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Irn pard 8-23 it says “urféir.profit can, on occassions,
be made in shares dealing By the use of confidential informa-
ticn rot generally available to‘the investing public. There
are existing statutory provisions which ensures that more know-
todge is wade available to shareholders about the transactions
in the sale or purchase of shares in the company (Sections 307
and 308). This, however, does not help to solve the problem.
A0 ircider like a company's Director, Statutory Auditor, Cost
Auditor, Financlal Accountant, Financial Controller, Cost
Accountant, Tax and Ménagement Gonsultant or Adviser and whole
time Legal Adviser or Solicitor, would generally have access
Lo price seusitive informations not svailable to outsiders.

Ié is often .difficult to prove whether or not this material
information has been used to put through what apprently is. a
normal transaction, "We think that- the law shoﬁld provide that
an insider belonging to any of the Categories meﬁtioned above
should be prohibited from burchasing or seiling shares of the
company, either directly or indirectly two months prior to the
.ciosirg gf the accounting vyear qf the company and forva period
of two mdnﬁhs thereafter, This is gapghly the period when the
confidential information would be available to the iﬁsider.

We also think that thé law should provide that where it is
oroved that 3 deal by an inéider has resulted in ore party
takirng advantage o&er the other by misasing the information

relating to the company, he is liable at law to the other party,
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the ﬁersbﬁ With'whom thne insider had dealt ? The company in
whose shares he has used in so doing. The law should eonfer

a remedy on persons who can establish that by reason of misuse
materially 51an1flcant 1nformat10n they had suffer identifiable.

fusc; in addition, an 1nsidur should be held to be accountable

to the company for his prof1ts,~1f unJustly made .

1n par 8~75 1t has recomnended that the v1ew that the
Llovisions oz this section, should apalt from tne dlrectors
who are already covereq be sxtended to cover not only share -
" holddéngs of the directors; employees of the company drawings‘
a remuneration of not less than,thfeé thousand per month,
statstsry auditor, cost accountant, cost suditor,vfinancial
acsountants,or financis;'co}mrqller, tax and manageme nt consul-
tants or advisers.‘whoie fime‘legal adviser or solicitors, but
abso of their spouse and‘childfen,as;aISO'the shareholdings of
private comﬁani@s,vpartnership firms, joint vertures or trust
in which the above categories'sf persons have any peéuﬁiary~
interest. The provisisns of this section shoﬁld;be furfher
" extended to cover the shareholdings of publice limited companies
holding shares-in the domapn? in case any director, or any of
thr aforesaid persons alongw1th his or her spouse or chlldren
holds shares amounhlng to not less thantﬂn per cent of the paid

up share capltal of such a publlC’llmlted company.

In para 8-26 it recommends that the above register should
alsa contaln detalls relatlng to purchase ard sale of the shares

of the company, lts holdlng comapny, and Ats subsldlary companies,

by the above categories of persons. -



APPENDIX

In para 8~28 the Comulttee's recommerdations are two
fold~ One relating to fullk st disclosure of transactions by
those Jho Eave price sensitive information and another prohi-
bitiovn of transactions by such perSun§ during certain speci-
fied period, Unless therea are exceptional circumstances.

The Committee has recommerded the following modifica~
tiun o Senvion 307 of the Act with a viéwltc'achiewe the

objectives wenticred above § - , *

(1) Any Director, Statutory Auditor, Cost Auditor, Financial
Controller, Cost Abcountant, Tax and Management Consultant or
Adviser and whole Time Leagal Adviser or Solicitor of the
Soupany and any private company, partnership firm, joint vemture
or trust in which the above category persons have any pecuniary
intevest should prior te actual purchase or sale, notify in
writing té the Board of Directors of the company his or their

intention to buy or sell the shares of the company.

(1i) ~ Full disclosure as to the number of shares, price at
which they arc bought or sold shall be made by a persons mentioned
at {1) above to the shareholders of the comapny by annexing a

suitable statement to the published accounts.

