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Convergence of Regstreet's thinking with that of the Parliament
Twenty op-eds on the Code, three earlier columns, and the Committee's Report

Between December 2025 and July 2026, Sumit Agrawal, Managing Partner, Dr M. S. Sahoo, Advisor to the  
Firm, and Shri M. Damodaran, Mentor and Advisor to the Firm, published a series of twenty op-ed articles 
in Business Standard, Financial Express, Mint, Hindu BusinessLine and The New Indian Express. Most of  
these articles were jointly authored by the Partners and Advisers of  the Firm, while a few were co-
authored with other distinguished governance experts.  The articles  appreciated the transformational  
governance  architecture  embodied  in  the  Securities  Markets  Code  and  suggested  refinements  to 
strengthen its institutional design, legislative drafting and implementation.

During the Committee's examination of the Code, both Advisers to the Firm, Shri M. Damodaran, former 
Chairman of SEBI, and Dr M. S. Sahoo, former Chairperson of the Insolvency and Bankruptcy Board of 
India,  deposed  before  the  Standing  Committee  on  Finance  on  10  April  2026  and  23  April  2026 
respectively. Collectively, our work progressed from recognising the transformative vision of the Code to 
identifying specific drafting, governance and institutional improvements that would further enhance its 
effectiveness.

The Standing Committee on Finance adopted its Report on the Securities Markets Code on 21 July 2026  
and presented it to Parliament on 23 July 2026. A reading of the Report reveals a striking convergence 
between the views expressed in our work and those reflected in the Committee's recommendations. On 
every important issue, both arrive at similar conclusions regarding the strengths of the Code and the 
refinements required to make it  more effective.  This convergence reflects a shared approach to the  
challenge of designing a modern, robust and future-ready framework for securities market governance.

The  convergence  extends  across  the  breadth  of  the  Code,  from its  opening  provision  to  its  closing  
assurance. We had argued that the long title should expressly articulate the statutory objective of the 
Code,  and  that  the  delegation  architecture  at  the  other  end,  which  the  Bill's  own  Memorandum 
Regarding Delegated Legislation had assured Parliament would be confined to matters of procedure and 
administrative detail, should not permit the delegation of essential legislative functions. The Committee 
has reached the same conclusion on both. Similar convergence is evident across the issues set out below.

The agenda set out before the Bill

The Firm’s published work on this reform predates the Code itself. Between December 2023 and July  
2025, Sumit Agrawal, Managing Partner, published three columns in Bar & Bench examining the judicial 
record of the regulator and setting out a legislative agenda for the Code that was then awaited. Those 
columns are listed at Annexure II and annexed to this note. Writing in December 2024, when the Code 
had been announced but not released, we set out six specific provisions that the legislation ought to 
contain. The Committee has since arrived at five of the six. The earlier column, of December 2023, had  
asked whether the Code would carry statutory safeguards for the accountability of the regulator itself,  
and questioned whether officers exercising quasi-judicial functions possessed the requisite capability. A 
third  column,  of  July  2025,  argued for  the  codification of  adjudicatory  procedure  and for  structural 
separation of the investigative and adjudicatory wings, as the Supreme Court’s Expert Committee had 
recommended. Each of those points also finds an answer in the Report.
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What the earlier columns asked for Where the Committee arrived Para

Definitive time limits for the regulator to complete 
investigations and pass orders [22]

Investigation to be completed within one year, and the proviso permitting 
a matter to be reopened after eight years comprehensively redrafted

8.11, 10.13-
10.15

Restrictions on the delegation of powers within the 
regulator and to stock exchanges and depositories 
[22]

Delegation under Clause 31 to be accompanied by a statutory 
accountability framework which “should not dilute the Board’s primary 
responsibility and accountability as the statutory regulator”

61.8

Disclosure of conflicts of interest by the 
Chairperson and Whole-time Members [22]

Cooling-off period for the Chairperson and Whole-time Members extended 
from one year to two years

6.7-6.8

Independent review where the regulator expands 
its powers through its own subordinate legislation 
[22]

Comprehensive review of eleven enabling provisions, every delegation to 
define its scope, purpose and limits, and an explanatory statement where 
rights are materially affected

61.5-61.11

A clear and genuine separation between the 
adjudicatory and executive wings, as the Supreme 
Court’s Expert Committee had also recommended 
[22, 23]

Framework for the designation, tenure and allocation of functions of 
Investigating and Adjudicating Officers, and the Adjudicating Officer not to 
be subordinate to the Investigating Officer in the same matter. Clause 17(4) 
read with Clause 146(2)(j) placed on the list of provisions requiring 
comprehensive review

11.6-11.9, 
61.9-61.10

Greater transparency in annual reporting, 
commensurate with the regulator’s expanded 
powers [22]

Addressed only in part. Clause 11(3) requires the Board to review its own 
performance and the proportionality of its regulations. No separate 
recommendation was made

11(3)

Codification of how evidence is appreciated, how 
cross-examination is treated and how defence 
submissions are evaluated [23]

Regulations to prescribe the manner of adjudication proceedings, with the 
Committee holding that essential procedural safeguards governing 
adjudication should rest on clear statutory principles, and guidelines to be 
framed on aggravating and mitigating factors

11.6-11.9, 
12.5, 61.9

Capability of officers exercising quasi-judicial 
functions [21]

Adjudicating Officers to possess adequate legal expertise or undergo 
appropriate legal training, having regard to their quasi-judicial functions 
and enhanced powers

11.9

Proportionate penalties rather than mechanical 
orders, and effective handling of investor 
complaints [21, 22]

Methodology for quantification of unlawful gains, guidelines on 
aggravating and mitigating factors, penalties to be graded and 
proportionate, and “may” substituted with “shall” for the Investor Charter 
and the grievance redressal mechanism

12.5, 52.6, 
44.5, 45.10

Where our thinking and the Committee's converge

Issue Our published position The Committee's recommendation Para

Long title and Preamble The Preamble records only the 
consolidation of three enactments and 
states no substantive objective. It should 
articulate the object of the regulator and 
of regulation. [7]

Consolidation is “the legislative mechanism adopted to 
achieve the broader policy objectives of the Code rather 
than an objective in itself”. The Preamble to incorporate 
investor protection, market development, effective 
regulation, fair, transparent and efficient markets, 
prevention of undesirable transactions, and capital 
formation.

3.4-3.5

Separation of 
investigation and 
adjudication (Cl. 17)

Leaving adjudication procedure to 
regulations collapses norm-making and 
enforcement, and a common pool of 
officers serves both functions. [9, 14]

Regulations to govern the designation, tenure and 
allocation of functions of Investigating and Adjudicating 
Officers, so as to ensure institutional independence. The 
Adjudicating Officer not to be subordinate to the 
Investigating Officer in the same matter. Legal expertise 
or training for Adjudicating Officers.

11.6-11.9

Revisionary power (Cl. 21) A power to enhance a penalty but never to 
reduce it is asymmetric and inconsistent 
with natural justice.

The asymmetry “may not be fully consistent with the 
principles of fairness and natural justice”. The Board to 
be empowered, on merits and for reasons recorded in 
writing, to reduce or modify as well as enhance.

14.7-14.8

Limitation and 
investigation timelines 
(Cl. 13, 16)

Enforcement certainty requires firm outer 
limits on both the initiation and the 
completion of proceedings. [1]

The proviso to Clause 16 redrafted so that a reference by 
another agency is only a trigger and not by itself a 
ground to reopen a matter after eight years. 
Investigation to be completed within one year.

8.11, 10.13-
10.15

Directions and interim 
measures (Cl. 23, 27)

Coercive and interim measures must be 
reasoned, proportionate and genuinely 
interim. [1, 14]

Reasons in writing mandatory for directions, including 
attachment, impounding and restraint on alienation of 
assets. Suspension directions to specify their duration. 
Interim orders extendable 180 days at a time within a 
two-year outer limit.

16.10-16.12, 
18.5

Adjudication factors and 
penalties (Cl. 19, 109)

Enforcement discretion should be 
structured, and sanctions predictable, 

The Board empowered to prescribe the methodology 
and criteria for quantification of unlawful gains and 

12.5, 52.6
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Issue Our published position The Committee's recommendation Para

reasoned and proportionate. [12, 14] losses, and to frame guidelines on aggravating and 
mitigating factors. Penalties to be graded and consistent 
with proportionality.

Settlement (Cl. 26) Settlement must reflect the nature, gravity 
and impact of the contravention and 
operate within defined bounds. [1]

Clause 26(1)(b) to expressly confine the settlement 
mechanism to administrative and civil proceedings.

17.6

Market infrastructure 
institutions (Cl. 39, 40, 42)

Institutions exercising public regulatory 
power must meet public standards of 
consultation, transparency and 
governance. [3, 11, 15]

Public consultation to apply uniformly to the making and 
the amendment of bye-laws, with reasons where 
dispensed with, and bye-laws to continue to be laid 
before Parliament. Market participants on governing 
boards to be enabling and not mandatory, given conflicts 
of interest and the principle of demutualisation.

26.10, 27.9, 
29.7

Exemption for listed 
public sector companies 
(Cl. 65(2))

An omnibus exemption by ownership class 
offends competitive neutrality and creates 
regulatory free riders. [5]

“Similar listing and disclosure requirements should apply 
equally to public sector and private sector listed 
companies”. The blanket power to be replaced by 
exemption on a case-to-case basis, in the public interest, 
for reasons recorded in writing.

41.6-41.9

Investor protection (Cl. 
71, 72)

An investor charter, a grievance 
mechanism and an ombudsperson 
expressed as options leave the burden of 
resolution on the investor. [7]

“May” substituted with “shall” for the Investor Charter 
and for the investor grievance redressal mechanism, the 
latter extending to market infrastructure institutions, 
intermediaries and self-regulatory organisations.

44.5, 45.10

Appeals (Cl. 85) A restricted list of appealable orders leaves 
those under interim restraint without 
recourse.

Any person aggrieved by an order of the Board or the 
Adjudicating Officer, including an interim order, to have a 
right of appeal to the Tribunal. Outer limit of 45 days for 
condonation of delay. A separate bench of the Tribunal 
for ombudsperson matters.

48.24-48.27

Market abuse and 
criminal liability (Cl. 92, 
93, 96)

Defining offences is an essential legislative 
function. The Code decriminalises and then 
permits the regulator to re-expand criminal 
liability by regulation. [9, 17, 18]

Clause 93(g) to be deleted. Conduct attracting criminal 
liability to be exhaustively specified in the Code. 
Regulation-making confined to operationalising the 
Chapter and “not for creating new categories of 
criminally punishable conduct”, citing In re: Delhi Laws 
Act, 1912.

49.9-49.12

Money laundering 
consequences (Cl. 94)

Delegated criminalisation carries collateral 
consequences under the PMLA that were 
never separately debated. [18]

Clause 94 to be omitted from Schedule II to the PMLA. 
Non-compliance with an adjudication order “does not, by 
itself, constitute conduct involving market manipulation, 
insider trading or other substantive market abuse”.

60.6-60.8

Delegated legislation 
(Chapter LXI)

Subordinate law-making was assured to be 
confined to procedure and administrative 
detail. The Code goes well beyond that 
assurance. [9, 18]

Substantive rights, criminal liability and adjudicatory 
safeguards “should ordinarily be incorporated in the 
Code itself”. Comprehensive review of eleven enabling 
provisions. Every delegation to define its scope, purpose 
and limits, with an explanatory statement where rights 
are materially affected.

61.5-61.11

Bracketed numerals refer to the articles listed in Annexures I and II. Two rows carry no reference: the revisionary power under Clause 21  
arises from our separate work on Section 15-I(3) of the SEBI Act, and the appeal provisions record a Committee recommendation consistent  
with the general thesis of the series rather than a specific article.

Where the convergence has not yet been carried into the text

Five of our submissions remain open, and on one of them the Report moves in the other direction. Each  
remains available at the Rajya Sabha stage and in the framing of the regulations that will follow.

Issue Our position Position in the Report

Territorial reach The Code does not define its territorial scope. It should adopt an effects-based 
principle covering conduct outside India having a direct, substantial or reasonably 
foreseeable impact on Indian securities markets. [16]

Not addressed

Minimum penalties Whether a statutory minimum is an absolute floor or may yield to proportionality 
remains unresolved, as the split verdict in Sukhraj Kaur Rajbans v. SEBI illustrates. 
[12]

Proportionality endorsed at 
52.4 to 52.6; the floor 

question left open

Regulatory impact 
assessment

Ex ante impact assessment and its public disclosure should be a condition of rule-
making. [8]

Not recommended; Chapter 
LIX
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Issue Our position Position in the Report

Materiality and non-public 
information

The conjunction “or” between “material” and “non-public” should read “and”, 
failing which routine informed trading is caught. [17]

Recorded at 60.4; 
amendment to be carried at 

the drafting stage

Accountability for regulatory 
and delegated-authority 
failure

Failure should carry consequences whether it originates with a market participant 
or with the State. [13]

Chapter LVI moves the other 
way, extending good faith 

protection to market 
infrastructure institutions 

and the Tribunal

The question that remains

Read together, five recommendations disclose a direction of travel on market infrastructure institutions 
that no single chapter reveals. They are to be expressly empowered to act in the interim without a prior 
hearing (28.7); their officers and members are to receive good faith protection (56.4); conflicts on their  
governing boards are to be addressed on demutualisation grounds (29.7); their bye-laws remain before 
Parliament  (26.10);  and  delegation  to  them  is  to  carry  a  statutory  accountability  framework  which 
“should not dilute the Board's primary responsibility and accountability as the statutory regulator” (61.8).  
The Report thus enlarges their authority and their protection, and defers the accountability architecture  
to a review yet to be undertaken. For institutions the Code treats as exercising delegated public power,  
that is the half of the bargain which remains unwritten.

For clients, the practical effect, if carried into the enacted Code, is a closed statutory list of criminally  
punishable conduct, narrower exposure under the PMLA, a revisionary power that can reduce as well as  
enhance, appealable and time-bound interim orders, a higher threshold for reopening stale matters, and 
an adjudicatory process whose composition can be tested. None of this is law yet; the amendments will  
be moved when the Bill is taken up.

We would be glad to discuss what the Report means for your regulatory exposure and to prepare a  
clause-wise impact note for your compliance and legal teams.

Annexure I: the twenty articles on the Code

The complete text of every article listed in this Annexure and in Annexure II is annexed to this note.

No. Title Authors Publication Date

1 Regulatory governance, finally codified (Part I of 
three)

M. S. Sahoo and V. Anantha 
Nageswaran

Business Standard 23 Dec 2025

2 Regulatory architecture 2.0 (Part II) M. S. Sahoo and V. Anantha 
Nageswaran

Business Standard 24 Dec 2025

3 When market infrastructure institutions become 
the state (Part III)

M. S. Sahoo and V. Anantha 
Nageswaran

Business Standard 25 Dec 2025

4 Financial sector reforms: going beyond 
incrementalism

C. K. G. Nair and M. S. Sahoo Hindu BusinessLine 27 Jan 2026

5 Securities Bill has a problematic Section M. S. Sahoo and C. K. G. Nair Hindu BusinessLine 27 Feb 2026

6 A fee must not become a tax Sumit Agrawal and M. S. Sahoo Financial Express 5 Mar 2026

7 New securities code misses its statutory purpose, 
leaves investors exposed

M. S. Sahoo and Sumit Agrawal Business Standard 30 Mar 2026

8 Securities Markets Code: embed regulatory impact 
assessments

M. Damodaran and Sumit 
Agrawal

Mint 1 Apr 2026

9 A constitutional question M. S. Sahoo and Sumit Agrawal Financial Express 11 Apr 2026

10 A quiet revolution in depository architecture M. S. Sahoo and Sumit Agrawal Hindu BusinessLine 28 Apr 2026

11 Curious case of stock exchanges C. K. G. Nair and M. S. Sahoo Financial Express 1 May 2026
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No. Title Authors Publication Date

12 Securities Markets Code: end the current ambiguity 
over penalties

M. Damodaran and Sumit 
Agrawal

Mint 6 May 2026

13 The legal price of State failure M. S. Sahoo and Sumit Agrawal Business Standard 12 May 2026

14 One Code to discipline them all M. S. Sahoo and Sumit Agrawal The New Indian Express 25 May 2026

15 Unseen lawmakers of India's markets M. S. Sahoo and Sumit Agrawal Business Standard 10 Jun 2026

16 The SMC's blind spot Sumit Agrawal and M. S. Sahoo Financial Express 17 Jun 2026

17 A single word could criminalize every informed 
investor in India

Sumit Agrawal and M. 
Damodaran

Mint 28 Jun 2026

18 When regulators write criminal laws M. S. Sahoo and Sumit Agrawal Business Standard 29 Jun 2026

19 Fears of overlap misplaced M. S. Sahoo and Sumit Agrawal Financial Express 14 Jul 2026

20 SEBI's blind spot sits just above Tata Sons: it is time 
to address it

M. Damodaran and Sumit 
Agrawal

Mint 16 Jul 2026

Reproduced from respective publications.

Annexure II: the three columns preceding the Bill

No. Title Author Publication Date

21 Judicial scrutiny of SEBI: an obstinate regulator? Sumit Agrawal Bar & Bench 5 Dec 2023

22 SAT imposes costs on SEBI for passing another 
mechanical order: need for a Uniform Securities Code

Sumit Agrawal with Akarsh 
Tripathi

Bar & Bench 13 Dec 2024

23 Costs, compliance and course-correction: lessons SEBI 
must learn

Sumit Agrawal with Kavish 
Garach

Bar & Bench 3 Jul 2025

Reproduced from respective publications.

Sumit Agrawal  |  Managing Partner  |  Former SEBI Officer
Regstreet Law Advisors (Regulatory Law Firm of India)
Financial Regulation | Fintech | Enforcement
sumit@regstreetlaw.com

Research and drafting support:  Kavish Garach, Senior Associate;  Aditi Sahu, Roshni N Anand, Saumya Thakur and Ashna Maryam, 
Associates;  V Navin Balaji Annamalai, Intern.

This note is  for general  information and does not constitute legal  advice.  Paragraph references are to the Thirty-Sixth Report of the  
Standing Committee on Finance (2025-26) on The Securities Markets Code, 2025, adopted on 21 July 2026 and presented to Parliament on  
23 July 2026. Views expressed in the referenced articles are those of the authors in their personal capacity.
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TheSecuritiesMarketsCode (SMC),
2025 consolidates theSecurities and
ExchangeBoardof India (Sebi)Act, the
SecuritiesContracts (Regulation)Act,
and theDepositoriesAct intoa single,
contemporary statute.More impor-
tantly, it brings regulatorygovernance
to the forefrontofmarket regulation.
Drawingon lessons fromtheevolution
of regulations, judicial scrutiny, regula-
toryexperience spanning threedec-
adesamong Indian regulators, and
globalbestpractices, thecode
addresses concernsarounddemocratic
legitimacy,proportionality inenforce-
ment, and institutional accountability
in securities regulations.
Thecodeaddressesawidecanvas:

Boardcomposition, independenceand
accountability,conflictmanagement,
transparency, regulatorysandboxing,
investorcharter,governanceofmarket
infrastructure institutions (MIIs), and
easeofdoingbusiness,whichare
matters foranotherday.Aregulator isa
mini-state,havingquasi-legislative,
executive,andquasi-judicialpowers.
Thispiece focusesonhowtheSMCgov-
erns thedeliveryof theseservices.

Rule-making: In securities regulation,
the volumeof regulations vastly
exceeds that of the statute,while sub-
sidiary instructions—circulars,
master circulars, andguidelines—
oftendwarf both.Thishas fuelled con-
cerns about ‘circular raj’ andademo-
cratic deficit in law-making.TheSMC
respondsdecisivelyby embedding
transparency, consultation, and legit-
imacy into the rule-making tomini-
miseunintendedconsequences and
avoidunwanted regulations.
Thecodedrawsaclearandprin-

cipleddistinctionbetweenregulations
andsubsidiary instructions.Regulation-
makingbeginswithpublicconsultation.
Draft regulations,not justdiscussion
papers,mustbepublished,publiccom-
ments invited,andageneral responseto
suchcommentsdisclosed.Regulations
canbemadeonlybythegoverning
board; thiscannotbedelegated.The
boardcomposition,allowinguptosix
independentmembers,ensures that
regulationreflectsvoicesbeyondthe
executiveandtheregulator’s full-time
establishment.Participatoryregulation
thusbecomesastatutorynorm,nota
discretionarycourtesy.Periodicreview
ismandatedtoensurecontinuedrel-
evance,whiledepartures fromconsulta-
tionarepermittedonly innarrowly
definedurgentcases.
Subsidiary instructions,bycontrast,

areconfinedtoclarificatoryandproce-
duralmatters,andcannotsubstitute for
regulations.Eventhesemaybeissued
bythechairpersonwithawhole-time
member (WTM),orbytwoWTMs,
underscoringthat interpretativegui-
dancealsorequiresapplicationofmind

at theboard level. Advisorycommittees
are formallyembedded, institutionalis-
ingexpertandstakeholder input for
subsidiary instructions.Thoughadvis-
ory, theyenhancedeliberation, regula-
toryquality, andpublic trust.
Governancedisciplineextendseven

tothebylawsofMIIs.Thebylawsmust
promotetheobjectivesof thecode,
ensurenon-discriminatoryaccess,
foster transparency,minimisemarket
abuse,andenable interoperability.They
aresubject topublicconsultationand
requireSebi’sapproval,with limited,
reasonedexceptions,aligningprivate
rule-makingwithpublic regulatory
values.Evenrulesmadebythegovern-
mentrequirepriorpublication.
Thearchitecture culminates in

parliamentary scrutiny.All rules, regu-
lations, bylaws, andsubsidiary instruc-
tionsmustbe laidbeforeParliament,
anchoring regulatoryautonomyfirmly
withindemocraticoversight.While the
SMCmandates regulatory impact
assessment studies, it couldhaveman-
dated suchassessment formakingand
reviewing regulations.

Adjudication:Securities lawsprovide
formultiple, siloedproceedings—
enquiries leading to suspensionor can-
cellationof registration, andadjudica-
tion resultingonly inmonetary
penalties.Theflaw is structural:The
regulator’smind is effectivelymadeup
about the typeof sanctionat the initi-
ation stage, before thegravityof the
contravention is fully established.Par-
allel proceedings sometimes lead to
contradictoryfindings.TheSMCcor-
rects this infirmitybyconsolidating
enforcement intoa single
proceeding, enabling
appropriateoutcomes—
suspensionor cancella-
tion, ceaseanddesist
orders,monetary
penalties, disgorgement,
and remedial orpreventive
directions, once the
contravention isfinally
determined.
Theadjudicationpro-

cess is grounded inprin-
ciplesofnatural justice.
Proceedingsbeginwitha showcause
noticeexplaining theallegedviolation
andenclosing thedocumentsand
material reliedupon, andprovidingan
opportunity to respondwithina spec-
ified time.Theadjudicatingofficer (AO)
exercises thecivil court-likepowersand
mustdisposeof the showcausenotice
bya reasonedorder.
Enforcementoutcomesmustbepro-

portionate,considering intent,
duration, frequency,unlawfulgains,
investorharm,andimpactonmarket
integrity,aswellasaggravatingandmiti-
gatingfactors.Settlementofadminis-
trativeandcivilproceedings, too,must
reflect thenature,gravity,andimpactof
thecontravention.Thisshifts securities
enforcementawayfromcheckboxcom-
pliance, towardscalibratedregulation,
wheresanctionsarepredictable, rea-
soned,anddefensible, strengthening
bothdeterrenceandlegitimacy.
Thecodedisciplines theuseof

interimorders.Thesecurities laws
empowertheregulator,pendingoron
completionof inspection/investigation,
to issue interimorders toprevent further
harmtoinvestorsandthemarket.At

times,decadescanpassbetweenthe
interimorderandthefinalorder,
makingtheaccusedsuffer formuch
longer thanwhat thecontravention
wouldotherwisewarrant.TheSMC
allows interimorders,ordinarilypre-
cededbyahearing,andvalid foramaxi-
mumof180days,whichcanbe
extendedonlybyareasoneddecisionof
designatedboardmembers,withan
outer limitof twoyears. Interim
measures thusremaintruly interim,
protective,notpunitive.

Executiveaction:TheSMCestablishes
aunified registration frameworkgov-
erningapplication, scrutiny,
grant, conditions, refusal, andsur-
render,withdueprocess embedded
throughout. Inspectionand investiga-
tionpowersare similarlydisciplined:
They requirewrittenorders,must
followprescribedprocedures, are sub-
ject to time limits, transparency, and
proportionality, and require reasons
for extension. Investigatorsmust
quantifyunlawful gainsor investor
losses, ensuringoutcome-oriented
enforcement. Importantly,no inspec-
tion/ investigationmaybe initiated
after eightyears fromthedateof
contravention.
The codeaddresses long-standing

public lawconcerns arising fromthe
fusionof regulatory functions.Draw-
ing lessons fromrecent judicial inter-
ventions, it statutorily separates
fact-finding fromadjudication.Any
person involved in inspection, investi-
gation, interimorders, or settlement
consideration is disqualified from
acting as anAO in the samematter. It

alsoprohibits theAO
from investigating/
inspecting thepersonor
considering its settle-
ment applicationagainst
whomithas issued the
showcausenotice. This
firewall embeds institu-
tional fairnessdirectly
into the statute.
Having raised the bar

so decisively, the govern-
mentwill be entitled to
expect regulated entities

to reciprocate that trust bymature, fair
and responsible conduct towards the
public,while preservingmarket integ-
rity, financial stability, and the
national interest.
Sebiwas India’sfirstmodern regula-

tor; theSMCcements that leadership
role in statutory form. Indoing so, it
offers a credibleblueprint for regula-
torygovernancewithin thefinancial
sector andbeyond. If implemented in
letter andspirit, thecodehas thepoten-
tial to recalibrate trustbetween the
regulator, themarket, and investors.
Its real test, however,will bewhether
thesegovernancedisciplinesbecome
embedded ineveryday regulatory
practice, andwhether they inspire
similar reformacross India’swider
regulatory state.
vvvvvvvvvvvvvvvvvvvvvvvvvvv
Tomorrow,Part II:Regulatoryarchitec-
ture 2.0:Regulatory reformmoves from
discretion to institutionaldesign

MSSahoo is a formerwhole-time
member, Sebi.VAnanthaNageswaran
is chief economicadvisor,Government
of India.Theviewsarepersonal

If Implemented In
letter and spIrIt,
the code has the
potentIal to
recalIbrate trust
between the
regulator, the
market, and
Investors

illustration: binay sinha

M S Sahoo &
V anantha nageSwaran

The SecuritiesMarkets Code embeds legitimacy, proportionality, and
accountability intomarket regulation. The first of a three-part series

Regulatorygovernance,
finallycodified

OPINION

In India’s fast-growing Ecommerce ecosys-tem, shipping has become a critical driver of
profitability. Customer expectations are ris-

ing, delivery timelines are shrinking, and mar-
gins remain under constant pressure. Amid this
complexity, one operational issue continues to
quietly erode seller profits: weight discrepancy.
Weight discrepancy arises when there is a

mismatch between the weight declared by a
seller and the weight recorded by the courier.
Shipping charges are calculated using the
higher of dead weight, which is the actual
physical weight, or volumetric weight, which is
derived from package dimensions. If the
courier-measured weight exceeds the declared
value, the difference is billed retrospectively,
often weeks after delivery.
This delay makes weight discrepancy par-

ticularly damaging. By the time charges sur-
face, orders are already closed and revenue
accounted for, forcing sellers to absorb un-
planned costs that were never factored into
pricing. In many cases, discrepancies are
driven by volumetric weight rather than the
product itself. Incorrect declarations, non-stan-
dard box sizes, and inconsistent packaging
such as courier bags(flyers) can distort dimen-
sions during automated scans. Differences in
scanning equipment and manual interference
at courier hubs further compound the issue,
leading to financial uncertainty and reactive
dispute management.

How is Shiprocket Solving the Problem?
Shiprocket treats weight discrepancy as a sys-

temic logistics challenge rather than an isolated
courier issue. Its approach is built around pre-
vention, validation, and transparency, helping
sellers move from reactive firefighting to pre-
dictable cost control.
Prevention begins before dispatch. Sellers

can freeze dead and volumetric weights at the
SKU level for single-quantity shipments, ensur-
ing consistency across orders and reducing
misdeclaration. Shiprocket also enables sellers
to declare packaging details in advance, stan-
dardising box-level volumetric weights to min-
imise dimension-related surprises.
Data and AI add a strong validation layer.

Historical shipment data flags anomalous
charges, such as sudden spikes for products
with stable billing patterns. Category-based
maximum weight caps further prevent extreme
errors.
Every courier-raised discrepancy must be

supported by image proof, which is validated
using AI before reaching sellers. When discrep-
ancies do occur, sellers receive a clear dash-
board breakdown, timely notifications, and a
defined window to accept or dispute charges.

From Uncertainty to Control
Weight discrepancy isn’t an unavoidable cost,
it’s a symptom of weak upstream controls and
fragmented logistics validation. As Ecommerce
scales, tolerance for such leakage disappears.
Without predictable shipping costs, margin ero-
sion compounds with every order, making
weight control a prerequisite for sustainable
growth.

How Top Sellers Eliminate Weight
Discrepancies Before They Happen

#EcommerceSimplified powered by Shiprocket

Advertorial
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The Securities Markets Code, 2025 
(SMC/ Code), introduced in the winter 
session of Parliament and at present 
under examination by the Standing 
Committee on Finance, marks a deci-
sive shift to what may be described as 
regulatory architecture 2.0. It replaces 
the architecture 1.0 designed around 
the Securities and Exchange Board of 
India (Sebi) in the mid-1990s and sub-
sequently replicated, with variations, 
across regulatory domains. Unlike its 
predecessor, which focused largely on 
functional empowerment, the new 
architecture places regulatory govern-
ance at the centre. This piece examines 
three core levers that the code uses to 
make that shift: Board composition, 
independence, and accountability. 

 
Board composition: At the heart of 
any regulator lies its governing board 
(GB). Conceptually, the GB’s primary 
responsibility is to act as a hands-on 
principal, holding management 
accountable for conduct and perform-
ance. Effective discharge of this role 
requires an external interface within 
the GB: Members who participate fully 
in decision-making, have a stake in 
outcomes, yet remain sufficiently 
detached from day-to-day operations 
and not beholden to management. 
Part-time members (PTMs) perform 
this function. They can do so meaning-
fully only when present in sufficient 
numbers; ideally, PTMs should be at 
least equal in number to whole-time 
members (WTMs), enabling them to 

shape decisions rather than merely 
legitimise managerial outcomes. 

The SMC broadly reflects this gov-
ernance logic. It provides for a board of 
15 members comprising a chairperson, 
three ex-officio members, and 11 other 
members, of whom at least five are 
WTMs. The remaining members are 
expected to bring independent judge-
ment, professional diversity, and an 
external perspective into board delib-
erations, strengthening internal 
accountability. This design would 
stand enhanced if the code were to 
specify that no more than five of the 11 
members may be WTMs, reserving at 
least six positions for PTMs. 

A persistent constraint in board 
design has been the availability of suit-
ably qualified and independent indi-
viduals to serve as PTMs. Individuals 
in active employment, profession, or 
business are often unwilling to serve 
on a full-time basis, while stringent 
conflict-of-interest norms limit  
eligibility. In this context, the SMC’s 
enhancement of the upper age limit  
for PTMs to 70 is a pragmatic and  
governance-enhancing reform. It  
recognises that regulatory oversight 
benefits from seasoned judgement  
and professional detachment, and 
materially expands the pool of eligible 
independent members. 

Equally important is the composi-
tion of expertise. Given Sebi’s  
mandate, the GB must reflect a  
balanced mix of disciplines, including 
law, economics, technology, and  
markets. The SMC accordingly 
requires representation from different 
disciplines, with an endeavour to 
include at least three members with 
securities-market expertise. For a 
modern, knowledge-intensive  
regulator, this could be refined further 
by mandating minimum representa-
tion across key disciplines, for 
instance, at least one WTM and  
one PTM with legal expertise,  
similar to Sebi’s prescriptions for 
boards of market infrastructure  
institutions (MIIs). 

Independence: The SMC retains and 
reinforces Sebi’s functional indepen-
dence, enabling it to frame regulations, 
conduct inspections, and adjudicate 
contraventions without recourse to 
any organ of government. It also  
preserves autonomy over financial and 
human resources. Institutional inde-
pendence is further supported through 
eligibility criteria, fixed tenures, 
removal safeguards, and post-tenure 
cooling-off restrictions on employ-
ment with governments, market  
intermediaries, and other securities 
market participants. 

At a deeper level, however, regula-

tory independence depends on the 
professional strength of leadership, 
particularly the chairperson and 
WTMs, to withstand pressure from 
organised interests and the pulls of 
fear and favour, to avoid regulatory 
capture. A term of five years is insuffi-
cient to acquire deep domain mastery, 
institutional confidence, and deci-
sional authority in complex markets; 
by the time such expertise is acquired, 
the term is often nearing completion. 
Further, individuals with demon-
strated capability are unlikely to aban-
don established careers to join a 
regulator for a short, finite tenure. 

