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CHAPTER1: Introduction to Indian Securities
Market and Trading Membership

1.1 Market Segments

Securities mar kets provide a channel for allocation of savings to those who have a producti ve
need for them. The securities mar ket has two interdependent and insepa rable segments: (i)

primary mar ket and (ii) secondary mar  ket.

1.1.1 Primary Market

Primary mar ket provides an opportuni ty to the issuers of securities, both Government and
corpo rations, to raise resources to meet their requirements of investment. Securities, in the
form of equity or debt, can be issued in domestic/international mar kets at face value, discount

or premium.

The primary mar ket issuance is done either through public issues or private placement. Under
Companies Act, 1956, an issue is referred as public if it results in allotment of securities to 50
investors or more. However, when the issuer makes an issue of securities to a select group
of persons not exceeding 49 and which is neither a rights issue nor a public issue it is called

a pri vate placement.

1.1.2 Secondary Market

Secondary mar ket refers to a mar ket where securities are traded after being offered to the
public in the primary mar ket or listed on the Stock Exchange. Secondary mar ket comprises
of equity, derivatives and the debt mar kets. The secondary mar ket is operated through two
mediums, namely, the Over-the -Counter (OTC) mar ket and the Exchange -Traded mar ket.

OTC mar kets are informal mar  kets wheret rades are negotiated.

1.2 Key | ndicators  of Securittes M arket

1.2.1 Index

An Index is used to give information about the price movements of products in the financial,
commodities or any oth er mar kets. Stock mar ket indices are meant to capture the overall
beh aviour of the equity mar kets. The stock mar ket index is created by selecting a group of
stocks that are represen tative of the whole market or a specified sector or segment of the
mar ket. The bluechip index of NSE is CNX Nif ty.

1.2.2 Market Capitalisation

Market capitalisation is defined as value of all listed shares on the country & exchanges. It is

computed on a daily basis. Market capitalisation of a particular compa ny on a particular day
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can be computed as product of the number of shares outstanding and the closing price of the

share. Here the number of outstanding shares refers to the issue si ze of the stock.
Mar ket Capitalisation = Closi  ng price of share * Number of outstanding shares

Similarl y, to compute the mar ket capitalization of all companies listed on an Exchange we

aggregate the mar ket capitalization of all the companies t raded on the E xchange.

1.2.3 Market Capitalisation Ratio

The market capitalization ratio is defined as mar ket capitalization of stocks divided by GDP. It

is used as a measure of stock mar ket si ze.

1.2.4 Turnover

Turn over for a share is computed by multiplying the traded quanti ty with the price at which
the trade takes place. Similarl y, to compute the turn over of the companies listed at the

Exchange we aggregate thet raded value of all the companiest raded on the E xchange.

1.2.5 Turnover Ratio

The turn over ratio is defined as the total value of shares traded on a country & stock Exchange
for a particular period divided by mar ket capitalization at the end of the period. It is used as

a measure oft rading activi ty or liquidi ty in the stock mar kets.

Turn over Ratio = Turnover at Exchange / Market Capitalisation at Exchange

1.3 P roducts and Participants

1.3.1 Products

Financial mar kets facilitate reallocation of s avings from s avers to entrepreneurs. S avings are
linked to investments by a variety of intermediaries through a range of complex financial
products called i s e ¢ u diUnhderethe Securities Contracts (Regulation) Act [SC(R)A], 1956,
i s ecur iintlude ip shares, bonds, scrips, stocks or other mar ketable securities of like
nature in or of any incorpo rate compa ny or body corpo rate, (i) government securities, (iii)
deri vatives of securities, (iv) units of collecti ve investment scheme, (v) interest and rights in
securities, and securi ty receipt or any other instruments so declared by the central government.

Broadl y, securities can be of three types - equities, debt securities and deri vatives.

1.3.2 Participants

The securities mar ket has essentially three categories of participants (i) the investors, (ii) the
issuers, (iii) the intermediaries (Figure 1.1). These participants are regulated by the Securities
and Exchange Board of India (SEBI), Reserve Bank of India (RBI), Ministry of Corporate
Affairs (MCA) and the Department of Economic Affairs (DEA) of the Ministry of Finance.
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Marke t Participan ts

Inves tors Issuer s In termediarie s

Figure 1.1 Market Participants
Table 1.1 below pr  ovides the information on Mar ket participants in India.

Table: 1.1 Market Participants in India

Market Participants

Inv estors

Ind ividual Investor s

Corpo rate Investors

Foreign Ventur e Capital Investors

Fll's

Depositories

Stoc k Exchange s

With Equities Trading

With Debt Market Trading

With Derivative Trading

With Currenc y Derivatives

Brokers

Corpo rate Brokers

Sub-bro kers

Portfolio Manager s

Custodians

Regist rars to an issue & Share Transfer Agents

Primary Dealers

Merchant Bankers

Bankers to an Issu e

Debentur e Trustees

Under writer s

Ventur e Capital Funds

Mutua | Funds

Collective Investmen t Schemes
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1.4 M arket SegMentS and thelr Products

The Exchange (NSE) provides trading in four different segments - Wholesale Debt Market,
Capital Market, Futures and Options and Currency Derivatives Segment as depicted in the

figure 1.2 belo  w.

Market
Segmengs
I
[ I I I
Wholesale Currency
Coptal || optenargeandogs| | pervatves
Market arke P 9 Segments

Figure 1.2: Market Segments

0] Wholesale Debt Market (WDM) Segment: This segment at NSE commenced its
operations in June 1994. It provides the trading platform for wide range of debt
securities which includes State and Central Government securities, T-Bills, PSU Bonds,

Corpo rate debentures, Commercial Papers, Certificate of Deposits etc.

(i) Capital Market (CM) Segment: This segment at NSE commenced its operations in
November 1994. It offers a fully automated screen based trading system, known as the
National Exchange for Automated Trading (NEAT) system. Various types of securities

e.g. equi ty shares, warrants, debentures etc. are t raded on this system.

(iii) Futures & Options (F&O) Segment. This segment provides trading in derivatives
instruments like index futures, index options, stock options, and stock futures, and

commenced its ope rations at NSE in June 2000.

(iv) Currency Derivatives Segment (CDS) Segment: This segment at NSE commenced its
operations on August 29, 2008, with the launch of currency futures trading in US
Dollar-Indian Rupee (USD-INR). Trading in other currency pairs like Euro-INR, Pound
Sterling -INR and Japanese Yen-INR was further made available for trading in February
2010. 6| nastrate f ut u rwassanother product made available for trading on this

segment with effect from August 31, 2009.

1.5 reforMs In | ndlan SecurltleS Marke tS

Over a period, the Indian securities mar ket has undergone remarkable changes and grown
exponentiall y, particularly in terms of resource mobilisation, intermediaries, the number of
listed stocks, mar ket capitalisation, turn over and investor population. The following paragraphs

list the principal reform measures underta ken since 1992.

Creation of Market Regulator: Securities and Exchange Board of India (SEBI), the securities

mar ket regulator in India, was established under SEBI Act 1992, with the main objecti ve
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and responsibili ty for (i) protecting the interests  of investors in securities, (ii) promoting the

development of the securities mar ket, and (iii) regulating the securities mar ket.

Screen Based Trading: Prior to setting up of NSE, the trading on stock exchanges in India was
based on an open outcry system. The system was inefficient and time consuming because
of its inabili ty to provide immediate matching or recording of trades. In order to provide
efficienc vy, liquidi ty and transparenc y, NSE introduced a nation -wide on-line fully automated

screen based t rading system (S BTS) on the CM segmenton N ovember 3, 1994,

Reduction of Trading Cycle: Earlier, the trading cycle for stocks, based on type of securities,
usedto vary between 14d aysto30d ays and the settlementi  nvolved another fortnight. The

Exchanges, howe ver, continued to have different weekly trading cycles, which enabled shifting
of positions from one Exchange to anothe r. It was made mandatory for all Exchanges to follow
a uniform weekly trading cycle in respect of scrips not under rolling settlement. In December
2001, all scrips were moved to rolling settlement and the settlement period was reduced
progressi vely from T+5 to T+3 days. From April 2003 onwards, T+2 days settlement cycle is

being followed.

Equity Derivatives Trading: In order to assist mar ket participants in managing risks better
through hedging, speculation and arbit rage, SC(R) A was amended in 1995 to lift the ban on
options in securities. Trading in deri vatives, howe ver, took off in 2000 with index futures after
suitable legal and regulatory framework was put in place. The mar ket presently offers index

futures, index options, single stock futures and single stock options.

Demutualisation:  Historicall y, stock exchanges were owned, controlled and managed by the
brokers. In case of disputes, integri ty of the stock exchange suffered. NSE, howe ver, was
set up with a pure demu tualised g overnance structure, having ownershi p, management and

trading with three differe nt sets of people. Currentl y, all the stock exchanges in India have a

demutualised setu p.

Dematerialisation:  As discussed before, the old settlement system was inefficient due to (i) the
time lag for settlement and (i) the physical movement of paper-based securities. To obviate
these proble ms, the Depositories Act, 1996 was passed to provide for the establishment of
depositories in securities with the objecti ve of ensuring free transfe rability of securities with
speed and accuracy. There are two depositories in India, viz. NSDL and CDSL. They have
been set up to provide instantaneous electronic transfer of securities. Demat (Dematerialised)

settlement has eliminated the bad deliveries and associated problems. To prevent physical
certificates from sneaking into circulation, it has been made mandatory for all newly issued
securities to be compulsorily traded in dematerialised form. Now, the public listed companies
making IPO of any securi ty for Rs.10 crore or more have to make the IPO only in dematerialised

form.
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Clearing Corporation: The anonymous electronic order book ushered in by the NSE did
not permit members to assess credit risk of the counte r-party and thus necessitated some
inn ovation in this area. To address this concern, NSE had set up the first clearing corpo ration,
viz. National Securities Clearing Corporation Ltd. (NSCCL), which commenced its operations
in April 1996.

Investor Protection: In order to protect the interest of the investors and promote awareness,
the Central Government (Ministry of Corporate Affairs ') established the Investor Education
and Protection Fund (IEPF) in October 2001. With the similar objecti ves, the Exchanges and
SEBI also maintain investor protection funds to take care of investor claims. SEBI and the
stock exchanges have also set up investor grievance / service cells for redress of investor
grie vance. All these agen cies and investor associations also organise investor education and

awareness prog rammes.

Globalisation: Indian companies have been permitted to raise resources overseas through
issue of ADRs, GDRs, FCCBs and ECBs. Furthe r, Flls have been permitted to invest in all types
of securities, including government securities  and tap the domestic  mar ket. The investments
by Flls enjoy full capital account convertibili ty. They can invest in a compa ny under portfolio
investment route upto 24% of the paid up capital of the compa ny. This can be increased up
to the sectoral cap/statutory ceiling, as applicable to the Indian companies concerned, by
passing a resolution of its Board of Directors followed by a special resolution to that effect by
its general body. The Indian stock exchanges have been permitted to set up trading terminals
abroad. The trading platform of Indian exchanges is now accessible through the Internet from
anywhere in the world. RBI permitted two -way fungibili ty for ADRs / GDRs, which means that
the investors (foreign institutional or domestic) who hold ADRs / GDRs can cancel them with

the depository and sell the underlying shares in the mar ket.

Launch of India VIX22; Volatili ty index is a measure of mar ket& expectation of volatili ty over
the near term. It measures the amount by which an underlying Index is expected to fluctuate
in the near term, based on the order book of the underlying index options. India & first
volatili ty index, India VIX (based on the Nifty 50 Index Option prices) was launched by NSE
in April 2008.

Direct Mar ket Access: In  April 2008, SEBI allowed the direct mar ket access (DMA) facili ty to
the institutional investors. DMA allows brokers to offer their respecti ve clients, direct access to
the Exchange trading system through the broker& infrastructure without manual inter vention

by the bro ker.

1 Earlie r know n as Departmen t of Compa ny Affairs .

2 i V10X a tradem ark of Chicago Board Option s Exchange , Incorpo rated ( ABD EYand Standard & Poor& has
grante d a licens e to NSE, with perm ission from CBOE, to use such mark in the name of the India VIX and for
purpose s relatin g to the Indi a VIX.
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Launch of Securities Lending & Borrowing Scheme: In April 2008, the Securities Lending
& Borrowing mechanism was allowed. It allows mar ket participants to take short positions

effecti vely with less cost.

Launch of Currency Futures: On August 29, 2008, NSE launched trading in currency future
contracts in the USD-INR pair for the first time in India. Trading in other currency pairs like
Euro 7 INR, Pound Sterling 7 INR and Japanese Yen was further made available for trading in
March 2010.

ASBA: Application Suppo rted by Blocked Amount (ASBA) is a major primary mar ket reform.
It enables investors to apply for IPOs / FPOs and rights issues without making a payment.
Instead, the amount is blocked in inve st oows @ccount and only an amount proportionate

to the shares allotted goes out when allotment is finali zed.

Launch of Interest Rate Futures: On August 31, 2009, futures on interest rate was launched

on the National Stock E  xchange.

Issue of Capital and Disclosure Requirements (ICDR) Regulations 2009: In August 2009, the
SEBI issued Issue of Capital and Disclosure Requirements (ICDR) Regulations 2009, replacing
the Disclosure and Investor Protection (DIP) Guidelines 2000. ICDR Regulations 2009 would

govern all disclosure norms regarding issue of securities.

1.6 Stock Broke rs

A stock broker is an intermediary who arranges to buy and sell securities on the behalf
of clients (the buyer and the seller). According to SEBI (Stock Brokers and Sub-Brokers)
Regulations, 1992, a stockbro ker is member of a stock exchange and requires to hold a
certificate of regist ration from SEBI in order to buy, sell or deal in securities. SEBI grants a

certificate to a stock broker subject to the conditions that the stock broker:
(@ holds the membership of any stock exchange;

(b) should abide by the rules, regulations and bye-laws of the stock exchange or stock

exchanges of which he is a member;

(c) should obtain prior permission of SEBI to continue to buy, sell or deal in securities in

any stock exchange in case of any change in the status and constitution;
(d) should pay the amount of fees for regist ration in the prescribed manner; and

(e) should take adequate steps for redress of grie vances of the investors within one month
of the date of the receipt of the complaint and keep SEBI informed about the numbe r,

nature and other particulars of the complaints.

While considering the application of an entity for the grant of regist ration as a stock broker,

SEBI checks out if the applicant:

(a) is eligible to be admitted as a member of a stock exchange;
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(b) has the necessary infrastructure like adequate office space, equipment and manpower

to effecti vely discharge his activities;
(c) has any past experience in the business of buying, selling or dealing in securities;

(d) is subjected to any disciplinary proceedings under the rules, regulations and bye-laws
of a stock exchange with respect to his business as a stock-broker involving either

himself or a ny of his partners, directors or empl oyees.

1.7 NSE MemBe rship

There are no entry/exit barriers to the membership of NSE. A nybody can become a member
by complying with the prescribed eligibili ty criteria and exit by surrendering membership

without any hidden cost.

The members are admitt ed to different segments of the Exchange subject to the provisions
of the Securities Contracts (Regulation) Act, 1956, the SEBI Act, 1992, the rules, circulars,
notifications, guidelines, etc. issued hereunderand the byelaws, rules and regulations of the

Exchange. The trading members of NSE have certain benefits, which includes:

i Access to a nation -wide trading facility for equities, derivatives, debt and hybrid

instruments / products;

i Ability to provide a fair, efficient and transparent securities mar ket to the investors;
i Use of state -of-the -art electronic trading systems and technology;
i Dealing with an organisation which follows strict standards for trading & settlement at

par with those available at the top international bourses and constantly strives to move
towards a global mar ketplace in the securities industr y.

1.7.1  New Membership

The persons eligible to become trading members of Exchange are:

(@ Individuals;

(b) Partnership firms registered under the Indian Partnership Act, 1932.

