
Indian Journal of Law and Legal Research                                                   Volume II Issue I | ISSN: 2582 8878 

                   

1 
 

SECURITIES AND EXCHANGE BOARD OF INDIA: ROLE 

AND POWERS 

Ajay Pal Singh, Army Institute of Law, Mohali 

 

Dictum Meum Pactum1 

 

ABSTRACT 

Financial Markets are a key component of the any Financial System including that 

of India. Subsequently, the Financial Regulators act as a vital cog in the financial 

system as well. One such regulator is Securities Exchange Board of India (SEBI) 

established in its present form under Section 3(1) of SEBI Act, 1992. SEBI has 

played a key role in promoting transparency in the Indian Capital markets. It 

performs Regulatory, Protective and Developmental Roles, and has wide Quasi-

Judicial, Legislative and Executive powers, in the context of capital, securities, 

primary, secondary, forex, commodities, derivatives, and futures market. SEBI 

regulates the Capital Market by protecting the interest of investors and 

establishing the rules and regulations for the development of the Capital market. 

Thus, SEBI provides a dynamic and investment friendly environment to the 

issuers of securities, the investors and the market intermediaries. This article 

attempts to explain the various roles and powers of SEBI under relevant statutory 

provisions i.e., the SEBI Act, 1992. 
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INTRODUCTION 

The Securities and Exchange Board of India (hereinafter SEBI) was initially established on 12th 

April 1988. However, it was given Statutory recognition on 30th January 1992 through 

the Securities and Exchange Board of India Act (SEBI Act) 1992 [Section 3(1)]2. It became an 

autonomous government entity on 12th April 1992. SEBI is a regulatory body established by 

the Government of India to regulate the capital, securities, primary, secondary, forex, 

commodities, derivatives, futures and mutual funds market. Earlier, the Controller of Capital 

Issues was the regulating body to regulate the Capital Market under the Capital Issues (Control) 

Act, 1947. SEBI regulates the Capital Market by protecting the interest of investors and 

establishing the rules and regulations for the development of the Capital market.3 In this article, 

an attempt has been made to explain the various roles and powers of SEBI under relevant 

statutory provisions i.e., the SEBI Act, 1992. 

REASONS FOR THE ESTABLISHMENT OF SEBI 

Starting in the 1970’s and 1980’s a large number of Indians began participating and investing 

in the Capital Market. However, in absence of any proper regulatory authority, there were a 

number of problems such as unofficial private placements, the rigging of prices, unofficial self-

styled merchant bankers started violating the rules and regulations of the stock exchange which 

caused delays in the delivery of securities. Thus, a need was felt to establish a regulatory body 

to regulate the working of Capital markets and to arrive at a solution for all the challenges faced 

by the market. All this served as an impetus to establish SEBI.  

ORGANIZATIONAL STRUCTURE OF SEBI 

Under Section 44 of the SEBI Act, 1992 the members of the Securities and Exchange Board of 

India are: 

• The Chairman who is appointed by the Union Government. 

• Two members who are selected from the officers of the Union Finance Ministry. 

• One member who is appointed from the Reserve Bank of India. 

 
2 The Securities and Exchange Board of India Act, 1992, § 3, No. 15, Acts of Parliament, 1992 (India).  
3 D. Rai, Features of SEBI, Ipleaders, (Feb. 27, 2021, 2:00 PM), https://blog.ipleaders.in/features-of-sebi. 
4 The Securities and Exchange Board of India Act, 1992, § 4, No. 15, Acts of Parliament, 1992 (India). 

https://www.ijllr.com/
https://www.ijllr.com/volume-ii-issue-i
https://en.wikipedia.org/wiki/Statutory


Indian Journal of Law and Legal Research                                                   Volume II Issue I | ISSN: 2582 8878 

                   

3 
 

• The other five members are appointed by the Union Government, out of five three must 

be whole-time members.5  

 

OBJECTIVES OF SEBI  

The key objectives of SEBI are as follows: 

1. Investor Protection: SEBI aims at protecting the rights and interests of the people in 

the Capital market by providing them to an investment conducive environment and 

protecting their investments involved in the market.  