Renewal-dependent tenures may 
dilute independence by making 
incumbents implicitly attentive to  
the preferences of the appointing auth-
ority. Regulatory independence would 
be better served by recruiting capable 
individuals at mid-career and offering 
tenures that run until a fixed retire-
ment age, preferably aligned with  
government service, irrespective  
of the age at entry. 

Nominee members, who are part-
time, present a related concern. By 
design, they tend to reflect the perspec-
tives and institutional preferences of the 
organisations they represent, diluting 
collective responsibility and blurring 
accountability. While the GB itself is 
expected to act as the principal, inde-
pendent judgement is best preserved 
through individually 
appointed members 
(some of whom are  
part-time, and the others 
whole-time) rather than 
departmental represen-
tation. Legitimate  
coordination of interests 
is better achieved 
through structured  
inter-institutional coop-
eration mechanisms, 
which the code separ-
ately provides for. 

 
Accountability: The 
SMC establishes an elab-
orate accountability 
framework for the exer-
cise of Sebi’s quasi-legislative, execu-
tive, and quasi-judicial powers (Part I, 
published on December 23, 2025). 
Beyond this, the code elevates transpar-
ency from a matter of good administra-
tion to a statutory obligation. Sebi is 
required to maintain a universally 
accessible electronic database on secur-
ities markets, and publish regulations, 
subsidiary instructions, and orders of 
adjudicating officers and ombudsmen. 
The code mandates Sebi to make  
regulations governing the meetings of 
the GB and publish its decisions. It also  
mandates Sebi to undertake periodic 
research, regulatory impact assess-
ments, and audits of the functioning 
and performance of securities markets 
and service providers, and publish  
the results. 

Reform efforts increasingly recog-

nise the need for an objective, formal, 
and periodic assessment of the perform-
ance of regulators. The International 
Financial Services Centres Authority 
Act, 2019 mandates an annual perform-
ance review, and the Insolvency and 
Bankruptcy Board of India commis-
sioned an external evaluation in 2021. 
The SMC requires Sebi to review its own 
performance, and the proportionality 
and effectiveness of its regulations. This 
framework would be significantly 
strengthened by mandating an inde-
pendent external evaluation at defined 
intervals, consistent with Sebi’s own 
requirements for MIIs. 

The code addresses conflicts of inter-
est comprehensively. Members of the 
GB are required to disclose any direct or 
indirect interests, including those of 

family members, and 
Sebi is mandated to 
frame regulations to 
govern the same. 
Members may be 
removed if they acquire 
interests likely to preju-
dice their functions. 

The code has another 
issue to address. Sebi is a 
board. The general super-
intendence, direction, 
and management of the 
affairs of this board vests 
in a board. This dual 
usage risks role con-
fusion or reversal, 
making it difficult for the 
latter to steer the former. 

Notwithstanding that, the regulatory 
architecture articulated in the SMC has 
relevance beyond the securities mar-
kets. Its provisions on institutional 
design, governance, transparency, and 
accountability could be distilled into a 
standalone regulatory governance code. 
Such a code could serve as a template 
for establishing new regulators and  
as a benchmark for modernising  
existing regulatory statutes, allowing 
sector-specific laws to focus on  
substantive regulation. 
vvvvvvvvvvvvvvvvvvvvvvvv 
Tomorrow, Part III: When market infra-
structure institutions become the state 
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Part two of a three-part series on the Securities 
Markets Code focuses on regulatory reform as 
it moves from discretion to institutional design

OPINION

Regulatory architecture 2.0

the code addresses 
conflicts of 
interest 
comprehensively. 
members of the 
governing board 
are required to 
disclose any 
interests, including 
those of family 
members, and sebi is 
mandated to frame  
regulations to 
govern the same 
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POSTAL BALLOT NOTICE TO MEMBERS OF THE COMPANY
Notice is hereby given that pursuant to Sections 108 and 110 of the Companies Act, 2013 (“the Act”), Rules 22 of the 

Companies (Management and Administration) Rules, 2014 (“the Rules”) and other applicable provisions of the Act and the 

Rules, General Circular No. 03/2025 dated September 22, 2025, issued by the Ministry of Corporate Affairs (“MCA Circular”),

Regulation 44 of the Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 

2015 (“SEBI Listing Regulations”), Secretarial Standard on General Meetings (“SS-2”) issued by the Institute of Company 

Secretaries of India and other applicable laws, rules and regulations (including any statutory modification(s) or re-enactment(s)

thereof for the time being in force).

Members of the Company are hereby informed that a Postal Ballot Notice dated December 19, 2025, seeking their approval 

to the resolution set out in the said Notice has been sent electronically, pursuant to the circulars issued by the Ministry 

of Corporate Affairs, to the members whose e-mail address is registered with the Company / KFin Technologies Limited

(“KFinTech”), Company’s Registrar and Transfer Agent / Depository Participant(s) / Depositories, as on Friday, December 19,

2025, i.e. the Cut-off Date. The Company completed electronic dispatch of the Postal Ballot Notice on Tuesday, December

23, 2025.

Sr. 

No.
Agenda of the Notice

Type of 

Resolution

1 Approval of the appointment of Mr. Himanshu Agarwal (DIN: 06672915), as a Whole-time Director 

of the Company

Ordinary

The Postal Ballot Notice is available on the Company’s website at www.cohance.com and on the website of the Stock 

Exchanges. i.e. BSE Limited and National Stock Exchange of India Limited at www.bseindia.com and www.nseindia.com, 

respectively and on the website of KFinTech at https://evoting.kfintech.com/. Members who do not receive the Postal Ballot 

Notice may download it from the above mentioned websites. The documents referred to in the Postal Ballot Notice are available

for inspection electronically and members seeking to inspect such documents can send an e-mail to investorservices@

cohance.com

Instruction for e-voting

The Company is providing to its members the facility to exercise their right to vote on the resolutions proposed in the said

Postal Ballot Notice only by electronic means (“e-voting”). The communication of the assent and dissent of the members

would take place through remote e-voting process only. The Company has engaged the services of KFinTech as the agency to

provide e-voting facility. Members can cast their votes during the period mentioned herein below:

Commencement of e-voting 9:00 a.m. (IST) on Wednesday, December 24, 2025

End of e-voting 5:00 p.m. (IST) on Thursday, January 22, 2026

E-voting will not be allowed beyond the aforesaid date and time and the e-voting module shall be forthwith disabled by 

KFinTech upon expiry of the aforesaid period.

Manner of e-voting by members holding share in dematerialized mode, physical mode and members who have not registered 

their e-mail address has been provided in the Postal Ballot Notice. The manner in which persons, who have forgotten the User

ID and Password, can obtain / generate the same, has also been provided in the said Notice. 

Only a person, whose name is recorded in the Registrar of Members / Register of Beneficial Owners, as on the Cut-off

Date, maintained by the Depositories shall be entitled to participate in the e-voting. A person who is not a member as 

on the Cut-off Date, should treat the Postal Ballot Notice for information purpose only.

Manner of registering / updating e-mail address

a) Members holding shares in physical mode, who have not registered / updated their e-mail address with the company, are 

requested to register / update their email address by submitting Form ISR-1 (available on the website of the company at

www.cohance.com) duly filled and signed along with requisite supporting documents to KFinTech at Selenium Tower B,

Plot 31-32, Gachibowli, Financial District, Nanakramguda, Hyderabad – 500032.

b) Members holding shares in dematerialized mode, who have not registered / updated their e-mail address with their 

Depository Participant(s), are requested to register/update their e-mail address with the Depository Participant(s) where 

they maintain their demat accounts.

The resolutions, if approved, shall be deemed to have been passed on the last date of e-voting i.e. Thursday, January 22,

2026. The results of e-voting will be announced on or before Friday, January 23, 2026, and will be displayed on the Company’s

website at www.cohance.com and the website of KFinTech at https://evoting.kfintech.com. The results will simultaneously be

communicated to the Stock Exchanges and will also be displayed at the registered office of the Company.

In case of any query on e-voting, members may refer to the ‘Help’ and ‘FAQs’ sections / E-voting use manual available through

a dropdown menu in the ‘Downloads’ section of KFinTech’s website for e-voting at https://evoting.kfintech.com/

Contact details for addressing e-voting queries /grievances, if any:

Mrs. C. Shobha Anand, Vice President, KFin Technologies Limited, Selenium Tower B, Plot 31-32, Gachibowli, Financial

District, Nanakramguda, Hyderabad 500 032, E-mail: evoting@kfintech.com

Phone No.: +91 40 6716 2222 Toll-free No.: 1800-309-4001

For COHANCE LIFESCIENCES LIMITED

(Formerly, Suven Pharmaceuticals Limited)

Sd/-

Kundan Kumar Jha

Hyderabad, December 23, 2025 Company Secretary, Compliance Officer and Head-Legal

NOTICE OF POSTAL BALLOT AND REMOTE 
E-VOTING INFORMATION

Place : Mumbai
rdDate  : 23  December, 2025

balkrishna industries limited
CIN : L99999MH1961PLC012185

Regd. Office : - B-66, Waluj MIDC, Waluj Industrial Area, 
Chhatrapati Sambhaji Nagar - 431136, Maharashtra, India.

Tel No. +91 22 6666 3800 Fax: +91 22 6666 3898/99
Website: www.bkt-tires.com E-mail: shares@bkt-tires.com

Members of the Company are hereby informed that a Postal Ballot Notice, seeking their 
approval to the resolutions set out in the said Notice has been sent electronically, pursuant to 
the circulars issued by the Ministry of Corporate Affairs, to the members whose email address 
is registered with the Company / Kfin Technologies Limited (KFinTech), Company's Registrar
and Transfer Agent / Depository Participants / Depositories as on Friday, December 19, 2025
("Cut-off Date"). The Company has completed electronic dispatch of the Postal Ballot Notice
on Monday, December 22, 2025. 
This Postal Ballot Notice is available on the Company's website at www.bkt-tires.com, 
website of the Stock Exchanges, i.e. BSE Limited and National Stock Exchange of India 
Limited at www.bseindia.com and www.nseindia.com respectively and on the website of 
KFinTech at https://evoting.kfintech.com. Members who do not receive the Postal Ballot 
Notice may download it from the above-mentioned websites.
The documents referred to in this Postal Ballot Notice are available for inspection 
electronically and members seeking to inspect such documents can send an email to 
shares@bkt-tires.com mentioning his / her /its folio number / DP ID and Client ID.
Instruction for E-voting:
The Company is providing to its members the facility to exercise their right to vote on 
resolutions proposed in the said Postal Ballot Notice only by electronic means ("e-voting"). 
The communication of the assent or dissent of the members would take place through remote 
e-voting process only. The Company has engaged the services of KFinTech as the agency to 
provide e-voting facility. Members cast their vote during the period mentioned below: 
Commencement of e-voting : 9:00 a.m. (IST) on Wednesday, December 24, 2025 
Ends of e-voting : 5:00 p.m. (IST) on Thursday, January 22, 2026.
E-voting will not be allowed beyond the aforesaid date and time and the e-voting module shall 
be forthwith disabled by KFinTech upon expiry of the aforesaid period. 
Manners of e-voting by members holding shares in dematerialised mode, physical mode and 
members who have not registered their email address has been provided in the Postal Ballot 
notice. The manner in which members, who have forgotten the User id and Password, can 
obtain / generate the same, has also been provided in the said Notice. 
Only as person, whose name is recorded in the register of members/ register of beneficial
owners, as on the cut-off date, maintained by the Depositories shall be entitled to 
participate in the e-voting. A person who is not a Member as on the Cut-Off Date, 
should treat this Postal Ballot Notice for information purpose only.
Manner of registering / updating e-email address: 
a. Members holding shares in physical mode, who have not registered / updated their e-mail 

address with the Company, are requested to register / update their e-mail address by 
submitting Form ISR-1 (available on the website of the Company at www.bkt-tires.com) 
duly filled and signed along with requisite supporting documents to KFinTech (Unit: 
Balkrishna Industries Limited) at Selenium Tower B, Plot 31-32, Gachibowli, Financial 
District, Nanakramguda, Hyderabad 500 032.

b. Members holding shares in dematerialised mode, who have not registered / updated their 
email address with their Depository Participants are requested to register / update their 
email address with the Depository Participants where they maintain their demat accounts. 

The resolutions, if approved, shall be deemed to have been passed on the last date of e-voting
i.e Thursday, January 22, 2026.The results of e-voting will be announced on or before Saturday, 
January 24, 2026 and will be displayed on the Company's website www.bkt-tires.com and the 
website of KFinTech at https://evoting.kfintech.com. The results will simultaneously be 
communicated to the Stock Exchanges and will also be displayed at the registered office of 
the Company.
In case of any queries/grievances, members may refer the Frequently Asked Questions 
(FAQs) for Members and e-voting User Manual available at the 'download' section of 
https://evoting.kfintech.com or call KFin on 1800 309 4001 (toll free).
Contact details for addressing e-voting grievances: 
Mr. Ganesh Chandra Patro, Assistant Vice President, M/s KFin Technologies Limited, 
Selenium Tower B, Plot 31-32, Gachibowli, Financial District, Nanakramguda, Hyderabad- 
500 032, Telangana Phone No.:+ 91 40 67161630 Toll-free No.: 1800-309-4001 E-mail: 
einward.ris@kfintech.com; shares@bkt-tires.com.

For Balkrishna Industries Limited
Sd/-

Vipul Shah
Director & Company Secretary &

Compliance Officer
DIN: 05199526

ZUARI INDUSTRIES LIMITED

CIN: L65921GA1967PLC000157

For Zuari Industries Limited
Sd/-

Yadvinder Goyal
Company Secretary

1.
2.

3.
4.

5.

6.

7.

8.

10.

Date: 23 December 2025

NOTICE is hereby given to the Members of Zuari Industries Limited (“the Company”) that
pursuant to the provisions of Sections 108, 110 and other applicable provisions, if any, of the
Companies Act, 2013 (“Act”), Rules 20 and 22 of the Companies (Management and
Administration) Rules, 2014 (“Rules”) [including any amendment(s), statutory modification(s)
or re-enactment(s) thereof for the time being in force], Regulation 44 of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015, as amended (“SEBI Listing
Regulations”), Secretarial Standard on General Meetings (“SS-2”) issued by the Institute of
Company Secretaries of India, as amended read with General Circular Nos. 14/2020 dated
8th April, 2020, 17/2020 dated 13th April, 2020 and subsequent circulars issued in this regard
latest being 03/2025 dated 22 September 2025, issued by the Ministry of Corporate Affairs
(“MCA Circulars”), the Company has sent Postal Ballot Notice (“Notice”) on Tuesday, 23
December 2025 only through electronic mode to those members whose e-mail addresses are
registered with the Company/ Company’s Registrar to an Issue and Share TransferAgent, i.e.,
Zuari Finserv Limited (“RTA”)/ Depository Participant(s)/ Depository(ies) as on Friday, 19
December 2025 (“Cut-off date”). In compliance with MCA Circulars, physical copy of the
Notice along with the postal ballot form and the pre-paid business reply envelope have not
been sent to the Members. Members are requested to carefully read the instructions indicated
in the Notice and communicate their assent (for) or dissent (against) through e-voting (“remote
e-voting”) only.
The Notice is also available on the Company’s website at www.zuariindustries.in., on the
website(s) of the Stock Exchanges i.e. National Stock Exchange of India Limited and BSE
Limited at www.nseindia.com and www.bseindia.com respectively and on the website of
National Securities Depository Limited (“NSDL”) at www.evoting.nsdl.com. The Company has
engaged the services of NSDL to provide the remote e-voting facility. The instructions for
remote e-voting are given in the Notice. Ms. Aditi Gupta of M/s Aditi Agarwal & Associates,
Practicing Company Secretary (Membership No. F-9410) has been appointed as Scrutinizer
for conducting the Postal Ballot process in a fair and transparent manner.
The details pursuant to aforesaid Sections 108 and 110 ofAct and Rules are given here under:

Date of completion of dispatch of notice: Tuesday, 23 December 2025;
Date and time of commencement of remote e-voting: Wednesday, 24 December 2025
(09:00A.M.)(IST);
Date and time of end of remote e-voting: Thursday, 22 January 2026 (05:00 P.M.) (IST);
Remote e-voting will not be allowed beyond 5:00 P.M.(IST) on Thursday, 22 January
2026;
All members, whose names appear in the Register of Members/Beneficial owners as on the
cut-off date i.e., Friday, 19 December 2025 are eligible to avail the remote e-voting facility.
Any person who is not a member as on the cut-off date should treat this notice for
information purposes only.
After the voting period, the remote e-voting module shall be disabled by NSDL and
accordingly voting shall not be allowed. Once the vote is cast by the Member, he/she shall
not be allowed to change it subsequently.
The resolutions, if passed by requisite majority, shall be deemed to have been passed on
Thursday, 22 January 2026 i.e. last day of the remote e- voting period.
The results of the Postal Ballot will be announced on or before Tuesday, 27 January 2026.
The results declared along with the Scrutinizer’s Report shall be placed on the Company’s
website at www.zuariindustries.in, and on the website of NSDL at www.evoting.nsdl.com
and the same shall be communicated to the National Stock Exchange of India Limited and
BSE Limited where the equity shares of the Company are listed.
In case of any queries or grievances connected with the facility for remote e-voting through
NSDL e-voting system, members may refer the Frequently Asked Questions (FAQs) for
Members and e-voting user manual for Members available at the download section of
http://www.evoting.nsdl.com or call on : 022 - 4886 7000 and 022 - 2499 7000 or send a
request to Ms. Pallavi Mhatre,Assistant Vice President, NSDLat evoting@nsdl.com.
Eligible Members who have not received the Postal Ballot Notice, User-Id and password for
e-voting, may write an email to ig.zgl@adventz.com with subject as “Postal Ballot Notice”
and obtain the same.
Members holding shares in electronic mode, who have not registered their email addresses
are requested to register their email addresses with their respective Depository
Participant(s). Members holding shares in physical mode are requested to register/update
their email addresses by sending Form ISR-1 duly completed along with the requisite
documents mentioned in the ISR-1 to Company’s RTA at Zuari Finserv Limited, Plot No.2,
Zamrudpur Community centre, Kailash Colony Extension, New Delhi-110048, Email-
rta1@advetz.zuarimoney.com; Tel No.- 011- 46474000.

11.

9.

NOTICE OF POSTAL BALLOT

Place: Gurugram
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The Securities Markets Code, 2025 
(Code), quietly reconfigures India’s 
regulatory state. For the first time, a 
parliamentary statute defines market 
infrastructure institutions (MIIs) to 
mean stock exchanges, clearing cor-
porations, depositories, and other 
notified entities, and vests them with 
powers that are unmistakably public 
in character. What had earlier evolved 
through regulation, practice, and spor-
adic judicial recognition is now placed 
on a clear statutory footing. MIIs are 
no longer merely regulated market 
utilities; they are statutorily 
embedded organs of governance. 

In their seminal work on regulatory 
delegation, political scientists Diet-
mar Braun and Fabrizio Gilardi 
describe the modern regulatory state 
as a hierarchy of principals and 
agents, authority flowing from the 
people to the legislature, to the execu-
tive, to specialised regulators, and 
further to subordinate bodies. By 
statutorily empowering MIIs to exer-
cise regulatory, supervisory, and 
adjudicatory functions, the Code for-
malises the sixth layer in the chain, as 
statutory actors, exercising delegated 
state authority within a legally 
bounded framework. 

This is reflected most starkly in the 
Code’s provision enabling the Secur-
ities and Exchange Board of India 
(Sebi) to delegate to MIIs powers relat-
ing to the registration of intermedi-
aries and investors. In exercising such 
delegated authority, MIIs must follow 
due process identical to Sebi’s, adher-
ing to fairness, confidentiality, and 
natural justice, including reasoned 
orders and the right of hearing. MIIs 
may also be entrusted with regulating 
classes of market participants. These 
are not auxiliary tasks; they are core 
regulatory functions. 

The Code reinforces this 
transformation by insisting 
that MIIs be registered, not 
merely recognised. Recogni-
tion implies accreditation; 
registration confers statu-
tory existence. An MII comes 
into being only upon regis-
tration in the interest of trade 
and in public interest, and 
remains subject to statutory 
conditions relating to gov-
ernance, supervision, trans-
parency, and even 
supersession. This decisively distin-
guishes MIIs from intermediaries, 
who serve clients, and from self-regu-
latory organisations, which represent 
sectional interests. MIIs do neither: 
They operate the market itself. They 
are not private bodies exercising dis-
cretion by regulatory tolerance; they 
are formal components of the state’s 
market governance architecture. 

Equally significant is the recon-
figuration of membership. While 
exchanges and clearing corporations 
have long functioned through 
members, depositories are, for the 
first time, statutorily required to have 
members, namely, depository partici-
pants, who were previously treated as 
agents. Membership under the Code 

is no longer just a functional right to 
access infrastructure. Members may 
hold shares in the MII and participate 
in institutional decision-making. 
Coupled with mandatory dispersed 
shareholding norms and demutual-
isation, this elevates members  
from users of infrastructure to stake-
holders in governance, strengthening 
internal accountability while mitigat-
ing the risk of dominance by any 
single interest. 

The public character of MIIs is 
reinforced through stringent govern-
ance requirements. Members of gov-
erning boards must meet eligibility 
and fit-and-proper criteria, and 
boards must include independent 
directors. The governing board is 
expected to act not as a representative 
forum of sectional interests, but as a 
fiduciary steward of the market’s 
integrity. Importantly, the Code 
imposes confidentiality obligations 
on MIIs and their officers with respect 
to regulatory data and commercially 
sensitive information, underscoring 
their quasi-sovereign role in handling 
market-critical information. 

MIIs are empowered to make 
bylaws governing their operations, the 
conduct of members, and even market 
participants. These bylaws are not pri-
vate rules. They require public consul-
tation, prior approval by Sebi, 
publication, and have to be laid before 
Parliament. The process closely mir-
rors Sebi’s own regulation-making 
powers. Even Sebi may make or amend 
the bylaws in specified circumstances. 
The bylaws thus assume the character 

of subordinate legisla-
tion exercised within 
a public-law frame-
work. They must pro-
mote the objectives of 
the Code, ensure non-
discriminatory access, 
prevent market abuse, 
foster transparency, 
and ensure interoper-
ability across MIIs. 

MIIs also perform 
executive functions. 
They supervise 

members, enforce compliance, 
manage risk, and administer market 
operations. They have mechanisms to 
monitor and identify contraventions 
of the provisions of the Code, rules and 
regulations, or bylaws. When Sebi del-
egates registration or related regula-
tory tasks, MIIs act as the frontline 
regulators of securities regulation. 

The Code vests MIIs with quasi-
judicial powers. Contraventions of 
bylaws are addressed through struc-
tured proceedings grounded in natural 
justice, culminating in reasoned 
orders that may impose penalties, sus-
pend or expel members, annul trans-
actions, or direct payment of 
compensation. Sebi has concurrent 
enforcement powers for non-com-

pliance with MII bylaws. A person 
aggrieved by an order or decision of an 
MII may prefer an appeal to the Secur-
ities Appellate Tribunal, and civil 
courts are barred from exercising juris-
diction over matters entrusted to MIIs. 

Operational independence is inte-
gral to the MII framework. While MIIs 
remain subject to Sebi’s oversight, 
their day-to-day regulatory, supervis-
ory, and enforcement functions are 
insulated from ad hoc interference 
from any authority. The autonomy 
within a clearly defined statutory 
framework mirrors the design of 
modern regulators. 

With power comes accountability. 
The Code subjects MIIs to a transpar-
ency and accountability regime: Publi-
cation of bylaws and decisions, 
submission of annual reports, fit-and-
proper requirements for directors, and 
the ultimate sanction of supersession 
in defined circumstances. Super-
session is a sovereign remedy, and its 
availability leaves no doubt that MIIs 
are treated as public institutions exer-
cising delegated state power. 

Taken together, these provisions 
complete a long arc of regulatory evol-
ution. MIIs are no longer market util-
ities operating on the margins of the 
state. Nor are they quasi-private regu-
lators straddling public and private 
law. They are statutory institutions 
exercising quasi-legislative, execu-
tive, and quasi-judicial powers within 
a constitutionally recognisable  
framework. The Code takes regula-
tory norms that had evolved piece-
meal through circulars, bylaws, 
regulations, and earlier statutes, 
confers upon them an explicit state 
character, and elevates them to a 
higher statutory pedestal. 

This recognition carries conse-
quences. Institutions entrusted with 
state functions must meet state stan-
dards of governance, independence, 
transparency, and accountability, not 
as a matter of regulatory grace, but as a 
matter of constitutional discipline. 
The Code supplies much of this archi-
tecture, but its success will rely on 
implementation and institutional self-
understanding. MIIs must now see 
themselves not merely as service pro-
viders to the market or platforms for 
commercial activity, but as public 
institutions exercising delegated sov-
ereign authority in trust for investors 
and the market as a whole. Courts, 
regulators, and policymakers, in turn, 
must hold them to that standard. If 
this culture shift accompanies the shift 
in law, the Code will have achieved 
more than regulatory reform; it will 
have constitutionalised the infrastruc-
ture of India’s securities markets. 
vvvvvvvvvvvvvvvvvvvvvvvvvvv 
M S Sahoo is a former whole-time 
member of Sebi. V Anantha Nageswa-
ran is chief economic advisor, Govern-
ment of India. The views are personal 
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Union Budget 2026-27 is only days away. Financial sector reforms, as usual, are likely to feature

prominently in the Finance Minister’s Budget speech. Building on the reforms introduced by the

government in recent months, it is time to move beyond incrementalism to harmonise financial sector

regulatory governance.

A coherent and consistent regulatory template, supported by sound legal backing and aligned institutions,

would enable the ‘reform express’ to gather speed and stay on course towards a mature financial system.

Recently, the Ministry of Finance initiated two major legislative reforms. One is the Securities Markets

Code Bill (SMC), currently before Parliament, which consolidates three parent statutes into a Code. It

seeks to address rigidities emanating from laws of different vintages, eliminate inconsistencies created by

uncoordinated amendments over time, and provide a modern legislation for investor protection and capital

formation suited to India’s fast-growing economy.

The other is the insurance reforms through the Sabka Bima Sabka Raksha Act, 2025 (SBSR), which aims

to accelerate the development of the insurance sector while strengthening policyholder protection.

The two reforms, however, adopt strikingly different legislative approaches. While the SMC replaces three

statutes, the oldest dating back to 1956, the SBSR follows the conventional route of amending three

separate laws, even though its principal statute traces its origins to 1938.

Divergent trend

This divergence in legislative policy within the same Ministry reflects the absence of a harmonised

template and increases regulatory friction, compliance uncertainty, and institutional asymmetry across the

financial sector. It is partly a consequence of fragmented ministerial and departmental responsibilities

under the Allocation of Business Rules, and partly a reflection of insufficient internal collaboration in

finding integrated solutions.

The experience with the Reserve Bank of India Act provides a cautionary illustration of the long-term costs

of incrementalism. Enacted in 1934 as an inter-war measure, the Act made temporary provisions, as

explicit in its preamble/long title. It recorded that permanent arrangements would be considered once the

international monetary position became sufficiently clear and stable.

Over the decades, the Act has been amended, on average, nearly once a year, including once in 2025,

with almost every page of the roughly 60-page statute now carrying more footnotes than substantive text.

Yet, the Act continued to rest on its original ‘temporary’ foundation, as if ‘the international monetary

position was never considered sufficiently clear and stable to frame permanent’ arrangements.

It was only in 2016 that even the word ‘temporary’ was removed from the Preamble, when it became

necessary to graft a modern monetary policy framework. That the central bank of a large and rapidly

growing economy functioned for decades on such a statute, with band-aids all over, underscores the
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costs of postponing holistic legislative reform. It also explains why the RBI alone, among financial

regulators, continues to require prior government approval for its regulations.

Both the SMC and the SBSR seek to correct such outcomes by strengthening safeguards governing the

prescription of legal norms by regulators. Statutes typically require that regulations be made only by the

governing board and be laid before each House of Parliament. The new framework goes further by

mandating transparency in the regulation-making process, public consultation through the publication of

draft regulations with explanatory material, disclosure of the regulator’s response to public comments, and

periodic review of regulations.

Importantly, the legislature has brought within the statutory framework the instruments that regulators

routinely use beyond formal regulations to articulate or clarify legal norms. These instruments, termed

subsidiary instructions, and defined to include circulars, master circulars, guidelines, and similar

instruments, are now subject to clear limits on purpose and scope. They may only clarify ambiguities in

existing regulations or lay down procedural requirements ancillary to them. They must be issued in

accordance with regulations framed for that purpose, and must be laid before each House of Parliament.

This marks a decisive shift from informal regulatory governance to legally accountable norm-making.

To their credit, financial regulators have suo motu adopted internal frameworks governing their regulation-

making process. In the case of the RBI, the framework extends to directions, guidelines, notifications,

orders, policies, specifications, and standards. In some instances, it requires cost-benefit analysis or

regulatory impact assessment, as well as reference to international standards and best practices. Such

practices, however, cannot substitute for legislative coherence across the financial sector.

Harmonisation critical

Governance harmonisation is equally critical. Recognising the central role of governing boards in

regulation-making, the SMC provides for a board of 15 members for the Securities and Exchange Board

of India (SEBI) comprising the Chairperson, three nominee members, and 11 other members, of whom at

least five must be whole-time members (WTMs). The remaining are part-time members (PTMs) expected

to bring independent judgment, professional diversity, and an external perspective to board deliberations.

A balanced mix of WTMs and PTMs is essential to the quality, credibility, and legitimacy of regulatory

outcomes.

Board composition, however, varies widely across regulators. The International Financial Services

Centres Authority has a Chairperson, six nominee members, and two other members; the Insurance

Regulatory and Development Authority has a Chairperson, five WTMs, and four PTMs; and the Pension

Fund Regulatory and Development Authority comprises a Chairperson, three WTMs, and three PTMs. In

practice, many PTMs across regulators have been serving officials.

By contrast, despite being a full-service central bank with multiple and complex functions, the RBI is

governed by a Central Board with the Governor, four Deputy Governors, and 15 PTMs (mostly industry

and regional representatives and one central government official) nominated by the central government.

Notably, the number of Deputy Governors was last increased from three to four more than six decades

ago, even as the scope and complexity of the RBI’s functions have expanded significantly.

While in SEBI, the number of WTMs increased from none in 1992 to five today. The result is a patchwork

of governance structures, some dominated by nominees, others by executives, and still others by PTMs,

reflecting the absence of a coherent governance template.
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The time for harmonising legislative provisions and regulatory governance templates in the financial

sector was yesterday. The forthcoming Budget should articulate this objective, clearly and decisively,

signalling a commitment to coordinated reforms across departments and agencies, and to replace the

fragmented, outdated statutes with a harmonised financial sector code fit for a modern economy, aspiring

developed status in two decades.

Nair is former Director, National Institute of Securities Markets, and Sahoo is former Chairperson,

Insolvency and Bankruptcy Board of India

Published on January 27, 2026
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MS SAHOO 

CKG NAIR 

he Securities Market Code 
Bill, 2025 is a significant and 
overdue attempt to 
modernise India’s securities 
law architecture. It has 

many positives. Yet, one provision, 
Section 65(2), risks diluting the 
reformist ethos that the Bill otherwise 
seeks to advance. 

Section 65(2) empowers the Centre, 
in public interest, to exempt any listed 

public sector company (PSC) from any 
or all requirements relating to the issue 
of capital, minimum offer size, issue and 
transfer of securities, corporate 
governance, disclosures, substantial 
acquisition and takeover regulations, 

public shareholding norms, 
concentration and prudential norms, 
risk management, and incidental 

matters. In effect, it enables the 

executive to suspend core securities 
market disciplines for an entire 
ownership class. It strikes at the 
philosophical core of India’s post-1991 
reforms. 

Economic liberalisation was not 
merely about allowing private entry; it 
was about redefining the state’s role in 
markets. The doctrine of the 
‘commanding heights’, where public 
enterprises dominated key sectors 
under preferential policy regimes, was 
gradually dismantled. Sectoral 
reservations were reduced and 
ultimately abolished; competition was 
introduced in banking, telecom, and 
insurance; and disinvestment diluted 

state ownership in commercial 
enterprises. The reform consensus 
rested ona simple proposition: the State 
would move from a privileged market 
participant to a rule-maker and referee. 
Section 65(2) unsettles that equilibrium 
by reintroducing regulatory asymmetry 
based purely on ownership. 

