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The Origin and Growth of Mutual Funds in 

India and the Franklin Templeton Case 

Study 
    

CLARA DCOSTA
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  ABSTRACT 
The Indian business of Mutual Funds is developing ceaselessly. Putting resources into 

Mutual Funds is as yet viewed as an unsafe choice. The kinds of mutual funds choices 

accessible to an investor make it perhaps of the most adaptable and thorough speculation 

that are useful for individuals who will contribute. The guidelines of RBI and SEBI on the 

mutual fund industry make it a more secure choice to expand your benefits and put cash in 

something valuable. Mutual Fund Industry in India is thriving and going exponentially. The 

Mutual Fund industry in India has been booming for a long time. The SEBI rules are 

significant for Mutual Fund as they guarantee that mutual fund work in a straightforward 

and fair way, safeguarding the interests of the investor. The purpose of this paper is to 

examine the consistence of an AMC of a Mutual Funds concerning the SEBI (Mutual Funds) 

Regulations,1996, prompting the winding up of the six schemes. The research paper begins 

with the origin of mutual funds and covers the five phases of the growth of mutual funds in 

India that lead to Mutual Funds being a large part in the bloom of monetary services in the 

country. The paper is fuelled by the laws and regulations that are applicable on the Mutual 

Fund industry by the SEBI and RBI. 

The Case expresses the inward frameworks, consistence, risk the executives rehearses, 

inside exchanging, and technique for arrangement of plans by the AMC. The FT-MF 

(Franklin Templeton Mutual Fund) proclaimed deliberately wrapping up its six obligation 

Mutual Fund schemes in India under regulations of Mutual Fund in India expressing 

recovery tensions and absence of liquidity in the security market because of the Coronavirus 

and furthermore to safeguard the investors worth. 

Keywords: Mutual Funds, Sebi Regulations, Franklin Templeton. 

 

I. INTRODUCTION 

The concept of Mutual Funds originally began in the 1700s by a Dutch Merchant who then 

pooled in money from various individuals and created a diversified set of bonds. Subhamoy 

Das, in his economics textbook "Perspectives on Financial Services” traced the roots of 

 
1 Author is a student at SNDT Law School, India. 
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Economics in Chapter two wherein he stated that Van Ketwich likely accepted that broadening 

would speak to investors with insignificant capital. The Book states that the name of the fund 

created by Van Ketwich ‘Eendragt Maakt Magt’ translates to “Unity is Strength”. 

Further Mutual funds were created in the 1800s in Switzerland and Scotland. Pooling assets and 

spreading risk utilizing shut end ventures tracked down its direction to the U.S. by the 1890s. 

The first modern mutual funds were launched in the year 1924 in U.S. The year 1929 saw the 

birth of the Wellington Asset, which was the principal balanced reserve, including the two 

stocks and bonds. The Vanguard Wellington Asset (VWELX) is still in presence today and 

cases to be America's oldest fund.  

II. MUTUAL FUND BACKGROUND INDIA 

The mutual fund industry began in the year 1963 in India after the formation of Unit Trust of 

India, at the initiative of the Government of India and Reserve Bank of India.  

Unit Trust of India (UTI) was launched in 1963 by an Act of Parliament. It was set up by the 

Reserve Bank of India and worked under the Administrative and regulatory control of the 

Reserve Bank of India. In 1978 UTI was de-connected from the RBI and the Industrial 

Development Bank of India (IDBI) assumed control over the administrative and regulatory 

control instead of RBI. The primary plan sent off by UTI was Unit Plan 1964. Towards the 

ending of the year 1988 UTI had ₹ 6,700 crores of resources under administration.  

The Mutual Fund Industry has extended extensively throughout recent years. Back then, UTI 

controlled the market in the country, however lately; the Mutual Fund Industry has encountered 

significant development.  

The expansion of mutual funds in India can be generally partitioned into the 

accompanying five stages: 

Initial Phase: 1964-1987 

The first mutual fund organization in India, UTI, was laid out in 1963 by a parliamentary act, 

and it worked under the managerial and administrative oversight of the Reserve Bank of India. 

