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HC: Trustees can’t wind up
Franklin Templeton schemes

without investors’ consent

ENS ECONOMICBUREAU
MUMBAI,OCTOBER 24

THE KARNATAKA High Court on
Saturday ruled that trustees of
Franklin Templeton must take the
consent of unitholders by asimple
majority for winding up of the six
debt funds. However, the court has
stayed the operation of this order
for sixweeks and has also clarified
that no redemptions, borrowings
or creating liability in the said six
schemes can be initiated by the
fund house.

A division Bench of Chief
Justice Abhay S Oka and Justice
AshokSKinagi held,“We hold that,
no interference in called forin the
decision of the Trustees taken on
23rd April, 2020, of winding of the
said six schemes. We hold and de-
clare that the decision of the
Trustees to wind up 6 schemes

The court has stayed the
operation of this order
for six weeks and has
also clarified that no
redemptions,
borrowings or creating
liability in the said six
schemes can be initiated
by the fund house

mentioned in paragraph 1 of the
Jjudgment, by taking recourse to
sub-clause (a) of clause 2 of
Regulation 39 of the Mutual Fund
Regulations cannot be imple-
mented unless the consent of the
Unit Holders is obtained in accor-
dance with sub-clause(c)of clause
15 of Regulation 18.”

The court order also said,

“Hence, we restrain the Trustees
from taking any further steps on
the basis of the impugned notices
dated 23rd April 2020, and 28th
May 2020, with the consentof the
unit-holders by a simple majority
till the decision of winding up is
obtained by the Trustees in accor-
dance withsub-clause(c)of clause
15 of Regulation 18 of the Mutual
Fund Regulations.”

Thefund house hadwounded
up six debt schemes collectively
worth325,800 crore on April 23.

A spokesperson of Franklin
Templeton MF said, “The Hon'ble
Karnataka High Court has upheld
the authority and decision taken
by the trustees to wind up the
schemes wunder regulation
39(2)a).As per the judgment, for
operationalising such a decision,
approval of the unit-holders will

be required under regulation
18(15)c)."FE