2. Prevention of malpractices: SEBI aims at prevention of fraud and malpractices related 

to trading and to regulate the activities of the Stock exchanges. 

3. Promoting fair and proper functioning: SEBI maintains the functioning of the capital 

market and works to ensure smooth functioning of the Securities exchange. It regulates 

the activities of the financial intermediaries. 

4. Establishing Balance: SEBI maintains a balance between the statutory regulation and 

self-regulation of the Securities industry. 

5. Establishing a code of conduct: SEBI has developed and maintained a code of conduct 

to avoid frauds and malpractices perpetuated by the intermediaries such as Brokers and 

Underwriters etc.6 

FEATURES OF SEBI ACT 1992 

The SEBI Act, 1992 was enacted to regulate and develop the securities market in India. It has 

been amended from time to time to meet the challenges of the developing requirements of the 

Securities market. The SEBI Act is divided into 7 chapters containing the following provisions: 

1. The First Chapter is an introductory or preliminary chapter of the Act which provides 

the title, extent, and definitions of the terms used in the Act.  

2. The Second Chapter contains provisions regarding the establishment of the Securities 

and Exchange Board of India. This chapter deals with management, employees, 

 
5 SEBI, Clear Tax, (Feb. 27, 2021, 3:00 PM), https://cleartax.in/s/sebi. 
6 SEBI Powers, Role and Functions, SAMCO, (Feb. 27, 2021, 2:30 PM), https://. www.samco.in/knowledge-

center/articles/what-is-sebi-powers-role-and-functions-of-sebi/. 
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meetings, and the office of the board. It provides the necessary details of the board 

established by the Act. 

3. The Third Chapter deals with the transfer of assets, liabilities, etc. of the existing 

Securities and Exchange Board to the Board, which means it declares the provisions to 

be used to transfer the assets in the case of the formation of a new board. 

4. The Fourth Chapter deals with the powers and functions of the Board.  

5. The Fifth Chapter is titled the Registration Certificate. It deals with the documentation 

involved in the registration of the stockbrokers, sub-brokers, and share transfer agents, 

etc.  

6. Chapter VA deals with Prohibition of Manipulative and Deceptive Devices, Insider 

Trading and Substantial Acquisition of Securities or Control. 

7. The Sixth Chapter deals with the finance, accounts, and audits. This chapter controls all 

the grants given by the Central Government, funds and accounts, to ensure the 

productivity of the board as well as the capital market. 

8. Chapter VIA deals with Penalties and Adjudication. 

9. Chapter VIB deals with Establishment, Jurisdiction, Authority and Procedure of 

Securities Appellate Tribunal. 

10. The Seventh Chapter contains certain miscellaneous provisions which are relevant to 

the board and the market. 

SEBI Act 1992, SEBI Rules and Regulations are of vital importance and apply to all the Listed 

companies, their Board of Directors, KMP’s of such companies, Investors, and all the other 

companies who are associated with the Securities market sector.7  

ROLE OF SEBI 

SEBI provides an economically sound environment to facilitate an effective mobilization 

between all the three participants/ groups in the market namely: 

 
7 Rai, supra note 4. 
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• Issuers: The Issuers of securities are the entities which work in the Financial markets 

to obtain capital/funds from the various sources. SEBI helps the issuers by its 

regulations etc. 

• Investors: The investors supply the market with the necessary capital for flow of funds. 

SEBI seeks to attract more investors and protect their investments in the market.  

