Annexure-1

Guidelines for Market Making on SME Platform

SEBI, vide its Circular No. CIR/MRD/DP/14/2010 dated April 26, 2010 has issued ‘Guidelines for Market Makers on Small and Medium Enterprise (SME) Exchange/separate platform of existing Exchange having nationwide terminal’. As per the circular, market making has been made mandatory in respect of all scrips listed and traded on SME Exchange. In furtherance of the said circular, the following guidelines will be applicable.

1.
Registration of the Market Maker

The Exchange has a process in place for registration of Market Makers for all the securities listed and traded on BSE SME Exchange. The Market Makers who wish to register with the Exchange will have to make an application in line with the process specified below:

· Any trading member willing to undertake market making activities will have to get one time registration as a Market Maker from the Exchange.

· The registration process for a Market Maker would involve the Market Maker to fill up the specified form and provide supporting documents for the conditions required. They have to upload all these documents through BEFS portal. The procedure is available on www.bsesme.com.
· They will be registered in case they fulfill the eligibility criteria as specified by the Exchange

· The eligibility criteria for Market Makers will be reviewed on an annual basis, say, in the month of October every year, i.e., immediately after receipt of networth certificate from the trading members. The criteria for registration as Market Makers would be as follows:

	Sr. No.
	Criteria for registration
	Value

	1
	Minimum net worth (In Rs. crore)
	Rs. 1 crore (Methodology same as of equity market)

	2
	Performance history (in years)
	Minimum 1 year in existence from the date of obtaining SEBI registration. In case of new membership, the director(s) of the company should have at least 3 years of experience in capital market


2. The obligations and responsibilities of Market Makers

The main obligation of the Market Maker is to provide liquidity in the market for securities that will get listed in BSE SME Exchange, as they may have lower levels of liquidity. The obligations and responsibilities of Market Maker will be as follows:

· The Market Maker is obligated to provide bid ask quotes and the associated quantities as per the guidelines for each of the securities for which he is authorized by the Exchange. The continuous trading session will be same as that of the equity market hours. As per the SEBI guidelines, the Market Maker would have to be present for 75% of the time in a day and offer two way quotes for his set of securities. His 2 way quotes should be outstanding in the order book, for at least 75% of the time in a trading session. The period in which a single side quote only of the Market Maker is pending in the order book, will not be considered for calculating the period during which the Market Maker is required to be present. However, in case of circuit the market maker is not obliged to give two way quotes. There are also some exceptional circumstances where the market maker may get the feeling that some party in its individual capacity or in group/syndicate trying to destabilize the market making or price of the scrip. Under such circumstances, market maker may stop market making and bring it in the notice of the Exchange by the end of the day. Exchange will do the necessary investigation and if found true will not consider it a default in market making.

· On the first day of the listing, there will be pre-opening session (call auction) and there after the trading will happen as per the equity market hours. The circuits will apply from the first day of the listing on the discovered price during the pre-open call auction.

· The Marker maker may also be present in the opening call auction, but there is no obligation on him to do so.

· There will be special circumstances under which the Market Maker may be allowed to withdraw temporarily/fully from the market – for instance due to system problems, any other problems. All controllable reasons require prior approval from the Exchange, while force majoure will be applicable for non controllable reasons. The decision of the Exchange for deciding controllable and non-controllable reasons would be final.

3.         Depth and Odd Lot

In view of the guidelines for dealing with the minimum application size and minimum trade lot size, the minimum depth of the quotes, on both the sides, by a Market Maker would be at least one lot size. In order to implement the guidelines pertaining to odd lot, there is a separate odd lot trading window already available in the BSE BOLT system for trading in odd lots. The investors would sell all their odd lots only to the Market Maker. In the BSE SME Exchange, this odd lot trading window would be open only during the continuous trading session. 