SHORT SHRIFT TO NEUTRALITY 

A central pillar of the reform has been 
competitive neutrality. Public and 
private enterprises operating in the 
same market have been subject to the 
same competition law, the same 
disclosure standards, and the same 

governance expectations. If an 
enterprise raises capital from public 
markets, it must submit to public 
market discipline. The proposed 
exemption provision departs from this 
fundamental logic. It creates a dual 
regime, one in which private companies 
remain fully bound by governance, 
disclosure, and takeover norms, while 

listed PSCs may be relieved from them 
through executive notification. That 
disturbs the level playing field and 
injects uncertainty into regulatory 
expectations. 

competitive neutrality 

More fundamentally, the provision 
creates an anomalous relationship 
between market access and market 
discipline. Listed PSCs access equity 
markets, attract institutional and 
foreign portfolio investors, benefit from 

liquidity and price discovery, and rely on 
market valuation to support 
disinvestment programmes. Yet, under 

Section 65(2), they may be exempted 
from the very rules that underpin 
investor confidence: public 
shareholding requirements, takeover 
protections, governance standards, and 
risk management norms. 

Markets operate on reciprocity: 
access to capital is conditional upon 
transparency, predictability, and 

adherence to uniform standards. To 
enjoy the benefits of the market without 
being fully subject to its discipline is to 
create regulatory free riders. Over time, 
such asymmetry can irretrievably 
weaken confidence in the system, 

painstakingly built over decades. 
The justification offered is ‘public 

interest’. But public interest cannot be 
presumed solely from state ownership. 
Many listed PSCs operate in sectors 
where private firms of comparable scale 
compete directly: banking, insurance, 
energy, infrastructure, and financial 

services. If a public sector steel company 

To enjoy the benefits of 
the market without being 
fully subject to its 
discipline is to create 
regulatory free riders. Over 
time, such asymmetry can 
irretrievably weaken 
confidence in the system 

and a private sector steel company serve 
the same customers and access the same 
capital market, the rationale for 

exempting one from governance norms 
while holding the other to full 
compliance becomes difficult to sustain. 

Several public sector entities already 
operate under special statutes that 
confer bespoke governance structures. 
Where differentiation was necessary, 
Parliament has consciously provided it. 
Section 65(2) adds a further, sweeping 

executive override atop these 
arrangements. Such a notification-based 
power inevitably raises questions about 
regulatory autonomy and predictability. 

Independent securities regulation 
evolved precisely to ensure that 
rule-making is stable, transparent, and 
insulated from short-term pressures. 
The prospect of selective exemptions for 
an issuer or class of issuers may unsettle 
investor perception, particularly among 
global institutions that value 
consistency of regulatory treatment. 

There islittle evidence that 
regulatory relaxation enhances 
enterprise value. In recent decades, 
private peers in several sectors have 
commanded stronger valuation 
multiples than public sector 
counterparts of similar scale. Markets 
reward governance quality, board 
independence, disclosure rigour, and 
credible minority shareholder 
protection. Diluting these disciplines 
may not improve performance; it may 
simply increase perceived governance 
risk and the cost of capital. 

NEED FOR SAFEGUARDS 

Minority shareholders in listed PSCs, 
including retail investors, pension 
funds, and domestic institutions, rely on 

takeover norms, public float 

Securities Bill has 

a problematic 
Section 
ANTI-MARKET. An omnibus 

exemption for public sector 

companies from governance norms 
risks weakening accountability and 

GETTY IMAGES 

requirements, and disclosure standards 
for protection. When the state is both 
the controlling shareholder and 
rule-maker, such safeguards assume 
greater significance. Any measure that 
sidelines these standards runs counter 
to the stated objective of listing more 
PSCs and deepening divestment. 

It is natural for the state to protect its 
enterprises, particularly where public 
resources and policy objectives are 
intertwined. But excessive protection 
can be counterproductive. 
The Bill is an opportunity to reinforce 

India’s commitment to deep, credible, 

and globally competitive capital 
markets. That commitment rests on 
equality before regulation, institutional 

clarity, and competitive neutrality. 
Section 65(2), in its present form, risks 
signalling that ownership may once 
again determine regulatory obligation. 

If public enterprises seek capital from 
public markets, they must accept the 

discipline that accompanies it. Section 
65(2), which permits the government to 
exempt listed PSCs from core securities 
market disciplines, risks reversing three 
decades of economic reform.Genuine 
sector-specific challenges can be 
addressed through transparent 
consultation, regulatory amendments 
applicable to all similarly situated 
entities, or targeted legislative changes 
debated in Parliament. 

Ownership, by itself, cannot become 
the basis for differential regulatory 
treatment in competitive markets. A 
modern securities code must reinforce 
equal rules and institutional credibility, 
notdilute them. 

Sahoo is former Chairperson, Insolvency and 

Bankruptcy Board of India; Nair is former Director, 

National Institute of Securities Markets
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OR CONNOISSEURS OF Ind- 
ia’s regulatory state, three leg- 
islative moments stand out. 
The Securities and Exchange 
Board of India (Sebi)Act, 1992, 

marked the agencification of securities 
regulation; its 1995 Amendment 
empowered the regulator; and the pro- 
posed Securities Markets Code (SMC) 
turns to regulatory governance. 

Yetacross these transitions,one foun- 

dational issue has defied resolution: How 
should theregulator be financed? Aregu- 
lator dependent on executive largesse 
may hesitate before confronting power- 
fulinterests; oneinsulated from all finan- 

cial discipline may drift fromits statutory 
purpose. The design of financial flows 
shapes its institutional character. 

Sebi’s financial history reflects evolu- 
tion by accretion rather than conscious 
design. When constituted by executive 
resolution in 1988, it depended on con- 
tributions from public financial institu- 
tions.From 1991, it received ashare of list- 

ingfees fromstockexchanges.Though the 
1992 statuteauthorised ittolevyfees,the 
early years were financially uncertain— 
the fee regulations were challenged; 
recoveries were delayed; and the govern- 
ment did not extend grants. Instead, it 
advanced an interest-free loan of 115 
crore,which Sebi repaid in full by 2009. 

Judicial affirmation of Sebi’s powerto 
levy fees in 2001 decisively altered the 
landscape. Registration fees and market- 
linked charges, coupled with expanding 
market volumes, generated a stable rev- 
enue stream and, over time, a substantial 

surplus, enabling Sebi to emergeasa self- 
financing institution. 

With financial comfort came consti- 
tutional unease.Through theFinanceAct, 
2019, Parliament amended the parent 
statute tomandatethat 25% of itsannual 
surplus be credited to a reserve fund, 
capped at twoyears’expenditure,withthe 
remainder transferred to the Consoli- 
dated Fund of India (CFI),and to obtain 
government approvalfor capital expendi- 
ture. In August 2021, Sebi remitted 
1,000 croreasaone-timemeasurewhile 

requesting reconsideration of the frame- 
work.Although notified, the government 

® REGULATOR PURSE 
SECURITIES MARKETS CODE HAS ADDRESSED A DOCTRINAL DISPUTE, BUT DEEPER INSTITUTIONAL ISSUE PERSISTS 

A fee must not become a tax 

SUMIT AGRAWAL 
MS SAHOO 

Authors are legal practitioners and have 

previously served at Sebi 

kepttheoperationalisation of theamend- 
mentinabeyance.TheSMClargely carries 
this architecture forward, omitting only 
the requirement of approval for capital 
expenditure.It thus recognises atwo-year 
financial buffer, signalling a measure of 
autonomy while asserting a sovereign 
claim over excess surplus. 

Behind theselegislative recalibrations 
layasustained dialoguerootedinthe Con- 
stitution of India.Article 266 provides 
that all revenues received by the govern- 
ment form part of the CFl,and that other 
publicmoneyreceived “by or on behalf of” 
the governmentare credited to the Public 
Account of India.The execu- 

independence. Even absent overt inter- 
ference and fiscal dependence caninduce 
subtle caution. Experience across sectors 
demonstratesthis dynamic.Several regu- 
lators operate with thin revenue streams 
andrelyon governmentgrants.The appli- 
cation of executive financial rules to 
grants-dependent regulators illustrates 
how fiscal leverage can translate into 
administrative influence. 

The government already derives sub- 
stantial revenue from the securities 
ecosystem through securities transaction 
tax, goods and services tax,and income 

tax.Regulatoryfeesare distinct—theyare 
levied to defray the cost of 

tive contended that what W supervision and enforce- 
the government could have ment. If these fees are 
done departmentally, it must be attached to appropriated as general 
chose to do through a regu- the architecture revenue, the boundary 
lator. Money collected by of the levy itself, between regulatory 
Sebi and similarly placed not merely to charges and fiscal instru- 
Insurance and Regulatory . mentsblursand regulators 
Development Authority are the disposal of riskgradual departmental- 
therefore,in substance,gov- accumulated surplus  isation. 
ernmental receipts and T The government’s con- 
must ultimately enter sov- 
ereign funds. 

Sebi’s counter-position drew on cor- 
porate personalityand statutory purpose. 
Despite being “state” within Article 12, 
theyarenot“government”.Theypossessa 
distinct legal personality; are subject to 
taxation; may receive grants; and collect 
money not “for or on behalf of” the gov- 
ernment but pursuant to the statutory 
authority for defined objectives. Funds so 
vested for specific purposes, theyargued, 
cannot be submerged into sovereign 
funds. 

The SMC has largely addressed the 
doctrinal dispute. But the deeper institu- 
tional issue persists. Financial control is 
intimately connected with regulatory 

cerns,however,are not friv- 

olous. Persistent accumulation of large 
reserves outside the fiscal framework 
invites legitimate scrutiny. Can excess 
statutory levies be indefinitely ware- 
housedwithout parliamentary oversight? 
Should the regulated communityfund an 
ever-expanding corpusunrelated tofore- 
seeable regulatory need? 

These questions lead to a core consti- 
tutional distinction between feeandtax.A 
tax is a compulsory exaction for public 
purposes without quid pro quo. A fee, by 
contrast, must bear a reasonable and 

demonstrablerelation,nota mathemati- 

calequivalence,tothecostofservicesren- 
dered. In BSE Brokers’ Forum v. Union of 
India, the Supreme Court upheld Sebi’s 

levy,rejecting the contention thatitwasa 
taxindisguise.Implicitinthat affirmation 
was adiscipline—regulatoryfees mustbe 
commensuratewith regulatoryload.Sur- 
plusperseisnot constitutionallyfatal,but 
material and persistent over-recovery 
risks altering the character of the levy. 

It is here that the SMC architecture 
warrants caution.Ifthelevyis designed to 
generate revenue beyond the require- 
ment and the sovereign structures are 
mechanisms forautomaticappropriation 
of theexcessinto the CFI, the design effec- 
tivelyvalidates regulatory exaction forfis- 
cal ends. Constitutional character is 
shaped at the point of imposition not by 
the subsequent routing or accounting 
treatment of funds. The regulator 
becomes the tax imposer; the govern- 
ment the appropriator. 

Fiscal discipline must be attached to 
the architecture of the levy itself, not 
merely to the disposal of accumulated 
surplus. It must operate at the front end. 
Fee-setting must be anchored in trans- 
parent, periodically reviewed medium- 
term expenditure projections.Collections 
must align with regulatory load; reserves 
must be limited to clearly defined and 
publicly justified buffers; and rates must 
be recalibrated where sustained surplus 
indicates over-recovery. 

Sufficiency of resources is integral to 
meaningful regulatory independence. 
The statute should secure adequate and 
predictable funding for the regulator but 
not generateasurplus forthe sovereign.A 
regulatory levy must be normatively and 
constitutionally principled. It must 
remain what it is in law—a charge cali- 
brated to the cost of regulation—and not 
imperceptibly harden into taxation 
through design or drift. 

The tension exposed here is not pecu- 
liar to securities regulation. It reflects a 
broader design challengein India’s model 
of statutory regulation. The SMC, how- 
ever, offers an opportunity to craft a bal- 
anced resolution. If carefully designed, 
thisframework canserve asatemplate for 
other regulators navigating similar ten- 
sions in India’s evolving administrative 
state, preserving autonomy without per- 

mitting a fee to quietlybecomea tax.
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Bridging the trust deficit

The Securities and Exchange Board of India (Sebi), India’s security-market regula-
tor, has sought to address a vital issue that had clouded public confidence about its 
independent functioning. Questions lingered about the regulator’s internal checks 
and balances for members after Hindenburg Research, now defunct, made allega-
tions about the previous Sebi chairperson’s conflicts of interest, which, it argued, 
came in the way of a fair probe into its supposed disclosures on some listed entities. 
The fact that the current Sebi chairman deemed it necessary to constitute a high-
level committee to assess the framework on conflict of interest and disclosure of 
interest, within weeks of taking charge, demonstrated the urgent need to correct 
prevalent public perception. 

Headed by former central vigilance commissioner Pratyush Sinha, the panel 
found Sebi’s Code on Conflict of Interests for Members of Board, 2008 (Sebi Code), 
and the Sebi (Employees’ Service) Regulations, 2001 (ESR), to be inadequate, and 
in need of strengthening. It noted a sharp dissonance in the onerous obligations 
placed on employees with lighter norms for members — the latter were not even 
considered “insiders” under Sebi’s insider-trading norms and being allowed to trade 
in stocks with no restrictions. Noting that senior staffers, members, and chairper-
sons exert more influence and authority, the panel felt disclosure norms should be 
more stringent for them. Moreover, the Sebi Code is voluntary and lacks penalties 
for non-compliance, while the ESR is enforceable. Even the definitions of “family” 
and “conflict of interest” differed for members and employees, and transparency 
was found wanting in terms of disclosure of interests and recusal from matters with 
potential conflicts. 

It is commendable the Sebi board chose to act swiftly on the committee’s dozen-
odd recommendations submitted in November last year. A statement conveying 
the board’s decisions on March 23 suggests seven recommendations were accepted. 
These include tagging whole-time members (WTMs) and chairpersons as 
“insiders”, aligning investment curbs with employees, and expanding the definition 
of “family”. For existing investments, they have been given the option to liquidate, 
freeze, or sell them with approval. However, the board decided to tweak at least six 
other recommendations, citing public/media commentary as well as privacy and 
other concerns of employees. The most worrying point concerns the panel’s advice 
on public disclosure undertaken by the chairperson, WTMs, executive directors 
and chief general managers, and their families as also other relations. The Sebi 
board opted to make their immovable property details public, restricting disclo-
sures on assets and liabilities to an internal mechanism, possibly a new Office of 
Ethics and Compliance mooted by the panel. And although investment curbs on 
Sebi staff would apply to spouses and dependent family members, unlisted secur-
ities have been kept out of this mandate. 

It will be informative to know the board’s rationale for such selective acceptance 
of the panel’s nuanced prescriptions, but its reluctance on public disclosures signals 
an inability to address the crux of the concerns. The Sebi Code, last amended in 2023, 
may be an improvement, but it remains a matter of “voluntary adoption” till the 
Centre notifies regulations to make it enforceable and create an oversight mechanism 
on board members’ conflicts. The government must move expeditiously on this front 
and perhaps, in the process, nudge Sebi to rethink some of its hedged calls to again 
engender confidence in the regulatory fairness of India’s thriving capital markets.

Inflation dynamics
The Union government has done well to retain the inflation target of 4 per cent, with 
a tolerance band of two percentage points on both sides. This is for the next five 
years. The target is subject to review every five years and was retained in its first 
review in 2021 as well. The flexible inflation-targeting framework was adopted in 
2016. Accordingly, the Reserve Bank of India (RBI) is mandated to keep the con-
sumer price index-based inflation rate at 4 per cent. The central bank has to send a 
report to the government if it fails to achieve the target. There are several reasons 
why retaining the target made sense for the government. 

Research has shown that both the inflation rate and volatility moderated after 
the adoption of the flexible inflation-targeting framework. Besides, it is important 
that the framework is not disturbed without very strong reasons to do so. A big 
change in it could have affected expectations. A clear, rule-based policy framework 
enables easier implementation and effective communication. This reduces ambi-
guity and provides stability, allowing market participants to adjust to evolving mac-
roeconomic conditions. A well-understood and predictable framework is 
particularly useful in times of stress. The six-member Monetary Policy Committee 
(MPC) of the RBI is scheduled to meet next week (April 6-8) to review the policy, and 
the meeting will be closely watched, given the external environment. The war in 
West Asia has significantly increased economic uncertainty. A prolonged conflict 
could complicate policymaking. The Union government, for instance, last week 
decided to reduce the special additional excise duty on petrol and diesel, which will 
significantly affect its finances if the war continues. 

An oil-price shock tends to reduce economic growth and increase the inflation 
rate. Stagflationary conditions are particularly difficult for central banks to manage. 
Policy intervention to contain the inflation rate can affect economic activity and 
further weaken the growth impulse. Thus, it is important to maintain the right bal-
ance. As things stand, the government has only selectively allowed the increase in 
global crude-oil prices to be passed on, which is likely to have a muted impact on 
inflation outcomes in the near term. However, if the war prolongs, inflationary 
pressure could build up in various ways. A shortage of gas, for instance, is affecting 
production in various sectors, which would soon start feeding into prices. It is also 
worth noting that the rupee is under pressure due to a possible increase in the cur-
rent account deficit and lower capital inflow. The currency has fallen by over 4 per 
cent against the dollar since the beginning of the war and will add to inflationary 
pressure through the prices of imported goods. 

While India has adequate stocks of food grains, the hit to global fertiliser pro-
duction could affect food production and push up prices. Projections released by 
the Organisation for Economic Co-operation and Development last week showed 
that, compared to its previous forecasts, the inflation rate for G20 countries could 
increase by 1.2 percentage points in 2026 to 4 per cent. For India, the projection has 
been increased by 1.7 percentage points to 5.1 per cent. The inflation rate for Febru-
ary was 3.21 per cent. This can increase sharply in the coming months. It would be 
worth watching how the MPC interprets the situation. Given the level of uncer-
tainty, as things stand now, it would make sense to wait for more clarity.

Iran war will complicate policy choices

Sebi’s move on conflict of interest needs more heft

India’s securities markets are now firmly in the retail 
era. Millions of first-time investors participate through 
digital platforms, mutual funds, and retirement-
linked products. For them, trust in the regulatory 
framework is not an abstraction; it is the condition that 
makes participation possible. The Securities Markets 
Code Bill, 2025, (Code) must, therefore, be viewed 
through the prism of investor protection.  

The Code is an ambitious attempt to consolidate 
three securities laws into a single, modern statute. By 
merging multiple legacy enactments, it seeks to reduce 
fragmentation, eliminate overlaps, and simplify regu-
latory processes. These are commendable legislative 
policy goals. But they cannot substitute for the sub-
stantive objectives of the legislation.  

Parliament enacts laws to achieve 
defined public purposes. These pur-
poses are typically reflected in the 
preamble of the statute and elab-
orated in the Statement of Objects 
and Reasons. The Code, however, 
articulates no substantive objective 
beyond consolidation and amend-
ment. In doing so, it misses the foun-
dational objectives embedded in the 
laws it seeks to replace. 

One of the statutes being sub-
sumed is the Securities and Exchange Board of India  
(Sebi) Act, 1992, which established India’s first modern 
regulator. The Act’s preamble stated its purpose — to 
protect the interests of investors in securities. The articu-
lation was deliberate: It recognised that investor confi-
dence, especially among retail investors, is critical for a 
credible securities market. While the Code retains inves-
tor protection within Sebi’s mandate, it no longer articu-
lates it as the statute’s animating purpose.  

This is not a matter of drafting style; it is a shift in 
legislative emphasis. In public law, statutory purpose 
is critical. It guides interpretation, channels regulatory 
discretion, shapes institutional priorities, and enables 
meaningful evaluation of both the law and the regula-
tor against the objectives they are expected to pursue. 
Its absence makes democratic accountability harder.  

Investor protection has long been recognised by law 
and finance scholarship alike as the defining purpose 
of securities regulation. Securities laws are designed 
not only to protect investors from fraud and manipu-
lation, but also, at times, from their own informational 
and behavioural limitations. Within this framework, 
the regulator acts as the representative of investors. 
Over time, the Act shaped Sebi’s institutional identity 
as the investor’s pillar of strength, captured in its tag-
line, “Har investor ki taaqat”. 

Against this backdrop, Chapter X of the Code, which 
designs investor grievance redress architecture, 
becomes especially revealing. The Code provides that 
the regulator “may” make an investor charter, “may” 

provide a grievance redress mechan-
ism, “may” require service providers 
to establish similar mechanisms, and 
“may” designate one of its officers as 
an ombudsperson. The only obliga-
tion on the defaulting party is to 
acknowledge receipt of the grievance. 
The burden of resolution rests 
squarely on the aggrieved investor, 
who must steer the complaint 
through the process within 180 days. 

If the grievance remains unre-
solved, the investor may approach 

the ombudsperson. At this stage, the grievance 
morphs into a complaint: The parties play complain-
ant and respondent, the proceeding becomes adver-
sarial, and the onus is on the investor to establish a 
deficiency in service by the defaulting party. 

This design reflects a misunderstanding of how 
modern regulation works. Regulatory regimes are 
built on information, not private prosecution. They do 
not leave victims to fend for themselves against power-
ful intermediaries. Under the extant securities laws, an 
aggrieved investor brings the grievance to the regula-
tor’s notice, after which the regulator triggers an 
inquisitorial process in the public interest. 

India’s own experience elsewhere is instructive. 
The Competition Act, 2002, initially adopted a com-
plaint-based, adversarial model. Recognising its 

incompatibility with modern regulation, Parliament 
amended the law in 2007, replacing “complaint” with 
“information” and shifting proceedings from adversa-
rial to inquisitorial. This transformed the Competition 
Commission of India into a regulator acting in the 
public interest, rather than an umpire between 
unequal parties. The logic was institutional, not 
sector-specific. 

Under the Code, however, investor protection risks 
being recast as access to an adversarial forum. Providing 
an ombudsperson to enable an investor to prosecute a 
complaint is, in substance, little different from estab-
lishing a civil court and asking the consumer to litigate. 
That is dispute resolution, not regulatory protection. 

The design of the ombudsperson raises a deeper 
concern. Globally, an ombudsman derives legitimacy 
from independence, an institutional buffer between 
the citizen and the system. That legitimacy flows from 
distance: From executive control, regulatory hier-
archy, and organisational incentives. The Code col-
lapses this distance by requiring Sebi to designate one 
of its own officers as ombudsperson. This merely 
rebrands an internal officer as an ombudsperson, who 
remains subject to the same service rules, career pro-
gression, and institutional culture. Even where 
officers act with complete integrity, the perception of 
neutrality is inevitably weakened.   

This matters because investor grievances are rarely 
private disputes. They are early warning signals of 
deeper market dysfunction: Mis-selling, disclosure 
failures, regulatory delay, supervisory gaps, or 
repeated tolerance of non-compliance by intermedi-
aries. Such grievances point not only to private mis-
conduct, but also to potential regulatory blind spots. 

An ombudsperson process is, by design, com-
plaint-led and party-driven. The regulator’s duty, how-
ever, is broader: To probe what lies beneath individual 
grievances and act in the public interest. An insider 
ombudsperson is structurally ill-positioned to per-
form this function with the independence investors 
expect. Treating the ombudsperson as the primary 
response to investor complaints risks converting 
market supervision from a proactive, regulatory func-
tion into a reactive, dispute-resolution exercise. 

The design flaws extend beyond conceptual coher-
ence. The ombudsperson has no jurisdiction over 
complaints against Sebi itself. They cannot execute 
their own orders, requiring investors to return to Sebi 
for enforcement. At the same time, compliance with 
an ombudsperson’s order does not bar Sebi from initi-
ating parallel or subsequent proceedings, exposing 
respondents to multiple proceedings, appeals, and 
open-ended uncertainty. 

Investor grievance redress must, in its design and 
operation, remain non-adversarial and regulator-led. 
Its purpose is not to arbitrate disputes between legally 
unequal parties, but to provide investors with a simple, 
credible, and confidence-building avenue of relief. If 
an ombudsperson must be retained, the institution 
must be demonstrably independent of the regulator 
and must follow a genuinely non-adversarial process. 

The Code has the opportunity to correct course. 
Restoring investor protection as an explicit statutory 
lodestar and redesigning the ombudsperson as a 
genuinely independent institution would strengthen 
trust, the most valuable asset of any securities market. 
vvvvvvvvvvvvvvvvvvvvvvvv 
The authors are legal practitioners and  
have previously worked at Sebi

Don’t ditch field visits for digital data
It was a “hallelujah” moment for me — as a preacher 
and practitioner of customer centricity and of view-
ing issues through the “people lens”— to read a piece 
in a mainstream newspaper exhorting Indian 
Administrative Service officers to make their work 
more meaningful and effective by taking the trouble 
to step out of their offices and “experience firsthand 
how villagers live and understand their problems 
face to face”, despite the steady streams of digital data 
and remote monitoring  available to them. (“Walk 
with the people, would you, collector 
Saab?” Times of India, March 27, 2026) 

This is good advice for business as 
well, where, as with government, live, 
dynamic data, dashboards and seduc-
tive analytic tools fuel the illusion of 
knowing your customer and obviate the 
need to connect with them in person. 
The point often missed is that the data 
and dashboards tend to be  supply-sided 
chronicles of company effort rather 
than customer outcomes. 

A highly tech-savvy chief minister 
(CM) who occupied office at the turn of the 
millennium was admired for his cutting-edge modern-
ity and his data-driven approach to his job. It was often 
said, half in jest, that he was the darling of the non-
voting elite of Nariman Point. A consultant from one of 
the many top firms he had engaged, proudly reported 
that with their help, the CM reviewed data on cases 
relating to health problems the state faced, one district 
at a time, every Thursday morning. When he did not get 
elected for another term, his  corporate admirers 
debated whether Indians were ready for such evolved 
and efficient governance. Post-election vox pop on TV 
channels and political analysts reporting from the field 

said that he would have fared much better had he spent 
more time among the people. It would have helped him 
overcome the blind spots in his understanding of their 
concerns, as well as gain the benefit of being seen by 
them as someone who listens. 

With the excitement about artificial intelligence’s 
(AI’s) immense capabilities and potential valuations of 
AI-centred businesses, several startup ideas are sent my 
way for evaluation around replacing human respon-
dents in market research studies with digital twins or 

synthetic respondents, saving money 
spent on market research and reducing 
time to market. Trained by past company-
owned and public  data, they propose their 
use for predicting acceptance of new 
offers, or ad testing, or price-behaviour 
modelling, or as the more assertive propo-
sals state, for widespread use so that 
human respondent-based market 
research need never be done. It takes a lot 
of effort and patience to persuade them to 
read some more and reflect on consumer-
intrinsic “whys” and external drivers of 
consumer behaviour; then, assess the 

extent and situations in  which a model trained on past 
data or a certain assumed model of competitive supply 
is safe to use, and based on that, decide what decision 
problems may require fresh insight from real people, or 
what continuous tracking of real people’s minds is 
needed to make the synthetic respondents more versa-
tile. (ChatGPT agrees with this!) 

The critique of algorithm driven performance mar-
keting is also that customer insight gets short shrift 
and, as the managerial gut on what consumers are 
thinking and feeling and how they decide is weakened 
and blunted, the ability to innovate, or disrupt the 

market, or punt on very nascent trends gets poorer. 
Businesses need to walk the talk on their mission 

statements where it is de rigueur to state their resolve 
to delight their customers or declare how customer-
obsessed they are. The first step is to realise that these 
statements are all about “we” (the company), rather 
than about “them” (the customers), and that the miss-
ing part is what the company strives to do for their cus-
tomers to make them delighted, and how it achieves 
that. Often customer obsession is defined by com-
panies as accessing customer spend 360 degrees, more 
cross-selling, increasing ticket sizes or frequency of 
consumption, and improving “stickiness”, and not in 
terms of  solving customer problems or increasing cus-
tomer-perceived value in their lives. 

This is the season of annual operating plans being 
approved by the board, as required by law. As we all 
know, most plans rest on the logic of  “industry is 
expected to grow at x per cent and, on that basis , we will 
grow y per cent”. Perhaps boards also need to do their 
bit in pushing customer centricity by asking (especially 
if the company is a market leader) how exactly industry 
growth happens and what customer-related assump-
tions underpin this forecast. They must also ask for 
growth plans to be broken down into components of 
price-led growth, mix (or portfolio)-led growth, and 
volume-led growth, and then ask “who”— not to be 
confused with “where” (geography) and “what" (prod-
uct) — this growth will come from and why, Socrati-
cally drilling it all the way down to management’s 
foresight about customer behaviour. Yes, it works for 
all kinds of business, be they business-to-customer, 
business-to-business or direct-to-consumer! 
vvvvvvvvvvvvvvvvvvvvvvvv 
The writer is the author of Lilliput Land: How Small 
is Driving India's Mega Consumption Story

The canon of international relations pre-
dominantly comprised Western 
assumptions and experiences until the 
birth of independent nations after World 
War II. Perspectives drawn from the 
experiences of previously colonised 
people challenged the dominant con-
ceptions of international relations. This 
intensely researched book, with con-
tributions from Professors Shibashis 
Chatterjee and Anindya Jyoti Majum-
dar, both from Jadavpur University, and 
Assistant Professor Sulagna Maitra from 
University College, Dublin, offers alter-
native perspectives that have taken  
centre-stage in the global discourse — 
environment, climate change, technol-
ogy, gender, refugees, debt, human 

security and so on. This book is a treas-
ure and will remain invaluable for stu-
dents and scholars of international 
relations and history. 

Professor Chatterjee explains that in 
the current interdependent globalised 
world, the philosophy of realism based 
on sovereignty, propounded by Hans J 
Morgenthau, has serious limitations. He 
substantiates this with Kenneth Waltz’s 
balance of power theory, validated by 
Stephen Walt’s balance of threat theory, 
which posits that nations tend to seek 
alliances or regionalism to balance 
against threats rather than capabilities. 
Asean’s pursuit of a common and collec-
tive security is a case in point. Multi-
polarity, represented by India, the 
European Union and others can be an 
effective tool against hegemonic ten-
dencies. Liberalists such as Robert Keo-
hane and Immanuel Kant argue that the 
involvement of international institu-
tions and structures can widen states’ 
perception of self-interest through econ-
omic cooperation. 

Overarching globalisation is said to 
limit state power. At the same time, the 

multipolar and multi-civilisational 
impact of the last two decades are trans-
forming the state’s perception of inter-
national relations. Similarly, since 
ethnicity and culture have cross-border 
influences, they tend to limit state 
power. Given this cultural universalism, 
Samuel Huntington’s “Clash of Civilisa-
tions” is parochial and overstretched, 
Professor Chatterjee argues. 

Anindya Jyoti Majumdar points out 
that the rise and fall of great powers 
have always been accompanied by great 
wars. That is because major powers 
have used projection of military muscle 
to dominate and maintain a semblance 
of order in the international system. 
Foreign policy invariably backs 
national interests. But today’s age of 
technology — cyber warfare, drones 
and the use of AI-powered systems — 
puts limitations on absolute power. At 
the same time, we are witnessing the 
return of hegemonic power when major 
powers may no longer wish to legit-
imise their unilateral actions through 
international bodies, as Russia’s attack 
on Ukraine and the United States’ 

strikes on Venezuela and Iran suggest. 
Professor Majumdar also dwells on 

the changing notion of national security, 
which in the contemporary era 
encompasses non-traditional issues 
such as water, energy, environment, cli-
mate change, refugees, and so on. The 
United Nations has played an important 
role in leading the world community 
with collaborative global actions towards 
a better future with pragmatic choices, 
including Sustainable Development 
Goals. States’ identity, he says, is increas-
ingly tied into the sense of international 
community with its norms and codes. He 
agrees, however, that UN reform is 
imperative for tackling impending global 
challenges meaningfully. 

Sulagna Maitra explains that global 
governance is multi-layered, and region-
alism is a pervasive feature of interna-
tional relations underpinned by 
interdependence, cooperation and inte-
gration. The proliferation of regional 
bodies in many parts of Asia, Latin 
America and Africa and emerging econ-
omies’ groups such as Brics in the 21st 
century play a critical role in addressing 

shared global challenges. 
Professor Maitra shows 

how globalisation has 
impacted the global political 
economy and relations among 
nations. Most favoured 
nation-based free trade ended 
the era of mercantilism and 
protectionism that dominated 
the world economy for cen-
turies. Global trade is now 
dominated by supply chains 
with focus on components 
and intermediaries in which 
the emerging economies are 
playing a dominant role. 
Investments are flowing both 
ways now, with leading busi-
ness houses of China, South 
Korea, India and other devel-
oping economies also invest-
ing in the West. 

However, this openness has come 
with high costs for the Global South in the 
form of a steep income divide, unemploy-
ment, environmental degradation, crony 
capitalism, and so on. Professor Chatter-
jee says capital today is not productive, 
but speculative, controlled and manipu-
lated by corporate actors. British political 
economist Susan Strange called it 
“Casino Capitalism”. The power of wealth 

of multinationals exerts enor-
mous influence on the state. 

