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Contact details: United Forum, Office Address: 16A, 16th floor, Nirmal Building,  

Nariman Point, Mumbai 400021 
Email id: unitedforumindia@gmail.com; Phone #: +91-22-49120219 

 
 
Shri Naveen Sharma 
Investment Management Department 
Securities and Exchange Board of India 
SEBI Bhavan, Plot No. C4-A, ‘G’ Block, 
Bandra Kurla Complex, Bandra (East),  
Mumbai - 400 051 

November 04,2016 
 
 
Dear Sir, 
 

Re: Comment letter on the Consultation Paper on Amendments to the 
SEBI (Investment Advisers) Regulations, 2013 

 
1. We, United Forum, a forum of several national, local and regional associations of 

distributors and independent financial advisors (IFAs), write on behalf of our members, 
in reference to the invitation for comments on the Consultation Paper on Amendments/ 
Clarifications to the SEBI (Investment Advisers) Regulations, 2013 (“Consultation 
Paper”). We thank you for giving us the opportunity to submit our feedback on the 
Consultation Paper. Before we provide our comments, a brief introduction about us 
would give a little context to our expertise and locus in the subject. 
 

2. United Forum is a forum of various Distributor Associations across the country 
comprising of 45 national, local and regional associations, representing distributors at an 
all-India level and across several states including Madhya Pradesh, Maharashtra, Gujarat, 
Orissa, West Bengal and Tamil Nadu. United Forum is presenting a common view 
representing the whole distribution community to the regulators and the government. 
United Forum has been engaged in undertaking various activities for the development of 
the mutual fund industry and distribution Industry. Annexure I attached hereto provides 
the list of members of United Forum. 
 

3. While the proposals in the Consultation Paper purport to bring in uniformity in the 
standards applicable to all intermediaries and address regulatory gaps, we believe that the 
many of the proposals would be detrimental to the interest of investors and not be in 
accordance with the orderly development of the securities market. It may appear that 
making registration under the IA Regulations mandatory, for all mutual fund distributors 
providing incidental advice, would help regulate them better. However, such a measure 
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The third proposal is the most innocuous sounding, but the most dangerous. It seeks to curb 
providing securities specific recommendations through SMS, email, blog, chats, social media etc. 
unless that person is a registered investment advisor. Not only that, it proposes to categorise such 
communications by itself as fraudulent. The charge of fraud requires proving intent to defraud, 
material misstatement, causation and actual harm. All four seem not required to prove fraud if 
you share an honest opinion about a listed company on WhatsApp. In addition, it would make 
Warren Buffett (if he were based in India) a criminal as he shares his views on a large number of 
companies. The following statement from his annual letter to shareholders could land him in jail 
for up to 10 years. “Precision Castparts Corp. (PCC), a business that we purchased a month ago 
for more than $32 billion of cash. PCC fits perfectly into the Berkshire model and will 
substantially increase our normalised per-share earning power."However, a graduate who wishes 
to register with Sebi is fine commenting on all and sundry companies. The proposal will chill 
whistle blowing, chill factual and analytical communication about listed companies in general, 
and impose a constitutionally impermissible restriction on freedom of speech. 
 
Finally , the paper discusses the Research Analyst Regulations of Sebi. Any person who provides 
research reports giving buysell hold recommendations, or provides an opinion on listed 
companies is obligated to register with Sebi. The paper seeks to impose suitability obligations on 
the analyst ensuring `that the research service offered to the investor is based on overall financial 
situation and investment objectives of the client.' A research report is typically shared en masse 
often with thousands of people. Imposing a suitability requirement would be unworkable and is 
the task of the client's investment advisors. Sebi is clearly the most open regulator in terms of 
listening to comments and it is hoped that they will abandon this entire project, perhaps, 
retaining only the full stops. 
 
(The author is managing partner of Finsec Law Advisors.) 
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