• Financial Intermediaries: The intermediaries are the entities who act as middlemen 

between the issuers and the investors. SEBI provides efficient infrastructure and secured 

financial transactions for their benefit.8  

The objective of the SEBI Act states that the act has been enacted to “provide for the 

establishment of a Board to protect the interests of investors in securities and to promote the 

development of, and to regulate, the securities market and for matters connected therewith or 

incidental thereto.” Further, Section 119 of the SEBI Act states that “it shall be the duty of the 

Board to protect the interests of investors in securities and to promote the development of, and 

to regulate the securities market.”  Thus, as Financial Regulator, SEBI performs the following 

roles: 

a) Protective Role 

b) Regulatory Role 

c) Developmental Role10 

a. Protective Role: SEBI has a vital Protective role to play as it protects the interest of 

not only the investors but also other market participants. Under this role SEBI performs 

the following functions:  

• Prevention of Insider Trading: Insider trading is defined as a malpractice 

wherein trade of a company's securities is undertaken by people who by virtue of their 

work have access to the otherwise non-public information which can be crucial for 

making investment decisions.11 SEBI Act and regulations restricts Companies from 

buying their own securities from the secondary market and SEBI conducts regular 

inspections etc. to prevent insider trading and other related malpractices. 

• Checks price rigging: Price rigging is an illegal action that occurs when parties 

conspire to fix or inflate prices to achieve higher profits at the expense of the 

 
8 Ibid. 
9 The Securities and Exchange Board of India Act, 1992, §11, No. 15, Acts of Parliament, 1992 (India). 
10 SEBI Act 1992, SEBI, (Feb. 27, 2021, 2:35 PM), https://www.sebi.gov.in/acts/act15ac.pdf. 
11 Insider Trading, Economic Times, (Feb. 27, 2021, 2:42 PM), 

https://economictimes.indiatimes.com/definition/insider-trading. 
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consumer.12 To prevent price rigging, SEBI keeps active surveillance on the various 

events/factors etc. which can promote price rigging.  

• Promotes fair trade practices: SEBI has enacted rules and regulations and a Code of 

Conduct in the securities market to restrict fraudulent and unfair trade practices.  

• Creating awareness/financial education for investors: SEBI organizes seminars and 

awareness events to educate the investors about various insights into the financial 

market and capital management.13  

b. Regulatory Role: SEBI is first and foremost the Regulator of Capital Markets. 

Therefore, in its Regulatory Role it keeps a check the functioning of the financial 

entities in the Market. Thus, SEBI enacts rules to regulate the financial intermediaries 

and corporates for the efficiency of the market. As a part of this role some of the 

functions of SEBI are:  

• SEBI regulates the primary market through the regulation of issuers’ access to market, 

regulation of information production at the time of issue and regulation of processes 

and procedures relating to the issuance of securities. 

• SEBI has makes efforts to improve the standards of Corporate Governance in India. 

• SEBI designs guidelines and Code of Conduct for efficient working of financial 

intermediaries and corporates. 

• SEBI has formulated rules for taking over a company (SEBI Takeover Code).  

• It Conducts regular inquiries and audits of stock exchanges. 

• SEBI Regulations, 1996 have been formulated to manage mutual funds in India. The 

Asset Management Companies (AMC), which manages mutual funds must 

be SEBI approved. Thus, the Mutual Funds and Systematic Investment Plans (SIPs) 

must comply with laid down rules and regulations of SEBI. 

• It is involved in the registration of brokers, sub-brokers, and merchant bankers is 

controlled by SEBI. 

• It has imposed certain restrictions on private placement. 

• It Governs and Registers Depository Institutions such as the Central Depository 

Service Limited (CDSL) and National Securities Depositories Limited (NSDL).14  

 
12 Will Kenton, Price Rigging, Investopedia, (Feb. 27, 2021, 2:45 PM), 

https://www.investopedia.com/terms/p/price_rigging.as. 
13 SEBI Powers and Functions, SEBI, (Feb. 27, 2021, 2:00 PM), https://www.sebi.gov.in/powers-and-

functions.html. 
14 Ibid. 
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c. Development Role: SEBI in its developmental role has taken a number of steps to 

improve the securities market by adapting modern technology and reforms. Some of the 

functions performed by SEBI as a part of this role are: 

• SEBI has provided training sessions to the intermediaries of the market.  

• SEBI promotes fair trading and restrictions on malpractices of any kind.  

• SEBI has introduced the DEMAT format for shares etc.  

• It promotes self-regulating organizations.  

• It has introducing online/internet trading through registered stock brokers.  

