WHAT IS SEBI SETTLEMENT

SEBI Settlement refers to the process by which
disputes or violations related to securities laws
and regulations are resolved between the
regulator (SEBI) and the concerned party
(individual or entity).

The settlement process aims to resolve legal
issues and ensure compliance with securities
laws without going through lengthy legal
proceedings.

SEBI provides a mechanism for settlement
through consent orders. In a consent order, the
party accused of violating securities laws agrees
to settle the matter by paying a penalty or taking
corrective actions without admitting or denying
guilt. This allows for a quicker resolution of
regulatory matters and reduces the burden on
the legal system.

ADVANTAGES OF SEBI
SETTLEMENTS

Quick Resolution

Cost-Effective

The Role of SEBI in Investor Protection
Ensuring Fair Play

Investor Confidence
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KEY COMPONENTS OF SEBI
SETTLEMENTS:

1. Show-Cause Notice (SCN)

The process typically begins with SEBI issuing
a Show-Cause Notice to the alleged violators,
outlining the charges and seeking their
response. This notice provides an opportunity
for the entities to present their side of the story
and clarify their position.

2. Settlement Application

In response to the SCN, the concerned parties
may express their willingness to settle the
matter through a settlement application. This
application includes the terms and conditions
under which the parties propose to resolve the
allegations.

3. SEBI’s Examination

SEBI evaluates the settlement application,
considering factors such as the nature and
gravity of the violations, the willingness of the
entity to cooperate, and the public interest. The
regulator may accept, reject, or suggest
modifications to the proposed settlement terms.

4. Settlement Amount

If the settlement is approved, the parties agree
on a settlement amount. This amount may
include monetary penalties, disgorgement of ill-
gotten gains, or other corrective actions. The
settlement amount is usually lower than the
maximum penalty that could be imposed
through a legal process.

5. Consent Order

Once the terms are finalized, a consent order is
issued by SEBI. This order outlines the
settlement terms, including the agreed-upon
actions, penalties, and any other relevant
conditions. The consent order is a legally
binding document.




SIGNIFICANCE OF SEBI
SETTLEMENTS

1. Efficiency and Timeliness

SEBI settlements offer a quicker resolution

compared to lengthy legal proceedings. This
efficiency benefits both the regulator and the
entities involved, saving time and resources.

2. Flexibility

The flexibility inherent in the settlement
process allows for tailored solutions to specific
cases. Entities have the opportunity to
negotiate terms, and SEBI can customize the
sanctions based on the severity of the
violations.

APPLICATION FOR SETTLEMENT

1)A person against whom any specified
proceedings have been initiated and are pending
or may be initiated, may make an application to
the Board in the Form specified in Part-A of the
Schedule-I.

2)The application made under sub-regulation
(1) shall be accompanied by a non-refundable
application fee as specified in Part-B of
Schedule I and the undertakings and waivers as
specified in Part-C of Schedule-I:

3) The applicant shall make full and true
disclosures in the application in respect of the
alleged default(s)

4) The applicant shall make one application for
settlement of all the proceedings that have been
initiated or may be initiated in respect of the
same cause of action.

5) An application that is not complete in all
respects or does not conform to the
requirements of these regulations shall be
returned to the applicant.

6) The applicant whose application has been
returned under sub- regulation (5) may, within
fifteen days from the date of communication
from the Board, submit the complete and
revised application that conforms to the
requirements of these regulations

7) Where the applicant is an association or a
firm or a body corporate or a limited liability
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partnership, the application and undertakings
and waivers shall be executed by the person in
charge of, and responsible for the conduct of the
business of such firm or association or body
corporate and the same shall bind the firm or
association, the body corporate and any officer
who is in default.

8) An application for settlement of defaults
related to disclosures, shall to the extent
possible be made after making the required
disclosure.

LIMITATION PERIOD FOR FILING
SETTLEMENT APPLICATION UNDER
SEBI

Regulation 4 of the Settlement Regulations
provides that an application for settlement may
be filed within 60 days from the date of receipt
of a show cause notice or a supplementary
notice, whichever is later

CONCLUSION

In the ever-evolving world of finance and
securities, the Securities and Exchange Board
of India (SEBI) plays a crucial role in ensuring
fair and transparent markets. As part of its
regulatory measures, SEBI has introduced the
concept of settlement applications for market
participants. A settlement application is a
voluntary mechanism that allows entities
involved in market-related violations to resolve
their regulatory issues without going through a
lengthy and costly legal process.

This tool enables the offenders to reach a
settlement with SEBI by paying a specified
amount of penalty and undertaking certain
remedial actions. The objective behind this
concept is to provide a more efficient and swift
resolution mechanism for minor violations,
while also reducing the burden on the legal
system. By encouraging market participants to
opt for settlement applications, SEBI aims to
maintain market integrity, protect investor
interests, and ensure a level playing field for all
stakeholders involved.

Niyati Rambhia
Team Heena Jaysinghani & Co