Professor Chatterjee also 
elaborates on the impact of 
globalisation on the Indian 
state, especially in its leading 
cities, where liberal Western 
consumerism and cosmopoli-
tan culture, media and enter-
tainment often clash with 
tradition. However, in South 
Asia, the basic framework, he 
says, has not altered; territorial 
reality, sovereignty, national 
security, survival, ethnicity, 
and resources-sharing con-
tinue to dominate the politics 
of the subcontinent. India’s 
foreign policy in the post-Cold 
War era is said to have become 
distinctly realist as both the 
United Progressive Alliance 

and the National Democratic Alliance 
governments sought to transform India 
into a major power in world politics. Such 
a projection hinges on the country’s 
economic capability as well as its ability 
to negotiate, both a vociferous domestic 
polity and a complex neighbourhood. 
vvvvvvvvvvvvvvvvvvvvvvvv 
The reviewer is a former Indian Foreign 
Service officer. dammuravi@gmail.com

A Global South perspective on foreign affairs
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New securities code 
leaves investors exposed

illustration: binay sinha

A missing statutory purpose and a flawed grievance 
architecture could erode investor trust

m s sahoo & sumit agrawal

rama bijapurkar

OPINION 9
bbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbb
stay informed through the day @ www.business-standard.com

14 of 34



Securities Markets Code: Embed 
regulatory impact assessments 

Market regulation needs to evolve but every new rule should be tested for its necessity, proportionality and consequences 

M. DAMODARAN & 
SUMIT AGRAWAL 
are, respectively, chairperson, Excellence 
Enablers, and former chairman, Sebi, UTI and 
IDBI; and managing partner, Regstreet Law 
Advisors and a former Sebi officer. 

ndia's capital markets have grown at a remarka 
ble speed. Retail participation has surged, insti 
tutional capital has deepened and technology 
has transformed intermediation. Regulation 
has expanded alongside. The Securities and 
Exchange Board ofIndia (Seb) today adminis 

ters over4principal regulations and 13 statutory 
rule pemented by more than 2,700 circulars 
(inclua rcirculars), guidelines, FAQS, gen 
eral orders and frequent amendments. These span 
listed companies, intermediaries, managers of port 
folio management schemes, mutual funds and alter 
nate investment funds, apart from rating agencies, 
disclosure norms, takeovers, insider trading, stock 
exchanges, clearing corporations and depositories. 
Each framework evolves constantly, often with 
multiple changes in a single year. 

Regulatory evolution is inevitable. As products, 
risks and market structures evolve, regulation 
must keeppace. But accumulation raises a sharper 
questionAre we adding rules or improving out 
comes? The answer lies in embedding 
impact assessment (RIA) into rule-making. 

Regulation is essential. Markets face informa 
tion asymmetry, agency conflicts and systemic 
risk. Investor protection and integrity are non 
negotiable. But regulation is also an economic 
intervention. It imposes costs, alters incentives and 
shapes competition. Disclosure mandates require 
systems, personnel and audit trails, Governance 
mandates reshape board behaviour and liability 
exposure. Entry norms determine who partici 
pates. These effects compound. 

Frequent amendments amplify this burden. 
Large institutions absorb it; smaller players strug 
gle. The result is not just higher compliance cost, 
but distortions in competition, higher entry barri 
ers and reduced market diversity. RIA does not 
dilute regulation. It disciplines it. It asks whether a 
proposedrule isa necessary, proportionate and 
effective response toa cdearly defined problem. 

Thefirst step is clarity. What problem is being 
solved? Is it systemic orepisodic? Is it evidenced or 
anecdotalPRegulation built on isolated events 
risks overreach. 

Second, alternatives. Regulation is not the only 
tool. Supervision, enforcement, better disclosures 
ormarket incentives may achieve the same objec 
tive with lower cost. 

THEIR VIEW 

Third, costs and benefits. Precision may be elu 
sive, but direction is not. Compliance costs, technol 
ogy investments, liquidity impact, barriers to entry 
and effects on capital formation must be weighed 
against gains in transparency and stability. 

Fourth, consequences. Markets adapt. Tighten 
ing one segment could shift activity elsewhere. 
Withevery regulation, grey areas emerge. Higher 
compliance accelerates consolidation. Entry 
barriers dampen innovation. 

Finaly, post-implementation review. Regula 
tions must be tested against outcomes. Periodic 
review, sunset clauses and outcome-based monitor 
ing prevent regulatory accumulation from turning 
into regulatory inertia. 

Globally, these principles are embedded in 
statutory frameworks. In the US, Sections2(b) of 
the Securities Act of1933, and 3() ofthe Securities 
Exchange Act of1934require the Securities and 
Exchange Commission (SEC) to consider effi 
ciency, competition and capital formation. Rule 
making requires detailed economic analysis. 
Courts enforce this. In Business Roundtable vs SEC 

(2011), the proxy access rule was struck down for 
inadequate economic assessment. Regulatory 
authority must be exercised through reasoned 
analysis, not assumptions. 

In the UK, Section 1381ofthe Financial Services 
and Markets Act of 2000 mandates a cost-benefit 
analysis forproposed rules. The Financial Conduct 
Authority must explain expected costs, benefits 
and rationale. Australia follows a similar model 
thro T Statements. These 

,not weaken, regulators. 
India lacks this discipline. While Sebi followsa 

consultative process, economic analysis remains 
neither structured norvisible. Practitioners would 

readily point out that systemic discipline of the 
kind fostered by RIA, designed to evaluate the 
costs, benefits and alternatives to any regulation 
before it is framed, is largely absent in India's regu 
latory framework for securities. Underaregime 
where Sebi operates predominantly through dele 
gated legislation, this gapmatters. Without struc 
tureder-ante assessments, rule-making risks 
becoming convenience-driven rather than conse 
quence-oriented. 

fompact 

Even after the government nudged regulators 
towards betterrule-makingpractices and Sebi noti 
fieda framework in February 2025 on how regula 
tions should be made, amended and reviewved, its 
implementation is largely absent from the public 
domain. The proposed Securities Markets Code, 
intended to consolidate and modernize core securi 
ties laws, also omits any mandate for RIA orits dis 
closure. That is a significant omission, 

MINT 

The need is evident. Regulatory activity is fre 
quent and wide-ranging. Each change may be jus 
tified. The combined impact ofchanges is rarely 
assessed. Market participants must constantly 
update systems, retrain staffand recalibrate pro 
cesses. The cumulative cost issignificant. 

RIA introduces a simple test: Does the marginal 
ber 

This is not a deregulatory argument. Investor 
protection and systemic resilience remain non-ne 
gotiable. In fact, RIA strengthens these objectives. 
Evidence-based, proportionateregulation 
improves compliance andenhances enforcement 
credibility. Over-regulation, by contrast, risks dif 
fusing regulatory focus and diluting effectiveness. 

This is not deregulation but disciplined regula 
tion. Evidence-based rules enhance compliance 
and sharpen enforcement, while unchecked pro 
cedural layering dilutes regulatory focus. IfSebi 
ChairmanTuhin Kanta Pandey's stated'4T' frame 
work of Transparency, Trust, Technology and 
Teamwork' isto succeed, it must rest on a founda 
tion of mandatory regulatory impact assessment 
and public disclos closure. 

Institutionalizing RIA will require investment in 
capacity. Regulators need analytical expertise and 
access to data. Collaboration with academia, econ 
omists and data specialists will help. Impact assess 
ments should accompany draft rules, enabling 
informed consultation. A tieredapproach is feasi 
ble. Major interventions warrant full analysis; 
minorchanges, lighter scrutiny. The objective is 
discipline, not delay. 

India aims to be a leading global capital market. 
Investors, domestic and global, value predictability 
as much as protection. Transparent, r reasonedreg ulation builds confidence. 1T 1heg th ofIndia's 
regulatory framework reflects the dynamism ofits 
markets. The issue is not whether regulation 
shouldevolve;it must. It is whether eachrule is 
tested for necessity. proportionality and conse 
quence. As regulatory density rises, discipline 
becomes critical. The strength ofregulation lies 
not in its volume, but in its value. India does not 

lding regulatory 
enefit justify the cumulative cost? 

need more rules. It needs better ones-measured, 
not merely made. 
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INCE ITS ESTABLISHMENT 
in 1992, the Securities and 
Exchange Board of India 
(Sebi) hasevolved into one of 
the most powerful financial 

regulators in India, exercising extensive 
quasi-legislative, executive, and quasi- 
judicial powers. This hybrid institutional 
design has beenjustified by the demands 
of investor protection, market integrity, 
andregulatoryspeed.The Securities Mar- 
kets Code Bill, 2025 (SMC), now before 
Parliament, seeks to consolidate and 
extend this model. It,however, intensifies 

constitutional concerns about the limits 
of delegated legislationand the permissi- 
ble concentration of regulatory power. 

Inaconstitutional democracy,the pri- 
mary responsibility for law-making rests 
with the legislature. This includes the 
articulation of policy,shaped through par- 
liamentary deliberation and democratic 
accountability. Delegation to the execu- 
tive is constitutionally permissible. But it 
is limited to filling in details and opera- 
tionalising statutory policy, not deter- 
mining its core content. 

The line is especially firm when it 
comes to defining contraventions and 
prescribing punishment. These are core 
legislative functions: they delineate the 
boundaries of lawful conduct anddirectly 
affect liberty, property,and reputation, 
and must be determined by the legisla- 
ture.When delegation extends to these 
matters,itrisks crossingthe line from per- 
missible delegation into an abdication of 
core legislative responsibility. At its core, 
theissueis notregulatory power,butwho 
definesitslimits. 

The history of securities regulationin 
India reflects this careful balance. When 
Sebi was first vested with the power to 
impose monetary penalties in the mid- 
1990s,thelegislativeframeworkretained 
primary control over the definition of 
wrongdoing,both criminaland civil,while 
permitting flexibility in enforcement. 
Contraventions were identified in the 
statute, adjudication was structured 
through rules framed by the central gov- 
ernment,andappellate oversightlaywith 
the SecuritiesAppellate Tribunal. 

©® SECURITIES MARKETS RULES 
REGULATIONS DEFINING OFFENCES AND ADJUDICATORY PROCESSES TEST THE LIMITS OF PERMISSIBLE DELEGATION 

A constitutional question 
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The SMC departs from this discipline 
by allowing the regulatory authority to 
playamore active role in shaping contra- 
ventionsand penalties.Clause 92 permits 
the addition of contraventions beyond 
those specified in the statute, thereby 
enabling their scope to evolve. Practices 
once regarded as legitimate may laterbe 
reclassified as violations, and vice versa. 
This regulatoryflexibility,however,carries 
a deeper cost—it makes the boundary 
between lawful and unlaw- 
ful conduct contingent on 

randum of delegated legislation accom- 
panying the SMC that subordinate law- 
making would be confined to procedural 
and administrativematters;empowering 
the executive to define contraventions 
goeswellbeyond that limit. 

Whilethe SMCseeks,in part, toration- 

alise and decriminalise securities law, it 

retains criminal liability for a category of 
conduct described as“market abuse”.This 
appears to narrow criminal exposure and 

improve the ease of doing 
business.Yetitcarriesanin- 

executivedeterminationra- ~ SMC departs from  herent tension: even as Pa- 
therthan legislative choice.  dj scipline by letting rliament signalsrestraint, it 

Theseconcernsareacute h I delegates to the regulator 
in the realm of criminal lia- the r.egu atory theauthoritytoexpand the 
bility, which entails stigma, authority to play a scope of criminalisation. 
coercion,and deprivation of 
liberty. Given the severity of 
these offences, including 
imprisonment of up to 10 
years and fines up to 10 
crore, constitutional disci- 
pline demands that the core content of 
such offences be defined by the legisla- 
ture.Clause 93,however,enables theexec- 

utive to createadditional criminal contra- 
ventions and prosecute their breaches. 
The foundation of criminal liability thus 
shifts from parliamentary enactment to 
administrative fiat, militating against 
basic principles of legality. Courts,bound 
to give effect to valid subordinate legisla- 
tion, may thus uphold convictions based 
on norms that have not undergone leg- 
islative scrutiny. 

Thisshiftof critical policy choicesaway 
from elected representatives undermines 
democratic accountability and unsettles 
the constitutional balance between the 
legislature and the executive. It also 
departs from theassurance in the memo- 

more active role in 

shaping contraven- 

tions and penalties 

s — 

The result is not calibrated 
decriminalisation, but an 

open-endedarchitecture of 
criminal liability. 

The SMC compounds 
these concerns by restruc- 

turing the adjudicatory framework. It 
empowers Sebi to prescribe, through reg- 
ulations, the manner of conductingadju- 
dication proceedings. This departs from 
the existing model, where such procedu- 
res are governed by the central governm- 
ent-framed rules. This shift collapses the 
distinction between rulemakingand enf- 
orcement: the same authoritywould de- 
fine the norms, initiate proceedings,and 
design the process fortheiradjudication. 

Undertheproposed regime,Sebiwou- 
1d thus shape both substantive enforce- 
ment standards and the procedures gov- 
erningadjudication,whilealso controlling 
theappointment ofadjudicating officers. 
This concentration of functions may 
enhanceregulatoryefficiency,butitblurs 
thelinesbetween norm creation,enforce- 

ment,and adjudication, lines thatarecen- 

tral to preserving institutional balance. 
The concern is not of institutional ex- 

pertise or integrity. It is structural —such 
concentration can undermine the validi- 
ty of enforcement itself.The consequenc- 
esoffailingtomaintaininstitutional sep- 
aration are real. In Deloitte Haskins v. 
Union of India (2025), Delhi High Court 
quashed multipleshow-causenoticesand 
finalorders of the National Financial Rep- 
ortingAuthority on theground thatitfail- 
ed to segregate audit quality review from 
disciplinaryfunctions.Thelesson s clear: 
structural safeguards aren’t formalities; 
they are conditions of valid enforcement. 

None of this suggests that securities 
regulation should be weakened or that 
regulatory agility is undesirable. Modern 
financial markets demand swift, expert- 
driven, and adaptive intervention. But 
constitutional design requires that such 
agility be anchored in accountability. 
When delegation extends into domains 
that shape the boundaries of liability and 
the processes of adjudication, it begins to 
resemble not flexibility, but institutional 
substitution. 

The SMC thus raises a deeper consti- 
tutional question: How farcanregulatory 
consolidation go beforeitbeginsto erode 
the foundational distinction betweenleg- 
islature and executive? Modern markets 
demand a strong regulator, but that 
strengthmustrestonaclearlydefinedleg- 
islative foundation.Thelegitimacyofreg- 
ulation rests not only on expertise and 
efficiency, but also on its grounding in 
democratically accountable law-making. 

The SMCpresentsaconstitutionalinf- 
lection point for securities regulation. It 
offers an opportunity to modernise and 
streamline the law, but also carries a risk 

of unsettlingfirst principles.When the po- 
werto define offences,expand criminal li- 
ability,and designadjudicatory processes 
migrates totheregulator, theissue ceases 
to be one of regulatory efficiency and 
becomes one of constitutional design. 
Without careful recalibration, the result 

may not be better regulation, but a grad- 
ual erosion of the constitutional bound- 
aries that sustain therule of law.
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In depository 
architecture 
TRANSFORMATIVE. Three structural shifts elevate depositories, 

but recasting its participants complicates investor protection 

MS SAHOO 

SUMIT AGRAWAL 

uried within the dense 
statutory language of the 
Securities Markets Code, 

2025 (SMC), lies a shift that 
is easy to miss but difficult to 

overstate. A depository, long treated as 
an intermediary under the Depositories 
Act, 1996, is now recognised as a market 

infrastructure institution (MII). At the 
same time, the depository participant 
(DP), earlier an agent of the depository, 

is recast as its member. These changes 
reflect a deeper reconfiguration of the 
depository’s role in India’s market 
architecture. Three structural changes 
make the elevation of depositories to 
MIIs both logical and, perhaps, 

inevitable. 
First, the expansion of function: 

Under the 1996 framework, depositories 

were essentially record-keeping utilities, 
responsible for the allotment and 
transfer of securities. The SMC 
significantly broadens this mandate. 
Depository services now include the 
distribution of monetary and 
securities-based benefits, facilitation of 

electronic voting, the exercise of 
interests and rights attached to 
securities, and such other services. 

Depositories are no longer passive 
ledgers. They are the institutional 
interface through which investors 
receive entitlements and participate in 
corporate governance. An entity that 
distributes dividends, enables voting, 

and administers rights issues is integral 
to market functioning in a way that far 
exceeds the role of an intermediary. 

Second, the expansion of scope: The 
earlier regime largely confined 
depository services to securities within 
the securities market. The SMC expands 
this to ‘other regulated instruments,’ 
defined broadly to include instruments 
governed by any regulatory authority. 
This opens the door to the 

dematerialisation of a much wider class 
of assets, beyond traditional financial 

instruments, including small savings 
products, insurance policies, pension 
credits, loan contracts, warehouse 

receipts, carbon credit certificates, land 

records, and even testamentary 
instruments such as living wills. As the 

universe of dematerialised assets 

expands, so does the systemic 
importance of the depository. It moves 

from being a market utilityto a 
foundational layer of the financial and 
potentially administrative architecture. 

Third, the elimination of choice: 

The 1996 Act allowed investors to 
choose between physical and 

dematerialised holdings and optin and 
opt out of the demat system. The SMC 
largely removes this choice, subject to 

limited grandfathering. Securities must 
now be issued and held in dematerialised 

form. The depository is no longer an 

efficiency-enhancing option; itis a 
compulsory gateway to the market. 
Once participation becomes mandatory, 

the institution's design, governance, and 
accountability assume far greater 
significance. 

Taken together, these three structural 
changes transform the scale and 
centrality of depositories. The volume 

and diversity of transactions they handle 
are set to increase exponentially. 
Mandatory dematerialisation of mutual 

fund units, given the scale of folios and 
transaction frequency, would by itself 
multiply the system’s footprint. When 

other regulated instruments follow, the 
growth would compound further. And 
once the depository layer extends across 

all services associated with the 

dematerialised universe, the effect 

Depository participants 
are no longer agents; 
they are members of 
the depository. The 
architecture shifts from a 
principal-agent model to 
one of membership and 
institutional governance 

would shift to an entirely different order 
of magnitude. In such a landscape, the 

emergence of multiple, possibly 
specialised, depositories is not 
inconceivable. The law, in recognising 

depositories as MIIs, appears to be 
catching up with this operational reality. 

FROM AGENTS TO MEMBERS 

But does this transformation warrant a 
corresponding shift in the role of DPs? 
Under the earlier framework, DPs 

functioned as agents of the depository. 
This had substantive consequences for 
investor protection. Liability was 
centralised; risk was absorbed at the top. 
If an investor suffered a loss due to the 
negligence of either the depository or 
the DP, the depository was required to 
indemnify the investor upfront, witha 

right of recovery against the errant 
participant. This structure ensured that 
the investor dealt, in effect, with a single, 

well-capitalised institution that stood 
behind the system. 
The SMC alters this conceptual 

foundation, even asit retains the 

indemnification outcome. DPs are no 
longer agents; they are members of the 

depository. The architecture shifts from 
a principal-agent model to one of 
membership and institutional 
governance. Depositories are recast 
along MII lines: they set eligibility 
norms, regulate admission and 

expulsion, and exercise disciplinary 
powers through their bye-laws, while 
members may hold limited ownership 
and governance rights. The resultisa 
carefully constructed hybrid, 
membership in form, but with elements 

of centralised liability preserved. Over 
time, this architecture could also allow 

depositories to engage more directly 
with investors, potentially through their 
own service channels, reducing the 
degree of intermediation that has 
traditionally defined the DP’s role. 
The shift is historically resonant. 

Before the 1992 reforms, Indian 
securities markets were organised 
around membership-based institutions, 
in which ownership, trading rights, and 
governance were closely intertwined. 
Those reforms dismantled this 
structure, separating ownership from 
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trading membership, and recasting 
members as regulated actors within 

institutional frameworks. The SMC 

does not revive the earlier model, but it 
does align depositories conceptually 

with the MII architecture, much like 

stock exchanges. 
In the securities market, membership 

operates on a different logic from 
agency. Membership implies regulation 
and discipline within an institutional 

framework; it does not automatically 
attribute the conduct of members to the 
institution. Agency, by contrast, carries 

with it an element of attribution and 

responsibility. This creates a subtle but 
important tension. Is the SMC merely 

relabelling what remains, in substance, 

an agency relationship? Or does it mark 
the beginning of a gradual shift towards 

a model where depositories resemble 
exchanges, whose members are 
regulated but whose conduct is not 

attributable to the institution? 

The question is not merely semantic. 
While the indemnification framework 

preserves investor outcomes, it shifts 
the underlying logic of the system. Over 
time, as the regulatory framework 

evolves and the system matures, this 
distinction may acquire practical 
significance. It goes to the heart of 

where trust is located: whether it 

remains concentrated in the institution 
or becomes more diffusely distributed 

across its participants. 
In this sense, the SMC does more than 

modernise depository law. It redefines 

the institution. It expands its role, 
broadens its reach, embeds it within the 
core market infrastructure, and 

positions it at the centre of an 
increasingly digitised financial system. 

The elevation of depositories to MIIs 
is easy to justify. Whether the parallel 
recasting of DPs strengthens or subtly 
dilutes the architecture of investor 
protection is less certain. 

For now, the law attempts to hold 
both ideas together. Whether this 
balance endures will be the defining 
question this quiet reform leaves 
behind. 

The writers are legal practitioners and former officials 

of SEBI
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HE SECURITIES MARKETS 
Code(SMC)Bill, 2025, recas- 
ts stock exchanges, the bed- 
rock of market infrastruc- 
ture, as instruments of the 

state. It explicitly vests them with quasi- 
legislative, executive,and quasi-judicial 
powers—functions unmistakably public 
in character. Their rule-making is subject 
to parliamentary scrutiny and civil court 
jurisdiction s expressly barred. 

Theregulatormaynowdelegatetoex- 
changes theauthoritytoregister specified 
classes of intermediaries and investors 
andtoregulate defined segments of mar- 
ket participants.In discharging these fun- 
ctions, exchanges are bound by the same 
dueprocess—fairness,transparency,non- 
discrimination, confidentiality,and nat- 

uraljustice—that bind the regulatoritself. 
In effect, the Bill positions exchanges as 
“mini-states” within the securities ecos- 
ystem, broadlyanalogous to the regulator. 

This, however, revives a familiar 

dilemma: Can a for-profit commercial 
entity exercise sovereignauthority,ampli- 
fying earlierdebates over member-driven 
associations,without compromising mar- 
ket integrity? Can an exchange ensure 
that the private interests of shareholder- 
members do not eclipse its public man- 
date? In other words, can an exchange 
truly operate as a “regulatory chimera”, 
simultaneously policinglisted companies 
and intermediaries and the bulls and 
bears of the market, on which it relies for 

the creation of shareholdervalue? 
Thetrajectory of India’sexchangesres- 

embles the story of the movie The Curious 
Case of Benjamin Button. Indian exchan- 
gesappear toage in reverse, not biologic- 
ally,butstatutorily—graduallyreclaiming 
powers onceceded.BeforeIndependence, 
they were self-regulatory broker associa- 
tions that effectively governed the securi- 
ties market through their own rules.The 
first, set up in 1875 as the Native Share 
and Stock Brokers’ Association, framed 
and enforced its own norms. The Securi- 
ties Contracts(Regulation)Act,1956,later 
accorded this model formal recognition. 

Each exchange functioned within a 
demarcated territoryapproved by thecen- 
tral government. Within this domain, it 

® REGULATORY RECAST 
THEIR STATUTORY ROLE RISKS COMING FULL CIRCLE, RAISING FUNDAMENTAL QUESTIONS ON MARKET REGULATION 
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listed companies, admitted members, 
conducted trading, and oversaw clearing 
and settlement through its bye-laws, 
operating, in effect,as acompact democ- 
ratic forum. Reporting obligations were 
modest—annual reports and occasional 
disclosures upon requisition. This regime 
of “distant supervision” allowed 
exchanges to functionasmember-driven 
institutions—of the members, by the 
members,and for the members. 

That model endured for 

progressivelydiminishing the regulatory 
centralityof exchanges. 

In parallel, core exchange functions 
wereunbundled.Clearingand settlement, 
once integral to the exchange, shifted to 
specialised clearing corporations, while 
the custodyand transferof securities mo- 
vedtodepositoriesvia dematerialisation. 
These entities, along with exchanges, are 
classified as market infrastructure insti- 
tutions, effectively disaggregating what 

was once a unified exc- 
decades,butsteadilyeroded — hange-centricarchitecture. 
between 1990 and 2025, The SMC Bill Governance reformsre- 

driven primarily by threein- positions exchanges inforced this hollowing out. 
terrelated developments. 
First,its limitations became 

evident—self-regulation 
gradually degenerated into 

as 'mini-states’ 

within the securities 
ecosystem, broadly 

Demutualisation diluted 
member control; overtime, 

trading members disap- 
peared from boards, and 

insular“clubs”, often privi- shareholder influence got h . analogous to the ] 
leging member interests at 9 moderated.While address- 
the expense of investors.In- regulator ing conflicts, these mea- 
herent conflicts of interest — E————————————  sures distanced exchanges 
inthe mutual structure,wh- 
ere memberswereboth regulatorsand pa- 
rticipants,undermined credible self-reg- 
ulation. Episodes of misconduct, lenient 
enforcement,and collusive behaviourwe- 

akened investor confidence, promptinga 
shift of core functions to the regulator. 

Second, the rise of an empowered 
statutoryregulator,Sebi,between the gov- 
ernment and exchanges led to a steady 
migrationof regulatory functions.In pur- 
suit of comprehensive oversight, Sebi 
absorbed keyareas such as listing, disclo- 
sures, and corporate governance, leaving 
exchanges with a narrower remit. 

Third,as markets diversifiedwith par- 
ticipants, activities, and borders, exch- 

anges lacked the reach and capacity to 
regulatebeyond theirimmediatedomain. 
The regulator, with expanding and even 

| extra-territorial authority, filled this gap, 

from both owners and 
users, leaving them with attenuated 
authority over markets they once ruled 
over.The 2019 amendment empowering 
the regulator to impose penalties of up to 
%25 crore on exchanges for non-compli- 
ance further inverted the earlier regime, 
where exchanges penalised constituents 
butwere themselves largelyimmune. 

Regulatory centralisation reduced ex- 
changes to implementation arms. The 
listingagreement gave way to the Sebi (Li- 
sting Obligations and Disclosure Requir- 
ements) Regulations,2015,withsubstan- 

tive norms prescribed directly by Sebi. 
Amendmentsto exchangebye-laws incr- 
easingly emanate from Sebi,while boards, 
dominated by public interest directors, 
decide matters with limited shareholder 
involvement. Even key managerial app- 
ointments,at times including the process, 

require prior regulatory approval. Collec- 
tively, these measures render exchanges 
akin to attached offices of the regulator, 
with constrained autonomy. 

Yet,the SMC 2025 reverses thistraject- 
ory.Paradoxically,exchangesare being re- 
empowered when their for-profit, listed 
status makes them more susceptible to 
conflict. Delegating sovereign functions 
toaprofit-seeking entity differs fundam- 
entallyfrom delegationtotraditional bro- 
kerassociations ormemberinstitutes like 
the Institute of Chartered Accountants of 
India that donot pursue any bottom-line 
motive.Theregimerisksadualregulatory 
state—the principal constantly disciplin- 
ing the agent even as both exercise conc- 
urrentauthorityand parallel enforcement 
by exchangesand Sebi for the same viola- 
tions,despite theintent toreduceoverlap. 

Reforms must reckon with this Ben- 
jamin Button scenario. One option is to 
shift regulatory functions to a separate 
not-for-profit entity,promoted by excha- 
nges, Sebi, or third parties, on the lines of 
the Securities Exchange Commission— 
Financial Industry Regulatory Authority 
modelin the US.Another alternative is to 
verticalise functions, with strict Chinese 

walls notjustbetweenbusinessand regu- 
lationbutalsoamongtheexchange’sown 
legislative, executive, and adjudicatory 
roles.Athird optionisclearerjurisdictional 
demarcation, with surveillance and 
enforcementlargely centralised in Sebi,or 
evena fulltransfer of regulatoryfunctions 
to Sebi.Afourth (more structural)alterna- 
tiveis to revisitthe for-profit modelitself, 
reverting exchanges tonot-for-profitenti- 
ties with robust governance safeguards 
aligned to their regulatoryrole. 

Operationalising the Sebi-exchange 
principal-agent framework under the 
SMC requires substantially more preci- 
sionandlegal certaintythan currently evi- 
dent in the Bill. Absent this, the regime 
risks overlapping proceedings and dif- 
fused accountability. If for-profit exch- 
anges are mandated to perform quasi- 
statefunctions,the enablinglaw mustalso 
graft the wisdom of elders and the neu- 
trality of judiciary into their souls. Lest 
theybecome aninstitutional mismatch— 

| powerfulin statutebut conflicted inspirit.
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Securities market code: end the 
current ambiguity over penalties 
The codes proposed revision is a chance to close space for adjudicatory interpretation and offer market participants certainty 

M. DAMODARAN & SUMIT 
AGRAWAL 

are, respectively, chairperson, Excellence 
Enablers, and former chairman, Sebi, UTl and 
IDBI, and managing partner, Regstreet Law 
Advisors and a former Sebi officer. 

ndia's securities enforcement framework has 
long faced a contradiction. Parliament has 
progressively introduced minimum penalties 
to strengthen deterrence. At the same time, it 
has retained broad adjudicatory discretion 
through mitigating factors. The coexistence of 

these two approaches has not produced balance; it 
hascreated uncertainty. 

This fault line resurfaced in the split decision of 
the Securities Appellate Tribunal (SAT) in Sukhraj 
Kaur Rajbans vs. Sebi (January 2026). The issue is: 
where a statute prescribes a minimum penalty, can 
an adjudicator reduce it below that threshold, or 
impose none, based on mitigating circumstances? 

The statutory framework appcars, at first glance, 
toadmit little ambiguity. Several provisions of the 
Securities and Exchange Board of India (Sebi) Act 
follow this familiar formulation: "not less than X, 
but which may extend to Y." This suggests: fix a 
minimum loor to ensure deterrence, while allow 
ing discretion within a defined band. Yet, this 
structure sits alongside Section 15J ofthe Sebi Act, 
which requircs adjudicating authorities to con 
sider factors such as disproportionate gain, inves 
tor loss and the repetitive nature ofa default. This 
is replicated in the Securities Contracts Regulation 
Act and Denositories Act. 

The tenst sion lies in reconciling these provisions. 
tinef rsreleva Are mitigating lacta only within the 

The SAT'ssplit verdict offers two competing 
answers. The majority adopts a purposive 
approach, treating Scction 15J as a substantive 
safeguard against disproportionate punishment. 
It recognizes that rigid application of minimum 
penalties may produce unjust outcomes, particu 
larly in cases involving technical violations, negli 
gible impact, subsequent compliance or bona fide 
conduct, and therefore allows flexibility to reduce 
penalties below the statutory floor. 

The dissent of the presiding officer takes a 
stricter view of legislative intent. Once Parliament 
has prescribed a minimum penalty, that threshold 
is binding. Section l5J mandates the determination 
ofa quantum within the statutory band but does 
not authorize deviation below it. To hold otherwise 
would dilute the statute through interpretation. 

Both approaches are defensible-and that is pre 
Cisely the problem. The law permits two internally 
consistent but mutually incompatible readings. 

In Sebi vs. Bhavesh Pabari (2019). the court held 
that once a violation is established. the imposition 
ofa penalty is mandatory, though its quantum 
must reflect statutory factors. In Scbi vs, Bharti 
Goyal (2023), it cautioned against substituting 
statutory penalties with warnings or other meas 
ures. Yet, these decisions stop short of addressing 
whether mitigating circumstances canjustify 

deviation from the statutory minimum. 
Indian jurisprudence is clcar that the power to 

impose a penalty is not an obligation to penalize in 
every case. Unless expressly barred by law, adjudi 

catory discretion extends to imposing a lesser pen 
alty-or none at allwhere circumstancesjustify 
it. Courts have repeatcly rejected mechanical 
enforcement, particularly where violations are 
technical, bona fide, non-repetitive, harmless, arise 
from regulatory ambiguity or evolving compliance 
frameworks, involve de minimis impact, reflect 
procedural lapses with substantive compliance but 
without market impact, or are promptBy rectificd. 

This principle is not merely theoretical. In a 
diverse market, violations vary widely. In such 

aos, gid appication of minimum penalties 
may be disproportionate toboth the conduct and 
its consequetes. 

sit:ations rioi 

It is precisely n nese these cases that Sebi officers 

have, in practice, stretched interpretive tools to 
avoid unjust outcomes. Some have imposed 
penalties below the statutory minimum; others 
have adhered strictly to the minimum despite rec 
ognizing mitigating circumstances. The result is a 
regime that is formally rigid but functionally 
inconsistent. 

This inconsistency undermines predictability 
the comerstone of regulation. Market participants 
cannot assess enforcement risk with confidence 
when similar violations attract materially different 
outcomes dependingon the aljucdicator's inter 
pretive approach. 

The propOsed Securities Market Code, 2025, 
before Parliament's Standing Committee of 
Finance, is an opportunity to resolve this ambiguity. 