(c) Limited Liabili ty Partnerships registered under the Limited Liability Partnership Act,

2008
(d) Institutions,  including subsidiaries of banks engaged in financial services;
(e) Banks for Currency Derivatives Segment;
4] Body corpo rates including companies as defined in the Companies Act, 2013. A compa ny

is eligible to be admitted as a member if:

0] It is formed in compliance with provisions of Companies Act 2013 which mentions

about the mode of forming incorpo rated compa ny;
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(ii) It complies with the financial requirements and norms as may be specified by

SEBI;

(iin) The directors of the compa ny shouldn @ have been disqualified for being members
of a stock exchange and should not have held the offices of the directors in
any compa ny which had been a member of the stock exchange and had been

declared defaulter or expelled by the stock exchange; and

@) Such other persons or entities as may be permitted from time to time by RBI/SEBI

under the Securities Contracts (Regulations) Rules, 1957.
Membership for Different Segments at NSE

Persons or Institutions desirous of securing admission as members (stock brokers) on the

Exchange may apply for membership on any one of the following segment groups:
(a) Wholesale Debt Market (WDM) Segment

(b) Capital Market (CM) segment

(©) Capital Market (CM) and Wholesale Debt Market (WDM) segment
(d) Capital Market (CM) and Futures & Options (F&O) segment

(e) Capital Market (CM), Futures & Options (F&O) segment and Wholesale Debt Market
(WDM) segment

Q) Currency Derivatives (CD) segment with or without the above mentioned segments.

(9) Clearing Membership of National Securities Clearing Corporation Ltd. (NSCCL) as a
Professional Clearing Member (PCM). Professional Clearing Members do not trade but
only clear and settle trades executed by other trading members (TMs). Professional

clearing membership is only applicable for the F&O and Currency Derivatives segments.
Two types of memberships are offered:
A Normal - Unrestricted business expansion
A Alpha - For focused proprietary trading with limited clientele

Following categories are available under Normal Membership

Cash Futures & Currency Debt
Types of Membership Option Derivatives
Segment Segment
Segment Segment
Trading Member T a a a
Trading Cum Self Clearing Member a a a a
Trading Cum Clearing Member T a a a
Professional Clearing Member T a a a

Membership of Alpha can be taken in combination with any of the above segments except for

Futures & Options segment which has to be ta ken in combination with Cash segment.
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Following categories are available under Alpha Membership:

Types of Membership Segrisehnt Futurgzgmin?ption
Trading Member T a
Trading Cum Self Clearing Member a a
Trading Cum Clearing Member T a

In addition to the trading membership in the F&O segment, the trading member can also take
two types of clearing membership in the F&0O Segment i.e. as a clearing member and
self-clearing membe r. The self-clearing members clear and settle the trades executed by
them only, either on their account or on account of their clients. Trading members cum
clearing members can clear and settle their own trades as well as trades of other trading

members.

Trading members registe red in F&O segment and CD segment are eligible to trade in interest

rate futures mar Kket.

Membership can be taken for any segments individually or in combination

This category of membe rship entittes a member to execute trades
on his own account as well as on account of his clients but, clearing
Trading Member and settlement of trades executed through the Trading Member
would have to be done through a Trading -cum Clearing Member or
Professional Clearing Member of the Exchange

: This category of membe rship entittes a member to execute trades
Trading Cum Self )
. and to clear and settle the trades executed on his own account as well
Clearing Member o
as on account of his clients.

This category of membe rship entittes a member to execute trades

Trading Cum on his own account as well as on account of his clients and to clear
Clearing Member and settle trades executed by themsel ves as well as by other trading
members who choose to use clearing services of the membe r.

: This category of membe rship entittes a member to clear and settle
Professional
) trades of such members of the Exchange who choose to clear and
Clearing Member

settle theirt rades through this membe .

1.7.2  Eligibility  Criteria for Membership  at NSE

The standards for admission of members are laid down by the Exchange in terms of corpo rate
structure (shareholding pattern), capital adequacy (Paid up capital), net worth, Interest
Free Security Deposit (IFSD), Collate ral Security Deposit (CSD), track record, education,
experience etc. This is done to ensure quality broking services so as to build and sustain

confidence among i nvestors in the E xchange & ope rations.

Corporate Structure (Sharehold ing Pattern)
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Securities mar kets are inherently volatile and risky, and hence risk containment mechanisms
are put in place by the stock exchange. One such risk containment tool is the concept of
6 Do mi n Rromoter/Shareholder Gr o u wlich is very unique for applicants acquiring
membership on the NSE. The shareholders holding the majori ty of shares have a dominant
role in the a ffairs of the compa ny. In case of any default by the broking e ntity, the E xchange
should be able to identi fy and take action against the persons who are behind the compa ny.
The Exchange, therefore, needs to know the background, financial soundness and integri ty
of the shareholders holding such controlling inter est. Hence, during the admission process
(explained in the later section of the book) the dominant shareholders are called for an

interview with the Membership Recommendation Committee (MRC).

Dominant Promoter norms are applicable to all trading members. The norms relating to
dominant promoters falls in different categories such as unlisted corpo rate trading membe r,
listed corpo rate trading membe r, corpo rate shareholders, banks, central or state government

owned finance and development institutions and foreign entities, which are given as under:

0] Unlisted corpo rate t rading member: In case of an unlisted corpo rate t rading membe r,
there are thr ee conditions under which the corpo rate trading member will be eligible to

constitute dominant promoter grou p. These conditions are gi ven below:

If a person holds 51% of shares in the trading member corpo rate on his own or together

with

(a) his relati ves as defined under Companies Act 2013

(b) person(s) falling within the definiton of 6 ¢ o nd@ unded the SEBI (Substantial
Acquisition of Sharesand  Takeovers) Regulations, 1997.

(c) the support of strategic investors in such corpo rate trading membe r. (Strategic
investors mean the corporates or individual investors that add value to
investments they make through industry and personal ties that can assist
companies in raising additional capital including financial investors, venture
capitalists and others who invest primarily with the aim of generating a large

return on theiri  nvestment).

(ii) Listed corpo rate trading member: In case of listed corporate trading members, any
person(s) identified as promoter in the offer document or in any document for offer of
securities to the public or existing shareholders or in the shareholding pattern disclosed
by the corporate trading member under the provisions of the Listing Agreement,

whiche ver is later, would be eligible to constitute dominant promoter grou p.

(i) Corporate shareholders to be identified as dominant shareholders: Corpo rate
shareholder is allowed to be identified as dominant shareholders (Dominant Promoter
Group - DPG) of a corporate trading member provided that the corpo rate shareholder

identifies any person or persons as their dominant promoter group as per the aforesaid
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(iv)

v)

norms applicable to the corporate trading mem ber. In case the dominant promoter
group consists of more than one corpo rate sharehold er, the dominant promoter group

should be identified sepa  rately for each such corpo  rate shareholde .

Banks, central or state government owned finance and/or development institutions:

The following entities are allowed to be identified as dominant shareholder(s) provided

they have a networth of at least Rs.50 crores:

(a) Scheduled Banks;

(b) Central or State Government owned Finance and/or Development Institutions;

(c) Any financi al institution registered and regulated by any regulatory authori ty
such as RBI, SEBI, IRDA;

(d) Any other entity that is fit to be identified as dominant shareholder in the opinion

of rele vant authori ty.

Foreign Entities: Foreign entities are allowed to take trading membership of the
Exchange through their Indian subsidiary under the automatic appr oval route permitted
by the government, subject to compliance with the following guidelines of the RBI in

this regard.

(a) The promoting foreign entity or its subsidiary should be either a bank or insurance
organisation regulated by the Central Bank or such other appropriate regulatory
authori ty of that country

Or
The promoti ng foreign enti ty or its subsidiary should be broking house/ participant
in the securities mar ket that is registered or regulated by the rele vant regulatory
authori ty of that country and that the rele vant aut hority should be a member of
International  Organisation of Securities Commission (IOSCO). The entity should

have a sound track record.

Or
The promoting foreign entity is one whose domestic arm or subsidiary is

registered with SEBI for participation in any domestic venture for custodial or

Asset Management services.

(b) The promoting foreign entity shall hold, directly or indirectly not less than 51 %
of the controlling sta ke in the applicant compa ny proposing to take the trading

membership of the E  xchange.

(c) The net worth of the entity having controlling stake in the applicant compa ny or

the promoting foreign entity should be at least Rs. 50 Crores.

A foreign entity is allowed to become part of the dominant promoter group of an existing

3

Here 6 ¢ o n@meam k the righ t to appoin t majori ty of director s or to contro | the managemen t or policy decision s
by virtu e of the shareholdin g or managemen t rights .
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trading member corpo rate provided it meets the dominant promoter group norms as applicable
to Indian entities, FIPB (Foreign Investment Promotion Board) norms / RBI norms and any

other requirements of the Exchange / SEBI as may be applicable from time to time.

Corporate trading members will also be allowed to change their shareholding pattern so long
as such change is within the above norms and the existing Dominant Promoter Group (DPG)
continues to hold controlling interest and prior appr oval from the Exchange is obtained. Once
a DPG is identified during  admission, the same has  to be maintained at all points of time. In

case of any change in the DPG, the trading member is required to seek fresh appr oval of the
Exchange as it is done at the time of admission of new trading member and rules relating to
the same apply. Inte r-se transfer of shareholding among the dominant promoters, howe ver
will be exempt from the formalities as required in case of new trading membershi p. Any
changes in the shareholding require prior approval from the Exchange, except in case of

shareholding changes related to public shareholding in a listed compa ny.

Failure to maintain the required level of shareholding by DPG is treated as a breach of the
continuing membership norms and tantamounts to reconstitution of the trading member
corpo rate. This is because the existing DPG would no longer hold controlling interest in the
trading member corpo rate or alternati vely a new group would have emerged with controlling
stake. In such case the Exchange can initiate disciplinary action including withd rawal of trading

facili ty of such t rading members.

Networth and Other Deposit Requirements

The networth of the member is calculated as summation of Capital and free reser ves less non
allowable assets. Non allowable assets include fixed assets, pledged securities, membe r& card,
non -allowable securities (unlisted securities), bad deliveries, doubtful debts and advances,

prepaid expenses, intangible assets and 30% of mar ketable securities.

Deposit requirements are of two types i.e. Interest Free Security Deposit (IFSD) and Collate ral
Securi ty Deposit (CSD). IFSD has to be in liquid cash while CSD can be in cash or non-cash
form. Cash component means cash, bank guarantees, fixed deposit receipts, units of money
mar ket mutual fund and gilt funds and any other form of collate ral as may be prescribed from
time to time. Non-cash component means all other forms of collate ral deposits like deposit of
approved list of demat securities and units of the other mutual funds and any other form of

collate ral as m ay be prescribed from time to time.
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The eligibili ty criteria for corpo rates, individuals and partnership

in Table 2.1 and 2.2 below.

firms for different segments

of the Exchange are explained

Table 2.1: Deposit & Networth Requiremen ts (Corp orates /Limited Liabi lity Partnership)

TM & CM = Trading and Clearing Membershi  p.
PCM = Professional Clearing Membershi

p.
25

DEPOSIT STRUCTURE (" in lakhs)
Non - Non -
Type of Cash - Cash Net
Segment : Cash Cash | Total
Membership NSEIL NSEIL NSCCL NSCCL Worth
Capital Market ™ & SCM 85 T 15 25 125 100
™ 25 i i i 25 100
Futures & TM & SCM 25 i 25 25 75 100
Options ™ & CM 25 i 25 25 75 300
PCM i i 25 25 50 300
Existi ™ 2 8 i T 10 100
XISting e scm 2 8 25 25 60 | 500
Members
Currency ™™ & CM 2 8 25 25 60 1000
Deri vati ves N ™ 2 13 | ) 15 100
Segment ew T™ & SCM 2 18 25 25 70 500
Members
™M & CM 2 18 25 25 70 1000
PCM i i 25 25 50 1000
* TM = Trading Membershi p.
* TM & SCM = Trading and Self Clearing Membershi p.
* TM & CM = Trading and Clearing Membershi  p.
* PCM = Professional Clearing Membershi p.
Table 2.2 Deposit & Networth  Requirements(Individual | Partnership  Firms)
DEPOSIT STRUCTURE (" in lakhs)
Non - Non -
Type of Cash - Cash Net
Segment . Cash Cash Total
Membership NSEIL NSEIL NSCCL NSCCL Worth
Capital Market |TM & SCM 26.5 i 6 175 50 75
™ 25 i i | 25 75
Futures & TM & SCM 25 i 25 25 | 75 100
Options
™™ & CM 25 i 25 25 75 300
™ 2 8 i I 10 100
EXISLING |1y ¢ scm 2 8 25 25 | 60| 500
Members
Currency ™™ & CM 2 8 25 25 60 1000
Deri vati ves
Segment ™ 2 13 T | 15 100
N e Wirygscum 2 18 25 25 | 70 | 500
Members
™ & CM 2 18 25 25 70 1000
* TM = Trading Membershi p.
* TM & SCM = Trading and Self Clearing Membershi p.




Fees and Charges
A Application Processing Fees: 10,000/ -+ Applicable Service Tax.
A Admission Fees : One time ~ 5,00,000/ - + Applicable Service Tax except in case of
Alpha Membership
A Annual subscription charges (Captial Market Segment):
For Corporates - ~1,00,000 PA.+ Applicable Service Tax
For Individuals/ Partnership Firms -~ 50,000 PA.+ Applicable Service Tax
A Advance minimumt ransaction charges (Futures & Options segment):
©1,00,000 p.a. + Applicable Service Tax
A Advance transaction charges (Currency Derivatives segment) "~50,000 p.a. + Applicable

Service Tax

In addition to the individuals, corporates and partnership firms, Banks authori zed by the
Reserve Bank of India under section 10 of the Foreign Exchange Management Act, 1999 as
@AD Category -1 b an kré permitted to become trading and clearing members of the currency
deri vatives mar ket of the recogni zed stock exchanges, on their own account and on behalf of
their clients, subject to minimum prudential requi rements of minimum net worth of Rs. 500
crores, minimum CRAR of 10 per cent, net NPA not exceeding 3 per cent and net profit should

have been made for last 3 years.

The AD Category - | banks which fulfill the pruden tial requirements are required to lay down
detailed guidelines with the approval of their Boards for trading and clearing of currency
deri vatives contracts and management of risks. AD Category - | banks which do not meet
the above minimum prud ential requirements and AD Category - | banks which are Urban Co-
operative banks or State Co-operative banks can participate in the currency derivatives mar ket
only as clients, subject to appr oval therefore from the respecti ve regulatory Departments of

the Reserve Bank.
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1.7.3 Admission Procedure for New Membership

1 Submits application for
Offer New Membership
er lener of provisional
membership
<« _ _Forwards SEBIcertiicate. _ | T
To member i Committee
Member g Submits enablement
documents 3
Forwarded to MAC
-
Documents forwarded e
to SEBI for registration X
/ -~
P -
p | SEBI certificate
- - Membership Approval

Committee/Board

SEBI

Figure: 1.7.3 Admission procedure for new membership at NSE

Admission is a two -stage process with applicants requiring to go through an examination
(@ module of NCFM) followed by an interview with the Membership Recommendation
Committee. At any point of time the applicant has to ensure that at least the sole proprietor/
one of the designated partner/one of the designated director/compliance  officer has a valid
certificate of Securities Market (Basic) Module or Compliance Officers (Bro kers) Module or the
rele vant module pertaining to the segments wherein membership of the E xchange has been
sought. i.e.

(a) Capital Market (Dealers) Module

(b) Deri vatives Market (Dealers) Module

(c) National Institute of Securities Markets (NISM) Series | 1 Currency Derivatives

Certification Examination

The admission procedure for new membership depicted in figure 1.7.3 is explained below:

Applicants are required to submit application form, in the prescribed format along with other

rele vant documents tothe E ~ xchange.

The application for new membership is then forwarded to Membership Recommendation
Committee. The Membership Recommendation Committee (MRC) consists Exchange officials.
The MRC conducts interviews of the applicants for trading membershi p. In case of corpo rates,

the domina nt shareholder and designated directors; in case of individuals, the individual
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himself and in case of partnership firms i two designated partners have to appear for the
intervie w. The purpose of the interview is to acquire information about their capabili ty &

commitment to carry on stock broking activities, financial standing and integri ty.

The MRC recommends the names for admission of trading members to the Membership

Selection Committee (Sub -committee of board of directors)/Board of directors of the Exchange.

Membership Selection Committee (MSC) after taking into conside ration the recommendations

of the MRC either appr oves or rejects the applications.

On getting appr oval from MSC (NSEIL/NSCCL), an admission on a provisional basis is provided
to the applicant subject to certa in conditions like regist ration with SEBI, submission of rele vant
fees/ deposits and docu ments. The documents of the member are then forwarded to SEBI for

regist ration.

After satis fying itself as to compliance with respect to all the prescribed norms, SEBI grants a

Regist ration Certificate in the name of the applicant.

The applicant then has to remit the prescribed membership deposits (as required by the
demand advice attached to the offer letter) within the time frame prescribed in the demand

advice attached to the offer lette r.

