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INSIDERS BEWARE: SEBI PROPOSES CHANGES TO THE DEFINITION OF “UNPUBLISHED PRICE SENSITIVE
INFORMATION”

INTRODUCTION
The Securities and Exchange Board of India (“SEBI’) recently issued a consultation paper dated May 18, 2023

(“Consultation Paper”)', on review of the definition of Unpublished Price Sensitive Information (‘UPSI") under the
SEBI (Prohibition of Insider Trading) Regulations, 2015 (“SEBI PIT Regulations”). The objective of the Consultation
Paper is to propose an amendment to the definition of UPSI in order to bring clarity and uniformity in the compliance
ecosystem and to seek public views on the proposed amendment.

EVOLUTION OF THE DEFINITION OF UPSI

SEBI, in August 2017, had constituted a committee on fair market conduct (“FAIVIC Committee”). The FMC Committee
submitted its report on August 8, 2018, wherein it recommended various amendments to the SEBI PIT Regulations.
The FMC Committee, specifically in reference to the definition of UPSI, made an observation that the definition of
UPSlis inclusive in nature and includes ‘material events in accordance with the listing agreement’ as deemed to be
UPSI.

Further, in terms of Regulation 68 of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015
(“LODR Regulations”), the FMC Committee noted that this regulation requires disclosures of material events or
information which may or may not be price sensitive. The FMC Committee took a view that all material events that are
required to be disclosed pursuant to Regulation 68 of the LODR Regulations may not necessarily constitute to be
UPSIin terms of SEBI PIT Regulations. Accordingly, the FMC Committee recommended the removal of explicit
inclusion of ‘material events in accordance with the listing agreement’ from the definition of UPSI under the SEBI PIT
Regulations. Thereafter, specific amendments were made in this regard and the aforesaid inclusion was excluded
from the definition of UPSI with effect from April 1,2019.

SEBI'S OBSERVATIONS

Post the aforesaid amendment to the definition of UPSI coming into effect, SEBI, on multiple occasions, observed that
an information/ event which should have been categorised as UPSI was not done so by the listed entity. Further,
SEBI along with the stock exchanges carried out a study to analyse the announcements that were being made by the
listed entities. A summary of the study and the findings is set out below:

Total no. of press releases analysed 1,099

Total no. of press releases where price 227
movement adjusted for index was more than 2%

Press releases where information was 18
categorised as UPSI (out of 227)

Press releases where information was not 209
categorised as UPSI (out of 227)

From review of the press releases, SEBI, further observed that announcements pertaining to sales/ production,
potential investments by listed entities, expansion of business undertaking including brand acquisitions, strategic tie
ups and etc. were not being categorised as UPSI, which indeed warranted to be categorised as UPSI in the public
announcements being made by any listed entity.

SEBI from its analysis noted that, the listed entities had begun to treat only the items as explicitly set outin the

definition of UPSI® under the SEBI PIT Regulations as UPSI and that most companies considered this to be a
‘uniform practice’, since such items were explicitly articulated in the SEBI PIT Regulations.

PROPOSED AMENDMENT

SEBI has proposed to amend the current definition of UPSI such that the disclosures as required under Regulation
30 of LODR Regulations are brought under the ambit of this definition. The amendment to the definition of UPSI is
aimed at bringing regulatory clarity, certainty and uniformity in compliance requirement for the listed companies, in
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respect of identification of certain events/ information as UPSI. The draft of the proposed amendment is as under: on Simplification of registration for
FPls

Regulation 2(1)(n) of SEBI PIT Regulations September 26, 2024

Scope of judicial interference and

“(vi) material event in accordance with Regulation 30 of SEBI (Listing Obligations and Disclosure inquil_'y inan applic:::tion for
Requirements) Regulations, 2015.” appointment of arbitrator under the
(Indian) Arbitration and Conciliation
ANALYSIS Act, 1996

. X . . » X X . . September 22, 2024
Regulation 30 of LODR Regulations requires listed entities to disclose material events or information to the stock

exchanges. Recently, SEBI pursuant to its board meeting held on March 29, 20234, approved the proposal for review
and rationalisation of the disclosure of material events or information by the listed entities. The changes, inter-alia,
approved introduction of quantitative thresholds for determining ‘materiality of events/ information, disclosure for
certain types of agreements binding listed entities, etc. Accordingly, in light of the amendments made to Regulation
30 of the LODR Regulations and in order to bring clarity and uniformity in the compliance ecosystem for the listed
space, SEBI has suggested the amendment to the definition of UPSI.