(RBI). In 1978 UTI was de-connected from the RBI and the Industrial Development Bank of 

India (IDBI) assumed control over the administrative and regulatory control instead of RBI. 

The primary plan sent off by UTI was Unit Plan 1964. Toward the finish of 1988 UTI had ₹ 

6,700 crores of assets under administration. 

Second Phase: 1987-1993 Entry of Public Sector Funds  

This was the entry of public area shared reserves. Public sector banks, Life Insurance 
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Corporation of India (LIC), and General Insurance Corporation of India (GIC) laid out mutual 

funds in the public area, and they started working in 1987. The first "non-UTI" MF was made 

in June 1987 by SBI mutual fund, which was trailed by Canbank Common Asset in December 

1987, Punjab National Bank Mutual Fund in August 1989, Indian Bank Mutual Fund in 

November 1989, Bank of India in June 1990, and Bank of Baroda Mutual Fund in October 

1992. 

While LIC started off its Mutual Fund in June 1989, GIC framed its Mutual Fund almost 

eighteen months later in December 1990. Assets under administration (AUM) in the Mutual 

Fund area totalled ₹ 47,004 crores toward the finish of 1993. It was found that the second stage 

gave the system to industry development as well as motivated investors to place a greater 

amount of their cash into common assets. Subsequently, India's Mutual Fund market was 

expected to develop all the more quickly. 

Third Phase 1993-2003 Entry of Private sector  

With the passage of private sector funds in 1993, another time began in the Indian mutual Fund 

industry, providing the Indian investors with a more choices of asset families. Additionally, 

1993 was the year wherein the principal Common Asset Guidelines appeared, under which 

every single Mutual Fund, with the exception of UTI were to be enrolled and represented. The 

past Kothari Trailblazer (presently converged with Franklin Templeton) was the main Private 

Sector Mutual Fund enrolled in July 1993.  

The 1993 SEBI (Mutual Fund) Guidelines were subbed by a more exhaustive and reconsidered 

Mutual Fund Guidelines in 1996. This Industry presently works under the SEBI (Mutual Fund) 

Guidelines 1996. 

The Mutual Fund houses continued expanding, with numerous foreign Mutual Funds setting up 

in India and furthermore the business has seen many mergers and acquisitions. As toward the 

end of January 2003, there were 33 Mutual Fund with total assets of ₹ 1, 21,805 crores. The 

Unit Trust of India with ₹ 44,541 crores of resources under management was far in front of 

other Mutual Fund. 

Fourth Phase 2003-2014 

In February 2003, following the cancelation of the Unit Trust of India Act 1963 UTI was 

bifurcated into two separate substances. One is the Specified Undertaking of the Unit Trust of 

India with assets under administration of ₹ 29,835 crores as toward the finish of January 2003, 

addressing extensively, the assets of US 64 plans, guaranteed return and certain different plans. 

The Specified Undertaking of Unit Trust of India, working under an overseer and under the 
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guidelines outlined by Legislature of India and doesn't go under the domain of the Mutual Fund 

Guidelines. 

The second is the UTI Mutual Fund, supported by SBI, PNB, Sway and LIC. It is enlisted with 

SEBI and capabilities under the Mutual Fund Guidelines. With the bifurcation of the past UTI 

which had in March, 2000 a bigger number of than ₹ 76,000 crores of resources under 

administration and with the setting up of a UTI Mutual Fund, adjusting to the SEBI Mutual 

Fund Guidelines, and with on-going consolidations occurring among various confidential area 

reserves, the Mutual Fund industry entered its period of development. 

Fifth (current) Phase 2014- 

SEBI presented various ambitious drives in September 2012. This was finished in 

consciousness of the low penetration of Mutual Fund, especially in Tier II and Tier III urban 

cities, and the requirement for a superior arrangement of the interests of different partners. After 

the overall implosion, things started to pivot positively because of the actions, and things 

decisively got better once the new government was laid out in the middle. AUM and the quantity 

of investor folios have both expanded consistently since May 2014, and the business has seen 

supported inflows. 

