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SC ORDER

Franklin asked to seek
investors consent for
closure of schemes

INDU BHAN
New Delhi, December 3

THE SUPREME COURT on
Thursday permitted Franklin
Templeton Trustee Services to
hold meetingwith unit holders
of sixdebt schemesthat the co-
mpany proposed towind up on
April 23 citingdifficultiesin the
bond market due to Covid. The
SCalsostayed redemption from
the schemes till further orders.

Abench comprising justices
Abdul S Nazeer and Sanjiv
Khanna,whileseekingresponse
fromtheinvestors,said,”...with-
out prejudice to rightsand con-
tentions of all parties, trustees
are permitted to call meeting of
unit holders to seek their con-

W MF says 95% of
unitholders favouring
closure of schemes

m Karnataka HC upheld
decision to shut down,
but asked it to obtain
consent of unitholders

®m Franklin challenged
HC's Oct order in SC
where matter is being
heard currently

sent/approval. Steps in this
regard will be taken within a
period of oneweek.Therewill be
stay on redemptions till then,”
the judgessaid in its brief order.
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SC order:
Franklin asked
to seek
investors’
consent for
closure of

schemes

THE COURT ALSO said that it
will have to depend on “wisdom
of Sebi” to decide the case even
though “Sebi (itself) has a lot to
answer.Weappreciate unithold-
ers'concern. But we will have to
rely on Sebi.We cannot take the
responsibility, Sebi will have to
doso”justice Khanna said.
Justice Khanna during the
hearing also observed that the
“theissueis big. Peoplewanted
refund...let Sebi answer... If

they knew people will with-
drawmeney likeanything dur-
ing Covid, why didn't Sebi do
something like RBI"?

The bench also frowned
upon the Sebiregulations, say-
ing they are not easy to com-
prehend for the laymen. “Your
regulations are so sketchy. All
the confusion is because of
yourregulations.wealsointer-
pret these liberally. A layman
cannot understand the lan-
guage ofyour regulations;’jus-
tice Khanna told Sebi counsel
Pratap Venugopal.

Venugopal informed the
judgesthat the regulatorhadno
powers in the winding-up
process. He alsosubmitted that
while the rules and regufations
could certainly be written bet-
ter than what they are now,
these rulesdeal with specialised
and complex situations.

TheSC then posted the case
for further hearing next week.
Itasked theregistrytoplaceon
record other cross-appealsalso
filed by Sebi and others.

While seeking stay on the
redemptions, the MF's senior
counsel Harish Salve told the
apex court that more than
959% of the unit holders were
with the company on the issue
of closing down the scheme. He
also said that Franklin Temple-
ton cannot hold meetingasthe
Sebi had restrained them from
doeing so.“We cannot go con-
trary to Sebi.” he added.

However, senior lawyers
Mukul Rohatgi and Ravindra
Srivastava opposed Salve's
argument saying Sebi had
nothing to dowith the issue.

Franklin Templeton Mutual
Fund has challenged the Kar-
nataka High Court’sOctober 24
orderthatasked the fund house
toobtain the consent of theunit
holders of the six debt mutual
fund schemes that it proposed
to wind up. The HC had also
restricted the asset manage-
ment company and trustees
from taking on any fresh bor-
rowings inthesixdebt schemes.

While upholding Franklin’s
decision to shut down six of its
debt schemes on Aprif 23 on
groundsof difficult conditionsin
the bond market due tothe pan-
demic theHC said that“theded-
sionofthetrusteestowind upthe
six schemes is not interfered by
the court subject to it obtaining
consent from the unit holders™

Around 3 [akh investors
were affected by Franklin Tem-
pleton’sdecision towind upits
debt mutual fund schemes.