-

(iii) The requirement of (i) and (ii) above should apply to
ho spouseé and dependent childpen of persons mentioned at (i)

ahore P

{iv) Any person mentioned at (1) above and any private company,

wartnership firm/ioint venture op trust in whish the above

WAL LOISG Colegiry of persons have any pecunlery. interast,



desire to. buy o# éellfthe,Shéres of the company within the
prohibited period, he or they must give prior intimation in
,writing)of thiec proposal to purchase or sell to ‘the Board,

If the Board does not, withinthe perioﬁ_of fifteen days

from tge date of receipt of such notice. at the registered
vffice of the company, refuse permission, the person concerned
would be gntitled to sell or purchase shares in the company wx

“within prescribed period as proposed.

(vi) The spouse and dependert childfen of the persons
referred to at (i) above should also be subject to similar

disability during the  specified period,

{vii) ’In addition to the*eiisting ﬁ:oQisions of disclosure,
we conside; that,it is‘neceSSary‘that‘all public companies
should maintain a reg;ster disclosing deaiings’in shares of
the company by the abdve‘catggory of pérsons‘or‘any private
cumpa ny, partnership firm/joint yenturé or trust in which
above category of persons have -any pécuﬁiary interest. .The

. said register should add;tianélly disclosé‘dealings in shareéw
ot tuo company‘by the spouses Qr_dependént children of the
above mentioned category of peré@né and"also by those in fuli
Lime employmentgaf the pompaﬁy and drawing a salary of not:
less ihian three thousand rupees per month, This disclosure
should be full ard should include the number of shares, thé
price at whlch the share are sold or bought ‘and the date of
the transactlon. It has also recommended that the information
in a summarised, fcrm be published as a part of the publlsh

Anmual dera*t of the Company.



(v111) Suxtable provision should be made for assuring a civil
remedy to persons who can establish that by reasons of mis-

) use of 51gn1flcant 1nformatlon by any of the above mentioned
category of persons, they have suffered an identifiable loss,
.uhe ‘remedy should be way of an application to the Company Law
Board. Accountabllity should also be ensured by adequate
‘pr0v151on._ As per the recommendatipn the orus is on the o=

complainant to prove insider dealing and misuse of informations.

g hECorﬁ.&ENDATION _IN RESPECT OF SECTION 303

. Section ‘308 which deals with the duty of directors and

persons deemed to be directors to make disclosure'of share-
i‘holdings is cénsequintial of section 307+ The Sacher Committes
‘has also made,céftain recommendations in respect of this section.
The Committee observed that section 308 cas{ a duty on dirvestors
to ine notice of the transactions in the shares of‘the company,

ard of its subsidiariesﬁ Informations contained therein will
‘enable tho company to malntaln the rnq3°t°r rC4!JTFﬁ to Ty

malntalnnd in pursuant to provisions of section:307. The pro-
v1s;on5 of section suffer from disirability in as much as there
~i$ no iimif within which-such 2 notice must he given, Thwe
Committee ;dcommendea in parav8~29 that ¢ "=

.(i) Sug:h nQ‘tic'e mqét be given By all persons referrzd *tlo' in
lpara 8-28 above i.e, Directors, Statutory Adutitor, Cost Auditor,

" Financial Accountart, Finamcial Constroller, Cost Accountanrt,



Tax anﬂ Management Consultant or Adviser, and Whole Tlme Leqal

Aﬁv1ser or Sollc1ter of the Company.

“(ii) | Such notice must be given within fourteen days of
conclu51on of the relevant transactlon or within’ fourtean dqy*
from the date when the concerned person has enternd into a.

centract for such purchase of sale of shares of the comprny or

of 1»5 subs;dlarles companles.

(iil) Such notice should also contain the detalls ralatan to
prlce that Was actually pald or received from the shares and,
ilfﬁthe shares were llsted_ln any stock exchange; the rate quoted
?gﬁ fggibffiéial»iisf of fhe §£cck exchange for ﬁhn‘sharer on
the date of transactlon or the latest quotation that was avai-
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1able are the date of transactlon.



