Violations of Advertising norms by Mutual Funds
#342. SHRIDHARAM PAL SABHARWAL: Wil the Minister of FINANGE be pleased 1o state:

(a) whether it is & fact that the Securities and Exchange Board of India (SEB() has asked the
Reliance Mutual Fund to explain the viclations of narms in its advertisements for its infrastructure

fund;
(b)  ifso, whether areply to the explanation sought by SEBI has been received;
(c)  whether SEBI had found violations in the speed-reading of standard advertisements; and
(d)  ifso, the action taken against the company for viclations of norms?

THE MINISTER OF FINANGCE (SHRI PRANAE MUKHERJEE): (&) to (d) A Statement is placed

on the Tabkle of the House.
Staternant
(a) Yes, Sir.

(b) and (<) SEBI had found that in the audio visual advertisement of Reliance Mutual Fund with
respect to their New Fund Offer of ‘Reliance Infrastructure Fund' the standard warring wes less than

five seconds and thug not in compliance with relevant SEBI guidelines.

(d) Reliance Mutual Fund and Reliance Asset Management Company Ltd. were directed to
withdraw the said advertisement and asked to show cause why they should not be restrained from
launching any new scheme far an appropriate period for the aforesaid violations. They have sought
hearing befare Whole Time Member, SEBI in the matter. The said hearing is scheduled on July 30,
2009.
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SHRI PRANAB MUKHERJEE: Sir, so far as thig issue ig concerned, the show cause natice has
been igsued to them. The compary has appealed to the SEBI authority that they would like to be
heard by the full-time Member of the SEBI. The date has been fixed far that. On 30th July, 2009 they
are going to have this meeting, that is, the day after tomorrow. The decigsion will come into effect
from et August, 2009,
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SHRI PRANAB MUKHERJEE: 3ir, it will depend on the outcome of the consultation and

discussions. How can | say hypothetically that this will be daone or that will be done”?

87} &7 9T WHATE: WY, HV] AR TAFER 2 L.
7 FTIf: ST el O T 2

T e ITel WHETE: W7, 51 VAT 49 e &l
SR T 51 IR WS EPR 5| a1 19 b 2
7Y e OTel WHETe: 9% o121 b o g H gR1 BRI A1l
S waTafer: ATy Ue o H ge vdTe 4ol

7Y e qTe wyaTer: Ueb &1 Wallet 2l g HR17ge 2
s wmafe: die 2, T s

Nt o qTe WA A9 T W9 Reliance Mutual Fund @ unfair trade practice ¥ wefda Bl
Reliance Infra = g e 851 &1 R AT A BATH &1 5 92 W61 &1 MeeoTe &l Seoie &
3fIR unfair trade practice 81 & T2 ST AR O NeAZ w1 < 241 e 961 @1 e B
212 afiv anme g2 94 5 M1 S eg 2 91 9ver o ey d gm ears o @ 8

SHRI PRANAE MUKHERJEE: Sir, g0 far ag thig guestion is concerned, this is a guestion in
respect of viclations of guidelines with regard to Mutual Funds. | have stated in the statement which |
have laid on the Table of the House in response to the guery that the BEE| has taken action. | can just
give you an example. In regpect of warning to the customers, it is the practice that they have to say
through audio programmes, whether it is through advertisements on the TV or an the radio, that you
read the rules, you read the conditions of the investment and always remember that investment in the
Mutual Funds is risky. It is somewhat risky. This ig the warning that is being given. The duration of
this audio warring should not be less than five seconds. They have violated it. As they have viclated
it, two show cause natices have been issued to them. One is to Immediately stop it and the secandis
that if they do so, the reason why their advertisements in respect of other funding programmes
should not be cancelled. These steps have already been taken. The hon. Member is entitled 1o ask
guestions on the subject for which he has given notice. Whether they have indulged in unfair trade

practices in other areas is not relevant to this question.

SHRI M. VENKAIAH NAIDU: Sir, it is a very important question, not about one particular
company. | would like to draw the attention of the Minister to the fact that such viclations are being
done by a number of Mutual Fund raigers. Keeping that in mind and alzo having taken note of what is
happening now, will the Minister assure us that enough guidelines will be issued to the SEBI and see
to It that they are strictly enforced? The warning is very small and not even visible to read in

the newspapers, whereas the advertisement is very lengthy . Thousands of peaple are investing their



money . So, it should be made mandatory to print them in bold letters and it should be prominently
displayed in audic-visual display. Will the Minister assure us that such steps will be taken and
compliance will be sought from the SEBI with regard to what is happening and what has happened ?

SHREI PRAMNAE MUKHERJEE: Sir, thig iz a good suggestion. Surely, | will ask the SEEI| Board to
look into these aspects. In respect of the firet part of the supplementary, it is true that not merely
these Organisations, but many cther Mutual Funds — | have the list; | will just, quickly, read out a few
names — Franklin, Birla Mutal Fund, DES Chola Mutual Fund, Escorts Mutual Fund, HDOFC, Kotak
Mahendra, LIC Mutual Fund, SBI Mutual Fund, Sundaram Mutual Fund, Tata Mutual Fund, Mutual
Fund, at some paint of time, they have been brought to discipline because of the violationg of the
SEBI regulations. How to imprave the guidelines and how to ensure the investor's right, it is a
congtant exercige, and | will, definitely, azk the SEE| Board to consider the suggestions which the
hon. Member has given.

MR. CHAIBMAN: Thank you. Shri Prakash Javadekar.

SHRI PRAKASH JAVADEKAR: Sir, taking cue from Venkaiah MNaiduiji, | want to draw the attention
of the hon. Minister that if you listen to the advertisement about the mutual funds on any visual
medig, the audio ig totally inaudible; you just cannot make out dFT A ¥s s YT 21 2] gaidl 3%
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SHRI PRANAE MUKHERJEE: | have alreadly stated, Sir, that these suggestions | will put before
the Board of SEBI.
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