The Code retains the same structure. Its penalty 
provisions (Clauses 97 to 109) continue to pre 
seribe minimum penaltics, often linked to fixed 
amounts or multiplesofunlawful gain. Clause lll 
mirrors Section l5J. requiring consideration of 
gain, loss and nature ofthe default. Yet, the Code 
remains silent on the central question: are mini 
mum penalties absolute, or can they yicld to pro 
portionality in exceptional cases? 

This silence is not neutral. By carrying forward 

REUTERs 

both rigid minimums and broad mitigating factors 
without clarifying their interaction, the Code 
ensures that these conflicts will persist. The ques 
tion that divided the SAT in this case will continue 
to divide Sebi adjudicators. 

The problem, therefore, is not one ofinterpreta 
tion but oflegislative design. 

Efective enforcement requires both deterrence 
and proportionality. But these objcctives cannot 
be reconciled througherpost adjudication alone. 
They must be embeddedin the law. The repeated 
reliance on ajudicatory discretion to correct dis 
proportionate outcomes suggests that penalty pro 
visions are not adequately calibrated. 

A more coherent approach would involve clear 
legislative guidance. Parliament must decide 
whether minimum penaltics are intended to oper 
ate as absolute floors or iflimited departures 
(including DO penalty) should be permitted based 
on clearly articulated factors such as absence of 
gain, harm or prompt rectification. This is signifi 

eoeral nrovi akh minimumn $eeto cant. given the lolakh 
sions. Equally. penalty frameworks mUst evoveto 
reflect the diversity of market participants. Retail 
investors, internediaries and systemic actors do 
not present identical risks and cnforcement should 
not treat them as such. Uniform minimum penal 
ties, applied without diferentiation, risk being 
both over-incusivr and under-effective and may 
raise concerns under Article tofthe Constitution. 

The Securities Market Code must also move 
beyondexpast review mechanisms and incorpo 

rate structured, crante assessments of penalty 
design. Without such discipline, enforcement will 
continue to oscillate between rigidity and discre 
tion, neither of which will operale with sulficient 
predictability. 

The SAT's split decision is not an aberration. It 
reflectsa deeper failure to reconcile certainty with 
fairness in the design oflndian securities law. Ifthe 

Code does not address this ambiguity. it risks per 
petuating a system where outcomes depend less 
on statutory clarity and more on interpretive pref 
erence. A market of India's scale and ambition 
should not have to live with this ambiguity. 

statutory range, or dothey permit departure from 

the minimum? 
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Beyond appeals

The crisis at the Strait of Hormuz will have a deep and prolonged effect on energy 
markets globally — and thus on inflation, output and growth. There is still no clarity 
on how long the crisis will continue. The Union government is clearly taking this 
threat seriously, which is admirable. Prime Minister Narendra Modi’s recent speech 
on the subject shows that it recognises the potential dangers of this geopolitical 
shock — especially the threat it poses to macroeconomic stability. When the price 
of crude oil stays elevated for long, India is particularly vulnerable to pressures on 
its external account. Thus, the Prime Minister was careful to stress the importance 
of conserving foreign exchange. He centred this around seven appeals to the nation. 
These include minimising foreign travel, cutting down on the amount of cooking 
oil used, and using public transport in order to reduce the consumption of petrol 
and diesel. The Prime Minister further called upon farmers to use less fertiliser, 
which is dependent on imported inputs that are part of the petrochemical supply 
chain. There was also an appeal to not buy gold. Indian purchases of gold are a per-
petual drain on foreign exchange. 

The government’s intent is to be lauded. Naturally, however, this cannot be the 
extent of how the government responds to the threat. Behavioural injunctions are 
valuable but policy choices matter even more. If the government allows prices to 
adjust swiftly in response to the changed supply situation, then people will auto-
matically follow suit. There is reluctance in the Indian polity to allowing prices to 
shift, for fear of the impact on vulnerable sections. This is a valid concern. Naturally, 
any distress that might be caused can and should be remedied by targeted inter-
vention. For instance, the government has already set aside a credit-guarantee plan 
for this purpose. Such concerns are, however, not a reason to avoid using prices. In 
particular, it is far more likely that the consumption of petrol and diesel will be 
reduced if their prices are allowed to rise in a controlled but responsive manner to 
the global prices. 

This is, technically, the system India already has to some extent. But the fact is 
that there are still political constraints on how much prices are allowed to adjust. 
Under such crisis circumstances — and it is clear now that the government correctly 
views this as a crisis — these constraints should be set aside. Some in Opposition 
parties have already begun to suggest that any changes to the prices of petrol and 
diesel will become a political issue. But these efforts must be ignored. There is every 
reason to believe that the public understands the broader global context of price 
increases. The government must also clearly communicate that neither the oil-mar-
keting companies (OMCs) nor the Budget can indefinitely shield consumers. OMCs 
are reported to be facing under-recoveries worth ~30,000 crore per month. 

Two other macroeconomic realities should be kept in mind. First, the safest 
approach to concerns about the current-account deficit is to allow the rupee to 
depreciate in such a way that imports generally decline. This does indeed appear 
to be the current policy, and it should be maintained. The second is that solid capital 
inflows can help manage such situations. Thus, the government must identify why 
the economy continues to be subject to capital outflows, including by foreign insti-
tutional investors. Reversing this trend will require accelerating the pace of reforms, 
including administrative reforms. 

Temporary obstacle
United States (US) President Donald Trump’s trade policy has received another 
blow from the country’s judiciary. The US Court of International Trade, a federal 
court that adjudicates civil disputes arising out of Customs and trade laws, last week 
ruled in favour of a company, Burlap and Barrel, which had said that the President 
had exceeded his legal authority in imposing 10 per cent tariffs on imports under 
Section 122 of the Trade Act of 1974. The Section was designed for the executive to 
quickly respond to a serious crisis in the balance of payments, by imposing across-
the-board tariffs on all imports. Clearly, the intent behind the law was to stave off 
the immediate expenditure on imports at a moment of financial instability. The 
President, however, imposed these tariffs when the US Supreme Court earlier this 
year struck down his so-called reciprocal tariffs under the International Emergency 
Economic Powers Act (IEEPA). The court, however, limited the immediate impact 
of this verdict by indicating that only the specific complainant be reimbursed, not 
every single importer that has so far been forced to pay the 10 per cent levy. 

On the one hand, this makes planning for trade to the US even more compli-
cated. It introduces additional uncertainty since it is not certain who will appeal to 
have tariffs rebated, and who will win its case and when. On the other hand, it does 
not mean that the President, who has designed his economic policies around tariffs 
and has been a strong supporter of protectionism for decades, will necessarily 
retreat from his position. There are still other options in his arsenal, including the 
possibility of import duties under Section 301, which empowers the US Trade Rep-
resentative (USTR) to investigate and retaliate against foreign nations’ trade policies 
that are found to be unreasonable or discriminatory. The administration had 
warned that it would try multiple routes to restore higher tariffs after the Supreme 
Court’s verdict. 

For many countries around the world, including India, the possibility of Section 
301 tariffs is even more concerning than the arbitrary IEEPA levies the President 
introduced last year. While they are procedurally more complex to introduce, requi-
ring a formal investigation alongside a consultation with the economy being tar-
geted, they are also much harder to remove. India’s placement on the USTR’s Special 
301 Priority Watch List — alongside China, Indonesia, Russia, Chile and Venezuela 
— is a danger signal. This list is formalised following a supposed review of “the state 
of IP (intellectual property) protection and enforcement in US trading partners 
around the world”. The USTR has also claimed that there is evidence that India has 
structural levels of excess capacity, which it views as an unfair advantage in trade. 

The sectors it has highlighted include solar module manufacturing, which, it 
says, has the ability to produce up to three times the domestic demand, as well as 
petrochemicals and steel. The danger should not be minimised. The President’s 
tariff agenda is not a negotiation tactic as much as it is the core of his economic 
nationalism — and, as such, is unlikely to be much diluted, whatever legal road-
blocks are thrown in his way. While courts might constrain and change the methods, 
they are unlikely to cause him to waver from his objective. It is, therefore, important 
for India to state its position clearly and avoid getting trapped by tariffs imposed 
under different laws that lack economic logic.

Judicial roadblocks for tariffs won’t change Mr Trump’s mind

Prices are the best way to change consumer behaviour

Reportedly, the National Stock Exchange of India 
Ltd, the country’s leading stock exchange, is set to 
settle with the Securities and Exchange Board of 
India (Sebi) long-pending allegations that it failed to 
conduct its business in accordance with applicable 
laws by paying ₹1,800 crore. 

At one level, this is a settlement between a regulated 
entity and its statutory regulator. Significantly, how-
ever, it involves two agencies performing statutory 
regulatory functions. This assumes added significance 
in light of the proposed Securities Markets Code, which 
recasts stock exchanges as market infrastructure insti-
tutions (MIIs) and entrusts them with functions akin to 
those of the regulator.   

It is now routine for MIIs to face 
monetary consequences for regula-
tory failures, through settlement or 
adjudication, occasionally accompa-
nied by non-monetary sanctions. This 
reflects a policy preference: Serious 
structural measures, such as cancella-
tion of authorisation, are often 
impractical, given regulatory entry 
barriers and the systemic implica-
tions. While such penalties may 
influence internal governance and 
compliance incentives, their deter-
rent effect is not unambiguous, particularly where the 
financial burden is ultimately borne by shareholders of 
the MII and investors in the wider market, the very con-
stituencies the regulatory framework seeks to protect. 

This raises a deeper structural concern: An asym-
metry in accountability. Economic laws typically dis-
tribute responsibilities across State actors 
(ministries, regulators, adjudicatory bodies) and pri-
vate participants, including firms and individuals. 
Accountability mechanisms, however, are uneven. 
Private actors operate within a dense framework of 
clearly defined contraventions and calibrated 
penalties. By contrast, accountability for State actors 
is more diffuse, and not always designed to address 
regulatory failure directly or proportionately. 

Securities law illustrates this contrast. The statute 
and its regulations meticulously enumerate contraven-
tions by private entities and prescribe penalties, includ-
ing a residual provision for unspecified violations.  Yet, 
they do not establish a comparable framework for 
addressing failures by the regulator itself in discharging 

statutory functions, such as delays in decision-making 
or failure to act within prescribed timelines. Nor do they 
provide an equivalent regime of legal norms and conse-
quences for lapses by public sector entities. Similar pat-
terns are observable across sectoral regimes, where 
detailed compliance architectures for private actors 
coexist with relatively underdeveloped mechanisms for 
addressing lapses by public authorities. 

In practice, this produces an imbalance. Contraven-
tions are assessed not by their nature or impact, but by 
the identity of the actor. MIIs and Sebi both perform del-
egated regulatory functions that are often indistin-
guishable in substance, yet their accountability is 

fundamentally asymmetrical. When 
a private entity, such as an MII, 
defaults, consequences are struc-
tured and predictable. When a regu-
lator or public authority falters in a 
similar role, consequences, if any, 
tend to arise through indirect and 
discretionary channels, such as judi-
cial intervention or audit findings. 
Courts have, on occasion, imposed 
costs or directed compensation 
against State agencies, but such out-
comes are case-specific rather than 
anchored in a statutory framework, 

and are often diluted or set aside on appeal.  
Traditional objections to imposing monetary or per-

sonal liability on State actors are not without force. 
Financial penalties on government departments may 
reallocate public funds without generating meaningful 
deterrence, while personal liability for institutional fail-
ures may discourage decision-making in already con-
strained environments. Many failures, moreover, stem 
from systemic or policy-level limitations rather than 
individual misconduct. 

Yet, these concerns justify calibration, not inertia. In 
sectors such as finance, telecommunications, and 
infrastructure, regulatory delays or lapses by public 
authorities can impose high costs on markets and 
citizens. For example, under the Insolvency and Bank-
ruptcy Code, delays in approvals by adjudicatory bodies 
can materially affect resolution outcomes, even where 
market participants have fulfilled their roles. A frame-
work that does not adequately account for such failures 
risks weakening overall regulatory discipline. 

Enforcement frameworks do evolve with institu-

tional roles. Stock exchanges operated for decades with-
out a formal penalty regime; only through legislative 
changes in 2019 were they explicitly brought within the 
ambit of monetary penalties. This shift recognised that 
as exchanges assumed greater regulatory responsibil-
ities, the accountability frameworks had to deepen. A 
similar evolution is now warranted for State actors per-
forming comparable functions in a market economy. 

What is required, therefore, is not an identical treat-
ment of public and private actors, but a coherent and 
proportionate accountability framework that evolves 
with function. Such a framework could: (i) identify cat-
egories of regulatory or administrative failure by State 
actors; (ii) distinguish between systemic deficiencies 
and individual misconduct; and (iii) prescribe calibrated 
consequences, ranging from institutional corrective 
measures and compensatory remedies to, in cases of 
deliberate or grossly negligent conduct, disciplinary or 
pecuniary sanctions. Where individual culpability is 
clear and intentional, responsible officials should be 
held accountable, subject to appropriate safeguards. 

The safeguards are critical.  Good-faith actions taken 
within statutory bounds should be protected through 
clear safe-harbour provisions. Liability should attach 
primarily to clear, attributable failures that meet 
defined thresholds, such as bad faith, gross negligence, 
or wilful disregard of statutory duties, rather than to 
outcomes shaped by broader policy or resource con-
straints. This would help avoid excessive risk aversion 
while ensuring that accountability is meaningful.  

Transparency can play a complementary role. The 
law could require periodic public reporting of penalties 
and adverse findings against government departments 
and agencies, alongside those levied on private partici-
pants. Such disclosure, in a clear and accessible 
manner, would enable citizens to assess patterns of 
compliance and institutional performance. This can 
shape electoral choices, with voters potentially favour-
ing governments that incur fewer penalties, an indica-
tor of more effective and lawful administration. Over 
time, it can also drive systemic improvements and rein-
force a culture of responsibility without relying solely 
on punitive mechanisms. Equally important is ensur-
ing that affected parties, market participants, profes-
sionals, or citizens have access to effective remedies 
where State action or inaction causes harm. This 
includes timely redress, appropriate compensation, 
and enforceable directions to perform statutory duties. 

A framework of this nature would align responsibil-
ity with accountability across both public and private 
domains. It would preserve institutional autonomy 
while ensuring that the exercise of public power, 
whether by the State or by bodies performing regulatory 
functions, is matched by credible consequences for fail-
ure. Without such symmetry, the promise of equality 
before the law remains incomplete. Embedding it in 
practice would strengthen regulatory discipline, 
enhance institutional legitimacy, and affirm a simple 
principle: Accountability must keep pace with author-
ity, and the rule of law must bind all who exercise it. 
vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv 
The authors are legal practitioners and worked for Sebi

Public sector compensation is one of the largest and 
most rigid components of government expenditure. Yet 
across countries, the true fiscal cost of public employ-
ment is often poorly measured. India is no exception — 
but recent analysis suggests the underestimation is far 
greater than previously understood. 

This issue has become pressing in today’s global 
environment. Public debt levels are elevated across 
advanced and emerging economies, interest rates are 
higher than in the pre-pandemic era, and fiscal policy 
is increasingly expected to respond to multiple 
demands — from energy and food security to climate 
transition and industrial policy. These pressures are 
straining fiscal frameworks, making it harder to distin-
guish between temporary support and permanent 
spending commitments. In 
such an environment, accu-
rately measuring rigid expen-
ditures becomes essential for 
fiscal credibility. 

At first glance, interna-
tional comparisons suggest 
India’s public sector compen-
sation burden is moderate, at 
around 3 - 3.5 per cent of gross 
domestic product (GDP) — 
below countries such as Brazil and South Africa, and 
comparable to several advanced economies. But such 
comparisons are misleading. Reported data excludes 
large segments of India’s public workforce and signifi-
cant components of compensation. How compensa-
tion is measured matters as much as how much is spent. 
International standards broadly include wages, allow-
ances, employer contributions, and in-kind benefits 
across general government, including subnational 
entities and public institutions. India’s reporting frame-
work diverges in three important ways. 

First, coverage is incomplete. Large segments of 
the public workforce — contractual staff, outsourced 
personnel, and scheme-based workers such as ASHA 
and Anganwadi workers — are typically excluded 
from headline salary figures. Internationally, workers 
performing government functions are generally 

included, regardless of employment status. 
Second, reporting is fragmented. Compensation is 

spread across multiple budget heads and institutions: 
Grants-in-aid to autonomous bodies, separate defence 
pay, distinct railway and postal pension accounts, and 
off-budget expenditures. In stronger public financial 
management systems, payroll and personnel data is 
increasingly integrated to provide a consolidated view. 

Third, definitions are inconsistent, particularly 
across states. While standardised definitions ensure 
comparability, Indian data varies significantly across 
budget documents, audit reports, and central bank 
databases. This undermines both inter-state compari-
son and aggregation at the general government level. 

When these gaps are addressed, the implications are 
striking. Adjusted estimates 
suggest India’s true public 
sector compensation bill is 
substantially higher than 
reported. After including 
missing components, com-
pensation rises from around 
2.4 per cent of GDP to around 
3.8 per cent for the Union, and 
further to about 4.6 per cent 
after taking into account 

public sector enterprise employees. At the state level, 
reported salary expenditure of about 2.5 per cent of GDP 
rises to over 4 per cent. These are not marginal revisions 
— they represent a fundamental remeasurement of 
fiscal commitments and recognise existing obligations 
more accurately. 

India is not alone. In Indonesia, non-salary honor-
aria have been estimated at nearly a third of the com-
pensation bill. Across advanced and developing 
economies alike, increasing reliance on contractual and 
non-permanent employment has complicated com-
pensation measurement. This has important fiscal 
implications. Compensation is “sticky” expenditure: 
Once incurred, it is difficult to reduce. Underestimating 
its true size can lead to overly optimistic assessments of 
fiscal space, miscalibrated deficit targets, and inad-
equate provisioning for long-term liabilities such as 

pensions. In federal systems like India, these risks are 
amplified by variation across states and the absence of 
a consolidated general government view. 

The timing is critical. India is preparing for the 8th 
Central Pay Commission, several states are reconsider-
ing pension systems, and the Union has introduced the 
Unified Pension Scheme. These decisions will shape 
fiscal trajectories for decades. Without accurate and 
comprehensive data, their implications cannot be 
properly assessed. What lessons does international 
experience offer? 

First, compensation measurement must extend 
beyond permanent employees to include all workers 
performing public functions, regardless of contractual 
form or institutional location. 

Second, definitions and classifications must be 
standardised. Aligning with international frameworks 
would make compensation data comparable across 
states, levels of government, and over time. 

Third, data systems must be integrated. Many coun-
tries are moving towards linking personnel, payroll, and 
treasury systems, enabling real-time tracking of work-
force size and compensation costs. India’s digital public 
infrastructure provides an opportunity to do so at scale. 

Fourth, pension transparency must improve. Inter-
national best practice increasingly includes actuarial 
projections of long-term pension liabilities. In India, the 
absence of such projections limits the assessment of 
fiscal risks and evolving pension commitments. 

Finally, better measurement should support — not 
precede —performance reforms. Attempts to link pay 
to performance often fail without a reliable and com-
prehensive measurement framework.   

India’s challenge is not simply whether to spend 
more or less on public sector compensation, but to 
understand what it is already spending. Without that 
clarity, fiscal policy risks underestimating long-term 
obligations. Improving how compensation is measured 
is, therefore, not a technical exercise. It is central to fiscal 
transparency, credible policymaking, and the effective 
functioning of the State. 
vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv 
The authors are with CSEP. The views are personal

In this book, James McDougal has pro-
vided an insightful story of what, in world 
history, being Muslim has meant at dif-
ferent times and in different places. Mr 
McDougal recounts the dramatic spread 
of Islam from the eighth century across 
West Asia, North Africa and into Spain 
and the Balkans, and, later, to Africa and 
Southeast Asia. 

The author also explains the cultural 
and scientific achievements of this new 
faith during the early period of the 
Umayyad and Abbasid caliphates and the 
destruction wreaked upon the latter by 
the Mongol invasions in the 13th century. 
In subsequent years, new empires 
emerged and broke up, with Muslim 

armies fighting each other and their non-
Muslim foes in Europe, Central Asia, 
India, and China. 

But the Muslim space, Mr McDougal 
points out, was “neither exclusive nor all-
encompassing”. In several conquered ter-
ritories, Muslims remained a minority for 
several centuries, living alongside Jews, 
Christians, Zoroastrians, Hindus, and 
Buddhists. Their beliefs and practices 
were also “richly varied” — influenced 
less by their faith and more by their own 
background (before they became 
Muslim), economics, politics, language, 
and culture. Nor did Islam suffuse their 
political order — “there was never a single 
model of an Islamic state, or of a Muslim 
society,” Mr MacDougal writes. 

One recurring theme that unites this 
book is Sufism. Like adherents of other 
formalised mainstream faiths, Muslims 
too sought a deeper spiritual life shaped 
by a profound understanding of God and 
a deep love for God that went beyond the 
aspects of law, governance and shared 
identity that Islam had provided. Islam 
had mystics — both men and women — 

from its earliest period whose tombs have 
been pilgrimage destinations for thou-
sands of followers over several centuries 
in different parts of the Muslim world. 

Among the great scholars who shaped 
Sufic thought and practice in Islam are: 
Abu Hamid al-Ghazali (d. 1058-1111) and 
Muhi al-Din Ibn al-Arabi (1165-1240). Al-
Ghazali upheld the importance of imple-
menting the obligations of sharia before 
seeking a personal interaction with God 
and obtaining knowledge and truth. Ibn 
Arabi grew up in Seville, in Muslim Spain, 
travelling to several centres of learning, 
before settling in Damascus. He is associ-
ated with the idea of “unity of being” or 
“oneness of existence”. 

The lives and teachings of Sufi saints 
evoked respect and served to popularise 
Islam among ordinary people. A good 
example is the Chishti order, founded by 
Abu Ishaq Shami (d. 940), which was 
brought to India in the 12th century by 
Khwaja Moinuddin Chishti (1142-1236), 
whose mausoleum at Ajmer annually 
attracts thousands of pilgrims of different 
religious denominations. One of the most 

interesting chapters in the book is titled: 
“Voices of Renewal”. It refers to dis-
cussions among Muslim scholars in the 
18th and 19th centuries about how Islam 
could be rejuvenated and made compat-
ible with the challenges of the modern 
era. Most of the discussants pursued 
internal self-criticism, moral regener-
ation and rectification of the faith. They 
accepted “the value of the present” rather 
than harking back to an idealised past. 

This was not a period of decline for 
Islam, Mr McDougal asserts, as the faith 
spread further than ever across Africa 
and Asia, these were, in fact, “times of 
creative, confident re-imaginings of what 
Islam and Muslim life should be”. 

During this period, the impact of Sufi 
scholars in Africa was significant. The 
teachings of two of them — Sidi Ahmad 
al-Tijani (1737-1816) and Sidi Mohammed 
ibn Ali al-Sanussi (1787-1859) — have 
spread across Africa and beyond. Al-
Tijani’s teaching is influential across 
northwest Africa, Malaysia, Indonesia 
and the Americas. While al-Sanussi 
avoided involvement in politics, his fol-

lowers became a force of resis-
tance against French and Ita-
lian colonial incursions, 
culminating, after the Second 
World War, in the installation 
of its leader, Idriss al-Sanussi, 
as king of Libya by the British. 
As Western imperialism seized 
power from Muslim poten-
tates through the early 20th 
centuries, it adopted a mono-
lithic view of the Muslim com-
munity — so that being 
Muslim became “a racial, 
more than a religious cat-
egory”. Muslims, Mr McDou-
gal says, were viewed “as a 
mass ruled by instinctive, 
inherited behaviours”. Build-
ing on this background, as the Cold War 
ended, US “neocons” (rightwing scholars 
who conflated US interests with those of 
Israel) identified “Islam” as the civilisa-
tional enemy of the West. 

Samuel Huntington’s 1993 essay, 
“Clash of Civilisations”, argued that con-
flict between Western and Islamic civilisa-
tions had been going on for 1,300 years 
and would shape the coming era. Mr 
McDougal describes these observations as 

“absurd” and as “ideology 
masquerading as analysis”. 
Huntington’s views had 
emerged from the outdated 
19th century European under-
standing of history founded on 
the integrity and supremacy of 
the West — though bad history, 
it was a powerful myth! This 
has travelled far beyond US 
shores to buttress authoritarian 
regimes and populist move-
ments in democratic states 
with prejudices that have 
“dehumanised Muslims, seeing 
them uniformly as enemies to 
be excluded or contained”. 

This book is a monumental 
work, providing an extraordi-

nary sweep of Islamic history in all its 
colour and diversity. It is founded on the 
profound scholarship appreciated by the 
specialist, but has the clarity and lucidity 
that appeals to the general reader. In 
these fraught times, this should be the go-
to work to investigate the dynamics of 
Islam — one of the world’s most powerful 
and enduring civilisational influences. 
vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv 
The reviewer is a former diplomat

Celebrating Islam’s rich heritage and diversity
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HE proposed Securities Mar-
kets Code consolidates the 
three existing laws into a sin-
gle legislative framework. 
There are good reasons for 
such a rationalisation. 

Consider this. The Securi-
ties and Exchange Board can initiate 
three types of  proceedings—under Sec-
tion 11B of  the Sebi Act, resulting in 
preventive and remedial directions; en-
quiry proceedings, which could lead to 
suspension or cancellation of  registra-
tion; and adjudication proceedings, 
which could culminate in the imposi-
tion of  monetary penalties. Compara-
ble provisions exist under the other two 
securities enactments as well.

In practice, the same case often trig-
gers parallel proceedings before differ-
ent authorities within Sebi. Although 
these proceedings are legally independ-
ent, authorities lower in the institu-
tional hierarchy generally tend to ar-
rive at findings similar to those reached 
at higher levels. Conflicting findings 
remain possible, too. More fundamen-
tally, the nature of  the sanction is deter-
mined at the stage of  initiating pro-
ceedings, before the gravity of  the 
contravention is fully established. 

The SMC seeks to address these con-
cerns by consolidating the multiple en-
forcement tracks into a single adjudica-
tory proceeding. An adjudicating officer, 
who may be anyone from a division chief  
or the chairperson, may determine the 
contravention first and then impose ap-
propriate outcomes. The framework em-
beds proportionality and deterrence by 
requiring consideration of  factors such 
as intent, duration and frequency of  the 
contravention, unlawful gains, investor 
harm, impact on market integrity, con-
duct of  the noticee before and after the 
contravention, precedents, and aggravat-
ing or mitigating circumstances.

This is a significant improvement. 
Yet, the consolidation of  proceedings 
also concentrates discretion in ways 
that may create new risks for consist-
ency, predictability and credibility.

Under the earlier framework, mone-
tary penalties could be imposed by a di-
vision chief, while more severe sanc-
tions such as cancellation of  registration 
or market restraints were generally im-
posed by a whole-time member. There 
was, thus, a broad correspondence be-
tween the seriousness of  the contraven-
tion, the severity of  the sanction and 
the rank of  the authority imposing it. 

The SMC may enable subordinate legis-
lation to prescribe the level of  officer 
who may act as AO, depending on the 
case’s gravity. Such calibration would 
strengthen institutional credibility and 
reinforce confidence in the outcomes.

The SMC also departs from the ear-
lier model under which adjudication 
procedures were prescribed through 
rules framed by the government. It in-
stead proposes that procedures be spec-
ified through Sebi regulations. This 
risks collapsing the distinction between 
rule-making and enforcement, since 

the same authority would frame the 
norms, initiate proceedings, appoint 
AOs, and prescribe the adjudicatory 
process. Retaining government-made 
procedural rules would preserve a 
healthier institutional separation.

The more serious concern, however, 
lies in the architecture of  enforcement 
discretion. Under Clause 20, the AO 
may impose one or more of  five broad 
categories of  measures: suspension or 
cancellation of  registration, cease-and-
desist directions, monetary penalties, 
disgorgement, and other appropriate 

directions. The code does not indicate 
when one remedy should be preferred 
over another, or when multiple reme-
dies should be imposed. 

The discretion widens further once the 
AO enters a particular category. “Appro-
priate directions” alone contain a menu 
of  11 measures, including restraining a 
person from dealing in securities, sus-
pending trading, annulling trades, and 
directing divestment of  holdings. Each of  
these then requires further calibration. 

These remedies are not interchange-
able. Disgorgement is restorative, aimed 
at stripping away unlawful gains made 
or losses avoided. Monetary penalties 
are punitive and deterrent. Market-ac-
cess restraints are preventive and pro-
tective. Suspension or cancellation of  
registration addresses institutional fit-
ness. Corrective directions seek to re-
store market integrity or undo the ef-
fects of  wrongful transactions. A serious 
contravention may, therefore, justify one 
remedy or several in combination. 

This creates what may be called the 
code’s cascading discretion problem. 
Even on a conservative estimate, the 
framework generates a very large matrix 
of  possible enforcement outcomes. The 
AO must choose not only among sanc-
tions, but also among their combina-
tions, scope, duration and intensity. 
Without a structured framework, simi-
lar cases may attract materially different 
outcomes. Unless a differentiating prin-
ciple is clearly articulated, enforcement 
risks appearing uneven and arbitrary.

The absence of  ex ante guidance also 
weakens deterrence. Regulated entities 
cannot reliably anticipate regulatory 
consequences, and enforcement risks 
becoming less predictable and less nor-
matively coherent. There is also a dan-
ger of  over- or under-enforcement.

The solution is not to reduce regula-
tory discretion, but to structure it. A 
modern securities code should not 
merely list the medicines available to 
the regulator; it must also prescribe 
when, why, and in what combination 
they are to be administered.

(Views are personal)

EARS ago, while releasing this 
writer’s book on judicial re-
forms, Justice J Chelameswar 
shared an anecdote. A judge of  
the Andhra Pradesh High Court, 
while dealing with a politically 
sensitive case, was confronted 

with two conflicting judgements of  the 
Supreme Court rendered the same year. 
The dilemma was disclosed to K Paras-
aran, then the Attorney General of  India, 
who appeared before the high court on 
request. The judge asked, “What should I 
do when there are two conflicting judge-
ments?” Justice Chelameswar recalled 
Parasaran’s reply: “Your lordships are 
very lucky. There are two judgements be-
fore you and you may choose to follow ei-
ther. But more often, I am confronted with 
a situation in the Supreme Court where I 
rely on the earlier part of  a judgement 
and my opponent relies on the later part 
of  the same judgement.” The humour in 
Parasaran’s response indicates the trap-
pings of  a poly-vocal court. 

It is not as if  every different voice 
from the Bench is a matter of  concern. 
There are instances where one Bench 
relies on a larger Bench’s judgement to 
say that a coordinate Bench went wrong. 
This is not an aberration to be worried 
about, but an assertion to be proud of. 
When a judgement is erroneous on the 
face of  it, for it is against the pronounce-
ment by a larger Bench on human dig-
nity and personal liberty, a poly-vocal 
court becomes a court of  possibilities.

When a division Bench of  Justices Uj-
jal Bhuyan and B V Nagarathna recently 
held that the denial of  bail to activist 
Umar Khalid by a coordinate Bench was 
wrong, as it refused to follow the binding 
precedent by a three-judge Bench in K A 
Najeeb (2021) and other cases, it was more 
than a course correction. It was an affir-
mation of  India’s liberal democracy.

The facts of  the Syed Iftikhar Andrabi 
(2026) case are illustrative. The allega-
tions of  narco-terrorism levelled against 
the appellant are serious. Nevertheless, 
those were unsupported by materials 
except self-incriminatory confessions. 
The appellant has been incarcerated 
since 2020 and some co-accused had al-
ready been granted bail. More signifi-
cantly, prior to the present case, he had 
suffered preventive detention under the 
J&K Public Safety Act and alleged vic-
timisation. Yet, the trial courts and the 
high court remained helpless for about 
six years. The grant of  bail in such a 
situation was justifiable.

The question whether the statutory 
hurdles could block such constitutional 
mandates was answered negatively in Na-

jeeb. The restrictive language in Section 
43D(5) of  the Unlawful Activities (Preven-
tion) Act stipulates denial of  bail if  “there 
are reasonable grounds for believing that 
the accusation is prima facie true”. Yet, 
in Najeeb, the court said that when there 
is prolonged incarceration without trial, 
it infringes on the fundamental rights of  
the accused and therefore the rigidity of  
the statute should yield to the constitu-
tional language of  liberty.

Also, in Javed Gulam Nabi Shaikh 
(2024), the court had flagged the propo-
sition that the seriousness of  allega-
tions, instead of  being projected as a 
reason to deny bail, should facilitate 
speedy trial, which is a fundamental 
right under Article 21. The court even 
said that after denying this crucial 
right, “The State or the prosecuting 
agency should not oppose the plea for 
bail on the ground that the crime com-
mitted is serious.”

Despite the authoritative pronounce-
ment in Najeeb, which laid down the 
law, a subsequent two-judge Bench got 
inclined more towards the stringency 
of  the statute than the rights. Thus, in 
Gurwinder Singh (2024) and more re-
cently in Gulfisha Fatima (2026) (the 
Umar Khalid case) the court deviated 
from Najeeb and other judgements and 
rejected their liberal spirit. It denied 
bail to two of  the accused in a selective 
manner that was rightly disagreed with 
in Andrabi. Even earlier, another two-
judge Bench in Zahoor Ahmad Watali 
(2019) had in effect said that in UAPA 
cases, bail can only be denied. Justice 
V Gopala Gowda and many others pub-
licly criticised such judicial gestures.