The traditional mutual fund was a great financial product that allowed smaller investors to be 

diversified and managed by an established advisor.2 There are a wide range of sorts of investors 

- there are youthful forceful investors, more seasoned moderate investors looking towards 

retirement. Every individual in today’s world needs an asset that can satisfy their targets and 

financial objectives. mutual funds are the organizations which pool the cash of investors and 

put them in shares, debentures, bonds and different instruments with an intention of acquiring 

overflowing returns simultaneously considering the very fact that the high chances of having 

huge losses is associated with it. 

III. SEBI REGULATION OF MUTUAL FUND IN INDIA 

The Securities Exchange Board of India Act 1992 laid down the foundation for the SEBI 

regulations of Mutual Funds which came into being in the year 1996. The Association of Mutual 

Funds in India (AMFI), a NPO, was established in 1995 as the business created. It was framed 

with the goal of advancing healthy and moral showcasing practices in the Mutual Fund industry 

of India. SEBI has made it mandatory to obtain the certificate of AMFI for everyone who is 

 
2 C. A. (2020, February 26). The History of the Mutual Fund, the Emergence of the ETF, and Picking the Right 

Fund for You | Collins Advisors.  
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engaged or will be engaged in the Mutual Fund market. 

SEBI rules are significant for mutual fund as they guarantee that mutual fund work in a 

straightforward and fair way, safeguarding the interests of the investor these rules assist in 

working with trusting among investors and advance a sound and dynamic shared mutual fund 

industry. SEBI rules safeguard investors in mutual funds by guaranteeing that they work in a 

straightforward and fair way. These rules guarantee that mutual funds uncover their portfolio 

and execution, put resources into quality protections, and manage all the associated risks in an 

efficient manner. 

The Securities Exchange Board of India Mutual Fund Regulations 1996 contain every rule right 

from the registration of a mutual fund to the management, inspection etc. The Securities 

Exchange Board of India Mutual Fund Regulations 1996 is being amended on a regular basis 

so as to keep up with the current financial state of funds in the market. Some of the core 

regulations and rules consist of: 

(A) Registration of mutual fund includes: 

1. Application for registration 

2. Application fee to accompany the application 

3. Application to conform to the requirements 

4. Furnishing information 

5. Eligibility criteria 

6. Applicability of Securities and Exchange Board of India (Criteria for Fit and 

Proper Person) Regulations, 2004 

7. Consideration of application 

8. Grant of Certificate of Registration 

9. Terms and conditions of registration 

10. Rejection of application 

11. Payment of annual service fee 

12. Failure to pay annual service fee 

• Analysing Personal Finances:  Mutual Funds offer a superior venture an open door in 

contrast with other speculation choices. It can possibly offer a better yield in return for 

a similarly higher risk. Each plan is unique. They are likely to be unstable because of 

https://www.ijlmh.com/
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openness to the monetary market. The investors ought to know about the high risk 

related with each plan. They should completely evaluate their speculation goal and 

chance bearing limit if such plans fail to meet expectations. The unfavourable 

presentation of any plan could influence the arrangement of the investor Thus, Investors 

risk resilience should be surveyed exclusively as per each plan 

• Research Information Regarding Schemes: The investors on a daily basis often study 

the current market as they invest their personal capital in these mutual funds. To protect 

the interest of Investors the SEBI in their guidelines have mentioned about the risks 

associated with blind investing and thereby have guidelines stating the importance of 

studying, researching and analysing the schemes that are promoted in the market and 

thereby making conscious well-studied and informed decision. Thereby making the 

investor ready for any fluctuations in the market. 

• Management of Individual Portfolio: Every financial risk advisor advises the 

investors against pooling all their capital investment in a single mutual fund as any 

fluctuation in the market can lead to a huge loss. Thus to reduce the risk of volatility 

diversification of funds in important. Diversification of your folio helps secure 

sustainable long term financial growth and stability of a concrete capital.  While 

choosing each plan to foster a common asset portfolio, matching the venture goal and 

risk is fundamental. In the wake of effective financial planning the investor should 

screen the presentation and deal with the singular plans calmly. An investor should hold 

those plans which the person in question can oversee productively. Equivalent 

significance to each plan should be the highest need for any investor. 