After obtaining SEBI Regist ration, the trading member has to satisfy the Exchange and
NSCCL regarding all the formalities and requirements such as payment of fees/deposits and
submission of relevant documents, for enablement. The dealers on CM segment are required
to clear the Capital Market (Dealers) Module of NCFM; dealers on Futures & Options Segment
are required to clear the Derivatives Market (Dealers) Module or equivalent examination of
NCFM and dealers on Currency Derivatives segment are required to clear National Institute of
Securities Market (NISM) Series |- Currency Derivatives Certification Examination. This is a

pre -requisite without which user-ids are not issued.

After ensuring that all the formalities and requirements with regard to the Exchange and

NSCCL are complied, the Trading Member is enabled to trade on the NEAT system.

1.8 Surrender of trading MeMBe rshiP

Trading members can apply for surrender of their trading membership once admitted to the
Exchange. Surrender of trading membership can be permitted by the Exchange after fulfilling
certain conditions by the member such as, clearing off all the dues to the Exchange and
NSCCL, noti fying all other TMs of the appr oval of surrende r, 6 issuance of a public notification in
leading dailies, etc. The deposits of the trading me mbers would be released by the Exchange/
NSCCL after a prescribed lock-in period. There is, howe ver, no lock-in period applicable in case

of trading membe r, who is,

(a SEBI registered but not enabled
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(b)

SEBI registered and enabled but not traded at all

Provided certain criteria & are fulfilled

NSE provides a scheme for enabling the trading member to surrender their membership to

the Exchange. Details of the norms and procedures related to the surrender of membership

to the Exchange are prescribed as below:

(@)

(b)

(©

(d)

(€)

A trading member desirous of surrendering its membership of the Exchange is required

to send its requestin writing in the prescribed format.

Before submission of an application for surrender of membershi p, the trading member
is required to comply with all the pre-requisites for application of surrender in the
prescribed format. The following aspects should be covered in the application for

surrender of membership from a trading membe r,
0] who has been suspended/ disciplinary action taken by the Exchange /SEBI

(ii) in respect of whom any investigation/ action consequent to a default has been
initiated by the Exchange /SEBI,

(i) who is falling within the category of 6 a s s o ¢ asadefimexd 6by SEBI,
(iv) who owes dues to the Exchange/ NSCCL,

(V) against whom claims by investors of value of Rs.10 lakh or more are pending or

any claim for any amount is pending for a period more than 6 months,

(vi) against whom any other claim /complaint is pending which, in the opinion of the

Exchange/ NSCCL, needs to be resol ved by the concerned trading membe r,
(vii)  whose turn over fees liabili ty to SEBI is still outstanding,

The Exchange has absolute discretion in dealing with such applications and if it decides
to process/accept the surrender application of such trading membe r, it may impose

additional terms and conditions as it may deem fit.

No trading membe r, who has surrendered its trading membershi p, their partners (in
case of part nership firm) and/ or dominant shareholders (in case of corpo rates) is
eligible to be re-admitted to the trading membership of the Exchange in any form for
a period of one year from the date of cessation of trading membership (i.e. from the

date of appr oval of surrender).

The application of surrender of trading membership is subject to fulfilment of certain
conditions, such as submission of original SEBI regist ration certificate(s) on all segments
on which the trading member is registered; submission of sub-broker regist ration
certificate(s) of all the sub-brokers associated with the trading member for onward

transmission to the SEBI for cancellation etc.

The trading member should request the Exchange through their surrender application
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to dismantle and recover all the leased line(s)/ VSAT(s) and other equipment given to

them at their dealing offices.

4] A notice to public by way of a public notification in newspapers should be made by the
Exchange and certain time (from the date of public notification) is given to investors,

public, etc. to lodge claims against the surrenderingt  rading membe r.
(9) A letter is also sent to SEBI seeking pending dues, if any, from membe r.

(h) On the expiry of period for receipt of investor claims and on receipt of intimation of
dues amount, if any, from SEBI, the total amount payable by the member should be
appropriated against trading membe r& deposits available with the Exchange / NSCCL
and the trading member will be intimated accordingl y. In case the amount payable
exceeds the deposits, the trading Member would be intimated to bring in the requisite
amount within 21 days of intimation. Upon the failure of the member to do so within
21 days of intimation, the case shall be referred to the relevant authori ty for further

action.

1.9 SuspPension & €xPu lSlon of MeMBe rshiP

The Exchange may expel or suspend, fine under censure, warn, withd raw any of the membership
rights of a trading member if it is guilty of contravention, non-compliance, disobedience,
disregard or e vasion of any of the bye-laws, rules and regulations of the  Exchange or of any
resolutions, orders, notices, directions or decisions or rulings of the Exchange or the rele vant

authori ty.

1.9.1 Basis of Suspension of Membership

Following are some grounds on basis of which there can be suspension or expulsion of

membership:

0] Misconduct: A trading member is deemed guilty of misconduct for any of the following

or similar acts or omissions namely:
(a) Fraud or fraudulent act or if he is convicted of a criminal offence.

(b) Violation of the pr ovisions of any statute g overning the activities, business and

ope rations of the E xchange.

(c) Improper conduct.
(d) Failure to submit to or abide by arbit ration.
(e) Failure to testi fy or give information sought by the Exchange or any committee

or a ny other person authori ~ zed on that behal f.

® Failure to submit special returns in such form as the rele vant authori ty may from

time to time prescribe.
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(ii)

(iii)

(b)

(9) Failure to submit audited accounts.

(h) Failure to compare or submit accounts with defaulte r.

0] Failure to submit or make any false or misleading returns.
)] Make vexatious, malicious or fri ~ volous complaints.

(k) Failure to pay subscription fee, arbit ration charges etc.

Un-businessli ke conduct: A trading member is deemed guil ty of un-businessli ke conduct

for any of the following or similar acts or omissions namely:

(a) Transaction or business dealings in fictitious names.

(b) Circulation of rumours.

(©) Any unfair dealing in securities which does not reflect the true mar ket values.
(d) Mar ket manipulation and rigging.

(e) Unwarrantable business which effects purchases or sales for its account orany

account related to the trading membe r.

) If a trading member accepts less than a full and bonafide money payment in
settlement of a debt due by another trading member arising out of a transaction

in securities.
(9) Dishonoured cheque.
(h) Failure to carry out transactions with constituents.

Unprofessional conduct: A trading member is deemed guilty of unprofessional conduct

for any of the following or similar acts or omissions namely:

(a) Business in securities in which dealings not permitted

Business for defaulting constituent who failed to carry out engagements relating
to securities and is in default to another trading member

(c) Transacts in business with an insol vent without obtaining the consent of the
rele vant aut hority even if the individual has obtain ed his final discharge from an

insol vency court

(d) Carrying out his business during his suspension period

(e) Business with suspended, expelled and defaulter trading members

® Business for empl oyees of other trading members

(9) Business for Exchange empl oyees if it makes a speculati ve transaction in which

an empl oyee of the Exchange is directly or indirectly interested

(h) If it advertises for business purposes or issue regularly circular or other business
communications to persons other than its own constituents, trading members of

the Exchange, banks and joint stock companies or publishes pamphlets, circular
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(iv)

(v)

1.9.2

or any other lite rature or report or information relating to the stock mar kets with

its name attached

0] Evasion of margin requirements

)] Evasion of bro kerage charges

(k) Dealings with entities prohibited by SEBI to buy or sell or deal in securities
mar ket

Trading membe r& responsibili ty for partners, agents and empl oyees: A trading member
is fully responsible for the acts and omissions of its partners, authorised officials,
attorneys, agents, autho rised representati ves and empl oyees. If any such act which
is against the relevant rules and regulations is committed or omitted by them then
the trading member is liable to the same penalty to the same extent has that act or

omission been done or omitted by itsel f.

Suspension on failure to provide margin deposit and/or capital adequacy requirements:

The Exchange can suspend the business of a trading member when it fails to provide
the margin deposit and/or meets capital adequacy norms as provided in the Bye Laws,
Rules and Regulations. The trading member shall remain suspended until he furnishes

the necessary margin  deposit or meet the capital adequacy requirements.

Suspension  of Business

The relevant authori ty may require a trading member to suspend its business in part or in

whole under following conditions:

(@)

(b)

(©

Prejudicial business: When the relevant authori ty finds that the trading member

conducts business in a manner prejudicial to the Exchange by making purchases or

sales of securities or offers to purchase or sell securities for the purpose of upsetting
equilibrium  of the mar ket or bringing about a condition of demo ralisation in which

prices will not fairly reflect mar ket values, or

Unwarrantable business: When in the opinion of the relevant authori ty the trading
member engages in unwarrantable business or effects purchases or sales for its
constituen t& account or for any account in which it is directly or indirectly interested
which purchases or sales are excessive in view of its constituen t& or its own means and

financial resources or in view of the mar ket for such security, or

Unsatisfactory financial condition: When the relevant authori ty finds that the trading
member is ina bad finan cial condition andit cannotbe permittedto do business with

safety to its creditors or the Exchange.
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193

Removal of Suspension

The suspension of business as above shall continue until the trading member has been allowed

by the rele vant authori ty to resume business. It may be done on its paying such deposit or on

its doing such act or providing such thing as the rele vant authori ty may require.

194

Consequences  of Suspension

The suspension of a trading member has the following consequences:

(@)

(b)

(©

(d)

(€)

195

Suspension of membership rights: The suspended trading member shall during the
terms of its suspension be depri ved of and excluded from all the rights and privileges
of membershi p. It shall also include the right to attend or vote at any meeting of the

general body of trading members of the rele vant segment.

Rights of creditors unimpaired: The suspension should not affect the rights of the

trading members who are creditors of the suspended trading membe r.

Fulfilment of contracts: The suspended trading members are bound to fulfill contracts

outstanding at the time of its suspension.

Further business prohibited: The suspended trading member should not during the
terms of its suspension make any trade or transact any business with or through a
trading membe r. With the permission of the rele vant authori ty, howe ver it can close the

transactions outstanding at the time of its suspension.

Trading members not to deal with suspended trading member: No trading member is
allowed to transact in business with a suspended trading member during the terms of

its suspension except with the prior permission of the rele vant authori ty.

Consequences  of Expulsion

The expulsion of a trading member has the following consequences:

(@)

(b)

(©

(d)

Trading members hip rights forfeited: The expelled trading member shall forfeit to the
Exchange its right of trading membership and all rights and privileges as a trading
member of the Exchange including any right to the use of or any claim upon or any
interest in  any proper ty or funds of the Exchange but any liabili ty of any such trading
member to the Exchange or to any trading member of the Exchange shall continue and

remain unaffected by its expulsion.

Office vacated: The expulsion would create a vacancy in any office or position held by

the expelled trading membe r.

Rights of creditors unimpaired: The expulsion does not affect the rights of the trading

members who are creditors of the expelled trading membe r.

Fulfilment of contracts: The expelled trading members are bound to fulfill transactions

outstanding at the time of his expulsion and it may with the permission of the rele vant
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(€)

(f)

1.10

authori ty close such outstanding transactions with or through a trading membe r.

Trading members not to deal with expelled trading member: No trading member is
allowed to transact business for or with or share brokerage with the expelled trading

member except with the previous permission of the rele vant authori ty.

Consequences of declaration of defaulter to follow: The provisions of pertaining to
default and Protection Fund mentioned in the byelaws become applicable to the trading
member expelled from the Exchange as if such trading member has been declared a

defaulte r.

declara tlon of d efaulter

Atrading member may be declared a defaulter by direction /circular/notification  of the rele vant

authori ty of the trading segment if:

(@)
(b)

(©

(d)

(e)

(f)

(9)

(h)

he is unable to fulfill his obligations; or

he admits or discloses his inabili ty to fulfil or discharge his duties, obligations and
liabilities; or

he fails or is unable to pay within the specified time the damages and the money
difference due on a closing -out effected against him under the bye laws, rules and

regulations; or

he fails to pay any sum due to the Exchange or to submit or deliver to the Exchange

on the due date, deli very and recei ve orders, statement of differences and securities,

balance sheet and such other clearing forms and other statements as the relevant
authori ty may from time to time prescribe; or

if he fails to pay or deliver to the d e f a u | corenmitteed all monies, securities and other
assets due to a trading member who has been declared a defaulter within such time of
the declaration of default of such trading member as the rele vant authori ty may direct;
or

if he fails to abide by the arbit ration proceedings as laid down under the bye laws, rules

and regulations.

if he, being an individual and /or partnership firm, /it, being a compa ny incorpo rated
under the Companies Act, files a petition before a Court of Law for adjudication of

himself as an insol vent or for its windingu  p, as the case m aybe.

(1A) Wwithout prejudice to the foregoing, if a trading member is either expelled or
declared a defaulter by any other recognised stock exchange on which he is a member
or if the registration certificate is cancelled by SEBI, the said Trading Member may
be expelled from the Exchange after providing an opportuni ty of being heard to such

Trading Membe .
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() Notwithstanding  anything contained in this B yelaw, the t rading facili ty of the member
shall be withd rawn immediately after the receipt of information of expulsion /default by

any other stock exchange or cancellation  of regist ration certificate by SEBI.

1.11 Qautho r1Sed Persons

Trading members of the Exchange can appoint authorised persons in the Capital Market,
Futures & Options and Currency Derivatives Segments. Authorised Person is fliAny person -
individual, partnership firm, Limited Liability Partnership (LLP) or body corporate who is
appointed as such by a stock broker (including trading member) and who provides access to
trading platform of a stock exchange as an agent of the stock broker.0 Authorised Person can
recei ve remune ration - fees, charges, commission, salary, etc. for his services only from the
stock broker and shall not charge any amount from the clients. Accordingl y, stock broker can
share brokerage with the Authorised Person but shall not charge any amount directly from

the clients

The clients introduced by the authorised person should have a direct relationship with
the trading member i.e. the membe r-constituent agreement, know your client forms, risk
disclosure document, etc. are executed between the client and the trading membe r. This
implies that the authorised person is not allowed to have any trading relationship with the
clients. The trading member should issue the contract notes and bills directly to the client
i.e. the authori zed person should not issue contract notes, confirmati on memo and/or bills in
their name.

The clients introduced by the authorised person are required to deliver securities and make

payments directly in the trade name of the trading member (as appearing on the SEBI
registration certificate). Similarly, the trading member sh ould deliver securities and make

payments directly in the name of the clients.

1.12 SuB-Broke rs

Sub broker is an import ant intermediary between stock broker and client in capital mar ket
segment. The trading members of the Exchange may appoint sub-brokers to act as agents
of the concerned trading member for assisting the investors in buying, selling or dealing
in securities. The sub-brokers are affiliated to the trading members and are required to be
registered with SEBI. A sub-broker is allowed to be associated with only one trading member

of the E xchange.

Trading members desirous of appointing sub-brokers are required to submit the following

documents to the Membership Department of the Exchange:
(a) Copy of sub-broker - broker agreement duly certified by the trading members

(b) Application form for regist ration as a sub-broker with Securities and Exchange Board
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(©

(d)
(€)

(f)

(9)

(h)

i)

()

(k)

U

(m)

(n)

(0)

(p)

of India (Form B)

Recommendation letter to be given by the trading member with whom the sub-broker
is affiliated (Form C)

Reference Letter from the applicant & Banker

Reference letter from any other Third Party (Such as CA/CS/ Lawyer/Notary or other
Stock Broker

Declaration from Sub-Broker about Non-Conviction or presently not under trial for any

offence (On the letterhead of the sub broker)

Undertaking from Sub-Broker about Dealing directly with investors and not with any

unregistered intermediar  y. (On the letterhead of the sub bro ker)

Confirmation from sub  -bro ker that he has not applied through a ny other TM & also he
is not a member /Sub -broker of any of the Commodi ty Exchange (On the letterhead of
the sub broker)

Annexure Jor Ki Letter from Trading Memb er to NSE giving Undertaking about dealing
in fake and forged shares by the sub-broker as per circular no 69 dated July 23, 1997
ref no NSE/MEMB/0311.  To be gi ven by Trading member on their letterhead.

Annexure | i Letter from trading member undertaking to settle the obligations of the
sub-broker as per circular no 63 dated June 25, 1997 ref no NSE/MEMB/0282. To be
given by Trading member on their letterhead

Annexure O Certificate from sub broker relating to shareholding pattern as per circular

no 513 dated February 9, 2006 ref no NSE/MEM/7157. This needs to be submitted by

all sub -bro ker applicants including individuals on the letterhead.