• It has provided discount brokerage.  

• It has played a key role in consolidating Market Participants settlement functions. SEBI 

amended its regulations to align the clearing and settlement system for stocks with 

the T+2 rolling settlement.   

• It has helped in increasing the trading volumes in the Capital Markets. 

• It has played a key role in syncing the Indian Markets with their Global counterparts.15 

POWERS OF SEBI 

SEBI acts as the financial regulator is responsible for providing and maintaining an investment 

friendly environment which is free from malpractices. The same is vital to maintain the 

confidence of the general public who invest their capital in the market. SEBI has judicial, 

legislative, and executive powers rolled into one, which makes it a very powerful entity. These 

powers can be divided into: 

1. Quasi-Judicial Powers: SEBI has powers similar to a judicial tribunal as it conducts 

hearings and can pass judgments on cases violative of the Securities Law and fraudulent 

trade practices. These powers ensure that SEBI is able to protect transparency, 

accountability, reliability, and fairness in the capital market.  

2. Quasi-Legislative Powers: SEBI has legislative powers exercised by drafting rules and 

regulations with respect to the capital market. These aim to protect the interests of the 

investors. For Example: SEBI LODR (Listing Obligation and Disclosure 

Requirements). This helps in consolidating and streamlining the provisions of existing 

listing agreements for several segments of the financial market like equity shares. These 

regulations also help to protect the market from malpractices and keep the fraudulent 

 
15 Ibid. 
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trading activities happening at bay. SEBI also regulates regulate and approves by-laws 

of stock exchanges, handles the registration of brokers. 

3. Quasi-Executive Powers: The executive powers cover the implementation of the rules 

and regulations. SEBI has the power to examine the Book of Accounts and other vital 

documents to identify or gather evidence against violations. Thus, SEBI can inspect the 

books of accounts of recognized stock exchanges and call for periodical returns and 

additionally inspect the books of financial Intermediaries. If anyone is found violating 

the regulations, the regulatory body has the power to impose rules, pass judgements and 

take legal actions against violators. Finally, SEBI can compel certain companies to get 

listed on one or more recognized stock exchanges.16 

RELEVANT PROVISIONS UNDER THE SEBI ACT 1992: Some of the Relevant 

provisions concerning the roles and powers of SEBI under the SEBI Act 1992 are as follows: 

Chapter IV: Powers and functions of SEBI  

• Section 11(1) states that it shall be the duty of the Board to protect the interests of 

investors in securities and to promote the development of, and to regulate the securities 

market, by such measures as it thinks fit.17  

• Section 11(2) contains various the measures to be taken by SEBI regarding the 

regulation of Capital Markets etc.18  

• Section 11A allows SEBI to specify for the protection of investors certain regulations 

in the matters relating to issue of capital, transfer of securities and manner in which such 

matters shall be disclosed by the companies.19  

• Section 11B20 vests SEBI with the Power to issue directions in the interest of investors, 

or orderly development of securities market; or to prevent the affairs of any 

intermediary or other person from being conducted in a manner detrimental to the 

interest of investors or securities market.  

• Section 11C21 allows SEBI to conduct investigations if it has reasonable ground to 

believe that the transactions in securities are being dealt with in a manner detrimental 

 
16 SEBI, Groww, (Feb. 27, 2021, 3:00 PM), https://groww.in/p/sebi-securities-and-exchange-board-of-india/. 
17 The Securities and Exchange Board of India Act, 1992, §11, No. 15, Acts of Parliament, 1992 (India). 
18 Ibid. 
19 The Securities and Exchange Board of India Act, 1992, § 11A, No. 15, Acts of Parliament, 1992 (India). 
20 The Securities and Exchange Board of India Act, 1992, § 11B, No. 15, Acts of Parliament, 1992 (India). 
21 The Securities and Exchange Board of India Act, 1992, § 11C, No. 15, Acts of Parliament, 1992 (India). 
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to the investors or the securities market; or any intermediary or any person associated 

with the securities market has violated any of the provisions of the SEBI Act etc. 

