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Securities and Exchange

Board of India

SEBI/HO/MRD1/ICC1/OW/P/2020/19462/1
November 13, 2020

Deputy General Manager
Market Regulation Department

Shri Ashish Kumar Chauhan
Managing Director & CEO
BSE Ltd.

Phiroze Jeejeebhoy Towers
Dalal Street, Mumbai

400001

Sir,

Sub: Issues pertaining to Investor Protection Fund (IPF) of BSE

1

O : 2644 9950 / 4045 9950 (3E 81310 UH.), 2644 9000 / 4045 9000 T4 : 2644 9019 § 2644 9022

In order to enhance the effectiveness of Investor Protection Fund (IPF) of Stock
Exchanges, SEBI has comprehensively reviewed the existing framework in
consultation with stock exchanges.

Based on the aforesaid review, it has been decided to revamp the grievance

redressal mechanism at Stock Exchanges w.r.t to clients of defaulter Trading
Members (TMs).

The decisions with respect to BSE are as follows:

Periodicity of review of IPF corpus

BSE shall conduct annual review to ascertain the adequacy of the IPF corpus of
the exchange.

Processing of investor claims, review of claims and time line for declaration
of defaulter

A detailed Standard Operating Procedure (SOP) has been prepared, indicating the
process and timelines for processing of investor claims from IPF, review of claims
and time line for declaration of defaulter. The same is enclosed as Flag-A. BSE is
advised to implement the SOP within 15 days of receipt of this letter.
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iii. Disclosure of the corpus of IPF and policy on processing investor claims

a. BSE is advised to disclose the corpus of the IPF on its website and the
same should be updated on a monthly basis.

b. BSE is advised to disseminate its policy on processing investor claims from
IPF on its website. Further, BSE is advised to frame FAQs on their policy
on processing investor claims for easy understanding of the investors

BSE is advised to implement the same within 15 days of receipt of this letter.

iv. Implementation of Amendment in policy on processing investor claims

a. BSE is advised to give adequate notice to the investors before implementing
any amendment in the policy on processing of claims.

b. Further, in case of any amendment in the policy on processing of investor
claims, the same should not be applicable to the TMs who have been
disabled/suspended/declared defaulter by the exchange prior to the
effective date of implementation of policy.

4. BSE is advised to make necessary amendments to the relevant bye-laws, rules and
regulations for the implementation of the above decisions immediately. BSE is also
advised to take steps to make the investors aware of the aforesaid changes/
modifications.

5. BSE is advised to give a compliance report regarding the implementation of the
aforesaid directions within 30 days.

Yours faithfully,

fok

Ansuman Dev Pradhan

Encl: As above
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Standard Operating Procedure (SOP) for Handling of Claims of Investors in the Cases of

Default by Trading Members

Clients to fill the
claim form and
provide the
supporting
documents

online or offline, making necessary changes in the
claim form and providing additional details

» Supporting documents such as relevant bank
statements, demat statements, client ledger etc.
needs to be provided along with the claim form

» The Client would provide the bank details for
disbursal of the amount at this stage itself in case
the claim is admitted

» Exchange may seek further documents on case to

case basis

Sl. | Action Process to be followed Timeline
No.
Disablement of the | Disablement of the TM on account of trigger of SOP as | T day
Trading Member per SEBI circular dated July 01, 2020
(TM)
Z. Pre-filled forms to » The Exchange will provide the client his/ her funds | T+30 days
be sent to clients and securities balances as available with the
providing Exchange (uploaded by the TM with the exchange/
information as per client ledger etc.) and Trades data for 90
regarding balances days prior to disablement.
with the TM » The prefilled form would also include the details
available with the exchange such as PAN, address
etc.
» However, the balances to be provided to the client
would be provisional as they would be without
verification about its correctness/ completeness
» The exchange may give adequate caveats
regarding the balances shared with the clients and
may also mention that the claims would be
processed as per the SEBI Circular and Regulations
and Rules, Regulations, Byelaws of the exchange
3. Claim lodgment » The client would be required to fill claim forms either | Within 30 days of

receipt of pre-filled
form

However, client
can lodge claims
till the end of 3
years from the date
of the public notice

provided
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Sl

No.

Action

Process to be followed

Timeline

Processing of
claims and auditing

of claims

» The claims which are lodged in physical form are to
be entered in the exchange system for processing

» The claims received in physical form as well as
online are to be scrutinized to ensure that the claims
are supported by relevant documents such as proof
of payment, demat account statement, ledger
account statement etc.

» In case of any additional documents are required
from the client, the same is to be intimated to the
client immediately

» The claims which are complete in all respect are to
be processed by verifying the details / documents
provided by constituents with the Exchange’s
records viz. trades executed, unique client codes,
ledger supported by bank and demat statements
etc. and arrive at admissibility or otherwise of the
claims.

» After processing of the claims by the exchange, the
claims would be routed to the auditors to assess the
veracity and genuineness of the claims including

admissibility of the claim

Within 60 days of
receipt of the claim
the

form  from

clients.

Declaration of TM

as defaulter

» The exchange would follow the process for

declaring the TM as defaulter

Within

from

90 days
date  of
disablement  (on
account of
triggering of SOP)

(T+90 days)

Public Notice
regarding
declaration of

defaulter

» Exchange will issue a public notice in new papers
i.e. in national daily having wide circulation and in
the regional language new paper at the place where

the Stock Exchange is situated.

Within 3 working
days from the date
of declaration of

defaulter
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Sl. | Action Process to be followed Timeline
No.
» The notice would also contain a reminder to submit
all supporting documents
7. Approval of the > After processing and auditing of the claims, after | Within 15 days of
claim (by IPF Trust declaration of the TM as defaulter, the claims would | declaration of
on the basis of be placed before the Member and Core Settlement | default
recommendation of Guarantee Fund Committee (MCSGFC) for
MCSGFC and approval
Intimation to the » In case the assets of the defaulter and / or expelled
clients regarding member are insufficient to meet the admitted
admissibility of the amount, the MCSGFC would recommend payment
claim and of investor claims to the Trustees of the Investor
disbursal of the Protection Fund Trust (IPFT) for payment out of the
eligible amount Investor Protection Fund (IPF)
» The IPFT to approve the payment of the eligible

claim amount to the investor from the IPF
The exchange would communicate the decision on

claims to the clients post approval by the IPFT.

(The exchange would do away with the present practice

of obtaining indemnity undertaking from the clients)

oy

/l‘




Process for Review of the claim

Sl. Action Process to be followed Timeline

No.

1 Request for » In case the client is not satisfied with | Within 90 days of receipt of
review of the the processing of his claim, he/ she | intimation from the exchange
claim from the can file a review with the Member and | regarding admissibility of the
client (first Core Settlement Guarantee Fund | claim
review) Committee (MCSGFC) (first review)

» The MCSGFC will review the claim | Within 60 days of receipt of
and intimate it’s decision to the client | review application

2 Request for » In case the client is still not satisfied | Within 90 days of receipt of

review of the
claim from the
client (second

review)

with the review by the MCSGFC (first
review), he/ she can file a review with
the committee of Public Interest

Directors (PIDs)

intimation from the MCSGFC

on the first review

The committee of PIDs would review
the claim and intimate it's decision to

the client

Within 60 days of receipt of

the review application
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