Annexure 37 Undertaking for i F & Proper Pe r s oimthe name of entity & its partners/
Directors as per circular no 534 dated August 09, 2006 ref no NSE/MEM/7743. To be

given by Trading member on their letterhead

Proof of address of sub broker Telephone Bill, Electrici ty bill, Voter ID, Driving License,
Passport, MOA(Regist ration certificate), Rent agreement, Leave and License agreement,

Ration Card.

Annexure LT For Firms/Corpo rates 1 Sharing Pattern as per circular no 168 dated May
19, 2000 ref no NSE/MEM/1708. It should be certified by C A & signed by all partners/

directors.

Registered Partnership Deed and Registered partnership Certificate / MOA & AOA Along

with the Certificate of Incorpo ration

List of directors of sub broker as on specific date to be certified by CA/CS

The trading member has to ensure the settlement of all deals entered into by a trading
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member even if the deals may have originate d from its sub-broker.

The sub-broker will be required to adhere to NSE& 6 k n oyaur c | i e requsetnents. The

important documents relating to dealing through a sub-broker are given below:

1) Individual client regist ration application form
2) Non-individual client regist ration application form
3) Sub-broker client agreement

1.12.1  Eligibility

A sub-broker may be an individual, a partnership firm or a corporate. In case of corpo rate
or partners hip firm, the directors or partners and in the case of an individual sub-broker

applicant should comply with the following requirements:
(a) They should not be less than 21 years of age;
(b) They should not have been convicted of any offence involving fraud or dishones ty;

() They should have either passed 12th standard equivalent examination from an institution
recogni zed by the Government or 10th standard with 2 years of work experience in

securities mar ket.

(d) They should not have been debarred by SEBI

1.12.2 Registration

No sub-broker is allowed to buy, sell or deal in securities, unless he or she holds a certificate
of regist ration granted by SEBI. Sub-brokers are r equired to obtain certificate of regist ration
from SEBI in accordance with SEBI (Stock Brokers & Sub-brokers) Rules and Regulations,
1992, without which they are not permitted to buy, sell or deal in securities. SEBI may grant

a certificate to a sub-broker, subject to the conditions that:
(@ he should pay the fees in the prescribed manner;

(b) he should take adequate steps for redress of grie vances of the investors within one
month of the date of the receipt of the complaint and keep SEBI informed about the

numbe r, nature and other particulars of the complaints received;

(c) in case of any change in the status and constitution, the sub-broker should obtain prior
permission of SEBI to continue to buy, sell or deal in securities in any stock exchange;

and

(d) he should be authorised in writing, by a stock-broker being a member of a stock

exchange for affiliati ng himself in buying, selling or dealing in securities.

The applicant sub-bro ker should submit the required documents to the stock exchange with
the recommendation of a trading membe r. After verifying the documents, the stock exchange

may forward the documents of the applicant sub-broker to SEBI for regist ration. A sub-broker
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can trade in that capacity after getting himself registered with SEBI. The Exchange may not

forward the application of the sub-broker to SEBI for regist ration if the applicant dealt with

fake, forged, stolen, counterfeit etc. shares and securities in the mar ket.

1.12.3 Cancellation  of Registration

In case a trading member / sub-broker intends to cancel the regist ration as a sub-broker, the

sub-broker is required to the following documents:

1.

Request letter of the Trading member for surrender of sub-broker regist ration (on the
letter head of TM);

Undertaking from the Trading Member (on the letter head of TM).

Application from Sub-Broker for surrender of regist ration (Annexure |1I), if the sub

brokerist raceable.

If the sub broker is non-traceable than a copy of termination notice served to the sub

bro ker along with the proof of deli very bythe Trading Membe r.

Note: the difference between the proof of delivery of termination notice and the date
of application to  Exchange for surrender  of sub -broker registration should be 30 days

or more.

Copy of public notification intimating the investors/gene ral public of the surrender
of regist ration of sub broker and not to deal with such sub broker, issued in the local
newspaper with wide circulation where the sub bro ker& place of work is situated 1 (The

content of the advertisement should be in English)
SEBI regist ration certificate of the Sub -Broker in original.

In case the original certificate is lost, FIR copy along with the affid avit must be submitted
to SEBI in this regard by the concerned Trading Member and the Sub-Broker separately
on stamp paper of Rs.100/ - or of appropriate value as defined in the stamp act, duly

notari zed.

An undertaking from the member that SEBI has not taken/ initiated any action like
enquiry proceedings / cancellation / suspension of regist ration / debarred / administ rative
warning or prohibited from dealing in securities mar ket / imposed penal ty after enquiry

/ adjudication / prosecution etc. against the sub -broker

PAN card of the sub-broker truly certified by the trading member

1.13 Broker -CllentS [elatlonS

1.13.1 Client Registration Documents

The trading member (TM) is required to enter into an agreement in the specified format

provided by NSE with the client before accepting orders on latte r& behal f. The agreement is
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executed on non-judicial stamp paper of adequate value, duly signed by both the parties on
all the pages. Copy of the agreement has to be kept with the TM permanentl y. The agreement

should contain all the clauses mentioned in Uniform Documentary Requirement (UDR). Stock
bro ker may incorpo rate a ny additional clauses in these documents pr ovided these are not in
conflict with any of the clauses in the model docum ent, and also the rules, regulations, articles,
byelaws, circulars, directi ves and guidelines. There should be segregation of mandatory and
voluntary documents/clauses pertaining to client registration in separate docket (compilation

of document s). In case of internet trading, in addition to clauses mentioned in UDR, the client

has to mention clauses pertainingto internet trading.

Under i Kn oYour Client ( KY C)eguirements, the TM should seek information such as:
investor risk profile, financial profile, investor identification details, address details, income,
PAN numbe r, empl oyme nt, age, investments experience, trading preference. The TM has
to obtain recent passport size photog raph (photog raphs of partners/whole time directors,
individual promoters holding 5% or more, either directly or indirectl y, in the shareholding of
the compa ny and of persons authori zed to deal in securities, and of each of their clients in
case of individual clients). The TM should also take proof of identification and address of the
client. In-person verification should be done by the trading membe r& staf f, name & signature
of the person doing the in-person verification together with the stamp of trading member
should be there on the KYC form.

Under Member Constituent Agreement (MCA), trading members are required to make the
constituent/clients  aware of (a) trading segment to which TM is admitted, (b) particulars of
SEBI regist ration numbe r, (c) the precise nature of the trading membe r& liabili ty for business
to be conducted, (d) basic risks involved in trading on the Exchange (equity and other
instruments) including any limitations on the liability and the capacity in which the trading

member acts.

In order to assess the risk involved in trading, TM is required to issue Risk Disclosure Document
(RDD) * in such format, as m ay be prescribed by the E xchange from time to  time and should

obtain the same from his constituents duly signed.

A stoc k-bro ker should not deal knowingl y, directly or indirectl y, with a client who defaults to

another stoc k-bro ker. There is no limit on the number of clients for a TM.

Copy of the client regist ration docum ents is required to be sent to the clients. Trading member

must ensure periodic review of client& financial information & client database.

1.13.2 Unique Client Code (UCC)

SEBI has made it mandatory for all trading members/bro kers to use unique client codes for
all clients. Brokers are required to collect and maintain the Permanent Account Number (PAN)
allotted by Income Tax Department for all their clients.

Brokers should verify the documents with respect to the unique code and retain a copy of the
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document. They are also required to provide the PAN and UCC of their clients to the stock
exchanges/clearing corpo rations and these details have to be updated before placing orders
for the clients. The stock exchanges are also required to maintain a database of client details

submitted by bro kers.

1.13.3 Margins from the Clients

Members should have a prudent system of risk management to protect themsel ves from client
default. Margins are an important element of such a system. The policy of risk management
addressing the margin requirements should be well documented and be made accessible to the
clients and the stock exchanges. In capital mar ket segment, howe ver, the quantum of these
margins, the form and the mode of collection areleft to the discretion of the members 5. The
margin so collected is kept separately in the client bank account/client beneficiary account. In
case of default, they are utili zed for making payment to the clearing corpo ration for margin

and settlement with respect to that client.

1.13.4 Execution of Orders

Where the constituent requires an order to be placed or any of his order to be modified
after the order has entered the system but has not been traded, the trading member may,
if it so desires, obtain order placement/modification details in writing from the constituent.
The trading member should accordingly provide the constituent with the relevant order

confirmation/  modification slip or copy thereo f, fort hwith, if so required by the constituent.

Where the constituent requires any of his orders to be cancelled after the order has been
entered in the system but has not been executed, the trading member may, if it so desires,
obtain the order cancellation details in writing from the constituent. The trading member should
accordingly provide the constituent with the relevant order cancellation details, fort hwith, if
so required by the constituent. The trading member may, if it so desires, obtain in writing,
the delivery and payment requirement in any instructions of an order that it recei ves from the

constituent.

Where a trading member receives a request for order modification or order cancellation from
the constituent, it should duly bring it to their notice that if the total order results in a trade

in the meantime, the requests for modification or cancellation cannot be executed.

1.13.5 Contract Note

Contract note is a confir mation of trade(s) done on a particular day for and on behalf of a
client. A stock-broker should issue a contract note to his clients for trades (purchase/sale of
securities). The contract note should contain name and address (registered office address as
well as dealing office address) of the TM, the SEBI regist ration number of the TM, details of
trade viz. order numbe r, trade numbe r, order time, trade time, security name, quanti ty, trade

price, brokerage, settlement number and details of other levies.
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As per Regulation 18 of SEBI (Stoc k-Brokers & Sub-Brokers) Regulations, 1992, the TM should

preser ve the duplicate copy of the contract notes issued for a minimum of five years. The TM

should ensure that:

(a) Contract note is issued to a client within 24 hours and should be signed by the trading
member or by an authori zed signatory trading membe r.

(b) Contract notes are in the prescribed forma t°.

(c) Stamp duty is paid,

(d) All statutory levies are shown separately in the contract note

1.13.6 Payments/Delivery of Securities to the Clients

Every TM should make payments to his clients or deliver the securities purchased within one

working day of pay-out unless the client has requested otherwise.
1.13.7 Brokerage

The maximum brokerage chargeable by TM in respect of trades effected in the securities
admitted to dealing on the CM segment of the Exchange is fixed at 2.5% of the contract price,
exclusive of statutory levies. This maximum bro kerage is inclusi ve of sub-brokerage. The
bro kerage should be indicated separately from the price, in the contract note. The TM may not

share brokerage with a person who is a TM or in empl oyment of another TM.

For example: If a client has sold 10000 shares of a scrip @ Rs. 50, what is the maximum

bro kerage that the client can be charged?
In this case, the maximum bro kerage = brokerage rate* value of the transaction

= 2.5 %*( 10000 shares *Rs. 50) = Rs. 12,500

1.13.8 Segregation  of Bank Accounts

The TM should maintain separate bank accounts for client®& funds and own funds. It is
compulsory for all TMs to keep the money of the clientsin a separate account and their own
money in a separate account. Funds should be transferred from the client account to the
clearing account for the purpose of funds pay-in obligations on behalf of the clients and vice -
versa in case of funds pay-out. No payment for transaction in which the TM is taking position

as a principal is allowed to be made from the client& account.

4 The said document s are to be obtaine d as per Exchang e circula r NSE/INSP/538 7 dt. 27-Aug-04
5 SEBI/MRD/DoP/SE/Ci  r-07/200 5 date d Februar y 23, 2005
6  As per circula r NSE/LEGL/703 6 date d Januar y 05, 200 6 in Cash Market segmen t
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1.13.9 Segregation of Demat (Beneficiary) Accounts

The trading members should keep the dematerialised securities of constituents in a separate
beneficiary account distinct from the beneficiary account maintained for holding their own
dematerialised securities. No delivery towards the own transactions of the trading members
is allowed to be made from the account meant for constituents. For this purpose, every
trading member is requir ed to open a beneficiary account in the name of the trading member
exclusively for the securities of the constituents (to be referred to asfic on st i baneficarys 6
accoun to ) A trading member may keep one consolidated c on st i themeficiarg daccount for

all its constituents or different accounts for each of its constituents as it may deem fit.

1.14 SuB-Broker -CllentS TrelatlonS

1.14.1 Relationship with clients

A sub-broker is required to enter into a tripartite agreement with its clients and the stock
bro ker specifying the scope of rights and obligations of the sub -broker, the stock bro ker and
such client of the sub-broker as per the format prescribed by SEBI for dealing in securities
in cash segment. There should be privacy of contract between the stock broker and the sub-

bro ker® client. A sepa rate agreement has to be e xecuted for each E xchange.

Sub-broker is required to help the client in redress of grie vance in respect of transactions
executed through its associated broker. Sub-broker is also required to assist and co-operate in
ensuring faster settlement of any arbit ration proceeding arising out of the transaction entered

through its associated broker and is jointly/se verally liable to implement the arbit ration award.

A sub-broker should provide assistance to stock broker and clients to reconcile their accounts
at the end of each quarter with refer ence to all the settlements where payouts have been

declared during the quarte .

1.14.2 Contract notes

A stock broker should issue contract note as per the format prescribed by the Exchange to
client introd uced through a sub-broker. A sub-broker should render necessary assistance to
its client in obtaining the contract note from the stock broker. Sub-broker should not issue

any cont ract note or confirmation memo to its client.

1.14.3 Securities/ Funds

Transactions in securities executed on behalf of a client introduced through the sub-broker
should be settled by delivery/ payment between the stock broker and the client directl vy,
in accordance of the rules, regulations and byelaws of the Exchange and such settlements
should not take place through sub-broker. Delivery of securities and payment of funds relating

to the transactions of a client introduced by the sub-broker should be directly between the
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stock broker and the client of the sub broker.

1.15 | hve stor Service Cell and arBltration

Investor complaints received against the trading members / companies in respect of claims/
disputes for transactions executed on the Exchange are handled by the Investor Service
Cell (ISC). The complaints are forwarded to the trading members for resolution and seeking
clarifications. The ISC follows -up with the trading members and makes efforts to resolve
the complaint expeditiousl y. In certain cases, on account of conflicting claims made by the
investor and the trading membe r, when it is not possible to administ ratively resolve the
complaint, investors are advised to take recourse to the arbit ration mechanism prescribed by

the E xchange.

Arbit ration, which is a quasi judicial process, is an alternate dispute resolution mechanism
prescribed under the Arbit ration and Conciliation Act, 1996. The Exchange bye-laws prescribe
the pr ovisions in respect of arbit ration and the procedure therein has been prescribed in the
regulations. The reference to arbit ration should be filed within six months from the date when
the dispute arose. The  timeta ken by the ISCis e xcluded by the arbit rator, while considering

the issue of limitation.
1.16 Code of advertl SeMent

Trading Members of the Exchange while issuing advertisements in the media have to comply
with the Code of Advertisement prescribed by the Exchange. In pursuance of that, a copy of
an advertisement has to be submitted to the Exchange to get a prior approval before its issue
in publication/media.  The trading members may apply for approval of advertisement as per
the application format. Trading Members not complying with the Code of Advertisement may

have to face disciplinary proceedings.
The code of Advertisement is as follows:

1. Advertisement shall include all forms of communications issued by or on behalf of
Stock Bro ker in publicly available media that m ay influence investment/sale decisions

of any i nvestor/prospecti ve investors.

2. Forms of communications shall include, form of document, pamphlets, circulars,
brochures, notice or any research reports or any other literature or information,
material published, or designed for use in a newspape r, magazine, SMS or other
periodical, radio, television, telephone or tape recording, video tape display, signs or
bill boards, motion pictures, telephone directories (other than routine listings) or other
public media including websites or emails, whether in print or audio visual form or used

in workshop/seminar or public speaking or in a ny other manne .
3. Advertisement/Material ~ shall contain:

3.1 Name of the Stock Broker, registered office address of the membe r, SEBI Regist ration No
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3.2.

3.3.

3.4,

3.5.

3.6.

3.7.

3.8.

4.1.

4.2.

4.3.

(all registration numbers and names of the Exchanges in case of multiple memberships)

/ Stock Bro ker ID allotted by Exchange and logo of the Stock Bro ker, if a ny.
Information which is accu  rate, true, fai r, clea r, complete, unambiguous and concise.

Standard warning in legible fonts (minimum 10 font size) which states dnvestment in
securities market are subject to market risks, read all the related documents carefully
before investing .6 No addition or deletion of words shall be made to the standard
warning. In audio -visual media based advertisements, the standard warning in visual
and accompa nying voice over reite ration shall be audible in a clear and understandable
manne r. For example, in standard warning both the visual and the voice over reite ration
containing 17 words running for at least 5 seconds may be considered as clear and

understandable.