Further, itis of high importance to note here that the definition of UPSI under the SEBI PIT Regulations is inclusive in
nature but not exhaustive. The intention to list out various matters in the definition is to set out matters that would
ordinarily give rise to UPSI and this list should only act as a guiding principle for listed entities to categorize events/
information as UPSI.

SEBI has, time and again, taken steps to reduce the information asymmetry between the listed entities and the
market participants through enactment of amendments and regulations that increase transparency and stakeholder
participation in the affairs of listed companies. This amendment to the definition of UPSI seems another attempt of
SEBI to align with SEBI's general approach towards transparency and consistency in disclosure requirements.

— Harman Khorana & Nishchal Joshipura

You can direct your queries or comments to the authors

'Consultation Paper on proposed review of the definition of Unpublished Price Sensitive Information under the SEBI
(Prohibition of Insider Trading) Regulations, 2015 to bring greater clarity and uniformity of compliance in the
ecosystem, available at: https://www.sebi.gov.in /reports-and-statistics /reports/may-2023/consu Itation-paper-on-
propos ed-review-of-the-defini tion-of-unpublished-pri ce-sensitive-informatio n-upsi-under-sebi-prohi bition-of-
insider-tradi ng-regulations-2015-to- bring-greater-clarity-a nd-uni-_71337.html

Disclosure of material events or information: The listed entity shall promptly inform to the stock exchange(s) of all
events which are material, all information which is price sensitive and/ or have bearing on performance/operation of
the listed entity.

SRegulation 2(1)(n) of the SEBI PIT Regulations: “unpublished price sensitive information” means any information,
relating to a company or its securities, directly or indirectly, thatis not generally available which upon becoming
generally available, is likely to materially affect the price of the securities and shall, ordinarily including but not
restricted to, information relating to the following: (i) financial results; (ii) dividends; (iii) change in capital structure; (iv)
mergers, de-mergers, acquisitions, delistings, disposals and expansion of business and such other transactions; (v)
changes in key managerial personnel.

“SEBI Board Meeting dated March 29, 2023, available at: https://www. sebi.gov.in/ media/press- releases/mar -
2023/sebi-bo ard-meeting _69552.html

DISCLAIMER

The contents of this hotline should not be construed as legal opinion. View detailed disclaimer.

This Hotline provides general information existing at the time of This is not a Spam mail. You have received this mail because you
preparation. The Hotline is intended as a news update and have either requested for it or someone must have suggested your
Nishith Desai Associates neither assumes nor accepts any name. Since India has no anti-spamming law, we refer to the US
responsibility for any loss arising to any person acting or directive, which states that a mail cannot be considered Spam if it
refraining from acting as a result of any material contained in this  contains the sender's contact information, which this mail does. In
Hotline. It is recommended that professional advice be taken case this mail doesn't concemn you, please unsubscribe from mailing

based on the specific facts and circumstances. This Hotline does list.
not substitute the need to refer to the original pronouncements.


mailto:harman.khorana@nishithdesai.com
mailto:nishchal.joshipura@nishithdesai.com
https://www.sebi.gov.in/reports-and-statistics/reports/may-2023/consultation-paper-on-proposed-review-of-the-definition-of-unpublished-price-sensitive-information-upsi-under-sebi-prohibition-of-insider-trading-regulations-2015-to-bring-greater-clarity-and-uni-_71337.html
https://www.sebi.gov.in/media/press-releases/mar-2023/sebi-board-meeting_69552.html
https://www.nishith.tv/videos/analysing-sebis-consultation-paper-on-simplification-of-registration-for-fpis-september-26-2024/
https://www.nishith.tv/videos/scope-of-judicial-interference-and-inquiry-in-an-application-for-appointment-of-arbitrator-under-the-indian-arbitration-and-conciliation-act-1996/

	M&A Hotline
	Research Papers
	INSIDERS BEWARE: SEBI PROPOSES CHANGES TO THE DEFINITION OF “UNPUBLISHED PRICE SENSITIVE INFORMATION”
	INTRODUCTION


	Research Articles
	EVOLUTION OF THE DEFINITION OF UPSI

	Audio
	SEBI’S OBSERVATIONS

	NDA Connect
	NDA Hotline
	Video
	PROPOSED AMENDMENT
	ANALYSIS
	DISCLAIMER