• General Obligations For Mutual Funds Management Companies:   

Chapter IV of the SEBI Mutual Funds Guidelines contain the rules for the constitution, 

management, regulation, appointment, restrictions etc. Chapter V contains guidelines 

regarding Mutual Fund Schemes. The listing of schemes, procedures, restrictions on 

misleading advertisements of schemes, advertisement material, capital protection 

orientation schemes. Chapter VI, VI A, VIB, and VII contain guidelines and rules 

regarding the Investment Objectives and Valuation Policies, Real Estate Mutual Fund 

Schemes, Infrastructure Debit Fund Schemes, Obligations to Maintain Book of 

Accounts, Disclosures to Investors respectively. Chapter VIII deals with the regulations 

and rules for Inspection and Auditing, Appointment of Auditor, Submission of reports 

to board and fees of auditing and inspection. While Chapter IX contains the procedures 

https://www.ijlmh.com/
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for liability actions in case of Defaults, Actions taken against the Asset Management 

Companies, adjudication etc. 

• The SEBI Mutual Fund Regulations, 1996 

According to Guideline 7 of the SEBI (Mutual Funds) Regulations, 1996, the eligibility 

qualification standard is expected for giving of a certificate of registration. 

To get a certificate of registration, the accompanying should be satisfied by the 

candidate: 

o The fund sponsor ought to have a soundtrack record and general standing of 

reasonableness and respectability in the entirety of his deals. 

o The 'sound history' signifies: 

o The financial sponsor should have a business in the field of finance for at least 5 

years 

o In the previous 5 years, the total assets are positive. 

o The total assets in the earlier year ought to be more than the contributed capital 

of that support in the AMC. 

o Subsequent to accommodating devaluation, interest, and expenses the support 

has benefits left in every one of the first years including the last year for example 

fifth year. 

o The individual who is applying for the fund is fit and appropriate. 

o In the event that there is now an existing fund, such funds ought to be as trust 

and the board probably endorsed the trust deed for the equivalent. 

o The sponsor contributes or has contributed at least 40% to the AMC. Just the 

individual, who holds 40% or a greater amount of the total assets, will be 

considered as a sponsor and will be permitted to fulfil the models criteria in the 

guideline. 

o The support, any chief official to be utilized by a shared asset or its Directorate 

shouldn't be at real fault for misrepresentation or whatever other offense which 

includes moral turpitude or any monetary offense. 

o The appointment of legal administrators ought to be as indicated by the 

guidelines. 

o The appointment of Asset Management Company ought to likewise be as per the 

https://www.ijlmh.com/
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guidelines given. 

o The appointment of the caretakers to keep protections and carry out different 

roles, as might be approved by the trust. 

• Important Mutual Fund Regulations, 1996 

For a mutual funds, the AMC set up ought to comprise of half free chiefs, a different 

leading body of legal administrators organization with half autonomous legal 

administrators and autonomous overseers so that some distance can be overseen 

between mutual funds directors, custodians, and legal administrator 

As AMC deals with the funds and legal administrators hold the guardianship of the 

multitude of resources. Equilibrium should be kept up with between them so that both 

can keep a mind one another. 

o SEBI deals with the Support, monetary adequacy of the asset and integrity of the 

business while allowing authorization. Mutual funds should stick to the 

standards of notice. 

o On account of an unassuming plan and shut finished conspire, the base of 50 

crores and 20 crores corpus is expected according to the rules of SEBI. 

o Mutual funds ought to put away the cash raised for these investment funds plans 

in 9 months or less. 

o By this, the funds don't get put resources into bullish business sectors and 

experiencing poor NAV additionally decreases. 

o The greatest sum that a mutual funds can put resources into the currency market 

is 25% in the initial a half year subsequent to shutting the assets and 15%of the 

corpus following a half year so that momentary liquidity necessities can be met. 

o SEBI checks mutual funds consistently to make it in consistence with the 

guidelines and rules.3 

o Thus, SEBI in India is the policymaker that controls the Mutual Fund industry. 