Following the Andrabi verdict, there 
were two developments. First, after Kha-
lid’s interim bail plea was rejected by 
the Delhi trial court, he moved the high 
court and got an interim bail for three 

days. The Supreme Court’s pronounce-
ment in Andrabi should have persuaded 
the trial court to grant interim bail. It is 
a tragedy that the opinions of  individual 
judges prevail over the law laid down by 
superior courts. Judicial anarchy is an-
tithetical to adjudicative discipline.

The second development is the Delhi 
Police’s request for referring the bail 
issue to a larger Bench, purportedly 
due to an alleged conflict of  judge-
ments. A deviation by a subsequent 
smaller Bench from what has been laid 
down by an earlier larger Bench is not 
a conflict warranting reference under 
Article 145(3). It is perhaps an instance 
of  judicial indiscipline.

Even high courts have relied on Na-
jeeb and other decisions in that line, 
setting apart Gurwinder Singh. The 
Kerala High Court did so in Kalidas 
(2025). A division Bench of  the court 
stated, “Gurwinder Singh cannot be un-
derstood as one diluting the proposi-
tion of  law laid down in Najeeb.”

Thus, the Supreme Court has only 
stated the obvious in Andrabi and cor-
rectly found fault with the approach of  
the coordinate Bench. Therefore, the re-
quest for reference, though accepted 
now by a two-judge Bench, has no legal 
basis. That apart, any expression of  
doubt about placing the fundamental 
rights above the draconian statutes has 
the potential to revive the ADM Jabalpur 
(1976) moment, which favoured suspen-
sion of  such rights during the Emer-
gency. The request for reference is, 
therefore, a dangerous signal.

Liberal views on bail have come from 
the Supreme Court only after prolonged 
incarceration of  the accused. In sensi-
tive cases, mere invocation of  the laws 
against terrorism and money launder-
ing can effectively deny individual free-
dom for years altogether. The trial 
courts or even high courts have done 
little when the State has misused draco-
nian laws to suppress dissent. It’s a sad 
commentary on the state of  liberty in 
India, which in theory asserts that 
speedy trial is a fundamental right.

Justice Siddharth Mridul said in 2021, 
“Bail is a constitutional recognition of  
the presumption of  innocence.” Much 
remains to be done for freedom to truly 
become the citizen’s experience, rather 
than only the court’s rhetoric. It is neces-
sary to sensitise courts across the coun-
try on the topic of  human rights and per-
sonal freedom. To enable such a course, 
individual liberty has to be placed at the 
centre of  the national political discourse. 
 (Views are personal)

(kaleeswaramraj@gmail.com)

INDIAN EXPRESS IS NOT AN 
INDUSTRY. IT IS A MISSION.

— Ramnath Goenka Y PERSONAL LIBERTY AS
A CONSTITUTIONAL

IMPERATIVE

In a poly-vocal court, different Benches may lean towards 
a statute’s rigidity or the constitutional language of liberty. 

This contrast is especially sharp on the issue of bail

NO EASY ANSWERS
AS RUPEE SLIDE POSES
TOUGH RATE CHOICES

T
HE Indian rupee hit a historic low of  96.96 against the 
US dollar on Wednesday. It has weakened over 6 percent 
since the Gulf  war began on February 28, lost nearly 
7.8 percent so far in 2026 and about 13 percent year-on-
year. Worse, markets have priced in 100 a dollar this 

year, with economists like Gita Gopinath preferring to let 
the rupee fi nd its own level. Arvind Panagariya, chairman 
of  the 16th Finance Commission, even urged the RBI to not 
let the rupee depreciation determine its policy response, 
whatever the level. Others have made the case for a rate hike 
to defend the rupee and prevent an infl ationary build-up. But 
the very idea of  a rate hike has spooked the bond markets, 
with the 10-year yield fi rming up 4 basis points to 7.11 per-
cent on Thursday. Although higher rates can attract foreign 
capital as the interest rate differential between the US and 
India widens, that gap is near a decadal low right now. 

One reason for the weakening rupee is costlier oil im-
ports. With the benchmark crude touching $110-120 a bar-
rel, India’s import bill is now pegged in excess of  $240 
billion this fi scal, as against roughly $160 billion in the 
previous fi scal. As prices remains volatile, some fear India 
may be staring at an oil-driven stagfl ationary snarl-up 
regardless of  whether prices and supply shortages are 
short-lived or not. They insist that the right response is to 
hike rates. But others reason that more than volatile pric-
es, persistent foreign capital outfl ows is weakening the 
rupee. For the fi rst time since record-keeping began in 
1998-99, foreign portfolio investors were net sellers of  In-
dian equities for two consecutive years. 

Traditionally, the RBI sells dollars to stem the rupee’s 
slide. Since the start of  the war, it has sold over $38 billion 
and has another $623 billion of  usable reserves. But deplet-
ing forex would make the exchange rate vulnerable to ex-
ternal shocks. That’s why the central bank announced a 
$5-billion rupee-dollar swap to inject liquidity into the 
banking system and boost dollar reserves. The move helped 
the rupee regain a bit of  ground. But the question is wheth-
er such interventions would be enough in the face of  fur-
ther pressure from oil prices, the threat of  imported infl a-
tion, a strengthening dollar and higher Treasury yields.

LET LAW TAKE ITS COURSE 
IN TELANGANA POCSO CASE

A
LLEGATIONS of  sexual offences involving minors can-
not be allowed to dissolve into partisan spectacle. The 
arrest of  the son of  a prominent leader of  Telangana, 
who is also a Union Minister of  State, has triggered a 
political slugfest between the ruling Congress, the BJP 

and the principal opposition, the BRS. Yet, the larger concern 
goes beyond party lines. With crimes against minors rising 
and online grooming emerging as a serious threat, the epi-
sode also draws attention to a troubling culture of  entitle-
ment and recklessness occasionally associated with children 
of  infl uential and political families across the spectrum.

According to the National Crime Records Bureau’s latest 
data publication, cases fi led under the Protection of  Chil-
dren from Sexual Offences Act, 2012 have been rising stead-
ily, with Telangana’s increase higher than the national 
average, while conviction rates remain worryingly low. In 
such a situation, allegations involving a politically infl u-
ential family naturally attract public attention and scru-
tiny. At the same time, the matter must be handled with 
fairness and restraint. The accused has denied wrongdo-
ing and claimed he is himself  being subjected to blackmail. 
Ultimately, it is for the courts to determine guilt or inno-
cence after due process is followed.

However, the delay in the arrest has inevitably raised 
questions and sharpened the political attacks. The BRS has 
accused both the Congress government and the concerned 
BJP leader of  collusion and attempts to shield the accused, 
though the party itself  has not always shown similar ur-
gency in other recent cases involving allegations of  exploi-
tation of  minors. The Congress government, on its part, 
has maintained that the investigation has proceeded ac-
cording to law and procedure. Unfortunately, amid the po-
litical crossfi re, the privacy and dignity of  the minor girl 
have been further compromised through the circulation of  
photographs and videos online. Equally disturbing are at-
tempts to drag unrelated individuals, including members 
of  the judiciary, into partisan insinuations. Such conduct 
only weakens public faith in institutions and distracts from 
the seriousness of  the allegations.

What is required now is not political grandstanding, but 
a credible and impartial investigation that inspires public 
confi dence. Cases involving minors demand sensitivity, 
discretion and accountability from all sides. The law must 
take its course fi rmly and fairly, without fear, favour or 
perception of  infl uence.

Q U I C K  TA K E

COSMIC AMBITIONS

WHILE the world ogles at the prospect of  the richest bil-
lionaire becoming a trillionaire after SpaceX’s $1.75-tril-
lion debut on the US stock market next month, more 

sensational details have come to light through the prospec-
tus.  First, the company’s loss in 2025 amounted to about half  
the whole year’s allocation for India’s rural jobs scheme. 
Second, Elon Musk will be showered with more shares than 
when the stock lists if  his fi rm can establish “a permanent 
human colony on Mars with at least one million inhabit-
ants”. Third, SpaceX aims to manufacture on the moon and 
Mars, and even mine asteroids. Before the fi nal frontier is 
irreversibly privatised, all nations must urgently come to-
gether to set norms for the next phase of  space missions.

Excessive materialism
Ref: Treat extreme heat as an emergency 
(May 22). The rising heat should be a 
warning against too much materialism 
instead of simple living and high thinking. 
Divine India and Digital India could together 
provide a solution—the former teaches 
simplicity without going back on the latter.
S A Srinivasa Sarma, Hyderabad 

Gender justice
Ref: Reality beneath the glass ceiling 
(May 22). In India, many desirable things 
take place not through nudges, but through 
laws. The effort for gender equality is one of 
them. It’s great that many listed companies 
are inducting women directors. And thanks 
to constitutional mandate, representation 
is good at panchayats. Hope women will  be 
given responsibilities in all  ranks. 
Raman Agrawalla, Bhubaneswar

Representation rhetoric 
Ref: Glass ceiling (May 22). Women’s 
representation and empowerment have 
become an electoral rhetoric without focused 
implementation. The pathetic numbers in 
politics show apathy since no party is near 
the one-third target. But it is gratifying 
to note the growth of numbers in the 
professional landscape. 
Rajarao Kumar, Bengaluru

Safety protocols
Ref: Safer elephant camps (May 22). India 
deserves low marks on ensuring animal 
safety. Negligence of the authorities may 
lead to a bigger tragedy for tourists or the 
animals one day. Several attacks have been 
reported even in the presence of trained 
forest department officials.
Nishal K K, Kozhikode

Caste spotlight
Ref: Record 7 SC MLAs (May 22). Why 
highlight the caste of the ministers rather 
than the perceived capabilities they bring 
to the table? We claim that we want to 
move towards a casteless society, yet keep 
spotlighting it on every occasion. People 
have enough tools these days to find out an 
MLA’s community if  they want.
Kumar Govindan, Attur 

No consolation
Ref: Dowry death cases (May 21). It  gives 
some consolation to know that dowry deaths 
in India reduced to 6,156 in 2023 from 8,455 
in 2014. But that’s no reason for satisfaction. 
There should be stringent action against 
culprits while more effective campaigns are 
created against the social evil.
Rajan K, Palakkad

KALEESWARAM RAJ Lawyer, Supreme Court of India
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The draft Securities Markets 
Code proposes a much-needed 
rationalisation of laws. But it 
leaves adjudication outcomes 
dangerously open to discretion. 
By proposing that procedures be 
decided according to Sebi norms, 
not government ones, it risks 
collapsing the wall between 
rule-making and enforcement
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Fixing fertiliser

Since the National Democratic Alliance government took office over a decade ago, 
it has made major changes to how its services and subsidies are delivered. Many 
of them have resulted in greater efficiency and increased fairness. These changes 
took advantage of new payment mechanisms as well as the vast increase in state 
capacity enabled by the Aadhaar and Digital Public Infrastructure. It is time now 
for the last unreformed subsidy, the one for fertiliser, to be addressed. This is 
because, in the shadow of the urea crisis, the incoherent and expensive structure 
of how India subsidises fertiliser usage can no longer be ignored. From late April 
till mid-May, Department of Fertilisers officials flagged the prospect of a 20 per 
cent spike in the ~1.7 trillion fertiliser spend estimated in the Union Budget. Two 
weeks ago, they said it was impossible to predict the bill for this financial year and 
it might reach as much as ~3 trillion. Now, that ask is learnt to have shot up further, 
with the department seeking a 100 per cent increase in budgetary allocation, 
citing the spike in the price of petrochemicals due to the blocking of the Strait of 
Hormuz and, therefore, of urea. This would take India’s fertiliser subsidy to a fresh 
high of ~3.4 trillion in FY27, far beyond the previous peak of ~2.5 trillion in FY23 
after the Russia-Ukraine war broke out. 

This level of unpredictability and lack of control on expenditure cannot be 
allowed to continue. The root cause is that while phosphorus- and potassium-based 
fertilisers were allowed some degree of price adjustment, the price of urea has never 
been given the chance to reflect the drift in global prices. Over more than a decade, 
this has led to a situation where the government is shouldering about 90 per cent of 
the actual market cost. It was not the point of this subsidy to remove basic market 
incentives from the agricultural sector; it was to ensure the sector’s productivity did 
not fall to a level where food security is compromised. That problem can be solved 
equally well in other ways. Leaving aside efficiency, it is also necessary to change the 
current subsidy architecture for the sake of transparency, fairness, and, not in the 
least, environmental concerns. Whenever enormous differences creep in between 
a market price and an administered one, black-marketing and diversion become 
common. This is certainly the case with urea today. The fact that urea is much 
cheaper also means that the ratio of fertilisers used by farmers skews towards it, lead-
ing to serious soil degradation. Finally, fairness is important: The urea subsidy is 
overwhelmingly taken up by large wheat and rice farmers, who are concentrated in 
certain parts of the country. This must be addressed — and a distinction is necessary 
to provide enough for one’s needs rather than keep forking out what one has got used 
to getting away with, due to extant systemic flaws. 

It is past time for India to move to a modern system to support agriculture. This 
might of course involve making changes to public procurement. But it will also 
require the government to expend political capital on shifting towards a nutrient-
based subsidy regime, one in which benefits are directly transferred to the farmer 
ploughing the field rather than to the companies that are producing urea. It might 
be recalled that this was one of the first major attempted thrusts of the original lib-
eralisation programme in 1991, announced in Manmohan Singh’s famous speech 
— but was swiftly reversed because of the political outcry. That, 35 years on, the 
system is still financially unsustainable is an indictment of successive govern-
ments. It falls now to this government, also facing external difficulties not of its 
own making, to act where others have failed.

Clear and present dangers

Now that the victims have been counted and the Municipal Corporation of Delhi 
(MCD) has been galvanised into action following the death of 22 people — includ-
ing 14 foreign nationals — in a fire that broke out in a “bed & breakfast” (B&B) 
outfit in south Delhi, the public memory and official zeal will soon wane. But the 
issue of endemic corruption embedded in serial tragedies like this is unlikely to 
abate anytime soon. The B&B in question, ironically called Flourish, broke 
multiple rules with impunity. A licence to operate six rooms was illegally 
expanded to a 25-room hotel across six floors. The building lacked fire equip-
ment, escapes, alarms, and smoke-detection systems. An illegal restaurant, 
where the fire originated, operated on the ground floor. How was the serial rule-
breaking Flourish allowed to prosper in plain sight of the municipal authorities? 

Since then, the MCD has claimed to demolish 82 properties and seal another 
43 in just 24 hours. In the first place, this energetic stable door-shutting exercise 
begs the question as to how all these establishments were allowed to operate. 
With the owner of the Flourish in police custody and the MCD expanding 
inspection across the city, the flourishing B&B business, which serves mid-level 
tourists, will take a hit, but only for a while.  In the absence of accountability 
among the municipal authorities, the breaking of rules is unlikely to stop. B&Bs 
are only the tip of a perilous iceberg. In 2024, a massive fire in Baby Care New 
Born Hospital in East Delhi, which suffocated eight newborns, revealed a simi-
lar depressing story of corruption. The hospital’s operating licence had expired 
two months previously; it was authorised to operate five beds but had admitted 
12 infants; the owner ran an illegal oxygen cylinder-filling business on the same 
premises  and emergency exits and escapes were non-existent. Some months 
later, three young civil-service aspirants drowned when a  sport utility vehicle 
driving by inadvertently caused floodwater from waterlogged roads to flood 
the basement in which they were trapped. This bizarre tragedy resulted from 
multiple acts of omission and commission. The basement, part of an establish-
ment run by Rau’s Study Circle, an institute for training people for the civil-ser-
vices exam, was meant to be used for storage, not as a classroom; the students 
were trapped because power outages caused the biometric doors to jam; the 
floods were the result of clogged storm-water drains, which the municipality 
had neglected to clear ahead of the monsoons. 

The state of negligent municipal administration in Delhi reflects the general 
quality of civic governance everywhere in India. The past decade and a half has 
been rife with tragedies that reflect the deadly combination of venal businesses 
colluding with officialdom. In May, a building collapse in Saket, south Delhi, 
killed six people and revealed multiple violations of building norms. In 2011, a 
fire in a Kolkata private hospital owned by a well-known business family, result-
ing in 89 deaths, revealed the same story of violated safety norms. In 2017, a fire 
in a rooftop restaurant in the upscale Kamala Mills complex in Mumbai 
exposed similar infringements. Demolition drives and serial arrests after the 
fact cannot compensate for wilful neglect and corruption, which constantly 
threaten the safety of the average urban citizen. If the Flourish tragedy offers 
any message, it is that accelerating urbanisation demands urgent reform of 
municipal governance. 

Citizens pay the price for municipal negligence

The urea subsidy cannot be allowed to continue unreformed

Imagine a commonly used algorithmic trading strategy 
suddenly being classified as manipulative. The conse-
quences could be severe: Penalties, suspension, even 
criminal exposure. If Parliament or the Securities and 
Exchange Board of India (Sebi) were to create such a clas-
sification, it would ordinarily involve public consulta-
tion, legislative scrutiny, and a transparent law-making 
process. Yet market infrastructure institutions (MIIs) 
exercise comparable normative power through their 
rulebooks, without comparable democratic oversight. 

India’s securities market has historically operated 
through a layered regulatory architecture. Parliament 
enacts the statute; the government frames rules; Sebi 
issues regulations and subsidiary instructions; and 
MIIs operationalise the system 
through their rulebooks. This frame-
work has largely balanced legislative 
intent, regulatory flexibility, and 
institutional execution. The pro-
posed Securities Markets Code, 2025 
(SMC), however, marks an important 
conceptual shift. It recognises MIIs  
as institutions performing public 
and regulatory functions that 
actively shape market behaviour 
through normative instruments. 

MIIs are not ordinary private 
companies or mere transaction platforms. They per-
form public functions, derive authority from statutes, 
provide essential market infrastructure, and affect the 
rights of investors, intermediaries, and issuers. Their 
instruments determine market access, trade execu-
tion and settlement, risk management, surveillance, 
enforcement, and dispute resolution. They shape 
market conduct as much as Sebi regulations. 

Consider the example of a stock exchange. It typi-
cally operates through a layered rulebook compris-
ing rules, byelaws, regulations, and circulars. 
Together, they create a binding legal regime for 
market participants. 

The rules form the constitutional backbone of the 
exchange, governing membership, disciplinary 
powers, and oversight of trading members. They 
empower the exchange to regulate members, impose 
penalties, and determine continued access to market 
infrastructure. Comparable matters, when exercised 
by Sebi, are governed by parliamentary statutes. If 

such matters require legislative treatment when exer-
cised by Sebi, it is difficult to justify leaving analogous 
powers of MIIs outside comparable scrutiny.  

The byelaws constitute the operating code of the 
market. They define the rights and liabilities of 
members and constituents, regulate contracts and 
settlements, and provide for arbitration, defaults, mar-
gins, and investor protection. The SMC prescribes, for 
byelaws, substantially the same procedural safeguards 
that apply to Sebi regulations. 

Regulations and circulars translate this framework 
into operational requirements. They prescribe com-
pliance obligations, technical standards, codes of con-
duct, inspections, and consequences for 

non-compliance. They function 
much like Sebi’s subsidiary instruc-
tions. Yet, unlike Sebi’s instruments, 
much of this normative framework 
remains outside equivalent procedu-
ral discipline and legislative scrutiny.  

The importance of MII rulebooks 
has received judicial recognition. In 
Rusoday Securities Ltd v. National 
Stock Exchange of India Ltd. (2021), 
the Supreme Court acknowledged 
the enforceability of exchange 
actions, including suspension and 

expulsion of members, when undertaken in accord-
ance with its byelaws and rules. The decision rein-
forces that MII rulebooks are binding frameworks 
carrying public consequences. 

Indeed, these instruments may even confer statu-
tory sanctity on transactions notwithstanding incon-
sistencies with other laws. Clause 46 of the SMC 
provides that any contract traded on a stock exchange 
shall be legal and valid if entered into in accordance 
with the Code and the rules, regulations, or byelaws 
made thereunder, notwithstanding anything incon-
sistent contained in any other law. MII rulebooks, 
therefore, may effectively override conflicting legal 
restrictions through statutory recognition. 

The constitutional dimension is equally significant. 
These instruments resemble subordinate legislation in 
both form and effect. Subordinate legislation falls 
within the discipline of Article 13 when it affects funda-
mental rights. MII instruments can restrict the right to 
carry on business under Article 19(1)(g), affect property 

interests protected under Article 300A, and impose 
serious civil consequences. Their normative character 
can no longer be treated as incidental or contractual. 

Clause 148 of the SMC provides that every rule, 
regulation, byelaw, and subsidiary instruction made 
or issued under the Code shall be laid before Parlia-
ment. However, “regulations” in this context refer to 
regulations framed by Sebi, not those issued by MIIs. 
Likewise, “rules” refers to rules framed by the Union 
government, not rules of MIIs. “Subsidiary instruc-
tions” refers only to instruments issued by Sebi. Con-
sequently, only MII byelaws are subject to comparable 
legislative visibility, while their rules, regulations, and 
circulars remain outside. This asymmetry creates the 
possibility of regulatory arbitrage. If parliamentary 
scrutiny applies only to byelaws, MIIs would naturally 
have an incentive to rely increasingly on rules, regula-
tions, or circulars to achieve substantially similar out-
comes with fewer procedural constraints.  

The principal actors in the securities market eco-
system are the government, Sebi, and MIIs. The govern-
ment is accountable to Parliament. Sebi is a statutory 
regulator and subject to statutory controls. MIIs, by 
contrast, are private corporate bodies, exercising signifi-
cant public and regulatory functions. They possess the 
least democratic legitimacy among these actors. 

The SMC identifies three categories of MIIs, but 
empowers the government to designate additional 
institutions as MIIs. Further, access to MII services is 
effectively compulsory. Securities trading can take 
place only on the platform of a stock exchange, and 
securities can be held only in dematerialised form 
through depositories. When investors and intermedi-
aries are compelled by law to transact through these 
institutions, the case for legislative scrutiny of MII rule-
books becomes correspondingly stronger. 

To be sure, MIIs require operational flexibility and 
agility to respond to market developments. Excessive 
legislative control could impair their efficiency. The 
goal, therefore, is not to restrict delegated norm-
making, but to ensure minimum standards of transpar-
ency, accountability, and democratic oversight.  

The SMC points to a more coherent normative 
structure. Sebi issues binding norms principally 
through regulations and subsidiary instructions. Simi-
larly, MIIs may issue  byelaws and circulars, which cor-
respond to Sebi regulations and subsidiary 
instructions. Matters presently contained in MII rules 
and regulations may then be consolidated into bye-
laws. This would make the law available in one place, 
enhancing ease of doing business. 

Consequently, the same procedural safeguards, 
transparency standards, and legislative scrutiny that 
apply to Sebi’s instruments should apply symmetrically 
to their MII equivalents. The SMC cannot allow these 
norm-making structures to operate outside constitu-
tional and parliamentary discipline.  
vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv 
The authors are legal practitioners and have worked 
for Sebi. The views are personal

India’s foreign exchange reserves have fallen by over 
$30 billion since February 2026. The rupee has 
breached 95 to the dollar. The merchandise trade 
deficit widened to a record $333 billion in FY26, with 
the deficit against China alone at $112 billion. Elec-
tronics imports crossed $116 billion for the first time 
— yet domestic value addition in electronics remains 
at a meagre 18-20 per cent. The Prime Minister has 
urged citizens to curtail gold purchases, limit foreign 
travel, and reduce petroleum consumption. 

Importantly, India’s foreign exchange reserves, 
though substantial, are built significantly through 
capital-account inflows rather than persistent cur-
rent-account surpluses. This makes them structur-
ally more fragile than they appear. Strengthening 
exports and external competitiveness is, therefore, 
an urgent strategic priority. 

These trends reflect a deeper structural vulnerabil-
ity: India’s dependence on imported technologies, 
components, and capital goods in sectors critical to 
economic sovereignty. In a world 
where semiconductors, batteries, 
telecom equipment, rare earths, and 
defence supply chains are viewed as 
strategic assets tied to national resil-
ience and geopolitical leverage, 
industrialisation is more than an 
economic agenda. It is an exercise in 
economic statecraft.  

The harder question is how India 
finances the long, uncertain, and 
capital-intensive journey of building 
domestic industrial capabilities. 

The capital gap: India has no shortage of private 
capital. But private capital gravitates towards shorter 
gestation periods, faster cash flows and near-term 
returns. Strategic manufacturing sectors — semicon-
ductors, advanced electronics, and green energy — 
require long gestation periods, massive upfront invest-
ments, sustained R&D with uncertain outcomes, and 
the ability to compete against heavily state-subsidised 
global incumbents. No rational private promoter can be 
expected to absorb the entire early-stage risk alone. 

Uday Kotak’s observation that India may have 
“financialised too early” captures this structural real-
ity. Our financial system is sophisticated at pricing 
risk and allocating capital efficiently. But this very 
sophistication has created a bias towards sectors 
where returns are legible. This is precisely why every 
major industrial power has relied on long-duration 
strategic capital. China’s Government Guidance 
Funds — with a target capital pool exceeding $1.5 tril-

lion — have underwritten its dominance in solar, 
EVs, batteries and 5G. The United States, through the 
Chips Act and the Defense Advanced Research Pro-
jects Agency, has committed hundreds of billions of 
dollars to semiconductors, AI, and quantum comput-
ing. Singapore’s Temasek operates as a patient stra-
tegic investor aligned with national priorities. If India 
insists on pure market competition while competing 
against heavily state-supported ecosystems, the 
playing field will remain inherently asymmetric. 

A capital architecture: India needs a profes-
sionally governed development-capital institution — 
not a subsidy dispenser. Its instruments could include 
quasi-equity, long-duration convertibles, first-loss 
capital, blended public-private pools and procure-
ment-linked financing. The goal would be to absorb 
part of early-stage viability risk until commercial scale 
emerges. Such capital must remain minority and cata-
lytic, with promoters retaining ownership, control, 
and execution responsibility. Returns from successful 

investments could be recycled into 
future strategic sectors. 

India is not unfamiliar with 
patient capital. Its capabilities in 
space and nuclear energy, for 
example, were developed through 
sustained, long-horizon state invest-
ments. What is different today is the 
institutional form this must take. Ear-
lier models relied on direct state 
ownership and public-sector execu-
tion. The contemporary challenge is 
to use the state’s ability to absorb pro-

longed risk in partnership with private enterprise — 
preserving for promoters the responsibilities of innova-
tion, operational efficiency, and market responsive-
ness. The objective is not to displace markets, but to 
extend them into sectors where early-stage uncertainty 
remains too high for conventional finance alone. 

India already has a partial precedent in the National 
Investment and Infrastructure Fund, which has dem-
onstrated the state’s ability to mobilise long-term capital 
alongside sovereign and private investors. Strategic 
manufacturing, however, involves a different challenge 
— technology risk, ecosystem creation and prolonged 
industrial incubation. India may, therefore, eventually 
require a dedicated National Strategic Manufacturing 
Investment Fund, distinct from infrastructure-oriented 
vehicles. India’s production-linked incentive (PLI) 
scheme has delivered impressive results — over ₹2.16 
trillion in investments, ₹20 trillion in production, and 
1.4 million jobs. But PLI rewards output after capacity 

creation has begun. Patient capital operates earlier — at 
the stage of ecosystem formation. PLI provides the pull; 
patient capital provides the push. The two are comple-
ments, not alternatives. 

The way forward: First, a comprehensive national 
assessment — led jointly by the NITI Aayog, the Minis-
try of Finance and relevant sectoral ministries — must 
map sectors where patient capital is strategically 
necessary, estimate the likely scale required over the 
next decade, and design the institutional architecture 
for deployment. 

Second, modern industrialisation requires coor-
dination across financing, trade policy, infrastruc-
ture, logistics, skilling, technology and energy 
systems. India may eventually need the equivalent of 
a “Chief of Industrial Strategy” — an institutional 
mechanism capable of integrating these dimensions 
into a coherent framework. 

Third, patient-capital institutions cannot be judged 
by near-term return on equity. They must be assessed 
through strategic metrics: Reduction in import 
dependence, domestic ecosystem creation, export 
competitiveness, crowding-in of private capital and 
long-term external-sector resilience.  

Fourth, governance safeguards must be excep-
tionally strong: Transparent eligibility criteria, com-
petitive selection, milestone-linked deployment, 
independent governance and full public account-
ability. Overseas patient capital may supplement 
domestic capital, but must remain capped and 
tightly governed to avoid contingent sovereign liabil-
ities and moral hazard.  

Finally, strategic industrial financing inherently 
involves failures. Commercial judgement exercised in 
good faith must be distinguished from malfeasance. 
Without such distinction, India may create patient-
capital institutions on paper that functions merely as 
conventional development banks in practice. 

Atmanirbharta is not about autarky. It is about 
ensuring India has the industrial capacity to absorb 
external shocks, negotiate from strength, and compete 
from a position of resilience. With a $333 billion trade 
deficit and semiconductor demand projected to exceed 
$110 billion by 2030, the question is not whether India 
can afford a patient-capital architecture, but whether it 
can afford to do without one. 
vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv 
The authors are, respectively, director on the board of 
MCX and MCX Clearing Corporation and former  
COO of Kotak Bank; and professor of practice at  
IIT Bombay and former MD & CEO of Kotak Bank.  
The views are personal

The “wicked problem” of drug-resistant 
microbes has long alarmed doctors in 
India and beyond. Antimicrobial resis-
tance (AMR) is recognised as one of the 
world’s critical public health threats. It 
was directly responsible for an estimated 
1.27 million deaths globally and con-
tributed to a further 4.95 million deaths in 
2019. In the same year, antibiotic-resis-
tant infections accounted for 300,000 
deaths in India, including tens of thou-
sands of new-born babies. 

The Covid-19 pandemic, and the vul-
nerabilities it exposed, offered critical les-
sons in how we can respond to AMR. In A 
World of Resistance, Australian aca-
demics and authors Assa Doron and Alex 
Broom place themselves at “ground zero” 
of the crisis — India, one of the world’s 
largest consumers of antibiotics and a 
pharmaceutical powerhouse — to inves-
tigate the global antibiotic emergency. 
The paradox of antibiotics in India is 
striking, as the very drugs that trans-
formed the country’s health, agriculture 
and development now threaten to 
undermine them all.  

The story begins in 2008, when a 
Swedish man returned from a trip to 
India with an infection that was resol-
utely resistant to antibiotics. The  
resistance mechanism was identified 
as NDM-1 (New Delhi metallo-beta-
lactamase-1), quickly dubbed India’s 
first “superbug”. 

Taking a long view, layered with 
extensive fieldwork, the authors trace the 
social and economic forces that have 
fuelled the rise of antibiotic resistance. 

It’s a well-oiled nexus: Medicine 
wholesalers, salesmen and medical rep-
resentatives have fostered an epidemic of 
self-medication and the widespread sale 
of prescription-only drugs over the 
counter. “…The antibiotic trade isn’t just 
influenced by retailers, customers and 
the government. The vested interests of 
the developers and producers are a domi-
nant force. The lobby, propelled by Big 
Pharma’s quest for profit, permeates 
every layer of the market, from airports 
and organised chain stores to street stalls 
and public clinics,” the book observes. 

The crisis is deeply tied to India’s 
growing private health care sector, which 
is prone to prioritising “volume over drug 
discretion”. Over decades, the culture of 
over-prescription has cultivated patient 

expectations for immediate 
relief. Similar patterns have 
been noted across Europe.  

What complicates the situ-
ation in India is the scale and 
diversity of the population 
and frequent movement, with 
minimal state border control 
and surveillance to track 
health-related behaviours. If 
one doctor refuses to pre-
scribe antibiotics, it is 
common for a patient to go to 
another doctor who will. 

Compounding the issue is 
the vast network of informal 
rural medical practitioners, 
many of whom lack formal 
medical training and operate 
in a murky zone. While they 
play an important role in 
delivering health care to underserved 
regions, the common practice of pre-
scribing and dispensing antibiotics for 
every ailment forms a worrying link in 
the chain of AMR.  

The book unfolds in three 
sections. The first provides 
historical context, tracing the 
arrival of antibiotics in India as 
it emerged from World War II 
and colonial rule, and the 
country’s rise as the pharmacy 
of the world. With government 
support to produce antibiotics 
for the domestic and then the 
foreign market, antibiotics 
took over every layer of Indian 
society. From a salve to treat 
India’s high burden of bacter-
ial disease, it became an all-
purpose pill.  