In case the mode of advertisement is SMS/Message/ Pop-up, etc. and the details such as
full name, logo, full registered office address, SEBI regist ration numbers and standard
disclaimer are not mentioned, then official website hyperlink has to be provided in such

SMS/Message/ Pop-up, etc. and the website must contain all such details.

If there is mentioning of content pertaining to any other business activity such as
Mutual Funds, IPO, Insurance, Commodities, Bonds, Fixed Deposits, Loans, etc., in
the advertisement, then respecti ve regist ration number(s) where applicable should be

mentioned.

If the member is only a distributor/s for any of the products mentioned in the
advertisement, disclaimer that they are only distributor/s of such products should be

specifically mentioned in the disclaime r.

In case any specific securi ty/securities are displ ayed in the advertisement as examples,

disclaimer that A T hsecurities quoted are exemplary and are not r ecommendat or y ¢

should be mentioned.

If the advertisem ent contains prepaid Brokerage schemes, Exchange circular (ref.
no. NSE/INSP/26252 dated March 24, 2014) regarding pre-paid schemes should be
complied with. In case anything related to the brokerage rates offered by the member
is mentioned in the advertisement, then a disclaimer stating that the i B kerage will

not e xceed the SEBI prescribed limi td0 shoul d be mentioned.
Advertisement/Material ~ shall not contain:

Anything which is otherwise prohibited for publication under the relevant Act,

unwarranted, or ma ke any promises.

Statements which are false, misleading, biased or decepti ve, based on assumptions

projections.
Shall not contain a ny misleading or decepti  ve testimonials.
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4.4,

4.5.

4.6.

4.7.

4.8.

4.9.

4.10.

4.11.

4.12.

5.1.

5.2.

5.3.

5.4.

5.5.

5.6.

Statements which directly or by implication or by omission m ay mislead thei nvestor.

Any statement designed as likely to be misunderstood or likely to disguise the

significance of the statement.
Any statement designed to exploit the lack of experience or knowledge of the investors.

Any slogan that is exagge rated or unwarranted or slogan that is inconsistent with or

unrelated to the nature and risk and return profile of the product.
Any promise or gua rantee of assured return to the gene ral i nvestors.

Any statement which directly or indirectly discredits other advertisements or Stock

Broker or ma ke unfair comparisons.

Representations made about the perfor mance or activities of the broker unless
accompanied by data regarding performance, disclosures of all the risk factors, etc.
and disclaimer that A S u cdpresentations are not indicati ve of future results @ Such

disclaimer shall be in the same font as the rest of the ad vertisement.

Superlati ve terms, such as best, no. 1, one of the best, among mar ket leaders, etc.
unless such terms is provided by an entity independent of the Stock Broker and its
affiliates, and whose services are not procured by the Stock Broker or any of its affiliates

to assign the Stock Bro  ker such term.

Recommendations such as BTST (buy today and sell tomorrow), ATST (acquire today
and sell tomorrow) etc. cannot be mentioned in the advertisement as per Exchange

circularre f. no. NSE/COMP/13186 dated October 05, 2009.
Compliance and Other Requirements:

Prior appr oval for the advertisement/material to be obtained from the Stock Exchange

before issue.
No celebrities shall form part of the ad vertisement/material.

Statistical informa tion, charts, graphs, etc. when used should be supported by their

source, if any

Where advertising claims are expressly stated to be based on or supported by
independent research or assessment, the source and date of this should be indicated

in the advertisemen t.

In the e vent of suspension of any Stock Bro ker by the Exchange, the Stock Bro ker so
suspended shall not issue any advertisement either singly or jointly with any other

Stock Bro ker, during the period of suspension.

In the event of any proceeding/action initiated against a Stock Broker by a regulatory
body other than the Exchange, the Exchange reserves the right to direct the Stock

Broker to ref rain fromissuinga ny ad vertisement for such a period as it m ay deem fit.
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5.7.

5.8.

5.9.

5.10.

The Stock Broker shall not involve/engage in games/leagues/schemes/competitions

etc. which m ay involve distribution of pri  ze monies/medals/gifts, etc.

These norms shall be applicable to any other investment/consultancy agencies
associated with the Stock Broker concerned and issuing advertisement wherein the

Stock Bro ker has been named in the ad vertisement.

Copy of the advertisement shall be submitted to the Exchange atleast seven days in

advance before its issue.

Further to Exchange circular ref. no. NSE/COMP/30985 dated October 21, 2015 wherein
members were instructed to submit an undertaking alongwith every advertisement
submitted for appr oval, the updated undertaking format in compliance with the revised
Code of Advertisement for Stock Brokers is provided at Annexure Il circular ref. no.
NSE/COMP/33643 dated 16 N ovember 2016.
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CHAPTER 2: TRADING

2.1 | ntroduction

In the past, the trading on stock exchanges in India was based on open outcry system. Under
the system, brokers assemble at a central location usually the exchange trading ring, and
trade with each other. This was time consuming, inefficient and imposed Ilimits on trading
volumes and trading hours. In order to provide efficienc y, liquidi ty and transparenc y, NSE
introduced a nation -wide on-line, full y-automated screen based trading system (SBTS). Under
this system a trading member can punch into the compute r, the number of securities and the
prices at which he would like to transact. The transaction is executed as soon as it finds a
matching sell or buy order from a counter party. See Box no. 3.1 for advantages of SBTS. This
system was readily accepted by mar ket participants and in the very first year of its operation,

NSE became the leading stock e xchange in the countr .

Technology has been used to carry the trading platform from the trading hall of stock
exchanges to the premis es of brokers. NSE carried the trading platform further to the PCs at
the residence of investors through the Internet. This made a huge difference in terms of equal

access toi nvestorsin ageog raphically vastcountryli ke India.

The trading network is depicted in Figure 2.1. NSE has a main computer which is connected
through Very Small Apert ure Terminal (V SAT) installed at NSE office. The main computer runs
on a fault tole rant STRATUS mainf rame computer at the Exchange. Brokers have terminals
(identified as the PCs in the Figure 2.1) installed at their premises which are connected

through V SATs/leased lines/modems.

Box 2.1: Advan tage s of the Screen -Base d Tradin g System (SBTS)

A It electronically matche s orders on a strict price/time priority and hence cuts down
on time, costand risk of error, as well as on fraud resulting in impr oved operational

efficienc y.

A It allows faster incorpo ration of price sensitive information into prevailing prices,

thus increasi ng the informationa | efficienc y of mar kets.

A It enables market participants , irrespect ive of their geog raphical locations, to trade

with one anothe r simult aneousl y, impr oving the dept h and liquidi ty of the mar ket.

A It provides full anonymity by accepting orders, big or small, from members without

revealing thei r identi ty, thus providing equal access to everybod vy.

A It also provides a perfect audit trail, which helps to resol ve disputes by logging in the

trade executio n proces s in entire ty.
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Satellite

NSE Mainf rame Broker& premises

Figure 2.1. Trading Network

An investor informs a broker to place an order on his behal f. The broker enters the order
through his personal computer and sends signal to the Satellite via VSAT/leased line/modem.
The signal is directed to a mainf rame computer at NSE via VSAT at NSE& office. A message
relating to the order activi ty is broadcast to the respecti ve membe r. The order confirmation
message is immediately displayed on the PC of the broker. This order matches with the
existing passive order(s), otherwise it waits for the active orders to enter the system. On

order matching, a message is broadcast to the respecti ve membe r.

The trading system operates on a strict price time priori ty. All orders received on the system
are sorted with the best priced order getting the first priori ty for matching i.e., the best buy

orders match with the best sell orde r. Similar priced orders are sorted on time priori ty basis,

i.e. the one that came in early gets priori ty over the later one. Orders are matched automatically

by the computer keeping the system transparent, objecti ve and fair. Where an order does
not find a match, it remains in the system and is displayed to the whole mar ket, till a fresh
order comes in or the earlier order is cancelled or modified. The trading system provides
tremendous flexibili ty to the users in terms of kinds of orders that can be placed on the
system. Several time -related (immediate or cancel), price -related (buy/sell limit and stop loss
orders) or volume related (disclosed quanti ty) conditions can be easily built into an order. The
trading system also provides complete mar ket information on-line. The mar ket screen at any

point of time provides complete information on total order depth in a security, the five best
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buys and sells available in the mar ket, the quanti ty traded during the day in that security, the
high and the low, the last traded price, etc. Investors can also know the fate of the orders
almost as soon as they are placed with the trading members. Thus, the National Exchange
for Automated Trading (NEAT) system provides an Open Electronic Consolidated Limit Order
Book (OEC LOB).

Limit orders are orders to buy or sell shares at a stated quanti ty and price. If the price -
qguanti ty conditions do not match, the limit order will not be executed. The term 6| i ondet
b o o kefers to the fact that only limit orders are stored in the book and all mar ket orders
are crossed against the limit orders sitting in the book. Since the order book is visible to all

market participants, it is ®6ermed as an 6Open Book

2.2 neat SysteMm

NSE is the first exchange in the world to use satellite communication technology for trading.
Its trading system, called National Exchange for Automated Trading (NEAT), is a state of-the-
art client server based application. At the server end all trading information is stored in an
in memory database to achieve minimum respon se time and maximum system availabili ty
for users. It has uptime record of 99.7%. For all trades entered into NEAT system, there is
uniform response time of less than one second. The NEAT system supports an order driven
mar ket, wherein orders match on the basis of time and price priori ty. All quanti ty fields are
in units and prices are quoted in Indian Rupees. The regular lot size and tick size for various

securities t raded is notified by the E xchange from time to time.

2.3 Market types
The Capital Market system has four types of mar ket:

0] Normal Market: Normal market consists of various book types in which orders are
segregated as Regular Lot Orders, Special Term Orders, and Stop Loss Orders depending

on the order attributes.

(i) Auction Market: In the auction mar ket, auctions are initiated by the exchange on behalf
of trading members for settlement related reasons. The main features of this mar ket

are detailed in a sepa rate section (3.13) on auction.

(i) Odd Lot Market: The odd lot mar ket facility is used for the Limited Physical Market
and for the Block Trades Session. The main features of the Limited Physical Market are
detailed in a separate section (3.14). The main feat ures of the Block Trades Session are

detailed in a sepa rate section (3.15).
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2.4

trad Ing Sy steM Users h lerarchy

The trading member has the facility of defining a hierarchy amongst its users of the

NEAT system. This hie rarchy is depicted in Figure  2.2.

Corporate

Manager

[ |
Branch 1 Branch 2

s Dealer 11 Dealer 21

mm Dealer 12 Dealer 22

Figure 2.2: Trading System users hierarchy

The users of thet rading system can logon as either of the user type. The significance of

each type is explained below:

(0

(ii)

(iii)

2.5

Corporate Manager: The corporate manager is a term assigned to a user placed at
the highest level in a trading firm. Such a user receives the end-of-day reports for all
branches of the trading membe r. The facility to set branch order value limits and user
order value limits is available to the corpo rate man ager. He can view outstanding orders
and trades of all users of the trading member and can also cancel/modi fy outstanding

orders of all users of thet  rading membe r.

Branch Manager: The branch manager is a term assigned to a user who is placed under
the corporate manage r. The branch manager receives end-of-day reports for all the
dealers under that branch. He can set user order value limit for each of his branch. He
can view outstanding orders and trades of all users of his branch and can also cancel/

modi fy outstanding order of all users of his b ranch.

Dealer: Dealers are users at the lowest level of the hierarchy. A dealer can view and
perform order and trade related activities only for himself and do not have access to

information on other dealers under either the same b ranch or other b ranches.

local dataBase

The local database provides a faster response time to the users. All inquiries made by a

user for own orders/t rades are serviced through the local database. If howe ver, a corpo rate
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manager or branch manager makes inquiries for orders of any dealer/b ranch manager of the
trading firm, then the inquiry is serviced by the host. The data stored in the local database
include system messages, security related information and order/t rade related data of the

user.

2.6 Market Phases

The trading system is normally made available for trading on all days except Saturd ays,
Sund ays and other holid ays. Holid ays are declared by the Exchange from time to time. A

trading day typically consists of a number of discrete stages as below:

0] Opening: The trading member can carry out the following activities after login to the

NEAT system and before the mar ket opens for trading:

(a) Set up Market Watch (the securities which the user would like to view on the

screen)

(i) Pre-open: The pre-open session is for a duration of 15 minutes i.e. from 9:00 am
to 9:15 am. The pre-open session is comprised of Order collection period and order

matching period.

The order collection period of 8% minutes shall be provided for order entr y, modification
and cancellation. (* - System driven random closure between 7th and 8th minute).

During this period orders can be entered, modified and cancelled.

The information like Indicati ve equilibrium / opening price of scrip, total buy and sell
quanti ty of the scrip is disseminated on the NEAT Terminal to the members on real time

basis.

Indicati ve NIFTY 50 Index value & % change of indicati ve equilibrium price to previous
close price are computed based on the orders in order book and are disseminated

during pre -open session.

Order matching period starts immediately after completion of order collection period.
Orders are matched at a single (equilibrium) price which will be open price. The order

matching happens in the following sequence:

A Eligible limit orders are matched with eligible limit orders
A Residual eligible limit orders are matched with mar ket orders
A Mar ket orders are matched with mar ket orders
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Equilibrium price determination

In a call auctio n price mechanism, equilibrium price is determine d as show n below.

Assum e that NSE received bids for particular stock xyz at different prices in between

9.00 am & 9:07/08 am. Based on the principle of deman d supply mechanism, exchang e
will arrive at the equilibrium price - price at which the maximum number of share s can
be bought / sold. In below example , the opening price will be 105 wher e maximum

27,50 0 shares can be traded.

Demand/Suppl i

Share Price Order Book , sch eleJ) [I)ey I\:Ir::((jl;nbl:;n
Buy Sell Demand Supply Quantity

100 13500 11500 50500 11500 11500

104 9500 9500 37000 21300 21300

105 12000 15000 27500 36300 27500

106 6500 12000 15500 48300 15500

107 5000 12500 9000 60800 9000

108 4000 8500 4000 69300 4000

During order matching period, order modification, order cancellation, trade modification
and trade cancellation is not allowed. The trade confirmations are disseminated to
respecti ve members on their trading terminals before the start of normal mar ket. After
completion of order mat ching there is a silent period to facilitate the transition from
pre -open session to the normal mar ket. All outstan ding orders are moved to the normal
mar ket retai ning the original time stam p. Limit orders are at limit price and mar ket
orders are at the discovered equilibrium price. In a situation where no equilibrium price
is discovered in the pre-open session, all mar ket orders are moved to normal mar ket
at previous day® close price or adjusted close price / base price following price time
priori ty. Accordingl y, Normal Market and Odd lot Market opens for trading after closure
of pre-open session i.e. 9:15 am. Block Trading session is available for the next 35

minutes from the open of Normal Mar ket.

The opening price is determined based on the principle of demand supply mechanism.
The equilibrium price is the price at which the maximum volume is executable. In case
more than one price meets the said criteria, the equilibrium price is the price at which
there is minimum unmatched order quanti ty. In case more than one price has same
minimum order unmatch ed quanti ty, the equilibrium price is the price closest to the
previous day®& closing price. In case the previous day®& closing price is the mid -value
of pair of prices which are closest to it, then the previous day® closing price itself will
be taken as the equilibrium price. In case of corpo rate action, previous day® closing

price is adjusted to the closing price or the base price. Both limit and mar ket orders
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(iii)

(iv)

v)

(vi)

2.7

are reckoned for comput ation of equilibrium price. The equilibrium price determined in
pre -open session is considered as open price for the day. In case if only mar ket orders
exists both in the buy and sell side, then order is matched at previous days close price
or adjusted close price / base price. Previous day® close or adjusted close price / base
price is the opening price. In case if no price is discovered in pre-open session, the

price of firstt rade in the normal mar ket is the open price.

Normal Mar ket Open Phase: The open period indicates the commencement of trading
activi ty. To signi fy the start of trading, a message is sent to all the trader workstations.

The market open time for different mar kets is notified by the Exchange to all the trading
members. Order entry is allowed when all the securities have been opened. During this
phase, orders are matched on a continuous basis. Trading in all the instruments is
allowed unless they are specifically prohibited by the Exchange. The activities that are
allowed at this stage are Inquir y, Order Entry, Order Modification, Order Cancellation

(including quick order cancellation), Order Matching and Trade Cancellation.

Market Close: When the mar ket closes, trading in all instruments for that mar ket comes
to an end. A message to this effect is sent to all trading members. No further orders
are accepted, but the user is permitted to perform activities like inquiries and trade

cancellation.