The SEBI rules for Mutual Fund safeguard the investor's advantage. These rules 

assist investors with settling on more balanced out and informed venture choices. 

SEBI manages and advances the protections of the Indian market. It gives all the 

nitty gritty data expected for the working of any Mutual Fund. Besides, the rules 

 
3 Mutual Fund Regulations, 1996 
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given by SEBI centre around improving on the strategy of contrasting different 

Mutual Fund plans presented by store houses. The SEBI rules for Mutual Fund 

are the method for safeguarding the speculations of Mutual Fund investors in 

various shared store plans. 

IV. CURRENT STANDING OF MUTUAL FUNDS IN INDIA  

MF (Mutual Funds) has allowed retail investors the significant opportunity to revamp their 

money related scene. It fills in as an enthralling vehicle for adventure that plays had an essential 

effect in the readiness of MF from individuals and guiding them into different money related 

instruments, subsequently uplifting the creation of wealth and fast improvement in the economy 

of the country. 

The AAUM of Indian Mutual Fund Industry for the period of August 2023 remained at ₹ 46, 

93,648 crores. Assets under Management (AUM) of Indian MFI (Mutual Fund Industry) as on 

August 31, 2023 remained at ₹ 46, 63,480 crores. The AUM of the Indian MFI has developed 

from ₹7.66 trillion as on August 31, 2013 to ₹46.63 trillion as on August 31, 2023 a bigger 

number of than 6 overlay expansion in a range of 10 years The MFI AUM has developed from 

₹ 25.20 trillion as on August 31, 2018 to ₹46.63 trillion as on August 31, 2023, around 2 crease 

expansion in a range of 5 years The MFI has crossed an achievement of 10 crores folios during 

the long stretch of May 2021. 

The MFI  AUM had crossed the achievement of ₹10 Trillion (₹10 Lakh Core) without precedent 

for May 2014 and in a limited capacity to focus around three years, the AUM size had expanded 

multiple folds and crossed ₹ 20 trillion (₹20 Lakh Core) without precedent for August 2017. 

The AUM size crossed ₹ 30 trillion (₹30 Lakh Core) without precedent for November 2020. 

The MFI AUM remained at ₹46.63 Trillion (₹ 46.63 Lakh Core) as on August 31, 2023. The 

all out number of records (or folios according to common asset speech) as on August 31, 2023 

remained at 15.42 crores (154.2 million), while the quantity of folios under Equity, Hybrid and 

Solution Oriented Schemes, wherein the greatest venture is from retail section remained at 

around 12.30 crores (123 million). 

In today’s era, Mutual Fund Industry in India is thriving and going exponentially. According to 

various newspapers and world news services, many mutual funds are being introduced in the 

market. Foreign asset management companies are looking forward to entering the Indian 

markets and many banks have begun and expanded their mutual funds. They offer higher 

returns, various schemes etc. thereby, showcasing a bright future for the Investment Industry in 

India. 
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V. THE FRANKLIN TEMPLETON CASE STUDY 

(A) Introduction: 

Franklin Templeton Mutual Funds case examines the consistence of an AMC of a Mutual Funds 

concerning the SEBI (Mutual Funds) Regulations,1996, (Mutual Funds Guidelines) prompting 

the winding up of the six schemes .The Case expresses the inward frameworks, consistence, 

risk the executives rehearses, inside exchanging, and technique for arrangement of plans by the 

AMC. 

(B) Facts:  

On 23 April 2020, the Franklin Templeton Mutual Fund “FT-MF” proclaimed deliberately 

wrapping up its six obligation Mutual Fund schemes in India under 39(2) Regulation under 

regulations of Mutual Funds in India  expressing recovery tensions and absence of liquidity in 

the security market because of the Coronavirus and furthermore to safeguard the investors 

worth. Subsequently, on 28th August 2021, the High Court-selected vendor SBI Finances The 

executives Pvt Ltd ("SBI MF") to distribute a portion  of ₹ 2918.50 crores got from the offer of 

resources and coupons to its unit holders across every one of the six schemes.  