The second section 
explores how antibiotic use 
became embedded in commu-
nities and medical institutions, 
creating a dependence that has 

deepened over decades, with antibiotics 
ridiculously easy to access and widely 
abused. The final section turns to agricul-
ture, the proliferation of factory farming 
and the widespread use of antibiotics for 

growth promotion. Despite global warn-
ings, there is great silence in certain 
quarters — antibiotics do not find men-
tion in policy documents or national 
action plans for the poultry or dairy 
industries, for instance. With growing 
demand for antibiotic-free products, par-
ticularly in overseas markets, the indus-
try has largely responded with lip service, 
making lofty marketing claims even as 
systemic problems continue to prevail. 

The authors argue that the solution to 
mitigate the risks of AMR is not to simply 
restrict access to antibiotics, but to 
improve culturally relevant health educa-
tion, redesign policies, and build solidar-
ity.  As an introduction to the subject,  A 
World of Resistance serves as a useful 
primer. Readers new to the topic will find 
it comprehensive and well-researched. 
Those who have followed developments 
in AMR, however, may find little that is 
new. Even so, it is a timely warning about 
a worsening global crisis.  
vvvvvvvvvvvvvvvvvvvvvvvv 
The reviewer is a journalist and author 

India’s antibiotic overdose crisis
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HE PROPOSED SECURIT- 
IES Market Code (SMC) is a 
once-in-a-generation con- 

solidation of India’s securi- 
ties laws. By subsuming the 

SebiAct, the Securities Contracts (Regula- 
tion) Act, 1956, and the Depositories Act, 
1996, it promises much-needed coher- 
ence in an increasingly complex market. 
Yet, in seeking to modernise, the Code 

overlooksafoundationalissue:it doesnot 
define its own territorial reach. 

Countries have borders; markets do 

not.Securities marketsare inherently glo- 
bal, with participants, securities, capital, 
and information moving seamlessly ac- 
ross jurisdictions. Trading strategies may 
be executed offshore, derivatives struc- 
tured abroad, and market-loving inputs, 
whether research reports or algorithmic 
signals, can originate anywhere. 

Conduct undertaken entirely outside 
Indiacan,and often does,affect Indianse- 

curities markets.In such a setting, theab- 
sence of an express territorial provision is 
asilence of consequence. 

Indian constitutional doctrine already 
accommodates this reality.Article 245(2) 
makes clear that no law is invalid merely 
because it has extraterritorial operation. 
Thejudicial interpretation hasrefined this 
principle.In GVK Industries Ltd(2011),the 
Supreme Courtheld that Parliament may 
legislate on extraterritorial aspects that 
have,orare expected tohave,animpacton 
or nexus with India, or its interests. This 

position was echoed in Pan Asia Advisors 
Ltd(2015),whichupheld Sebi’sactionag- 
ainst overseas conduct affecting Indian 
securities markets. The Competition Act, 
2002, adopts the same approach, exp- 
ressly extending jurisdiction to conduct 
outside India that affects competition 
within the country. 

Againstthis backdrop, the SMC’s silen- 
ceonterritorial jurisdiction createsavoid- 
able uncertainty.Market participants,do- 
mestic and foreign alike, rely on the 
assurance that misconduct affecting Ind- 
ianmarketswillattract consequences,re- 
gardless of whereit originates.When that 
assuranceisunclear,deterrenceweakens. 

©® SECURITIES MARKET REACH 
SILENCE ON JURISDICTION IS NOT NEUTRALITY; THE LAW MUST TRAVELAS FAR AS THE MARKET IT GOVERNS 

The SMC’s blind spot 

SUMIT AGRAWAL 
MS SAHOO 

The writers are legal practitioners and 
former officials of Sebi 

The resulting uncertainty can unsettlein- 
vestors,complicate compliance for inter- 
mediaries, and, over time, divert capital 

towards jurisdictions with clearer and 
more predictable regulatory frameworks. 

This uncertainty is particularly acute 
in cross-border markets,where miscond- 

uctisoften structured to exploit jurisdict- 
ional gaps.Intheabsence of statutory clar- 
ity,enforcement mayappearinconsistent 

orad hoc, especiallywhen directed at for- 
eignentities.This can undermineregula- 
torylegitimacyand invitelegal challenge. 
Recognising these concerns,modernsec- 
urities law frameworks incr- 
easingly adopt an effects- 
based approach, ensuring 
jurisdiction attaches not to 
locationbutmarketimpact. 

Thisapproachisalsoref- 
lected in academic writing, 
which has long recognised 
this approach asbothlegiti- 
mate and necessary in an 
interconnected economy. 

Theeffects doctrine providesa pragmatic 
basis for jurisdiction where conduct pro- 
duces substantial consequences within a 
state,reflecting the simple but centralidea 
that jurisdiction should follow impact 
ratherthan formalterritorial boundaries. 

This principle is well established in 
practice. In the US, following Morrison v. 
NationalAustralia Bank(2010),the Dodd- 
Frank Act reaffirmed enforcement juris- 
diction on conduct-and-effects grounds. 
Statutory provisions in the Securities Ex- 
change Act, 1934,and the Securities Act, 

1933 explicitly cover (i) significant con- 
ductwithinthe countryevenwheretrans- 
actions occurabroad orinvolve onlyforei- 
gn parties,and (ii) foreign conduct that has 

.| 

An effects-based 

framework remains 

the most practical 

response to cross- 

border market 

misconduct 
O - 

aforeseeableand substantial domesticef- 
fect.The EUadoptsa similarly clear posit- 
ion: the MarketAbuse Regulationextends 
to acts and omissions both within the 
Union and in third countries where EU- 
traded instruments are concerned. 

Tobesure,suchjurisdictionis notwit- 
houtlimits.Its principal constraintliesin 
enforcement. Regulators do not exercise 
direct coerciveauthority overforeign ent- 
ities or offshore assets; effective action 

depends on cooperation frameworks and 
calibrated domestic measures. Interna- 
tional cooperation is facilitated through 

frameworkssuchasthe In- 
ternational Organization of 
Securities Commissions’ 
Multilateral Memorandum 
of Understanding (MMoU), 
introduced in 2002, which 
enables cross-borderinfor- 
mation-sharingand coord- 
inatedsecurities enforcem- 
ent. The enhanced MMoU, 

adoptedin 2016,strength- 
ensthisarchitecture byallowingaccessto 
and exchange of awider range of inves- 
tigative assistance,includingaudit papers, 
compelled testimony, freezingassets,and 
telecom or internet service data. Sebi is a 
signatoryto these frameworks. 

Inaddition,Sebi has entered intobilat- 

eral MoUs with foreign securities regulat- 
ors across jurisdictions to deepen coop- 
eration and the exchange of information 
forregulatoryand enforcement purposes. 
Indiahas bilateral civil mutualassistance 
arrangements, commonly referred to as 
Mutual Legal Assistance Treaties, to sup- 
port cross-border cooperationin civiland 
commercial matters,including service of 
process, collection of evidence, and en- 

forcement of foreign judgments. 
Beyond formalarrangements, regula- 

tors rely on a range of practical enforce- 
ment levers. These include restricting or 
conditioning access to Indian markets, 
directing domestic intermediaries to dis- 
engage from identified foreign entities, 
and issuing public disclosures that affect 
reputationand marketaccess.Regulators 
often seek comfort or no objection from 
thehomejurisdiction regulatorwhen pro- 
cessingapplications involving foreign en- 
tities. Market participation, thus, carries 
animplicit expectationof adherence toits 
regulatorystandards.Even so,constraints 
persist. Cooperation from foreign regula- 
torsisnotalways timely orassured.Inves- 
tigations can be hampered by data access 
limitations,evidentiarybarriers,and diff- 

ering privacyregimes.Jurisdictional asser- 
tions mayalso create overlaps, raisingcon- 
cerns of duplication, inconsistency, and 
regulatory comity. The effectiveness of 
domesticleversultimatelydepends on the 
economic significance of Indian markets 
to the entity in question. 

The limitations, however,do notdim- 
inish the case for clarity.An effects-based 
frameworkremains the mostpracticalre- 
sponse to cross-border market miscond- 
uct. Properly designed, it is not an over- 
reach of sovereign power,buta calibrated, 
cooperation-driven mechanism.The SMC 
should, therefore,explicitly defineits ter- 
ritorial scopebyadoptingan effects-based 
principle,bringingwithin itsambitcond- 
uctoutside Indiathat hasa direct,substa- 

ntial,orreasonably foreseeable impacton 
its securities markets.Anchoring this fra- 
meworkin proportionality,transparency, 
and due processwill strengthen domestic 
credibility and international acceptance. 

This also reflects settled international 
practice.Inaglobalised market,silenceon 
jurisdictionis not neutrality:itisaregula- 
toryblindspot.IfIndiaaspirestobealead- 
ing capital market, it cannot rely onimpl- 
ied powers or judicial reconstruction to 
define the reach of its securities law. It 
mustsayso clearly:amodern market req- 
uires certainty of reach, which must ext- 
endasfarasthe marketit seekstogovern.
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Rational regulation

The Battery Waste Management Rules, 2022, makes battery producers (including 
importers) accountable for collecting end-of-life batteries, ensuring their recycling 
or refurbishment, and encouraging the use of recovered materials in new batteries. 
However, as the Society of Indian Automobile Manufacturers (Siam) recently flagged 
to the Central Pollution Control Board, compliance with the framework could 
increase electric-vehicle (EV) prices by 3-5 per cent, and add ~8,000 to ~25,000 to the 
cost of an average 35-40 kilowatt-hour (Kwh) battery pack. At a time when EV pen-
etration in India remains modest at 2-3 per cent for passenger cars, though much 
higher in two- and three-wheelers, regulations that raise costs risk slowing consumer 
adoption and undermining the government’s broader decarbonisation goals. Battery 
manufacturers, on the other hand, worry that a one-size-fits-all compliance regime 
could undermine the commercial viability of domestic battery production. Panasonic 
Energy India has warned that the current rules could force the closure of its only dry-
cell zinc-carbon battery-manufacturing facility in India, because compliance costs 
could exceed profits and, in some cases, recycling obligations could cost more than 
the value of the materials recovered. The company has also pointed out that the rules 
do not adequately distinguish between battery categories with different chemistries. 
Besides, there is no robust mechanism to collect small-sized batteries. 

The concern of the auto sector is that the current rules require manufacturers 
to begin collecting 70 per cent of batteries after eight years of use. However, lithium 
iron phosphate (LFP) batteries, which are increasingly becoming the preferred 
chemistry for affordable EVs, retain 70-80 per cent of their original capacity even 
after eight years and can continue serving in vehicles or be repurposed for station-
ary energy storage. Mandating collection based solely on age rather than actual bat-
tery health ignores technological progress and may create the false impression that 
batteries must be replaced even when they remain perfectly usable. India’s recyc-
ling policy must, therefore, take into account the position on the ground and tech-
nological developments. Similarly, the pricing of EPR (extended producer 
responsibility) certificates should be linked to the amount needed to make battery 
recycling economically viable, instead of being linked to environmental compen-
sation (penalties), thereby ensuring predictable compliance costs and encouraging 
investment in recycling infrastructure. 

Such reforms are becoming increasingly important as India’s battery ecosystem 
expands. The NITI Aayog estimates that demand for advanced chemistry batteries 
could exceed 260 Gigawatt-hour (Gwh) annually by 2030, while the International 
Energy Agency projects that global demand for critical minerals could grow by more 
than three times by 2050. Recovering these materials through efficient recycling is, 
therefore, a strategic necessity for reducing import dependence and strengthening 
supply-chain resilience. The European Union’s Battery Regulation has introduced 
digital-battery passports that record a battery’s composition, health and lifecycle, 
enabling informed decisions on reuse, refurbishment and recycling. The United 
States is investing through the Department of Energy’s ReCell programme in 
advanced recycling technologies that maximise material recovery and support bat-
tery designs that are easier to recycle. The way forward lies in battery traceability 
through digital tracking, expanding authorised recycling capacity, stronger moni-
toring of informal recycling, and periodic revision of technical standards based on 
evolving battery technologies. A flexible, science-based recycling framework will 
better support India’s clean-mobility ambitions, strengthen critical mineral secur-
ity, and build a truly circular battery system.

AI’s hidden footprint

A recent report by the United Nations University Institute for Water, Environment 
and Health argues that artificial intelligence (AI) must increasingly be viewed as 
physical infrastructure, with real demands on electricity, water and land. This is a 
clear departure from how AI is usually framed in terms of productivity, innovation, 
jobs, misinformation or privacy. The numbers are striking. Global data centres last 
year consumed an estimated 448 terawatt-hours (TWh) of electricity, more than the 
annual power consumption of Saudi Arabia. If the current trends continue, this 
could rise to 945 TWh by 2030. AI workloads alone already account for around one-
fifth of data-centre electricity demand and are expected to claim a much larger 
share in the years ahead. More importantly, it is a warning against the comforting 
assumption that technological progress will automatically solve the problem. AI 
models are becoming more efficient, requiring less energy per task. But as costs fall 
and capabilities improve, AI is being deployed across more applications, devices 
and services. The result is a classic example of the Jevons Paradox: Gains in effi-
ciency lower costs, which in turn drives higher overall consumption. 

The implications are already beginning to influence public policy. Monterey 
Park in California recently voted through a ballot measure to become the first 
municipality in the United States (US) to permanently prohibit new data centres. 
Unlike mature economies where concerns about resource consumption are emerg-
ing after years of digital expansion, India is still building its AI ecosystem. Meta 
recently announced an agreement with Reliance Industries on a 168-Mw AI-
enabled data centre in Jamnagar, Gujarat, alongside commitments on nearly 1 Gw 
of renewable-energy capacity. Through the IndiaAI Mission, semiconductor incen-
tives and state-level policies, the country is actively encouraging investment in data 
centres and AI infrastructure. This is not merely about attracting investment. Only 
16 per cent of countries host AI-specialised cloud infrastructure and most of the 
global capacity is concentrated in the US and China. Building domestic AI infra-
structure is, therefore, increasingly tied to technological sovereignty and strategic 
autonomy. 

The challenge is that many of the states attracting these investments are already 
grappling with water stress and rising electricity demand. Maharashtra, Tamil 
Nadu, Karnataka and Telangana are among the leading destinations for data-centre 
investment. They are also regions where water availability and power infrastructure 
are under increasing pressure from urbanisation, industrialisation and climate 
change. Clearly, this does not mean India should slow its AI pursuits. The potential 
of AI in health care, agriculture, energy management and climate resilience is 
immense. But it does suggest that policymakers should begin treating AI infrastruc-
ture as they would any other major infrastructure sector. Environmental disclo-
sures, water-use accounting, energy planning and local resource assessments 
should become routine. Policymakers must also prepare for the growing challenge 
of AI-linked electronic waste, which the report estimates could reach 2.5 million 
tonnes annually by 2030. As the race to build AI infrastructure unfolds, deepening 
pressures on water, electricity and land will need to be handled carefully. 

Ambitions must be matched by resource planning

India’s battery-recycling norms must evolve with technology

The Securities Markets Code Bill, 2025 (Code), currently 
under examination by the Standing Committee, prom-
ises a modern and streamlined framework for secur-
ities regulation. Among its most welcome features is 
decriminalising securities market misconduct. Yet the 
promise is undermined by a provision that allows the 
Securities and Exchange Board of India (Sebi) to 
expand the category of criminal conduct through regu-
lation. The result is a striking paradox: Parliament 
reduces the scope of criminal law while empowering 
the regulator to enlarge it. 

Clause 93 of the Code prohibits 
“market abuse”. Clauses 93(a) to 93(f) 
identify six categories of conduct as 
market abuse: Insider trading, 
fraudulent schemes to deceive inves-
tors, trading on material non-public 
information, disseminating false or 
misleading information to influence 
markets, market manipulation 
through abuse of position, and front-
running ahead of substantial 
impending transactions. These are 
indeed serious forms of misconduct. 
Whether one agrees with every aspect 
of their formulation, they share an important charac-
teristic: Parliament itself has chosen to define them. 

The difficulty lies in Clause 93(g), which extends 
market abuse to “such other activities as may be spec-
ified by regulations which adversely affect the integrity 
of the securities markets”. This is not merely a power to 
fill in details. It authorises Sebi to determine what addi-
tional conduct shall constitute market abuse. Since 
market abuse is the sole category of securities-market 
misconduct that remains criminal under the Code, the 
practical effect is that Sebi may expand the scope of 
criminal liability through subordinate legislation. 

The phrase “adversely affects the integrity of the 
securities markets” provides little guidance. Market 
integrity is an important regulatory objective, but it is 
an inherently broad and flexible concept. Depending 
on future regulatory choices, a wide range of conduct 

could potentially be brought within its scope. Aggres-
sive short-selling strategies, certain forms of algorith-
mic trading, activist investor campaigns, or research 
reports that significantly influence prices could all be 
characterised as affecting market integrity if regula-
tions are framed broadly enough. Whether Sebi would 
do so is beside the point. The question is whether Par-
liament should confer such powers in the first place. 

The consequences are significant. Under Clause 
96, market abuse attracts imprisonment of up to 10 
years, a fine of up to ₹25 crore, or both. A person may, 

therefore, face imprisonment not 
for conduct identified by Parlia-
ment as criminal but for conduct 
subsequently designated as market 
abuse by a regulatory notification. 

The implications extend beyond 
the Code. Market abuse under the 
Code constitutes a scheduled offence 
under the Prevention of Money-
Laundering Act, 2002. Consequently, 
conduct brought within Clause 93(g) 
by regulation may trigger the full 
machinery of money-laundering 
enforcement, including attachment 

of property, arrest, and stringent bail conditions. This 
is not delegated legislation in any constitutionally rec-
ognisable sense. It is delegated criminalisation. 

The provision sits uneasily with the government’s 
broader decriminalisation agenda. Through succes-
sive legislative reforms, including the Jan Vishwas 
Acts, Parliament has sought to reduce the role of crimi-
nal sanctions in economic regulation and replace 
them with civil penalties. Clause 93(g) moves in the 
opposite direction. 

There is a constitutional concern. The creation of 
criminal offences has traditionally been regarded as 
an essential legislative function. In Vasu Dev Singh v. 
Union of India (2006), the Supreme Court held that 
delegating an essential legislative function is imper-
missible. More recently, in its judgment dated April 29, 
2026, in Ashwini Kumar Upadhyay v. Union of India, 

the court reiterated that the creation of criminal 
offences and prescription of punishments lie squarely 
within the legislative domain. The principle is rooted 
in a constitutional premise: Deprivation of liberty 
must be authorised through a law enacted by Parlia-
ment, not through executive rule-making. 

Democracies routinely permit regulators to pre-
scribe standards, procedures and compliance 
requirements. They are considerably more cautious 
when it comes to permitting regulators to define con-
duct that may result in imprisonment. Criminal law 
occupies a unique position in the legal system 
because it authorises the state to deprive individuals 
of liberty. Decisions about what conduct warrants 
that consequence demand the highest degree of 
democratic accountability. 

None of this is to question Sebi’s competence. It is 
a sophisticated regulator staffed by individuals pos-
sessing expertise that few regulators can match. But 
expertise is not a substitute for legislative authority. 
Regulators are expected to administer and enforce the 
law; they are not ordinarily authorised to determine 
what conduct shall expose citizens to imprisonment. 

Nor is regulatory agility a convincing justification. 
It is often argued that rapidly evolving markets require 
flexible powers and that waiting for Parliament to 
amend legislation may be impractical. Experience 
suggests otherwise. Securities laws have been 
amended frequently whenever new regulatory chal-
lenges have emerged. In any event, Sebi is not power-
less in the interim. The Code already equips it with 
extensive civil enforcement powers, including the 
ability to ostracise someone from the market and 
impose substantial monetary penalties. Civil proceed-
ings are often faster and more effective than criminal 
prosecutions. If a genuinely new form of market abuse 
emerges that warrants criminal sanction, Parliament 
can amend the statute to include it expressly. 

The concern is reinforced by the Bill’s own “Mem-
orandum Regarding Delegated Legislation”, which 
assures Parliament that the regulation-making powers 
relate to matters of procedure and administrative 
detail. A power to define additional forms of market 
abuse cannot plausibly be characterised as procedural 
or administrative. It goes to the heart of what conduct 
is criminal. 

If such delegation is accepted here, it may become 
a template for other regulatory statutes, enabling regu-
lators to define additional categories of criminal con-
duct through subordinate legislation. What appears 
today as an exception could become a precedent for 
the gradual transfer of criminal law-making from Par-
liament to regulators. 

The issue is not whether market abuse should be 
punished severely. It should. Nor is the issue whether 
Sebi should possess strong enforcement powers. It 
must. The issue is who should decide what conduct 
constitutes a criminal offence. In a constitutional 
democracy, that responsibility belongs to Parliament. 

The foundational elements of criminally action-
able market abuse must, therefore, be set out in the 
principal legislation itself. Otherwise, courts may one 
day be asked to uphold convictions based not on 
offences enacted by Parliament but on offences cre-
ated through regulatory notification. That would rep-
resent an unwarranted shift in the constitutional 
allocation of legislative powers. 
vvvvvvvvvvvvvvvvvvvvvvvv 
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India embraces quick commerce
Kirana shops have been a hardy tribe, thriving and 
growing despite challenges from new retail formats 
since 1991. But now, they face real competition with 
quick commerce (QC) spreading its tentacles. Flip-
kart Minutes, the newest entrant in this space, says it 
will take the game to small towns and others will pro-
bably follow suit. 

QC is the old kirana on steroids. In their heyday, 
kiranas were the original QC backbone of India. Ubi-
quitous and next door, they delivered your phoned-in 
orders immediately, or you could send someone to the 
shop and back in under 10 minutes. They 
offered customer intimacy that helped 
them easily hold their own against imper-
sonal modern trade. My regular kirana 
owner of those days called to ask if I was 
buying from someone else, noticing five 
expensive food items were absent from 
my purchases (a child had left home for 
college). He offered credit, kept two packs 
of my rare but favourite tea brand, and 
while he took every chance to make an 
extra buck off me if I wasn’t vigilant, we 
shared a deep bond. 

 In the last 20 years, real estate prices have forced 
kiranas to leave prime, higher-income neighbourhoods 
and their deliveries have suffered. As the number of 
new brands and variants multiplied, working capital 
needs increased. The larger kiranas modernised, 
dragged by large companies into their digital distribu-
tion chains and offered data and customer manage-
ment tools. However, their customer service was 
slipping. Their business economics is predicated on the 
owner sitting in the shop — something the next gener-
ation is unwilling to do. As a frustrated kirana owner 
said of his son: “wife ko Bangkok ya shaam ko movie 
lekar jaana hai, kaisa chalega dhandha” (How will the 
business run if my son has to take his wife around?). 

Into this opportune breach, stepped QC. It was an 
easy format for Consumer India to embrace, offering 
a new and better way of doing the familiar thing. QC 
offers fresh produce, some durables and electronics  —
products that kiranas cannot manage — and a 
smarter, faster ordering experience that delivers 
exceptional customer value. Unlike modern trade 
(Western-style supermarkets), QC does not demand 
the discipline of going to the store, finding your way 
through labelled aisles and standing in checkout 
queues. In the late 1990s, global consultants wrote  

premature obituaries of the kirana, rea-
soning “who could resist modernity?”. 
However, the customer perceived the 
value of this modernity to be worse than 
that of the kirana. The economic model 
of modern trade (build scale, buy cheaper 
and sell cheaper) did not work well in 
India, given the heterogeneity of demand 
and high real estate costs. Some concepts 
specially designed for India, such as Big 
Bazaar, had traction but not enough to 
support scale. 

 The genius of the QC model is the 
hyper-efficient, fully digital back end. In theory, at least, 
it will make money with scale and smart product-mix 
management, and the realisation that burning cash to 
offer less and less time for delivery does not mean pro-
portionately more and more value for the customer. 

We have repeatedly seen that the Indian market 
does not evolve in the same way as others have.  
Consumer India’s sweet spot is products that offer 
better function with familiar form. The packaged food 
revolution that other countries went through did not 
come to pass here. Instead, the shift away from the  
do-it-yourself model emerged via a zillion home 
cooks listed on WhatsApp groups and food delivery 
apps, aided by local courier services and enabling 

every kind of mix and match. Amazon is quite simply 
a far better Crawford market or its equivalent on the 
internet — offering greater comfort, efficiency, pric-
ing, intimacy, service and support. QC accepts and 
manages how disorganised we are. 

Kiranas will be around because of the vastness of 
India and the strategic choices QC companies may 
make. Many, however, will shut shop and pivot to 
other businesses, especially as the creamy layer of  
consumers and their consumption moves away.  
New, exciting Lilliput-challenger brands, which we 
increasingly see, are not going through the pain of  
distributing widely through kiranas, and settling 
instead for the growing, relatively affluent consumer 
pool offered by QC. 

Our monster Consumer India just got more  
monstrous, with another shot in the arm. After the first 
phase of liberalisation in the 1990s — when the prices 
came down and quality went up (due to lower taxes, 
more competition) — came Chinese goods with great 
price-performance points and innovative everyday 
products that had not been seen before. Then came 
Amazon, with all its incredible merchandise assort-
ment, prices and the ability to return anything you did 
not want. Now comes quick commerce. Even if QC is 
eventually contained, it will not be for a lack of  
customer enthusiasm but for a lack of supplier staying 
power and patience through the scaling period, or 
their shifting to a high-margin and high-ticket-size 
merchandising mix. 

Consumer India leapfrogs in the most interesting 
ways, skipping stages of evolution other markets went 
through. Offer it customer-perceived superior value 
and do not demand that it change its ways, and you 
have a hit.  
vvvvvvvvvvvvvvvvvvvvvvvv 
The writer is the author of Lilliput Land: How Small 
is Driving India’s Mega Consumption Story

Xi Jinping’s call for the “rejuvenation of 
the Chinese nation” is the central pillar 
of Chinese domestic and foreign policy. 
It is generally understood that this tenet 
departs from Deng Xiaoping’s dictum of 
“hide your strength, and bide your 
time”. However, Frans-Paul van der 
Putten’s book,  China Resurrected: A 
Modern Geopolitical History, argues 
that similar sentiments prevailed as far 
back as Sun Yat-sen’s time. The “… res-
urrection of China as a powerful state 
was a matter of necessity: it was all or 

nothing for the Chinese civilization,”  
Mr van der Putten writes. He also makes  
the point that the Chinese Communist 
Party (CCP)’s foreign policy was no  
different to the one followed by the  
Qing rulers and the Kuomintang. 

Thus, as the author sums it up, the 
focus of the book is that “the emergence 
of China as a major global power today  
is the continuation of a process that 
began in the nineteenth and twentieth 
centuries with attempts to reduce the 
influence over China of other great 
powers”. The book provides a “historical 
context to current events” and shows 
how China is reacting in the same or 
similar fashion as it has done in the  
past 200 years. 

The book builds on the narrative of 
how events such as the Opium Wars, 
Boxer Uprising, the World Wars, and the 
creation of the League of Nations and 
United Nations have all proved funda-
mental to Chinese opinion towards the 

international system and China’s rela-
tions with the United States, Russia, 
Britain, Japan and others. China has 
learnt from these challenges to make 
itself stronger. “Deng strove for stable 
and good relations with the United 
States, the Soviet Union and other 
major countries such as Germany, 
France, Great Britain, Japan and India 
— not because he believed that good 
relations with these countries would 
last, since the world order was unstable 
and ever-changing, but to buy time for 
China to become stronger,”  
Mr van der Putten writes. 

He highlights this linearity in Chi-
nese foreign and domestic policy with 
several examples. He shows how Deng 
Xiaoping’s long-term views “on China’s 
resurgence were similar, in key respects, 
to those of Sun Yat-sen” and he firmly 
believed that “China was not destined to 
adopt the liberal values of the West”. 
Even when it comes to domestic politics 

and economic policies, Deng Xiaoping 
and Sun Yat-sen held quite similar 
views. The use of foreign capital to boost 
Chinese growth and the centrality of one 
political party form the crux of both the 
leaders’ visions. 

The book engages with the idea that 
economic clout drives China’s position 
in the world today. The same attraction 
of Chinese markets that drove the Great 
Powers to force open the Qing Empire’s 
ports and led to the Opium Wars is what 
makes China central to global geo-
politics today as well. “For more and 
more large companies, going to China 
was not a strategic option, but a strategic 
necessity,” the author points out. 

This economic strength is also 
closely intertwined with the rise of 
domestic nationalism. This very nation-
alism has been a major tool in the hands 
of the Chinese leaders. The weaponisa-
tion of economic interdependence and 
regular boycotts of foreign products by 

the Chinese people has 
become an important aspect 
of foreign policy. These trends, 
according to the author, 
started during 1915 and 1919 
and were initially focussed 
against Japan. These tempor-
ary expressions were “the 
beginning of nationalism as a 
mass movement in China”. 

The book also analyses the 
issues that can prove a hurdle 
to China’s relentless growth. 
China is still the world’s 
second-largest economy and 
has already started witness-
ing lower growth rates, since 
it is now growing from a larger 
base. It is also embroiled in 
major trade and technology 
wars with the United States. 
Donald Trump’s presidency has exacer-
bated China’s challenges. 

Despite the detailed research and the 
long timeframe it covers, the book is an 
easy and interesting read. It has also 
shown how the CCP’s domestic politics 
and policies have had a direct impact on 

China’s foreign policy. It also 
strongly argues that the Chi-
nese foreign policy is rooted 
in the idea of China’s ultimate 
rise, or resurrection. “The two 
opium wars marked the 
beginning of China’s geo-
political transformation. The 
country has evolved from a 
regional power unable to 
defend itself against Britain in 
1840, to an emerging global 
power regarded as the great-
est rival of America today,”  
Mr van der Putten writes. 

If the book has a shortcom-
ing it is that it sometimes sac-
rifices nuance in China’s 
domestic and foreign policies 
for the simplicity of approach. 
This can be perceived as both 

a strength and weakness. But the sim-
plicity makes it helpful for a novice 
attempting to understand China as a 
geopolitical actor. 
vvvvvvvvvvvvvvvvvvvvvvvv 
The reviewer is associate professor,  
OP Jindal Global University

China’s long-playing geopolitical conception

B
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vvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
v

vvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
vvvv

vvvv
v

bbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbb

bbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbb bbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbb

bbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbb

new delhi   |   tuesday, 30 june 2026

bbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbb

gunjan singh

China Resurrected:  
A Modern Geopolitical 
History 
by Frans-Paul van der 
Putten 
Published by  
Bloomsbury 
240  pages ~ 3,088 

bbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbb

bbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbbb

When regulators 
write criminal laws

illustration: binay sinha

The Securities Markets Code Bill assures delegation of procedure 
and detail, but also permits delegation of criminalisation

m s sahoo & sumit agrawal

rama bijapurkar
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HE SECURITIES MARKETS 
Code (SMC), 2025, has gen- 
erated considerable debate 
about its interface with the 
Insolvency and Bankruptcy 

Code (IBC), 2016. Concerns have been 
raised that SMC provisions onsettlement 
finality, close-out netting, and collateral 
enforcement may conflictwiththe mora- 
torium,waterfall,and estate provisions of 
theIBC.The presenceof overriding clauses 
in both Codes has reinforced the percep- 
tion of overlap and possible conflict. 

The concern is understandable, but 

misplaced.Whatappears to be an overlap 
infact concealsafundamental gapinInd- 
ia’slegalarchitecture: theabsenceofaspe- 
cialised resolution framework for finan- 
cial service providers (FSPs) that perform 
critical market functions and whose fail - 
ure may have systemic consequences. 

The two Codes largely operate in dif- 
ferent domains.One seeks to prevent dis- 
ruption of the securities market despite a 
participant’sstress; the otherseeks tores- 
olve financial distressinan orderlymann- 
er.Using harmonious construction, courts 
confine overriding provisions to the spe- 
cific field forwhich theywere enacted. 

Much of the perceived conflict disap- 
pearsoncethe nature ofassetshandled by 
clearing corporations (CCs) and clearing 
members (CMs) is properly understood. 
Theseinstitutions routinelyhold margins, 
collateral,securities,and fundsthatbene- 
ficiallybelongtoinvestors,counterparties, 
andother market participants.Suchassets 
are often held in custodial, fiduciary, or 
contractual capacities. They are not the 
proprietary assets of the CCor CM. 

The IBC recognises this. Assets 
belongingto third partiesbut held bythe 
debtorundertrust, custody,bailment,or 

similar arrangements do not form part 
of the insolvency estate. Likewise, the 
Code recognisesthespecial treatment of 
collateral, set-off, and multilateral net- 
ting arrangements. Consequently,a sub- 
stantial portion of what the SMCseeks to 
protect is already outside the pool of 
assets available for distribution among 

® COMPLEMENTARY CODES 
DEBATE OVER IBC & SMC INSTEAD EXPOSES A GAP OF RESOLUTION FRAMEWORK FOR FINANCIAL SERVICE PROVIDERS 

Fears of overlap misplaced 

MS SAHOO 
SUMIT AGRAWAL 
The writers are legal practitioners and 

former officials of Sebi 

creditors under the IBC. 
The SMC’s emphasis on settlement 

finalityand collateral protection therefore 
does not undermine insolvency law; it 
largely operates in respect of assets and 
obligations that insolvency law itself tr- 
eats differently.Viewed through thislens, 
the two Codes are better understood as 
complementarythan competingregimes. 
The real challenge lies elsewhere: how 
should a CC or CM be resolved if it fails? 