Post-Close Market: This closing session is available only in Normal Market Segment.
Its timings are from 3.40 PMto 4.00 PM. Only mar ket price orders are allowed. Special
Terms, Stop Loss and Disclosed Quanti ty Orders, Index Orders are not allowed. The
trades are considered as Normal Market trades. Securities not traded in the normal

mar ket session are not allowed to participate in the Closing Session.

Surcon: Surveillance and Control (SURCON) is that period after mar ket close during
which, the users have inquiry access only. After the end of SURCON period, the system
processes the data for making the system available for the next trading day. When the
system starts processing data, the inte ractive connection with the NEAT system is lost

and the message to that effect is displ ayed atthet rader workstation.

|ogg|ng On

On starting NEAT application, the logon screen appears with the following detail:

0] User ID

(ii) Trading Member ID

(i) Password

In order to sign on to the system, the user must specify a valid User | D, Trading Member ID

and the corresponding password. A valid combination of User ID, Trading Member ID and the

53



password is needed to access the system. Figure 3.3 shows screenshot of log on screen of
NEAT CM.

(@] NEAT 28 SEP2006 14:44:40  [0] %)

CONFIRM CANCEL EXIT REPORT LOAD DB

Figure 2.3: Logon Screen of NEAT CM

Following are the details of the Log -on screen:

(i)

(ii)

(iii)

User ID: Each trading member can have more than one user ID. The number of users
allowed for each trading member is notified by the Exchange from time to time. Each
user of a trading member must be registered with the Exchange and is assigned a

unique user | D.

Trading Member ID: The Exchange assigns a trading member ID to each trading
membe r. The t rading member ID is unique and functions as a reference for all orders/
trades of different users. This ID is common for all the users of a particular trading

membe r. The t rading member ID and user IDs form a unique and valid combination.

It is the responsibili ty of the trading member to maintain adequate control over the
persons having access to user IDs. The trading member should request the Exchange
for changes in names of the users of user ID, especially when there are changes in the

users who are dealing on behalf of the t rading membe .

Password: When a user logs in for the first time, he has to enter the default password
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60 Neat @CMdviled by the exchange. On entering this password, the system
requests the user to enter a new password in the 'New Pa s s w o field.6On entering
the new password, the system requests for confirmation of this new password. This
new password is known to the user only. See box no. 2.2 for features of User ID and

Password.

Box 2.2: Feature s of User I D and Password

Location Specific User ID: Earlier, it was possible for the members having connectivi ty at more
than one location to use the allotted user IDs interchangeably from eithe r location. This gave
rise to various systems security relate d problems. To reduce such potentia | risks associated
with the membe r& workstation, the exchange assigns user ID to a specific location. So,
whene ver a user attempt s to log on to the trader workstation, the syste m checks for a valid

location for that user ID in the database at the host end.
Password:

A The password should contain minimum of six characters and maximum of eight
characters in length. A combination of characters and numbers is allowe d in the

password .

A The password can be changed if the user desires so and a new password can be

entered . The new password must be differen t from the old password.

A Passwor d appear s in the encrypte d form and thus complet e secrecy is maintained
The system ensure s the change in password for all users (password expiry period is

parameteri zed by th e exchange) .

A In the event of the user forgetting his password, the trading membe r is requ ired to
reset the password from his corporate manager user id. In case the corpo rate
manager id is disabled then he is required to inform the exchange in writing,
requesting to reset the password. The user passwor d is reset to the default
passwor d set by the exchange . The user can login by enterin g a new passwor d as per

th e procedure outline d above.

A When a user tries to login with a wron g password a message Onvalid Sign o n &
displ ayed. If three attempts are made by a user to log on with an incorrec t
password , then that user is automatically disabled . In case of such an event, the
trading membe r is requ ired to reset the password from his corpo rate manager user id.
In case the corporate manager id is disabled the n he is required to makes a writte n
reques t to the exchange for resetting of password . The user password is reset to the

default passwor d set by the exchange. The user can login by entering a new password

as per the procedure outlined above.
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2.8

|og off/ €xit froM the a@PPlication

One can exit from the application as and when one desires before the surcon period. On

invoking the log off screen, the following options are displayed to the user. Figure 3.4 shows

screenshot of log off screen of NE AT CM.

(i)

(ii)

(iii)

@) NEAT

Permanent Sign Off: As the name suggests, a user can log off permanently from the
trading system by selecting this option. The user is logged off and the log on screen

appears.

Tempo rary Sign Off: Tempo rary sign off is a useful feature that allows the user to disallow
the use of the trading soft ware without actually logging off. During a tempo rary sign - off
period, the application continues to receive all mar ket updates in the background. The
user, howe ver, cannot enter orders or make inquiries. This allows the user to leave the
trading system tempo rarily inacti ve and prevents unauthori zed access to the system.
On selecting the tempo rary sign off option, a password entry screen is displayed. The
use of the NEAT system is enabled on entering the correct password. The tempo rary
sign off is automatically activated when the user is inacti ve for a period of 5 minutes.
The user has to enter the password to resume activities. If five attempts are made to
sign on with an incorrect password, the user is permanently logged off. In this case the

user has to log on again.
Exit : On selection of this option, the user comes out of sign off screen.

. T 710 59

+=[2.[x%] [m[z]eE) EaHE R - B
ACC " 1417 &€
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(e
| 149
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SIGNOFF

Permanent Temporary Exit

Figure 2.4 Logoff screen of NEAT CM

56



2.9

neat Screen

The trader workstation screen of the trading member is divided into the following windows:

()

(ii)

(iii)

Title bar: It displ ays trading system name i.e. NEAT, the trading member name the user

id, user type, the date and the current time.

Ticker Window: The ticker displ ays informat ion of all trades in the system as and when
it takes place. The user has the option of selecting the securities that should appear in
the ticker. Securities in ticker can be selected for each mar ket type. On the extreme
right hand of the ticker is the on-line index window that displays the current index
value of NSE indices namely Nifty 50, Nifty50 PR 1x Inverse, Niftyl00 Liquid 15, Nifty
Services Sector, Nifty Midcap 50, Nifty Dividend Opportunities 50, Nifty Free Float
Smallcap 100, Nifty PSE, Nifty MNC, Nifty Infrastructure, Nifty FMCG, Nifty Energy,
Nifty Bank, Nifty 100, Nifty50 TR 1x Inverse, Nifty 11-15 yr G-Sec Index, Nifty 200,
India VIX, Nifty 15 yr and above G-Sec Index, Nifty Auto, Nifty Media, Nifty Quality 30,
Nifty PSU Bank, Nifty Metal, Nifty 500, Nifty IT, Nifty Commodities, Nifty CPSE, Nifty
Financial Services, Nifty Pharma, Nifty Midcap Liquid 15, Nifty Free Float Midcap 100,
Nifty50 PR 2x Leverage, Nifty Next 50, Nifty India Consumption, Nifty Growth Sectors
15, Nifty 4-8 yr G-Sec Index, Nifty 10 yr Benchmark G-Sec (Clean Price) Index, Nifty
Composite G-Sec Index, Nifty50 TR 2x Leverage, Nifty50 Value 20, Nifty Realty, Nifty
8-13 yr G-Sec Index, Nifty 10 yr Benchmark G-Sec Index, Nifty50 Dividend Points and
Nifty Private Bank. The user can scroll within these indices and view the index values
respecti vely. Index point change with reference to the previous close is displayed along
with the current index value. The difference between the previous close index value
and the current index value becomes zero when the Nifty closing index is computed for

the d ay.

The ticker window displ ays securities capital mar ket segments. The ticker selection
facility is confined to the securities of capital mar ket segment only. The first ticker
windo w, by default, displays all the derivatives contracts traded in the Futures and

Options segment.

Tool Bar: The toolbar has functional buttons which can be used with the mouse for
quick access to various functions such as Buy Order Entry, Sell Order Entry, Market By
Price (MBP), Previous Trades (PT), Outstanding Order (OO), Activity Log (AL), Order
Status (OS), Market Watch (MW), Snap Quote (SQ), Market Movement (MM), Market
Inquiry (MI), Auction Inquiry (Al), Order Modification (OM), Order Cancellation (OCXL),
Securi ty List, Net Position, Online Backu p, Supple mentary Menu, Index Inquir y, Index

Broadcast and Hel p. All these functions are also accessible through the keyboard.
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(iv) Market Watch Window: The 6 M&et Wa t c Widdow is the main area of focus for a
trading member. This screen allows continuous monitoring of the securities that are of

specific interest to the use  r. It displ ays t rading information for the selected securities.

(V) Inquiry Window: This screen enables the user to view information such as Market by
Order (MBO), Market By Price (MBP), Previous Trades (PT), Outstanding Orders (OO),
Activi ty Log (AL), Order Status (OS), Market Movement (MM), Market Inquiry (MI), Net
Position, Online Backu p, Index Inquir y, Indices Broadcast, Most Active Securities and

so on. Relevant information for the selected securi ty can be viewed.

(vi) Snap Quote: The snap quote feature allows a trading member to get instantaneous
mar ket information on any desired security. This is normally used for securities that are
not already set in the Market Watch windo w. The information presented is the same as
that of the Mar ker Watch windo w.

(vii)  Order/ Trade Window: This window enables the user to enter/modi fy/cancel orders and

to send request fort  rade cancellation and modification.

(viii)  Message Window: This enables the user to view messages broadcast by the exchange
such as corpo rate actions, any mar ket news, auctions related information etc. and other
messages like order confi rmation, order modification, order cancellation, orders which
have resulted in quanti ty free zes/price free zes and the exchange action on them, trade
confirmation, trade cancellation/modification requests and exchange action on them,
name and time when the user logs in/logs off from the system, messages specific to
the trading membe r, etc. These messages appear as and when the event takes place

in a chronological orde .

2.10 Invoking an | nquiry Screen

All Inquiry screens have a selection where the security viewed can be selected. The screen
shows the details of the security selected for that inquir y. The details for each inquiry screen

are discussed below:

Market Watch

The Market Watch window is the third window from the top of the screen that is always visible
to the user. The Market Watch is the focal area for users. The purpose of Market Watch is to
setup and view trading details of securities that are of interest to users. For each security in
the Market Watch, mar ket information is dynamically updated. Following are the key features

of Market Watch Screen:

0] Market Information Displ ayed: The one line mar ket information displ ayed in the mar ket
watch screen is for current best price orders available in the Regular Lot book. For each

securi ty the following information is displ ayed:
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(ii)

(iii)

(a) the corpo rate action indicator i Ex / Cu mo

(b) the total buy order quanti ty available at best buy price

(c) best buy price

(d) best sell price

(e) total sell order quanti ty available at best sell price

0] the last traded price

(9) the last trade price change indicator and

0] the Percentage change from previous day& closing pr i ce 6

If the security is suspended, 6 SUS P E N BppdauG in front of the security. If a question
mark (?) appears on the extreme right hand corner for a security, it indicates that the

information being displ ayed is not the latest and the system will dynamically update it.

Information  Update: In the Market Watch screen, changes in the best price and
quantities are highlighted on a dynamic basis (in all pages of Market Watch). For
example, if the best price changes as a result of a new order in the mar ket, the new
details are immediately displayed. The changed details are highlighted with a change
of colour for a few seconds to signify that a change has occurred. The blue colour
indicates that price/quantites have increased, while the red colour indicates that the

price/quantities h  ave decreased.

If the last traded price is higher than the previous last traded price then the indicator
6 +dppears or if the last traded price is lower than the previous last traded price then
the indicator G0appears. If there is no change in the last traded price, no indicator is

displ ayed.

The list of securities that are available for trading on Capital Market segment is available
in the Security List box. The user has the option to setup securities directly from the
Securi ty List without typing a single character on the mar ket watch screen. This is a
quick facility to setup securities. If the user tries to setup a security which is already
present in the mar ket watch one gets a message that the security is already setup.
The user also has the option to add and delete the security set up in the mar ket watch
screen as many times as one desires. The user can print the contents of the Market
Watch setup by the user. The user can either print the Market Watch on display or the
Full Mar ket Watch.

Market Watch Download: A user has to set up securities after the first download of the
soft ware. After setting up the mar ket watch, it is suggested that the user should log
out normall y. This will help the user to save the freshly set up mar ket watch securities

in a file. If at any given time, when the user has freshly set up a few securities and
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(iv)

v)

(vi)

encounters an abnormal exit, the newly set up securities are not saved and the user
may have to repeat the process of setting up securities. The Market Watch setup is
carried over to subsequent days, thus averting the need to set up the Market Watch on
daily basis. During the logon stage, the relevant Market Watch details are downloaded
from the trading system. The message displayed is 6 M&et Watch download is in
progress 6 The time taken for the Market Watch download depends on the number of

securities setu p.

Setting up Securities: One of the best features of this software is that the user has
the facility to set up 500 securities in the mar ket watch. The user can view up to 30

securities in one page of the mar ket watch screen.

Easy Navigation: The details of the current position in the Market Watch defaults in
the order entry screen and the inquiry selection screen. It is therefore possible to do
quick order entries and inquiries using this featu re. The default details can also be

ov erwritten.

Corporate Actions Indication: An indicator for corpo rate actions for a securi ty is another

feature in mar ket watch. The indicators are as follows:
6 X D @x-dividend

X B éx-bonus

On

6 X} éx-interest

On

R6- ex-rights

C D @um -dividend

On

6 R6- cum -rights

C B 6um -bonus

On

6 Ct éum -interest
6 C* tn case of more than one of C D, CR, CB,ClI

6 X * it case of more than one of X D, XR, X B, Xl

Security  Descriptor

Information such as Securi ty Name, Book Closure Start and End Dates, Ex-Date, No-Delivery

Start and End Dates, Tick Size, daily price range, Face Value, ISIN and Remarks is displ ayed

in the Security Descripto r. The label DPR i.e. Daily Price Range displays the permissible

price band for a security for the current trading day. Figure 2.5 shows screenshot of security

descriptor window in NE AT CM.
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Figure 2.5: Security Descriptor in NEAT CM

Market by Price

The purpose of Market by Price (MBP) is to enable the user to view outstanding orders in the
mar ket aggr egated at each price and are displayed in order of best prices. Figure 2.6 shows

screenshot of mar ket by price window in NE AT CM.

The fields that are available on the selection screen are Symbol, Series and Book Type. The

option available in the book  type field are Regular Lot.

The detailed MBP screen is split into First Line, Detail Line and Summary Line. The first line
displ ays Market Type, Symbol, Series, Total Traded Quanti ty, Highest Trade Price, Lowest
Trade Price, Last Trade Price, % Change in LTP from Previous D ay Close and Average Traded
Price. The detail line displays Number of Buy Orders, Total Buy Order Quanti ty at that price,
Buy Order Price, Sell Order Price, Total Sell Order Quanti ty at that price and Number of Sell
Orders. The summary line displ ays Total Buy Order Quanti ty and Total Sell Order Quanti ty. For
special term orders, the terms are not reflected in the MBP screen. Buy orders are displ ayed
on the left side of the window and sell orders on the right. The orders appear in a price/time

priori ty with the A b ept i c erdkd at the top. When any Regular Lot information, currently

displ ayed on the windo w, is changed (for example as the result of a trade), this information is

automatically reflected in the MBP i.e. dynamic updation of MBP screen is present.

All buyback orders are identified by an 0 *irbthe MBP screen. In case a buyback order appears

in the best five orders in the MBP an 6 *wdll precede such an order record. In addition, an 6 * 6
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will appear against the d&otal B u yfiéld in the MBP irrespecti ve of the order being in best five

orders in the MBP or not
Special Features of MBP

(@) Regular lot & special term orders can be viewed in the MBP. The percentage change for
last trade price with respect to previous day®& closing price, open price (in case of pre-
open indicati ve opening price), high price for a day, low price a day and the average

trade price of the securi  tyinthe gi ven mar ket are the additional fields in the screen.

(b) No untriggered stop  -loss order will be displ ayed on the MBP screen.
(©) Only order details for the best 5 prices inform ation is displ ayed.

I NEAT L | - i
[ Mifty 50 I

143035 . 141812
9725
1417.15
141710
141700
141630

DPENING PRICE MIM  Totsl Buy:

11:05:38 MIC 1 Latest Announcements and on the Exiranet Server
1:05:39 MiC 1 {fnidsutlmnt/apeinfisticommon/CorporateAnnouncements).