(C) The six schemes were as follows: 

• Franklin India Low Duration Fund; 

• Franklin India Credit Risk Fund; 

• Franklin India Short term Income Plan; 

• Franklin India Ultra Short Bond Fund/Ultra Short Fund; 

• Franklin India Income Opportunities Fund; and 

• Franklin India Dynamic Accrual Fund. 

(D) Major Issues Raised 

1. Whether there was a violation of sections 11(1), 11(4) and 11(b) respectively of the 

SEBI Act? 

2. Whether the consent of unit-holders is mandatory in winding up of the schemes? 

3. Whether the noticee ought to be suspended from giving any new plan for a predefined 

period? 

4. Whether the noticee ought to discount the venture the board and warning charges of the 

obligation plans assessed? 

https://www.ijlmh.com/
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5. Whether the noticee ought to be obligated for financial punishment as recommended by 

the SEBI guidelines? 

(E) Synopsis Of Arguments Raised From Both Parties: 

Taking into account the report, SEBI gave a Show Cause Notice ("SCN") noticing the 

accompanying claims: 

• The debt scheme was inspected as a Credit Risk Fund scheme; nonetheless, it was 

portrayed as a length based scheme. 

• The noticee neglected to uncover its methodology of putting resources into high return 

protections. 

• The notification erroneously determined Macaulay length, prompting long-span 

protections in brief term consequently running various plans under a similar watchman. 

• The agreements of the venture were muddled to both the backer and financial backer. 

• The noticee neglected to follow the Principles of Fair Valuations accordingly neglecting 

to mirror the genuine worth of the protections. 

• The noticee neglected to reveal the adjustment of terms of speculation to valuation 

agencies and credit rating agencies. 

• The noticee neglected to follow appropriate reasonable level of effort and made ventures 

like giving advances to guarantors. 

• The noticee without the assent of the Board decreased the job of the Business Risk 

Management Committee in this way not guaranteeing the autonomy of the risk  

• The noticee neglected to give any direction to oversee different dangers and had not kept 

up with any documentation for speculation choices. 

• The noticee neglected to follow the suitable approach of pro-rata portion of incomplete 

repurchase to every one of the plans. Be that as it may, it designated a halfway buyback 

on a non-pro- rata premise consequently helping investors of one scheme over the other. 

• Ultimately, the noticee neglected to keep up with elevated requirements of 

respectability, an expected level of investment, legitimate case, and practiced 

amateurish judgment consequently disregarding the Set of rules as referenced under the 

Fifth Schedule to the Mutual Funds Regulations. 

Further, Franklin Templeton Company – the noticee dismissed every one of the claims 

https://www.ijlmh.com/
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referenced under the SCN and expressed as follows: 

• Taking into account the pandemic there is compelling reason need to summon 

exceptional arrangements of the SEBI Act. It additionally expressed that Section 11(1), 

11(4), and 11B of the SEBI Act doesn't have the ability to coordinate an AMC to refund 

investment management and advisory fees to the investors. 

• The notice does not depict any wrongful gains made or losses averted or any unjust 

enrichment by the noticee. Accordingly the noticee acted legally and under the 

arrangement of the SEBI Act. 

• The noticee expressed that any course against the starting of new plans will be contrary 

to the standards of customary regulation Wednesbury rule and the guideline of 

proportionality as referenced under the Authoritative Law and may include penalty by 

the government or administrative authorities. 

• The noticee while declining the burden of the money related punishment alluded to the 

instance of PG Electroplast Ltd. and Ors. v. SEBI, (2019), where the Hon'ble Securities 

Appellate Tribunal ("SAT") put away a request against the mediating official for forcing 

money related punishment. The SAT, while considering current realities and conditions 

of the case, expressed that regardless of whether the gatherings had not acted with 

legitimate expected level of investment and legitimate consideration, the specialists 

might decline to force a punishment on the off chance that it is a negligible break of the 

arrangements of the SEBI Act. Subsequently, in the specific example, taking into 

account the conditions of the noticee, it is the watchfulness of the company trustees to 

decline penalty. 

(F) Judgement: 

The case escalated and therefore reached the Supreme Court wherein the bench passed and 

order that: 

• The Supreme Court in the month of July 2021 directed that Franklin Templeton can't 

wrap up debt funds without taking the assent of greater part of the investors. 