4.               Agreement between Merchant Banker and Market Maker

The merchant bankers and market makers will enter into an agreement as decided between them. The merchant banker at the time of filing the offer document has to mention the name of the Market Maker and also enclose a copy of the agreement which will be the part of the offer document to be filed with the BSE SME Exchange. As per the guidelines, the merchant banker will be responsible for doing market making for three years from the date of listing of specified securities. 

The Market Maker will continue in his role until he/they voluntarily withdraws from the market or becomes ineligible as under the specified guidelines. The market maker has to give one month notice to the Exchange in case he/they want to voluntary withdraw from the market The details of the withdrawal of a particular Market Maker will be displayed on the website of BSE SME Exchange and the website of the company. The merchant banker has to ensure that within one month of notice period he should appoint another Market Maker to fulfill the requirement of compulsory market making and the names of the new Market Makers will be displayed on the website of the Exchange and the company.

5.
Risk containment measures and monitoring for Market Makers

BSE SME Exchange will have all margins which are applicable on the BSE Main Board viz., Mark-to-Market, Value-At-Risk (VAR) Margin, Extreme Loss Margin, Special Margins and Base Minimum Capital etc. BSE can impose any other margins as deemed necessary from time-to-time. 

6.        Punitive Action in case of default by Market Makers

The Exchange will monitor the obligations on a real time basis and punitive action will be initiated for any exceptions and/or non-compliances. Penalties / fines may be imposed by the Exchange on the Market Maker, in case he is not able to provide the desired liquidity in a particular security as per the specified guidelines. These penalties / fines will be set by the Exchange from time to time. The Exchange will impose a penalty on the Market Maker in case he is not present in the market (offering two way quotes) for at least 75% of the time. The nature of the penalty will be monetary as well as suspension in market making activities / trading membership.

The following is the proposed penalty schedule:

	Sr. No.
	Time period of absence of the Market Maker
	Penalty to be imposed

	1
	1 day or less
	Rs. 2,000

	2
	More than 1 day and up to 5 days (at a stretch)
	Rs. 10,000

	3
	More than 5 days and up to 10 days (at a stretch)
	Rs. 25,000

	4
	More than 10 days and up to 15 days (at a stretch)
	Rs. 50,000

	5
	More than 15 days (at a stretch)
	Temporary suspension


Note: ‘Days’ are trading days of the Exchange

The Department of Surveillance and Supervision would decide and publish the penalties / fines / suspension for any type of misconduct/ manipulation/ other irregularities by the Market Maker from time to time. 

7. Price Band and Spreads

The SEBI Circular CIR/MRD/DP/ 02/2012 January 20, 2012, has laid down that for issue size up to rupees 250 crores, the applicable price bands for the first day shall be:
i. In case equilibrium price is discovered in the Call Auction, the price band in the normal trading session shall be 5% of the equilibrium price.

ii. In case equilibrium price is not discovered in the Call Auction, the price band in the normal trading session shall be 5% of the issue price.

Additionally, the trading shall take place in TFT segment for first 10 days from commencement of trading. 
The following spread will be applicable on the BSE SME Exchange/ Platform.
	Sr. No.
	Market Price Slab (in Rs.)
	Proposed spread (in % to sale price)

	1
	Up to 50
	9

	2
	50 to 75
	8

	3
	75 to 100
	6

	4
	Above 100
	5


Annexure - 2

LISTING FEES ON BSE SME PLATFORM

The listing fees, annual fees and book building fees are as follows for the listing SMEs on the BSE SME Exchange/ Platform.

1. Listing Fee:
The SME platform will have one time listing fee of Rs. 50,000/-.

2. Annual fee:
Annual Fees will be charged on basis of Market Capitalization and not on Issue Size. The basis of calculation of Market Capitalisation will be average of price as on March 31 or last day of trading in the financial year.

	Market capitalization (In rupees) 
	Annual Fee (Rs.)

	up to 50 crores
	25,000

	Above 50 crores
	50,000


3. Fees for using the Book Building Software

	Issue Size (Rs. Crores)
	Annual Fee (Rs.)

	up to 25
	2.5 lakhs

	Above 25
	4.0 lakhs