Figure 2.6: Market by Price window in NEAT CM

Previous Trades

The purpose of the Previo us Trades window is to provide securi ty-wise information to users for
own trades. The fields that are available on the selection screen are Symbol, Series, Market
type, Auction Numbe r, Trading Member 1D, Branch ID, Dealer, CLI, Buy/Sell and Time. The
options available in the Market type field are Normal Market, Odd Lot and Auction. If the
user selects the option to view Auction Market trade details, the auction number has to be
compulsorily entered. The Corporate Manager can view all the trades for all branches or for a
specific branch. Under the specific branch, the user can view trade details for a specific dealer
or for all dealers. The Branch Manager can view all details under that branch i.e. all previous

trades for all dealers and for all clients or for all dealers or for a specific dealer. The dealer
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can view previous trades for own user id only. The user can select the previous trades up to a

particular time period, by entering the rele  vant time in the time field.

The detailed Previous Trade screen information is split into First Line, Detail Line and Summary
Line. The first line displ ays Market Type, Symbol, Series, Last Trade Price, Last Trade Quanti ty,
Last Trade Time and Total Traded Quanti ty. The detail line contains Buy/Sell Indicato r, PRO/CLI
indicator (where P 7 PRO and C - CLI), Order Numbe r, Trade Numbe r, Trade Quanti ty, Trade

Price and Trade Time. The summary line contains Total Number of Buy Trades, Total Buy
Quanti ty Traded, Total Buy Traded Value, Average Buy Traded Price, Total Number of Sell
Trades, Total Sell Quantity Traded, Total Sell Traded Value and Average Sell Traded Price.
Previous Trade Screen displ ays the client account number also. Preopen Indicator is displayed

as APO for arhdes. Preopen

Trades are displayed in a reverse chronological order. First all buy trades are displayed and
then sellt rades are displ ayed. A facili ty is pr ovided to users to view their t rades for BUY side
or SELL side or ALL by selecting the BUY/SELL/ALL filter in primary windo w. By default, the
filter is on ALL. Once the query is executed with the filte r, the trades are displ ayed with time
sorting for the chosen filter option. This functionali ty only works for self and not for hierarchal

inquir y.
Special Features of Previous Trades

(a) Trade cancellation can be requested from the Previous Trade screen. This facility
is available only for member® own trades. The Corporate Manager can request for
trade cancellation for any branch or any dealer. The Branch Manager can request for
trade cancellation for any dealer under that branch. The dealer can request for trade

cancellation only fort  rades under that user id.

(b) The user can requ est the Exchange to modi fy only the client code field. Currently trade

modification facili ty is not enabled ont rading system.

Outstanding Orders

The purpose of Outstanding Orders is to enable the user to view the outstanding orders for a
securi ty. An outstanding order is an order that has been entered by the user, but which has

not yet been completelyt raded or cancelled. The user is permitted to see his orders.

The fields which are available on the selection screen are Symbol, Series, Book type, Auction
Numbe r, Branch 1D, Dealer, PRO/CLI and Time. The options available in the Book type field
are Pre open, Regular Lot, Odd Lot, Stop Loss and Auction. If the user selects the option to
view Auction Market trade details, the Auction Number has to be compulsorily entered. When
the user selects Pre open book, in the detailed screen only pre open outstanding orders will

be displ ayed. In the detailed screen, pre -openorderswilh ave an | demti fier
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The corpo rate manager can view all the Outstanding Orders for all b ranches or for a specific

branch. Under the specific branch, the user can view Outstanding Orders details for a specific
dealer or for all dealers. Similarly it is possible to view all Outstanding Orders for a particular
client or for all clients under a dealer. The Branch Manager can view all Outstanding Orders
details under that Branch i.e. all Outstanding Orders for all dealers and for all clients or for all

dealers or for a specific deale  r. The dealer can view Outstanding Orders for own user id onl y.

The detailed outstanding orders screen is split into First Line and Detail Line. The first line
contains Symbol, Series, Market Type, Security Status, Label, Current Time and Current Date.
The detail line contains Book Type, User ID, Client A/C Numbe r, Order Numbe r, Order Quanti ty

Pending and Order Price.

The orders are listed on the basis of price/time priori ty. The orders are displayed in order of
Regular Lot orders and then Stop Loss orders. Outstanding order screen is not dynamically
updated, but the user has option to refresh the Outstanding Orders screen by reinvoking the

inquir y.

Special Features of Outstanding Orders

(a) The user can modi fy orders from the outstanding orders screen.
(b) The user can cancel orders from the outstanding orders screen.

(c) The user can view status of a particular order from the outstanding orders screen.
Activity  Log

The Activi ty Log (AL) shows all the activities that have been performed on any order belonging
to that user. These activities include order modifica tion/cancellation, partial/full  trade, and
trade modification/cancellation. It displ ays inform ation of only those orders in which some

activi ty has taken place. It does not displ ay those orders on which no activi ty has taken place.

The fields that are available on the selection screen are Symbol, Series, Market Type, Branch
ID, Dealer, PRO/CLI and Client Account Numbe r. The Symbol, Series and Market Type fields
are compulsor y. The options available in the Market Type field are Preopen, Normal Market,
Odd Lot and Auction. A Preopen Identifier & Pwdll be displayed for Preopen orders in Activity

Log screen.

The detailed AL screen is split into first line and detail line. The first line displays Market
Type, Symb ol, Series, Current Time and Current Date. The detail line contains User Id, Order
Numbe r, PRO/CLI indicator (where P-PRO, C-CLI), Buy/Sell Indicato r, Order quanti ty, Order
price, Order Terms/ Trade Numbe r, Disclosed Quanti ty, MF Indicato r, MF Quanti ty, Activity
Indicator and Activi ty Time. One line appears for each activi ty that has taken place tod ay. For
example, if a buy order is traded against three separate sell orders, then the activi ty log for

the buy order shows three sepa rate lines and the original order details.
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The following activities are displ ayed:

B For buy orders, this indicates a match.

S For sell orders, this indicates a match.
ocC This indicates an order ~ was cancelled.

OoM This indicates an order was modified. The details displ ayed are the order after it was

modified.
TC For both buy and sell orders this indicates that atrade involving this order was cancelled.

™ For both buy and sell orders this indicates that a trade involving this order was modified.

Special terms associated with the order are displ ayed to help identi fy the orde .
Special Features of Activity Log
(a) The AL gi ves details of all activities in chronological orders.

(b) Within the order numbe r, the details appear with the oldest activi ty first and the latest

last.
(©) The activi ty consists only of orders entered by the requestingt rading membe .

(d) This inquiry option is not available to users in inquiry mode.

Order Status

The purpose of the Order Status (OS) is to look into the status of one of deale r& own specific
orders. The screen provides the current status of orders and other order details. The order
status screen is not dynamically updated. In case the order is traded, the trade details are

also displ ayed. In case of multiplet  rades the displ ay is scrolled.

A To view the status of a particular order, enter the order number for which the order
status is to be viewed in the selection screen of OS. The user has to enter the second
part of the order numbe r. If the user does not know the order numbe r, then the user
can position the highlight bar on the desired order on the Outstanding Order screen and
then invoke the OS screen. The order number isdirectly defaulted in the Order Status
selection screen. Additionally if it is a preopen order then there will be an identifier 6 P 6

with tool tip as ¥mPriemapemtlidegnttihfaite irt i s a Preope

The detailed OS screen is divided into three parts. The first part covers order related
information, the second part covers the trade related information if the order has resulted in

a trade and the third part gi ves summary details.

The first part details are in two lines. The first line gives Book Type, Symbol, Series, Order
Numbe r, Type (Buy/Sell), Total Order Quantity, Order Price, PRO/CLI, Client A/C Number
and Participant 1D. The second line gives Disclosed Quanti ty, MF/AON Indicato r, MF Quanti ty,
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Trigger Price, Day, Indicator 1 (Order Modified - MOD), Indicator 2 (Order Cancelled - CXL)
and Indicator 3 (Order Traded - TRD). The second part details are Trade Quanti ty, Trade Price,
Trade Time and Trade Number. The third part details are Quanti ty Traded Today and Balance

Quanti ty (remaining quanti  ty).
Special Features of Order Status

@ The OS provides the user the current status of the order i.e. whether order has been

modified, order was cancelled, order was traded, or order has been partially t raded.

(b) It shows all the order details. It also shows the trade details for each trade done

against this orde .

(c) The data is presented in chronological order. One line appears for each activi ty that has

taken place tod ay.
(d) The dealer can view order status of orders entered under that Dealer ID onl y.

(e) This Inquiry option is not available to Users in Inquiry mode.

Snap Quote

The Snap Quote is a feat ure available in the system to get instantaneous mar ket information

on a desired security. This is normally used for a securi ty that is not setup in the Market Watch
windo w. The information displ ayed for the set up security is same as that in Market Watch
window i.e. Corporate action indicator 6 E x / @ then total buy order quanti ty, best buy price,
best sell price, total sell order quanti ty, last traded price, last trade price change indicator
and the no delivery indicator 6 N®@The Snap Quote is displayed for the time specified by the
exchange from time to time. The display position of Snap Quote is reserved and no other
information overlaps it. A user can therefore simultaneously view a regular inquiry (e.g. MBP)

and the Snap Quote displ  ay.

Market Movement

The purpose of the Market Movement screen is to provide information to the user regarding
the movement of a security for the current day. This inquiry gives the snap shot for a particular
securi ty for a time inter val as parameterised by the exchange. The fields that are available on
the selection screen are Symbol, Series and Market type. The user can select the Market Type
as Normal Market and Odd Lot mar ket. Figure 3.7 shows screenshot of mar ket movement
window in NE AT CM.

The detailed output screen is given in two parts. The first part gives information regarding
the security for the entire day namely Symbol, Series, Market Type, Total Buy Order Quanti ty,
Total Sell Order Quanti ty, Total Traded Quanti ty, High Price, Low Price, Open Price and Last
Traded Price. The second part gives information for a particular time inter val namely Time

Inter val, Buy Order Quanti ty, Sell Order Quanti ty, Traded Quanti ty, High Price and Low Price.
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The user can save the Market M ovement screen by speci fying the directory and file name to
sav e the information. This file can be viewed in MSDOS edito r.

Special Features of Market Movement

(a) The Market Movement screen provides infor mation to the user regarding the movement

of a securi ty for the currentd ay on orders/t rades done tod ay.

(b) The information displayed is from the time the mar ket was opened today and in
chronological sequence.
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Figure 2.7: Market Movement window in NEAT CM

Market Inquiry

The purpose of the Market Inquiry is to enable the user to view the mar ket statistics, for a
particular market, for a security. It also displays the open price and previous close price for

a securi ty.

The fields that are available on the selection screen are Symbol, Series and Market type. The
user can select mar ket type as Normal and Odd Lot. The detailed output screen is given in two
parts. The first line displays Symbol, Series, Security Status, Corporate Actions Indicator 1,
Corpo rate Actions Indicator 2, Corporate Actions Indicator 3, Total Traded Quanti ty, 52 Week
High and 52 Week Low. The second line displ ays Closing Price, Opening Price, High Price, Low
Price, Last Traded Price and Net change from closing price. The third line displ ays Last Traded
Quanti ty, Last Traded Time and Last Traded Date. The fourth line displ ays Best Buy Order
Quanti ty, Best Buy Order Price, Best Sell Order Price and Best Sell Order Quanti ty.
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Special Features of Market Inquiry

(a) This screen is not dynamically updated. It displ ays the security status of the security
selected. 0 Siricates that the security is suspended, 6 RArilicates that the security is in
pre open (only for normal mar ket) and in absence of the above indicators the security

is open fort rading.

(b) An indicator for corpo rate actions for a securi ty is displ ayed on the screen. The indicators

are as follows:

fi C D® cum -dividend fi X D ex-dividend
i ®0 = cum -rights il RO = ex-rights
fi C B= cum -bonus i X B=0 ex-bonus
fi C I=0cum -interest A X I=0ex-interest
(c) The net change indicator for last trade price with respect to the previous day& closing

price and the net change percentage for the last trade price with respect to the previous

day® closing price are displ ayed.

(d) The base price of a security for the day is equal to the previous day& closing price
of the security in normal circumstances. Thus, in the mar ket inquiry screen the field

indicating the closing price also gi ves the base price forthed  ay.

(e) If the base price is manually changed (due to a corporate action) then the mar ket

inquiry will not displ  ay the new base price in the closing price field.

Auction  Inquiry

The purpose of Auction Inquiry (Al) is to enable the users to view the auction activities for the
current trading day. This window displ ays information about auctions currently going on and

auctions that h ave been completed.

The detailed line in the auction inquiry screen displ ays: No. - Serial Numbe r, St. - Status of the
auction security, Type - Buy/Sell auction, Symbol, Series, Best Buy Qty, Best Buy Price, Best
Sell Price, Best Sell Q ty, Auction Q ty, Auction Price and Settlement Period.

The following are the different status displ ayed for an auction security:

S - Auction is in Solicitor Period

M - System is matching the orders

F - Auction is over

X - Auction is deleted

P - Auctionis pending and yetto begin.

The user can view the auction details of a security setup in the mar ket watch, by invoking the

auction inquiry screen after highlighting the auction security. To view the auction details for
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all the securities, the user should blank out the contents of all the fields in the auction inquiry
selection screen. To view the auctions after a particular numbe r, the user should blank out
the contents in Symbol & Series field and enter the number in the auction number field on

the selection screen. The auction inquiry screen then displays all auctions from that number

onwards. This window is dynamically updated. Figure 3.8 shows screenshot of auction enquiry

window in NE AT CM.

& NeaT - — B
O DITET 7255 95 (£0.35)

EEEEE SR

Total Buy

140728 WC 1 The BUY N Auc No. 7574 for YESBANK EQ has been initisled
140730 WC 1 The BUY N Auc No. 7575 for ZEEL EQ has been initialed

Change screen

Figure 2.8: Auction Inquiry window in NEAT CM

Security/Portfolio List

This is a facility for the user for setting up the securities in the mar ket watch screen. This
screen also has a new facili ty of allowing the user to setup his own portfoli o. Figure 3.9 shows

screenshot of securi  ty descriptor window in NE AT CM.

® Securi ty List: The user can select securities based on Symbol, Series, Instrument Type
and Market Type. A blank/partial search for Symbol and Series is also possible. The
Symbol, Series, Market Type and Security Name are displ ayed based on the selection

criteria. The user can also print the selected securities.

(i) Portfolio List: Once the security is selected, the same can be used for setting up a
portfoli 0. The user can give a name to the list so selected. The existing portfolio can
be modified and/or rem oved. The user can also set-up a particular portfolio in mar ket
watch. Portf olio created can be used for basket order entry also. Order files can be

gene rated based on the portfolio created using bas ket t rading option.
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Figure 2.9: Security/Portfolio List window in NEAT CM

Multiple Index Broadcast and Graph

This screen displays information of NSE indices namely Nifty 50, Nifty50 PR 1x Inverse,
Nifty100 Liquid 15, Nifty Services Sector, Nifty Midcap 50, Nifty Dividend Opportunities 50,
Nifty Free Float Smallcap 100, Nifty PSE, Nifty MNC, Nifty Inf rastructure, Nifty FMCG, Nifty
Energy, Nif ty Bank, Nif ty 100, Nif ty50 TR 1x | nverse, Nif ty 11-15yr G -Sec Index, Nifty 200,
India VIX, Nifty 15 yr and above G-Sec Index, Nifty Auto, Nifty Media, Nifty Quality 30, Nifty
PSU Bank, Nifty Metal, Nifty 500, Nifty IT, Nifty Commodities, Nifty CPSE, Nifty Financial
Services, Nifty Pharma, Nifty Midcap Liquid 15, Nifty Free Float Midcap 100, Nifty50 PR 2x
Leverage, Nifty Next 50, Nifty India Consumption, Nifty Growth Sectors 15, Nifty 4-8 yr
G-Sec Index, Nifty 10 yr Benchmark G-Sec (Clean Price) Index, Nifty Composite G-Sec Index,
Nifty50 TR 2x Leverage, Nifty50 Value 20, Nifty Realty, Nifty 8-13 yr G-Sec Index, Nifty 10
yr Benchma rk G-Sec Index, Nifty50 Dividend Points and Nifty Private Bank. The indices are
labeled vertically and the information is displ ayed against each index hori zontall y. The data

displ ayed for each index is as follows:
(a) Current Index

(b) High Index

(c) Low Index

(d) Open Index

(e) Close Index
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® % change in Current Index ( w.r.t. previous close index)

(9) 52 week High

(h) 52 week low

® Up Moves

{)] Down Moves

(k) Mar ket Capitalisation (in Rs. Lakh)

Index G raph displ ays all the indices on a real time basis to the mar ket.