• The bench further stressed on the point that the trustees are expected to look for consent 

of the unit-holders for closing mutual fund schemes to distributing notice uncovering 

explanations behind their choice to end up of debt schemes The High Court's judgment 

came on an allure against the Karnataka High Court request which controlled the ending 

up of six of Franklin Templeton debt schemes without the consent given by the 

https://www.ijlmh.com/
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investors. 

• Further it held that in case of such schemes that violate the regulations, the market 

regulator has the right to intervene. In cases wherein the AMC do not abide by the rules 

and regulations, the SEBI thus has the authority to take charge thus dismissing the High 

Court’s judgement justifying the winding up of the six schemes. The decision was 

pronounced by a seat involving Judges S Abdul Nazeer and Sanjiv Khanna. 

• This Court, vide order dated 03rd August 2022, dismissed the appeal filed on behalf of 

the Foundation of Independent Financial Advisors(FIFA),  while stating that the reasons 

for such dismissal would follow. The order further directed that Rs. 684,00,00,000/- 

(Rupees Six Hundred and Eighty Four Crores) be distributed to the unit holders 

• FIFA claims that independent financial advisors/mutual fund distributors are entitled to 

payment of commission agreed between them and Franklin Templeton Asset 

Management (India) Private Limited, which are in the nature of recurring expenses as 

per Regulation 52 of the Security and Exchange Board of India (Mutual Funds) 

Regulations, 1996 

• The circular issued by Security and Exchange Board of India dated 22nd October 2018, 

while referring to Regulation 52, states that the asset management companies/mutual 

funds shall adopt a full path model of commission in all plans, without instalment of any 

forthright commission or up fronting of any path commission, straightforwardly or in a 

roundabout way. Up fronting of trail commission is permitted exclusively if there should 

be an occurrence of inflows through Efficient Growth strategies. 

• Regulation 52, which relates to and permits deduction of expenses including 

commission payable to the distributor, is applicable when the scheme is in operation, 

and not post the decision of the trustees in terms of Regulation 39(2)(a) read with 

Regulation 39(3), when, upon publication of notices, the ceasure mandate of Regulation 

40 is triggered. On and from the date of publication of notices under Regulation 39(3) 

(b), the trustees/asset management company cannot carry on business activities, create 

or cancel units and issue or redeem units of the scheme. It would be an alternate matter 

on the off chance that the unit holders don't support the ending up of the plan, which 

isn't a reality in the current case, as the unit holders have consented to the winding up of 

the six Schemes in accordance with Regulation 18(15)(c). 

• Six suspended debt schemes of Franklin Templeton will appropriate ₹2,918 crores to 

investors got from sale of assets and coupons. In the long run, the organization was 
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approached to suffer Rs 5 crores as consequence, return over Rs 450 crores gathered as 

22-month investment management and advisory fees, and was banned from sending off 

new obligation plans for supposed anomalies in running six of its obligation plans. The 

organization has challenged the decision in tribunals and courts, and furthermore 

returned a heft of the speculations. 

VI. CONCLUSION 

It tends to be finished up now that common assets are as yet a decent choice for investors to be 

put resources into. Yet, before they put their interest in shared reserves, they should comprehend 

that however the venture is in the possession of experts and learned people yet the component 

of chance exists since every one of the speculations are toward the end put resources into the 

profoundly unstable endlessly market developments influence the ventures out and out. So is 

the situation of "Franklin Templeton emergency". Then, at that point, the inquiry emerges on 

the off chance that there's a component of hazard, for what reason should the investor choose 

shared reserves? Presently, the response is again extremely basic, this is since, in such a case 

that one needs rich profits from his speculation and he is fit for facing challenges then he ought 

to pick common assets as per his risk craving. Further it is still debatable as to whether common 

man should pursue his dreams of securing financial stability by opting for recurring deposits, 

fixed deposits or opt for higher yielding funds that do not have stability. It can be truly said debt 

funds are better than equity funds only when the investor is risk averse in nature. 

***** 
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