Chapter V: Registration Certificate  

• Section 12 deals with Registration of stock brokers, sub-brokers, share transfer agents, 

etc.22 

Chapter VA: Prohibition of Manipulative and Deceptive Devices, Insider Trading and 

Substantial Acquisition of Securities or Control  

• Section 12A prohibits such activities directly or indirectly, for the sake of investor 

protection.23 

Chapter VI: Penalties and Adjudication 

• Sections 15A-JA of the Act allow SEBI to impose penalties in case of non-compliance 

with the Act, SEBI directives, regulations and rules etc. 

CASE LAWS/JUDGMENTS: Some of the relevant judgments concerning SEBI include: 

a. Sahara India Real Estate v. Securities & Exchange Board of India24: The Supreme 

Court held that SEBI under Sec 11, 11A, 11B of SEBI Act 1992 has the power to 

investigate and adjudicate in the matter involving Sahara India Real Estate Corporation 

Limited (SIRECL) and Sahara Housing Investment Corporation Limited (SHICL) 

improperly undertaking public offering of securities by Private Placement.  

b. Pricewaterhouse Coopers v. SEBI25: The Supreme Court observed that SEBI had the 

powers to debar auditors from auditing the books of a listed company in the light of 

alleged irregularities in the auditing process. 

c. Hindustan Lever Limited v. SEBI26: HLL had purchased 8 lakh shares of BBLIL from 

the Unit Trust of India (UTI) on March 25, 1996. This purchase was made two weeks 

prior to a public announcement for a proposed merger of HLL with BBLIL. Upon 

investigation, SEBI by its Order dated March 11, 1998 (Order) found that, at the time 

of the purchase of shares of BBLIL from UTI, HLL was an “insider” as under Section 

2(e) of the 1992 Regulations. 

 
22 The Securities and Exchange Board of India Act, 1992, § 12, No. 15, Acts of Parliament, 1992 (India). 
23 The Securities and Exchange Board of India Act, 1992, § 12A, No. 15, Acts of Parliament, 1992 (India). 
24 Sahara India Real Estate v. Securities & Exchange Board of India, (2013) 1 S.C.C. 1. 
25 Pricewaterhouse Coopers v. SEBI, Appeal No. 6 of 2018. 
26 Hindustan Lever Limited v. SEBI, (1998) 18 S.C.L. 311 MOF. 
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d.  Adjudicating Officer, SEBI v. Bhavesh Pabari27: The Supreme Court held that 

sections 15A(a) to 15HA of the SEBI Act 1992 have to be harmoniously read along 

with section 15J in such a manner as to avoid any inconsistency; the provision of one 

section cannot nullify the another unless it is impossible to reconcile the two.  

e. PGF Limited & others v. Union of India Anr28: The Supreme Court upheld the 

Constitutional validity of Section 11AA of SEBI Act 1992 and the SC observed that the 

pith and substance behind the enactment of this Section was investor protection and 

therefore an incidental encroachment upon sale and purchase of land in State List 

doesn’t denude the Parliament’s power to make law in this regard. 

CONCLUSION 

Financial Markets are a key component of the Indian Financial System. Subsequently, the 

Financial Regulators act as a vital cog in the Financial system as well. One such regulator is 

SEBI. SEBI has played a key role in promoting transparency in the Indian Capital markets. It 

performs Regulatory, Protective and Developmental Roles, and has wide Quasi-Judicial, 

Legislative and Executive powers. SEBI provides a dynamic and investment friendly 

environment to the issuers of securities, the investors and the market intermediaries. It drafts 

regulations and statutes under its legislative authority, passes rulings and orders in its judicial 

capacity and undertakes investigations within its executive limits. SEBI works to avoid 

malpractices related to the financial market by establishing various regulations and promoting 

the healthy functioning of the Economy. 

 

 

 
27 Adjudicating Officer, SEBI v. Bhavesh Pabari, Civil Appeal No. 11311 of 2013. 
28 PGF Limited & others v. Union of India Anr, A.I.R. 2013 S.C. 3702. 
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