The SMC clearly contemplates such 
failures. Its provisions address the cons- 
equences of insolvency, liq- 
uidation, and resolution 

proceedings. They protect 
settlement finality, netting 
arrangements,and collater- 
al enforcement even after 
insolvency proceedings 
commence. Yet the SMC 
does not itself provide a re- 

e 

The SMC should 

neither be viewed 

as an alternative 

insolvency regime 

nor as a challenge 

tions required to preserve settlement 
finality, close-out netting, collateral pro- 
tection,and the continuityof criticalmar- 
ket functions.This,however,is aninterim 

solution at best. The policy question is 
whether India should continue to rely on 
the modified framework under Section 
227 orestablish a dedicated resolution 
regime for financial institutions. 

CCsand CMsare unlike ordinary com- 
mercial enterprises. They handle client 
assets, intermediate transactions among 

market participants, and perform func- 
tions that are essential to 
the stability of financial 
markets. Their failure can 
have consequences that 
extend far beyond their 
shareholders and creditors. 
In many respects, they 

resemble banks, payment 
systems,and other system- 

solution framework for CCs to the IBC ically important financial 
and CMs.Nordoesthe ordi- s institutions more than 

naryframework of theIBC. manufacturing companies 
FSPs are generally ortrading firms. 

excluded from theIBC’s scope.Parliament 
recognised,however,thatsome categories 
of FSPs may require the IBC’s procedural 
architecture with modifications suited to 
their specialised functions.Section 227 of 
the IBC, therefore, empowers the central 

government,in consultation with therel- 
evant regulator, to apply the insolvency 
frameworktospecified categories of FSPs 
with appropriate modifications. 

Read together, the SMC and Section 
227 demonstrate thataworkable resolu- 
tion framework can be constructed. The 
IBC supplies the procedural machinery, 
while the SMC identifies the modifica- 

This points to a broader policy ques- 
tion.Notall FSPsare alike.Some hold sub- 
stantial customer assets, perform critical 
infrastructure functions,orpose systemic 
risks. Others operate in a manner that is 
economically similar to ordinary com- 
mercial enterprises.Treatingall FSPsiden- 
ticallymay, therefore,be neither necessary 
nordesirable.India should adopt a differ- 
entiated resolution architecture. 

Systemically important institutions 
should ideally be resolved under a finan- 
cial resolution framework designed spe- 
cifically for financial-sector failures.At the 
otherend of the spectrum are FSPs whose 

business models and risk profiles closely 
resemblethose of real-sector firms.There 
is little reason why such entities cannot 
continue toberesolved undertheIBC’sor- 
dinary framework.Between these two cat- 
egories lie institutions that require mod- 
ifications to conventionalinsolvencyrules 
but do not justify a separate resolution 
statute.Section 227 of theIBC providesan 
appropriate bridge for such entities. 

Such an approach would preserve the 
coherence of India's insolvency architec- 
ture.Insolvencylaw functions bestwhen it 
remains unified. Creating sector-specific 
insolvency exceptions through isolated 
provisions scattered across multiple 
statutes,asinthe SMC,risks fragmenting 
the insolvency framework and misallo- 
cating resources.Any departure from the 
general insolvency regime should ordi- 
narilybeaccommodatedwithin the insol- 
vency framework itself. 

The SMC should therefore neither be 
viewed as an alternative insolvency regi- 
menorasachallenge to theIBC.Itidentif- 
ies the market-stability safeguards that 
any insolvency framework applicable to 
securities market infrastructure institu- 
tions must respect. The IBC provides the 
institutional and procedural framework 
through which those safeguards can be 
implemented. 

The debate therefore should move be- 
yond the question of whether the SMC 
and the IBC overlap. The overlap is far 
smallerthan commonlyassumed,largely 
because muchof thesubject matterof the 
SMC concerns third-party assets and set- 
tlementarrangements thatlie outside the 
insolvency estate itself. The more impor- 
tant issue is the gap that the debate has 
exposed: theabsence ofa comprehensive 
resolution framework for FSPs. 

The SMC has not created that gap; it 
has merely exposed it. The challenge bef- 
ore policymakers is not to choose 
between the SMC and the IBC, but to 
designaresolutionarchitecture that pre- 
serves market stability, protects client 
assets,and maintains the integrity of the 
insolvency process.
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Sebi's blind spot sits just above 
Tata Sons: it's time to address it 

Disclosure rules protect investors in 26 listed Tata companies but not 

M. DAMODARAN & 
SUMIT AGRAWAL 
are, respectively, chairperson, Excellence 
Enablers, and former chairman, Sebi, UTIl and IDBI: and manaine , 

Sreet Law 
visors and a forner Sebi officer. 

n 18 August, Tata Sons will holdits 
annual general meeting (AGM) 
and only one ofits two largest 
charitable trusts will be entitled to 
cast a vote. The Sir Ratan Tata 

Trust, which together with the Sir 
Dorabji Tata Trust accounts forjust over half of the 
roughly 66% ofTata Sons held collectively by Tata 
Trusts, a network of some l5 farnily trusts, has been 
restrained from participating in trust decisions by 
the Maharashtra Charity Commissioner. pencding 
an inquiry into the composition ofits board. an 
orderthat Tata Trusts have publicly contested 
as procedurally irregular and issued without a 
hearing. A separate decades-old dispute, over the 
1989 transfer of833Tata Sons shares from the 
Navajbai Ratan'TataTrust to the late Naval Tata, 
has since resulted in a formal complai tomplaint to the 
Commissioner and aremarkable demand from 
an incumbent Tata Trusts vice-chairman for an 
independent probe ofhis own institution. 

Layer this onto thestill-unresolved question of 
N.Chandrasekaran's third term as Tata Sons chair 
man, deferred at a board meetingin February and 
now pushed to the August AGM, and one has three 
live govemance disputes with a direct bearing on 
who controls the promoter of 26 listed companies 
witha combined market value that Tata's own 
investordisclosures put at more than $328 billion 
as ofMarch 2025. 

None of it has triggered a single disclosure under 
the Securities and Exchange Board of India's (Sebi) 
Listing Obligations and Disclosure Requirements 
(LODR) regulations of 2015. None ofit need have. 
And that is the point. 

GUEST VIEW 

The LODR's disclosure architecture, while 
extensively amended in recent years, is built 
around one governing assumption: that the entity 
making disclo Osures and the one whose goOver governance 

matters to investors are the same, or at most one 
stepremoved through a 'material subsidiary.' Reg 
ulation 30 requires listed companies to disclose 
material events concerningthemselves and their 
subsidiaries. It says nothing about material events 
at the level ofthe promoter above them that may 
control their boardcomposition, capital allocation 
and, not infrequently, their very existence. 

Formost listed Indian firms, this gap is aca 
demic, since the promoter is an individual, a family 
oracompany that is itselflisted or closely held in a 
legally uncomplicated way. Tata Sons makes the 
gap impossible to ignore as the control chain runs 
through an unlisted core investment company reg 
ulated by the Reserve Bank of India (RBI) for pru 
dential purposes, sitting beneath charitable trusts 
governed by the Maharashtra Public Trusts Act 
and answerable to a charity commissioner, not 
Sebi, nor stock exchanges, and nor to shareholders 
ofgroup companies in any formal sense, 

S3 

Considerwhat this means in practice. When the 
board ofTata Sons deferred Chandrasekaran's 
reappointment on 24 February, a decision material 
enough to create a three-month leadership vac 
uum at the group's apex, not one ofthe 26 listed 
Tata companies was obliged to inform its own 
shareholders. When the charity commissioner 
restrained the Sir Ratan Tata Trust from function 
ing in May. pending an inquiry. the same silence 
applied. Investors in some of India's most widely 
held stocks learnt ofboth developments from 
newspapers, not from stock exchange filings 
because the LODR framework gave no listed com 
pany a legal hook on which to hang a disclosure. 

This is not criticism of Tata Sons' compliance. 
Tata Sons has no LODR obligation to breach, 
because it is not listed. It is criticism of the frame 
work. The Tata situation happens to be the clearest 
illustration that India's markets have produced ofa 
structural blind spot that predates it and will out 
last it. Every large business house built arounda 
holding-company or trust structure above its listed 
operating companics, and there are several, sits in 
some version ofthe same gap. The difference is 
that at most of them, the upper layer stays quiet. At 
the Tata Group, three separate disputes have sur 
faced within months of one another, at three dif 
ferent points in the same control chain, making 
visible in real time exactly what the disclosure 
framework is not built to see. 

The fix need not be as complicated as the prob 
lem looks, Sebi's regulatory toolkit already reaches 
deep into questions ofbeneficial ownership and 
control across entity lines: the concept of"persons 
acting in concert" under its Takeovers Regulations 
looks beyond immediate shareholders to con 
nected parties, and LODR's related-party transac 
tion framework looks beyond the immediate cor 
porate entity to connected transactions. Bothexist 
because control, not formal listing status, 0s what 
securities regulation is meant to police. There is no 

BLOOMBERG 

principled reason that logic should stop at the 
boundaryof an immediate listed entity. A worka 

ble fix does not require Sebi to regulate charitalble 
trustsor unlisted NBFCs directly, which would 
exceed its mandate and invitejurisdictional con 
flict with RBl and state charity authorities. It calls 
for something narrower: a disclosure trigger that 
sits with the listed entity and is activated when a 
person or entity which controls its promoter 
undergoes a change in control, a material govern 
ance dispute, or a regulatory restraint witha clear 
bearing on that control, and is reportable by the 
listed company on the basis of information it can 
reasonably be expected to seek from its promoter. 

This isclose to how LODR'sexising disclosure 
obligations already function: the obligation sits 
with the listed entity. but the trigger can originate 
upstream in connected or controlling persons. 
Extending the same logic to promoter-level con 
trol events would not be a radical departure from 
the LODR's architecture, but would compl icompleteit. 

The timing is apt. The government has already 
introduced the Securities Markets Code, 2025, 
now before a parliamentary standing committee, 
to consolidate and modernize the foundational 
statutes underlying India's securities regulation. A 
code-level provision addressing promoter-level 
material events, rather than a piecemeal circular, 
wouldensure that the fix survives the next round 

of holkling-company litigation, whichevercon 
glomerate it involves next. 

The Tata Group's minority shareholdersand 
there are millions who hold Talaequity either 
directly and through mutual funds and insurance 
policieshave a clear interest in knowing who 
controls their companies' ultimate promoter and 
whether that control is secure, contested or under 
regulatory scrutiny. That interest does not cur 
rently show up anywhere in the disclosure regime 
built to protect it. It must. The earlier, the better, 

This is thefirst ofa tuo-part series. 

from shocks at a level that actually controls their fate 
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ANNEXURE II - ARTICLE 21

Judicial scrutiny of SEBI: an obstinate regulator?
This week, the actions of SEBI faced rigorous evaluation by the Bombay High Court and the Securities 
Appellate Tribunal, raising questions over its transparency and accountability.

Sumit Agrawal  |  Bar & Bench  |  5 December 2023

This week, the actions and oversights of the Securities and Exchange Board of India (SEBI) faced rigorous 
evaluation by two judicial forums, shedding light on apprehensions regarding its compliance, transparency, 
and accountability.

Both the Bombay High Court and the Securities Appellate Tribunal (SAT) underscored that the regulator, often 
quick to accuse, is not beyond scrutiny and far from being regarded as sacrosanct.

Bombay High Court's rebuke (Ashok Dayabhai Shah v. SEBI)

In Ashok Dayabhai Shah v. SEBI, the High Court criticized SEBI for failing to comply with its October order  
stating  that  SEBI  must  act  in  public  interest.  The  Court  had  previously  directed  SEBI  to  provide  specific  
investigation documents to the petitioners,  minority  shareholders  of  Bharat  Nidhi  Limited,  following their 
complaints about various non-disclosures and securities law violations by the company. Both the company and  
SEBI had challenged the order before the Supreme Court, but the appeals were dismissed in November.

The minority shareholders had alleged that SEBI's investigation into securities law violations by Bharat Nidhi 
Limited was a farce, also claiming that they were not provided with the investigation report or the relevant  
documents so as to ensure fair proceedings.

SEBI had quickly revoked the orders levelling such allegations against the company. It argued in the Bombay 
High  Court  that  since  the  settlement  order  had  been revoked,  there  was  nothing  left  to  address  in  the  
petitions.  However,  the  High  Court  expressed  dismay  at  the  regulator's  persistent  non-compliance, 
emphasizing that as a public body, SEBI must act in public interest and adhere to court orders.

The High Court found SEBI's approach astonishing and suggested that it could erode investor confidence in the 
regulatory body. It was found that SEBI has resorted to all possible efforts not to comply with the Court's  
order. It is relevant to see what exactly irked the High Court:

“It is quite intriguing to note the approach of the SEBI, as clearly seen from the events which had transpired,  
and from the obstinate stand taken by the SEBI in not furnishing the documents to the petitioners in relation 
to respondent Nos. 2 to 9. There has been persistent non-compliance of such orders passed by the Court,  
despite  the  Special  Leave  Petition  of  the  SEBI  being  rejected,  is  too  far  to  be  imagined  nay  totally  
unacceptable. SEBI is a public body, it is required to act in public interest, it needs to comply with the orders  
passed by this Court, more particularly, when the orders have attained finality in the facts and circumstances 
of the present case, cannot be countenanced that SEBI would resort to such actions only when and, or, as  
may be, commanded by respondent Nos. 2 to 9. Such approach of the SEBI, in our opinion, would cause a  
dent to the confidence, the investors would repose in the SEBI, which needs to function solely to further the  
object and purpose, for which it is created by the Act of the Parliament. We are constrained to make such 
observations being quite astonished by the stand taken by SEBI from time to time, in relation to the present  
proceedings. Even assuming that the petitioners are not correct on their contentions on the different stands  
being taken by the SEBI, however, the SEBI needs to be consistent and firm in whatever it proposes to do in 
such eventuality, and above all, such actions must inspire confidence of the investors as also of the Court.”

The High Court directed SEBI to expeditiously adjudicate the show cause notice issued to the company and 
ordered the immediate provision of documents to the petitioners, emphasizing SEBI's obligation to comply 
with the court's orders.

Securities Appellate Tribunal's criticism (Kirloskar Brothers Limited)

In  October  2020,  SEBI  imposed  a  six-month  market  access  restriction  on  the  appellants  in  the  Kirloskar 
Brothers  Limited  case.  SAT  stayed  SEBI's  order,  provided  the  appellants  undertook  not  to  sell  Kirloskar 
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Industries Limited (KIL) shares. On October 12, 2022, SAT quashed SEBI's order, lifting all restrictions on the  
appellants. Despite this, the appellants' KIL shareholding remained frozen for months. Unsuccessful attempts 
to unfreeze shares through the National Securities Depository Limited (NSDL) led the appellants to approach 
SAT again.

SAT criticized SEBI's lack of follow-up, highlighting unaddressed emails from NSDL and the appellants. This 
raised concerns about SEBI potentially neglecting investor interests, contrary to its mandate.

The judgment emphasized the importance of a proactive regulatory stance and imposed costs of ₹5 lakh on  
SEBI.

This case mirrored another recent case, Cynthia Pinto De Andrade v. SEBI, where SAT imposed costs on SEBI 
for not registering and hearing an investor complaint despite a direction by the Appellate Tribunal.

SEBI's frequent appeals to the Supreme Court, often seeking relief from costs, raise questions about regulatory 
accountability.  The  ongoing  dispute  between  SEBI  and  SAT,  discussed  earlier,  highlights  the  need  for  a  
comprehensive evaluation of SEBI's actions and structural changes to ensure accountability.

Drawing parallels  with the concept of  the corporate veil,  the critique of SEBI's  decision-making processes  
underscores the necessity for reforms in delegation and delegated legislation.

While the Supreme Court has been lenient in overturning or staying costs, the question arises whether such  
leniency should be considered a given by a regulatory body without learning from judicial forums.

From a policy perspective, India is still deliberating whether administrative officers or technical experts, who 
are expected to perform quasi-judicial functions, possess the necessary capabilities to handle the extensive 
powers granted to a regulator by statute. The Supreme Court has asserted in the past that only judges and 
advocates should be considered for appointment as judicial members of the National Company Law Tribunal  
(NCLT) and the National Company Law Appellate Tribunal (NCLAT).

Not too long ago, SEBI engaged in contentious actions that led to an apology to the Supreme Court of India  
during  contempt  proceedings.  SEBI  was  reprimanded  for  unjustly  cherry-picking  by  selectively  disclosing 
information and providing documents, contrary to the Supreme Court's direction. SEBI played with fire as it  
resisted providing complete documents even after the dismissal of its review petition by the highest court of 
the country.

The current legal scrutiny underscores the immediate need for SEBI to review its methodologies, guarantee 
transparency and accountability, and commit to safeguarding public interest. Essential reforms in regulatory 
frameworks are crucial to instill investor confidence and preserve the integrity of financial markets.

A  draft  of  Finance  Minister  Nirmala  Sitharaman's  proposal  for  the  Securities  Market  Code,  aimed  at  
consolidating all laws pertaining to the specific market, is pending release for public consultation. It is hoped  
that there are statutory safeguards within the code to ensure accountability of the markets regulator.

Sumit Agrawal is the Founder of Regstreet Law Advisors. He is the author of a book on the SEBI Act and a former SEBI 
Officer. Views are personal.

Source: barandbench.com/columns/judicial-scrutiny-of-sebi-an-obstinate-regulator
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ANNEXURE II - ARTICLE 22

SAT imposes costs on SEBI for passing another mechanical order: need 
for a Uniform Securities Code
A Uniform Securities Code will enhance accountability, transparency, and fairness within the securities 
regulatory framework.

Sumit Agrawal  |  Bar & Bench  |  13 December 2024

Bar & Bench previously published three articles titled: Imposition of costs: a tussle between SAT and SEBI; 
Playing with the fire: SEBI apologizes to the Supreme Court of India in contempt proceedings; and Judicial  
scrutiny  of  SEBI:  an  obstinate  regulator?  These  analysed  regulatory  orders  that  attracted  costs  from the  
Securities  Appellate  Tribunal  (SAT)  and  strong  comments  from  the  Bombay  High  Court.  These  instances 
highlighted occasions where the Securities and Exchange Board of India (SEBI) could have heeded judicial  
nudges but chose instead to defend its orders on technical grounds.

This quick article focuses on a recent SAT order where SEBI was admonished for passing a mechanical order.  
The case involved SRBC, a reputed CA firm which served as an auditor for a publicly listed company, Infibeam 
Avenues. SEBI's Adjudicating Officer (AO) imposed a ₹10 lakh penalty on SRBC in an order dated June 29, 2022. 
SAT set  aside the penalty,  imposed ₹1 lakh costs  on SEBI,  and advised SEBI  authorities  to  examine facts 
holistically and exercise restraint in passing mechanical orders.

Case overview

The matter arose from an admitted inadvertent error by SRBC, where an email containing Infibeam's financial 
information was accidentally sent to an unintended recipient, another client of SRBC. SRBC promptly rectified 
the mistake by having the recipient delete the email and its attachments, by sending one of its employees 
personally to meet that unintended recipient.

SEBI, however, contended that this act violated Regulation 3(1) of the SEBI (Prohibition of Insider Trading) 
Regulations,  2015  (PIT  Regulations),  which  mandates  insiders  to  handle  unpublished  price-sensitive 
information (UPSI) with care and on a strict need-to-know basis. SEBI argued that SRBC failed to establish  
mechanisms to prevent such incidents, alleging a breach of its duties as Infibeam's auditor.

SAT observed that Regulation 3(1) does not explicitly  prescribe any specific mechanism. It  rejected SEBI's  
interpretation as imaginary and unsustainable. Moreover, SAT dismissed SEBI's assertion that penalties must 
be  imposed  irrespective  of  whether  the  violation  was  inadvertent  or  remedial  measures  were  taken.  It 
emphasised that such an approach would lead to absurd outcomes.

In the case of Piramal Enterprises Limited v. SEBI, a penalty was imposed on Piramal Enterprises Limited (PEL)  
and its directors for allegedly violating the need-to-know basis principle by sharing information with Anand  
Piramal, who held no position in the company but had prior knowledge of a decision to sell part of PEL to  
Abbott Laboratories Limited. It was found that Anand was signatory to a non-compete agreement as part of  
the  business  transfer  agreement  and  hence  needed  to  know.  The  SAT,  while  setting  aside  SEBI's  order, 
emphasised that:

“SEBI is the watchdog and not a bulldog. If there is an infraction of a rule, remedial measures should be taken 
in the first instance and not punitive measures. In the absence of any direct or clinching evidence of insider  
trading  or  misuse  of  UPSI,  a  reasonable  benefit  of  doubt  should  be  extended  to  the  PEL  instead  of  
mechanically imposing a penalty.”

Critique of SEBI's enforcement approach

SEBI's reliance on the Supreme Court judgment in SEBI v. Shri Ram Mutual Fund, particularly the phrase that  
penalty is attracted as soon as the contravention is established, has often resulted in rote and context-blind 
enforcement. SAT, in this order, underscored the importance of context and intent in regulatory adjudication.
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This is not an isolated instance. SAT has previously criticised SEBI for its callous attitude, and actions amounting 
to judicial dishonesty. It has flagged SEBI's harsh and unwarranted orders and remarked on SEBI's conduct 
being detrimental to the interests of the securities market, in Umashankar Agarwal v. SEBI.

In some cases, SAT has noted gross negligence on part of various officials of SEBI including the concerned  
Whole-time Member  of  SEBI,  and has  either  imposed costs  or  remanded matters,  remarking,  in  Santosh  
Vishram Ghadshi v. SEBI, that it hoped that on remand SEBI would entrust the matters to some responsible 
officer who would apply his mind, in light of the serious irregularities observed.

Need for reform: towards a Uniform Securities Code

While SEBI's role in upholding market integrity is crucial, SAT's rulings highlight the need for proportionate and 
judicious penalties by the executive branch of the government. This decision is significant in protecting entities 
from arbitrary penalties while reinforcing accountability in enforcement actions.

In the framework of securities laws, the SAT serves as the primary check on SEBI's extensive enforcement 
powers and represents the sole judicial body reviewing SEBI's actions before matters reach the Supreme Court.  
However,  addressing  systemic  challenges  within  this  ecosystem  requires  structural  reforms.  The  industry 
keenly anticipates the draft of the proposed Uniform Securities Code, as announced by the Finance Minister of 
India. It is hoped that this legislative initiative will include provisions to:

•   establish definitive time limits for SEBI to complete investigations and issue orders;

•    impose  restrictions  on  the  delegation  of  powers  within  SEBI  and  to  stock  exchanges  and 
depositories;

•   mandate disclosure of conflicts of interest by SEBI's Chairperson and Whole-Time Members (WTMs);

•   enhance transparency in SEBI's annual reports, commensurate with its expanded statutory powers;

•   require the Ministry of Law or the Law Commission of India to review instances where SEBI seeks to 
expand its powers through self-made subordinate legislation; and

•   ensure a clear and genuine separation between SEBI's adjudicatory and executive wings.

These measures would substantially enhance accountability, transparency, and fairness within the securities 
regulatory framework. Simultaneously, statutory amendments should focus on strengthening SEBI's essential 
powers  while  curtailing  underutilised  or  redundant  powers,  guided  by  data-driven  analysis  and  public  
feedback.

It is hoped that the Ministry of Finance will take these issues into account and view SAT's advisory in this 
matter  as  an  opportunity  to  strengthen  the  regulatory  framework,  rather  than  treating  it  as  an  isolated 
incident.

Sumit Agrawal is Founder of Regstreet Law Advisors and a former SEBI Officer. This article was prepared with the assistance 
of Akarsh Tripathi, Associate at Regstreet Law Advisors. The views expressed are personal.

Source: barandbench.com/columns/costs-imposed-on-sebi-by-sat-for-passing-another-mechanical-order
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ANNEXURE II - ARTICLE 23

Costs, compliance and course-correction: lessons SEBI must learn
The late Justice Tarun Agarwala reminded us that SEBI is a watchdog, not a bulldog.

Sumit Agrawal  |  Bar & Bench  |  3 July 2025

The Securities Appellate Tribunal (SAT) recently delivered a scathing indictment of the Securities and Exchange  
Board of India (SEBI) in Rajesh Mokashi v. SEBI, dated June 27, 2025.

The Tribunal quashed a SEBI order debarring Rajesh Mokashi, former MD and CEO of CARE Ratings, from  
associating with any SEBI-registered intermediary. The judgment, which imposed costs of ₹5 lakh on SEBI,  
panned the markets regulator for wasting judicial time pursuing the case.

Whistleblowers, audits and exoneration

At the heart of the matter are whistleblower complaints from December 2018, alleging that senior officials at  
CARE Ratings, particularly Mokashi and then Non-Executive Chairman SB Mainak, interfered with the credit  
rating process  to  benefit  clients  paying higher  fees.  These were related to  instruments  issued by Dewan 
Housing Finance Ltd (DHFL), Yes Bank Ltd (YBL), Infrastructure & Financial Services Ltd (IL&FS) and certain 
other companies. These allegations prompted SEBI to instruct CARE to conduct a forensic audit.

Ernst & Young LLP was brought in for this purpose, and following its forensic audit report, SEBI advised another 
full-fledged  inquiry.  CARE  turned  to  former  Supreme  Court  judge  Justice  BN  Srikrishna  to  lead  the 
investigation. His findings were also unequivocal: there was no evidence to support the claims of interference  
or misconduct by either Mokashi or Mainak.

Contradictions in SEBI's enforcement action

Notwithstanding these conclusions, SEBI proceeded to issue show cause notices to both individuals. The final 
order,  dated April  20,  2023,  presented an  odd juxtaposition.  It  exonerated Mainak,  while  simultaneously 
debarring  Mokashi  for  two  years,  relying  heavily  on  WhatsApp  messages  and  interpretive  circumstantial 
evidence. What made the action more curious was that the same evidence, reviewed by both Ernst & Young 
and Justice Srikrishna, had previously led to a clean chit for both parties.

While  Mainak  was  begrudgingly  exonerated  by  SEBI  due  to  non-availability  on  record  of  adequate  and 
sufficient evidence to conclusively prove the involvement, Mokashi was left to face an enforcement action 
that, as the SAT later pointed out, lacked legal and evidentiary integrity.

SAT findings

The SAT's judgment is notable not merely for its outcome, but for the language it uses. The ruling states:

“SEBI embarked upon another misadventure to conduct one more proceeding through its WTM. The entire 
exercise  has  caused a colossal  loss  of  judicial  time and resources  and above all  a  miserable  trauma of  
irreparable damage to appellant’s reputation besides financial loss and loss of further opportunity to him.”

The  Tribunal  found that  SEBI  had  fundamentally  misconstrued  the  Srikrishna  report.  SEBI  had  brought  a  
technical argument that Justice Srikrishna merely examined whether the alleged interference affected the final 
rating  outcome.  However,  SAT  clarified  that  this  was  a  complete  mischaracterisation and  distortion.  The 
report, in fact, squarely addressed whether Mokashi interfered at all, and categorically concluded that he did  
not. Worse, SEBI’s attempt to suggest that it had the benefit of cross-examination that Justice Srikrishna did  
not, was dismissed as reprehensible. Witnesses, when cross-examined by SEBI, had offered clear denials of any 
pressure or instruction from Mokashi. One of SEBI’s own key witnesses admitted that rating decisions were 
taken on a consensus basis and that no dissent had ever been recorded.

Ironically, such judgments often prompt a regulator to send its officers for a week or two stints at judicial  
academies or observational visits to foreign regulators, a gesture more symbolic than substantive. At the same  
time, the deeper purpose of building institutional mechanisms for fairness and accountability is lost in the 
absence of meaningful reflection.
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A pattern of overreach: SEBI under judicial scrutiny

This case is not a standalone episode. It is part of a pattern that has played out in multiple recent decisions  
where the SAT and the courts have had to step in to restrain SEBI’s overreach. In previous cases too, SAT, the  
Bombay High Court and the Supreme Court of India have expressed concern over the regulator’s conduct. Bar  
& Bench has chronicled these developments in a series of articles: SAT imposes costs on SEBI for passing 
another  mechanical  order;  Imposition  of  costs:  a  tussle  between  SAT  and  SEBI;  Playing  with  fire:  SEBI 
apologizes to the Supreme Court of India in contempt proceedings; and Judicial scrutiny of SEBI: an obstinate 
regulator? The Supreme Court’s caution in RT Agro Pvt Ltd v. SEBI (2022) is instructive: regulators must not  
adopt hyper-technical  postures in enforcement.  SEBI,  in multiple instances,  has refused to course-correct,  
even in the face of stern judicial nudging. It has continued to pursue matters on tenuous procedural grounds,  
appealing almost every adverse order to the Supreme Court, while often dismissing substantive exculpatory 
material in favour of selectively applied evidence.

Enforcement optics vs objectivity

In the Mokashi matter, the regulator’s insistence on framing its case around a few internal messages, while 
dismissing the absence of any formal dissent,  appears emblematic of an enforcement culture that has, at 
times, prioritised optics over objectivity. SEBI’s role is not merely to enforce, but to enforce with fairness and 
proportion. By brushing aside the conclusions of various reports without introducing any new facts or analysis,  
SEBI not only undermined its own institutional integrity, but also demonstrated a troubling inability to self-
correct.

In view of the recent SAT decision and others before it,  there is  a need for a reassessment of  how SEBI  
approaches quasi-judicial functions and how it treats independent findings when they do not suit its narrative.  
The call for reform is not new. The lack of clear procedural codification, especially regarding how evidence is 
appreciated,  how  cross-examination  is  treated,  and  how  defence  submissions  are  evaluated,  has  led  to 
inconsistent and frequently overturned orders. There is an urgent need for standardisation, and perhaps more 
importantly, for a new regulatory architecture to approach matters with procedural rigour and neutrality.

Structural fairness in regulatory adjudication

The message of institutional restraint and procedural fairness resonates far beyond SEBI. The United States  
Supreme  Court  recently,  in  SEC  v.  Jarkesy  (2024),  delivered  a  landmark  6-3  verdict  questioning  the 
constitutional legitimacy of enforcement actions conducted by administrative law judges without sufficient 
safeguards.  The  Court  held  that  when  the  US  SEC  seeks  civil  penalties  for  securities  fraud,  the  Seventh 
Amendment  of  the  Constitution  guarantees  the  right  to  a  jury  trial.  Consequently,  the  ruling  effectively  
stripped the SEC of its ability to unilaterally route such matters through in-house Administrative Law Judges 
(ALJs), thereby requiring adjudication in federal courts.

While  India’s  regulatory  structure  may  differ  in  form,  the  underlying  concern,  ensuring  fairness  in 
administrative adjudication, is a universal imperative that demands comparable scrutiny and reform. In the  
Adani-Hindenburg saga, an Expert Committee constituted by the Supreme Court had also critiqued the lack of 
separation between the investigative and adjudicatory functions, noting that this compromises institutional 
fairness and objectivity. The report submitted by the Committee had suggested that:

“A structural reform is needed to separate the investigative and adjudicatory wings. This will promote fair  
hearing, natural justice, and reduce the perception of bias.”

The road ahead: will SEBI course-correct?

SEBI wields enormous power, and rightly so. In a market-driven economy, safeguarding investor interests and 
upholding market integrity is a non-negotiable imperative. But enforcement is not an end in itself. It must be 
exercised with restraint, anchored in due process, transparency and proportional justice. This becomes all the  
more critical when an institution acts as judge, jury and executioner.

The late Justice Tarun Agarwala articulated this with memorable clarity in Piramal Enterprises Limited & Ors v. 
SEBI (2019), reminding us that SEBI is a watchdog, not a bulldog. That dictum is not just apt, it is urgent.
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Regulatory power, no matter how well-intentioned, is not immune from scrutiny. Institutions must remain 
tethered to the rule of law. Whole Time Members (WTMs) and senior functionaries of regulatory bodies are  
subject  to  legal  accountability.  And  when  justice  is  obstructed  by  bureaucratic  intransigence,  it  must 
nevertheless be pursued with clarity and courage, at any cost.

Yet,  if  precedent  is  any  guide,  SEBI’s  likely  response  will  not  be  introspection,  but  escalation.  SEBI’s 
institutional muscle is rarely accompanied by institutional humility. When called out, it does not reform, it  
appeals. Expect a Special Leave Petition, a plea to expunge, or a stay application. In a system where courts  
often extend leeway to regulators,  SEBI  has grown comfortable relying on judicial  deference,  not internal 
reform.

Let us hope the new SEBI Chairman breaks this cycle.

Sumit Agrawal is the Managing Partner, Regstreet Law Advisors, a former SEBI Officer and an author of a book on the SEBI  
Act. The article was authored with assistance from Kavish Garach, a Senior Associate. The views expressed are personal.  
Disclosure: the author represented Mainak before SEBI.

Source: barandbench.com/columns/costs-compliance-and-course-correction-lessons-sebi-must-learn
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