Figure 2.10 shows screenshot of multiple index broadcast window in NEAT CM.
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Figure 2.10: Multiple Index Broadcast window in NEAT CM

Online Backup

On Line Backup is a facility that the user can invoke to take a backup of all order and trade

related information for the use r. The information  available is for the current d ay only.

On the selection screen the user can select the various fields on which the output will be
filtered. The fields that can be filtered are CLI, Market Type, Book Type, Symbol, Series,
Instrument  Type, Date, Time, Order Indicato r, Trade Indicato r, Buy/Sell Indicato r, Order

Numbers and Trade Numbers.

The user is provided the option to copy the files to any drive of the computer or on a flop py
diskette. This utili ty generates two ASCIl files namely Order.txt and Trade.txt. The user can

specify any filename for Orders and Trades. This utility will help the user to generate the
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Contract Notes. The user is requested to ta ke backup firstonthe C: \ drive and subsequently

copyto A: \ driveto avoid overloading PC capaci ty and abnormal log -off.

Basket Trading

The purpose of basket trading is to provide NEAT users with a facility to create offline order
entry file for a selected portfoli 0. On inputting the value, the orders are created for the selected
portfolio of securities according to the ratios of their mar ket capitalisations. An icon has been

provided in the Toolbar which can be selected by the mouse toi nvoke the functionali ty.

In the basket trading functionali ty, the user first selects a portfolio from combo box. The
portfolio in the combo box is user defined portfolios (which can be created or edited from
the Security List screen which is an existing fun ctionali ty). All users defined Portfolios are
automatically loaded in to the combo box. The User then allocates an amount to the portfolio
by mentioning the amount in the &moun tdedit box. The amount entered is in lakh and must
be less than or equal to Rs. 3000 lakh. If the amount entered is not sufficient to buy/sell a
complete basket, a message i | n s uf famaunt efor tcreating the basketois displ ayed. Then,
the User mentions whether he wants to buy or sell the Portfolio by selecting a choice from
BUY/SELL combo box. The User has to mention the name of offline order file which would
be generated. The Output Offline order file is always generated in the Basket directory of
the current selected login drive. If a file with the given name already exists then it asks for
overwriting the old file. A Reverse File with the same name is also generated in 6 R_ HEKaté
directory of the current login drive. The Reverse File contains reverse order (if user has selected
buy then it contains sell orders and vice-versa). The user can mention order®& duration (IOC
or day) by selecting from a check box. The User can also specify PRO/CLI orders by selecting
from the combo box. In case of CLI orders it is compulsory to mention the account number in
the edit box. The participant name can be mentioned. If mentioned it is verified whether it is

a valid participant or not.

The amount mentioned in the @&mount Editd Box is divided among the securities of the
portfoli o, depending on their current mar ket capitalisation, and the amount allocated per
securi ty is used to calculate the number of shares to be bought / sold for that security which
is refl ected in the offline order file. The number of shares is rounded off to the nearest intege r.
If the basket contains any security whose regular lot is not one, then the file will need to
be corrected by the user to accommodate shares in tradable lots. If the portfolio contains
a security which is suspended/not eligible in the chosen mar ket then an error message is

displ ay ed on the screen.

All the orders gene rated through the offline order file are priced at the available mar ket price.

Quanti ty of shares of a particular securi ty in portfolio is calculated as under
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Amount * Issued Capital for the security

Number of Shares of a security in portfolio =
Curre nt Portfolio Capitalisation

where
Current Portfolio _ Summation [Last  Traded Price (Previous
Capitalisation closeif nott raded)* Number of Issued shares]

In case at the time of generating the basket if any of the constituents are not traded, the
weightage of the security in the basket is determined using the previous close price. This price
may become irrele vant if there has been a corpo rate action in the security for the day and the
same has not yet been traded before generation of the file. Similarl y, basket facili ty will not
be available for a new listed security till the time it is traded. Figure 2.11 shows screenshot of
basket t rading window in NE AT CM.

Three portfolio names viz i NATY 504 fi Nty fJUNIORO & i NiyflL O Oare provided in Security /
Portfolio List to generate offline order entry file using basket trading facility. In this case the
file will be generated based on free float mar ket capitalization for the user defined securities

under these names.

Quanti ty of shares of a particular securi ty in portfolio is calculated as under: Number of

Amount * Issued Capital for the security in
Current Port folio Capitalisati on

Shares of a portfolio =

where

Current Portfolio _ Summation [Last  Traded Price (Previous

Capitalisation closeif nott raded)* Number of Issued shares]* Free float factor

&) NEAT ‘ =

7902 60 | 9.45)

Dol 2] 3184 Wz 2

N
i

1477 4 ]
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Select Portfolio _ -

Foiioio Amount |
(InLacs )

Select Output e [zzsket

Bup / Sell BUY  =|
[1I0E [FRO =

Patticipant ,7

71.05:39 WC:1 Latest Announcements end on the Extranet Server
T1.05:39 WC :1 (intdbul Umnt/appin/ist common/Car porateAnnouncements).

Figure 2.11: Basket Trading screen window in NEAT CM
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Buy Back Trades

As per SEBI Notification, dated November 14, 1998, buyback of securities is permitted in the
secondary mar ket. This is termed as 60 BydBack from the Open Marketd In the open mar ket,
buyback of shares is permitted through Stock Exchanges having electronic trading facility and
such buyback orders are required to be identified upfront in the electronic trading screen as

buyback orders.

The purpose of Buy Back Trade functionali ty is to give information to the mar ket about the
buy back trades executed from the start of the buy back period till current trading date in the
securities whose buyback period is currently on. It provides information about Symbol, Series,
Day& high price, Day&® Low Price, Day® Weighted Average Price, Day& Volume, Total Volume,

Highest/Lowest/ Weighted Average Prices till previousd ay, Buy Back Start & End date.

The Buyback Trade functionali ty provides users with the information about the buyback trades
going in various securities. The front screen shows Symbol, Series, Low price (Today), High

price ( Today), Weightage, Average price, Volume ( Today) and Previousd ay Volume.

The user after selecting a particular row from the buyback list box can view further information
viz. Symbol, Series, Start date, End date, Total Traded Qty (Till date), Previous High price,
Previous Low price and Wt avg. Price till date of buyback scheme. The Buyback broadcast

updates the information.

Supplementary Functions

This section discusses certain supplementary functions of NEAT such as Branch Order Value
Limit, Most Active Securities, Colour Selection, Report Selection, Net Position and Print System

Message.

The supplementary menu list box has the following options:

0] Report Selection

(ii) Full Message Displ ay

(iii) Colour Selection

(iv) Print System Message ON/OFF

(V) Print Order/ Trade Confirmation Slips On/Off
(vi) Ticker Selection

(vii) Market Movement

(viii) Most Active Securities

(ix) Reprint Order/ Trade Confirmation Slip
(x) Branch Order Value Limit

(xi) Net Position and Net Position backup

(xii) Online Backup
(xiii) One line/ Tabular Slips
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(xiv)
(xv)
(xvi)
(xvii)
(xviii)
(xix)
(xx)
(xxi)
(xxii)
(xxiii)
(xxiv)
(xxv)
(xxvi)
(xxvii)
(xxviii)
(xxix)
(Xxx)

(xxxi)

U]

(ii)

User Order Value Limit Setup

Offline Order Entry

Order Limits

Market Price protection functionali ty
Order Attributes Selection

Client Master Maintenance

Index Trading

Reverse Bas ket on Trading Quanti ty
Displ ay CM Ticker

Displ ay FO Ticker

Trade Confirmation Bell

Multiple Trade Cancellation

Debarred Client Maintenance

Reset User ID

Offline File Conversion

Print Bhavcopy On/Off

Reset Password

About

Report Selection: Report selection window allows the user (corpo rate manager and
branch manager) to specify the number of copies to be printed for each report. The
user can update the num ber of copies for a report. The Report Selection screen allows
the user (Corporate manager and Branch Manager only) to specify the number of
copies to be printed for each report. All the reports are generated at the end of day.
Once the reports are printed, the Report Selection screen shows the date and the
time the reports were printed. The user can request for reprinting any of the reports.
The reports that are available to the trading member are Market Statistics and Market
Indices.

(a) Market Statistics: The purpose of this report is to show the mar ket statistics of
that trading day. This report gives details related to all the securities traded on
that d ay for all mar kets.

(b) Market Indices: A separate Market Indices Report is also disseminated to
members which contains details regarding the Open, High, Low, Close, Previous
Close and % change over the Previous Close of NIFTY 50, NIFTY Defty, NIFTY
Junior, NI FTY 500, NIFTY 100, NIFTY Midcap NIFTY IT, Bank Nifty, Nif ty Midcap
50, NIFTY Realty, NIFTY Infra, NIFTY Energy, NIFTY FMCG, NIFTY MNC, NIFTY
Pharma, NIFTY PSE, NIFTY PSU Bank and NIFTY Service

Full Message Display: This option enables the displ ay of all the system messages right

from the start of the Opening Phase. It is also possible to filter the messages depending
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on the message code, symbol, series, PRO/CLI, Client, date and time. The system

messages can be printed, if needed.

Message area contains user ID for order and trade confirmation \modification \
cancellation and rejection. The trade confirmation \modification \cancellation messages
displ ayed in the message area will contain the corresponding remarks entered during
the order entr .

The user can filter, print and save messages. In the message filtering screen the
message code by default shows ALL. The user has the option to select the desired
message code on which the messages can be filtered. The messages can also be
fillered on Symbol, Series, Trading member Code, PRO/CLI/ ALL, Client A/C Numbe r,

Date and Time fields.

In case the user desires to filter messages for trading membe r& own order/t rade
related messages, 6 P R @8 to be specified with the trading member code defaulting
in the oOCI itenfti Alccd.oulnn case the user desires to
client, 6 C Lhasbto be specified with the client account code in the 6 C1 iAecoun tbéfield.
In case the user desires to view all messages, @®LLOhas to be specified and the 6 Cl i en't
Accoun tofield should be blank. The message filter displays ALLOby default when the

user i nvokes the full message displ  ay screen.

Message area will contain the machine number along with the message specifying
from which machine the message have been generated. An extra filter code has been
provided in the message area to filter messages on the machine number paramete r.
The messages are filtered as per the selection criteria. The message codes on which

the selection can be made are:

Message Code Description  of Messages Selected
ALL  All messages

AUC Auction order/t rade messages

AUl  Auction initiation messages

LIS All listing related messages

MAR Margin Violation messages

ORD Order Related messages

OTH Miscellaneous

SPD  Securi ty Suspension/De -suspension
SYS System Messages

TRD Trades
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(iii)

(iv)

v)

(vi)

(vii)

The full message display and filtered messages can be printed by invoking the print
command by ensuring that the printer is online. The user can save messages by
invoking the Save option on the Full Message Display screen and by specifying the
directory and file name in the pop up box. Here an option is available to the user to
both specify the directory and file name to save messages, or to choose the default

directory i.e. nsecm \user director y. This file can be viewed in MS  -DOS edito r.

Colour Selection: The user can customise the colours for various inquiry and other
trader workstation screens as per choice. The background and the foreground colours
can be selected by invoking the Colour Selection option. The following is displayed on

the colour selection list box:

(a) List of Screens: Lists all the screens in NEAT system. The user has the option of

changing both the foreground and the background colours of a ny screen.

(b) Display Window: Displays the screen with the changed colours. To change the
colour of a particular screen, the user has to position the highlight bar on the
desired screen and select any one of the sixteen colour buttons. The change in
the colour can be seen in the Display windo w. The user can reset the colour to
default setting by selecting the Default option. It is to be noted that the user

cannot select the same colour for foreground of an inquiry screen.

Print System Messages On/Off: The 6 P r Bystem Messages ON/ O FeRables/ disables
printing of the system messages as and when they appear in the messages windo w.
By default the option is set to "OFF & The user can change the On/Off position by
pressing the space bar. The current mode (On/Of f) is displ ayed for this option on the

Supplementary Menu screen itsel f.

Print Order/ Trade Confirmation Slips On/Off: The 6 P r Onder/ Trade Confirmation ON/
O F Febables/disables printing of the order/t rade slips. By default the option is set to
"OFF 6 The user can change the On/Off position by pressing the space bar. The current
mode (On/Of f) is displ ayed for this option on the Supplementary Menu screen itsel f.

Pre open | dent idyéeddor Préopeh recosds.di s p |

Ticker Selection: The ticker selection screen allows the user to set up the securities that
should appe ar in the user& ticker windo w. All the securities available in the system for
a particular mar ket are displayed. If a security is deleted from the system, it is also
removed from the ticker selection display. The selection of securities can be done for

each mar ket sepa ratel y. The user can select one or all securi ty type for displ ay.

Market Movement: The purpose of the darket Movementd screen is to provide

information to the User regarding the movement of a security for the current day. This
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(viii)

(ix)

)

inquiry gives the snap shot for a particular securi ty for a time inter val as parameterised

by the e xchange.

Most Active Securities: This screen displ ays the details of the most active securities
based on the total traded value during the day. The number & Ni§ parameterised by
the Exchange. The information provided on this screen is not dynamically updated. The

user, howe ver, can get the latest information by refreshing the screen.

Reprint Order/ Trade Confirmation  Slips: Although the order and trade slips for
6conf i réméan o doinf iQoda teij cercandi damakeh ¢ at slips ncdn be printed as and
when a particular operation is performed. The user, howe ver, can reprint these slips

later during thet rading d ay by using this option.

The user can select the order or trade and the type of slips i.e. confirmation, modification,
cancellation or rejection. There is facility to select one or more operations for printing

the slips.

For example one can select @ onf i r mastwieloas® mo d i f i ataattime rAfier the
user specifies the type of slip to be printed, the start and end order/t rade numbers are
automatically filled. The user has to specify the range of order or trade numbers by
appropriately selecting the start and the end order/ trade numbers. Initiall y, the options
have such values that all the order related slips can be printed. The start and the end
order numb ers contain order numbers that was entered by the user on the current day.
On selecting Print option all the selected order/t rade slips are printed and on selecting

the Cancel option, no slips are printed.

Branch Order Value Limit Setup: The purpose of this screen is to enable corpo rate
manager to setup a limit on order entry for each branch under the trading member
firm. This option in supplementary menu is available to the user only if the user is a
corpo rate manage r. On selection, the Branch Order Value Limit Setup screen appears.
To view the limit for a particular branch, the user has to select the Branch ID and
the details for the branch i.e. branch name, the limit set and the used up value are

displ ayed. The values forthe b ranch order limit are displ  ayed in Rs. lakhs.

To change the limit for a branch, the user has to select the 6 L i mi dpteon &nd enter

the new limit in the 6 N e limit Value 6 The new limits are then updated by the system.

The user can also print the details of a branch by selecting the Print option. Viewing and

modification is possible during mar ket hours.

A corpo rate manager can set the branch order value limit for any/all branches either
before or during trading hours. Also, the corporate manager can view the set limit
and the used limit any time during the trading day. Whene ver the corpo rate manager
modifies the branch order limit of any of his branches, the branch manager receives a

message to that effect at his t rader workstation.
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(xi)

Net Position and Net position Backup: The user can inte racti vely view his net position
across securities. The Net Position screen displ ays Symbol, Series, Buy Value (in lacs),
Buy Qty, Buy Average Price, Sell Average Price, Sell Qty, Sell Value (in lacs), Net Qty
and Net Value (in lacs).

It also displ aysthe G rand Total of Buy Value (in lacs), Buy Q ty, Sell Qty, Sell Value (in
lacs), Net Value (in lacs) and Net Value Mark to Market (in lacs). Net position screen
displ ays the Net Mark to mar ket value scrip wise as well as total net mark to mar ket

value.

The user has the option for selecting mar ket type as Normal/Odd Lot/All. The user can
also select Client Type as CLI/PROJ/AIl. The user is provided with an option to select the
client code from the drop down menu to view the net position of specific client. The
user can refresh the screen to update the Net Position and can also print the details of
the Net Position screen at any point of time. Net position backup is available from the
Net position screen. The User can select the fields as Symbol, Series, PRO/CLI and CLI

A/c Number o n which the output would be filtered.

By default the output file is generated and stored as 6 Ne t p odsThetuzer can overwrite
and specify any other file name also. The user has the option of generating the output

filein a ny directory he wantstooronapendri ve.

SQUARE OFF:

This special functi onality has been added for the user to Square of his position. This can

be done by clicking the new option Square Off pr ovided in the screen.
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