Notes To Annexure

1.
How to Apply 

a) The application form duly filled in accompanied with necessary enclosures alongwith an account payee Demand Draft must be tendered at the Corporate or Branch office(s) of OTCEI at the addresses indicated in Point No.14 by December 22, 1999.
b) Payment should be made by an ‘account payee only’ demand draft drawn in favour of “OTC EXCHANGE OF INDIA” made payable at Mumbai. Applicants are advised to mention their name, address (with the city) behind the demand draft.
c) Applicants are advised to mention their correct mailing address for communication so as to enable the Exchange to clarify any queries. Applicants may kindly ensure that the address is not a postbox number, business center or any temporary arrangement.

2.
Details of Fees / Deposits / Charges

a) The applicant has to pay a one-time, non-refundable, non-adjustable admission fees of Rs.10 lacs which includes an application fee of Rs.1 lac payable alongwith the application for Dealership.  

b) In the event of rejection of the application for Dealership, a sum of Rs. 98,000/- (i.e. after deduction of the Dealership application processing fee of Rs. 2,000/-) would be refunded to the applicant without interest.

c) In the event of the applicant being selected as a Dealer, the balance of the non-refundable, non-adjustable admission fees of Rs.9 lacs would be payable by the applicant to OTCEI within thirty (30) days of the intimation of the selection.  Failure to pay the balance Admission Fee will attract penal interest @ 24% p.a. from the expiry of the abovesaid 30 days.   

d) The applicant is advised that if selected as a Dealer, an Annual Dealership Fee of such amount as may be prescribed by the Exchange from time to time would be payable by the Dealer.  It may however be noted that Annual Fees of Rs.5,000/- applicable for the first year of operation i.e. till March 2000 will be payable at the time of grant of admission by OTCEI.

e) The applicant shall waive any claim towards the Admission Fee of Rs.10 lac in the event SEBI denies the registration as stock broker. 

f) Base Minimum Capital : The applicant shall deposit with the Exchange, the  Base Minimum Capital (BMC) of Rs.4 lacs either in the form of cash, securities or bank guarantees, which shall be in addition to the payment of the non-adjustable, non-refundable fees of Rs.10 lacs. The deposit of BMC shall remain in the custody of the Exchange till the continuation of the Dealership, irrespective of the status of trading by the Dealer.

g) OTCEI reserves the right to call for any additional fees, charges or deposits from its dealers..

3. 
Eligibility of applicants 

a) Applicants eligible to apply for Dealership shall be : (i) Individuals; and (ii) Corporate entities (Partnership and Trusts not allowed).

b) In case the applicant is an Individual, the person should be above 21 years of age and ordinarily below 60 years of age at the time of registration with SEBI. 

c) The applicant should not be debarred in any manner from undertaking any of the following activities required of a Dealer i.e. dealing, stock broking, underwriting, market making, participation in bought-out deals, etc.

d) The applicant and/or its directors/proprietors (in case of Corporate entities/ proprietorships) should not have been proceeded against by any authority in the country.

e) In case the applicant has obtained Membership/Dealership on OTCEI through its subsidiaries, holding companies, group companies, partnerships, etc., details of the same may please be furnished.

f) In case the applicant being a Corporate entity has applied to OTCEI for Dealership/ Membership at any earlier point in time through its subsidiaries, holding companies, group companies, partnerships, etc., details of the same may please be furnished.

g) In case the applicant being an Individual entity has applied to OTCEI for Dealership/ Membership in his own capacity at any earlier point in time either as a partner in a partnership firm or as a director in a corporate entity, etc., the details of the same may please be furnished.
h) In case the applicant entity or any of the directors (in case of corporate entities) or any other group company/ies or firms has applied to OTCEI for Dealership at any earlier point in time, the details of the same may please be furnished.
i) In case the applicant being an Individual entity or any of the key personnel (in case of Corporate entities) have worked for a Member/Dealer of OTCEI, the details of the same may please be furnished.
j) The applicant is advised to refrain from carrying on any fund based activities and in case the applicant is engaged in such activities, it should undertake to sever such activity upon the grant of Dealership. 
k) Multiple Membership and Corporate Membership guidelines would apply as prescribed by SEBI.

l) In case the applicant is a member of other stock exchanges, the applicant must satisfy the Multiple Membership guidelines as prescribed by the Ministry of Finance/SEBI (i.e. The Membership must have been operative at the other stock exchanges for atleast 5 years). The applicant entity must furnish a ‘No Objection Certificate’ from the concerned Stock Exchange in the enclosed format i.e. Form (D).

m) In case the directors of Corporate entities are members of other Stock Exchanges, the applicant entity would have to furnish ‘No Objection Certificate’ from each of the concerned Stock Exchanges for each director who is a member in the enclosed format i.e. Form (D).

n) In case the applicant being an Individual or any of the directors in case of Corporate entity have applied for membership of other Stock Exchanges, the details of the same may kindly be furnished.

4.
Bank Reference

A sealed, confidential reference from the applicant’s banker(s) must be furnished alongwith the application in the prescribed format i.e. Form (H). In case the applicant maintains accounts with multiple banks, separate references (on duplicate copies of the above format) may please be furnished for each bank.  Each reference must be submitted in the relevant Bank’s envelope with the bank’s seal on the envelope.

5.
Networth Requirements 

A.  The Applicant entity :

a) in case of individual/proprietorship must have a minimum networth of Rs.15 lacs (excluding Dealership fees of Rs.10 lacs).

b) in case of Corporates must have a minimum paid up capital of Rs.10 lacs and total networth of Rs.20 lacs (excluding Dealership Fees of Rs.10 lacs).

B.  Basis for Computation of Networth  

The basis for computation of Networth is provided in the prescribed format i.e. Form C.

Note : 

The abovementioned assertions have to be certified in the enclosed format by a :- 
(i) Practicing Chartered Accountant in case of an Individual applicant;

(ii) Statutory Auditor in case of a Corporate applicant 

The detailed statements for each of the items must also be certified and enclosed with the application. 

The Chartered Accountant/Statutory Auditor must not be directly connected to or have any direct interest in the applicant entity.

C.  Networth requirements for OTCEI operations 

Each Dealer is required to commit certain capital (Base Minimum Capital) for the exclusive purpose of OTCEI operations. The net business exposure of each Dealer allowed on OTCEI will be a multiple of the amount of networth so committed (currently 8.5 times). According to the relevant SEBI guidelines, the Dealers of OTCEI will be required to back up such committed capital with either cash, securities or bank guarantees. The applicants are requested to take note of the same while filling in the answer for question 6(b).

6.
Details of operations
The applicant is advised to furnish the details of the area of its operations.

7.
Trading Experience
The applicant may indicate experience, if any, in the capital/money/stock exchange/commodities or other markets. The applicant is also advised to state the kind of experience, the number of years and nature of experience in each market. Also mention the experience of the corporate body/proprietorship and the key individuals separately. If an agent for mutual funds, units, etc., please indicate the same separately. Please indicate whether the experience is in the area of personal investments or on behalf of client(s) in the given format.

8.
Branch Offices/Sub-Broker Network
Dealers may have branch offices or their own sub-broker network. The details of the branch offices/sub-broker networks to be used for OTCEI operations are required to be provided. Kindly indicate in the prescribed format a list for each of the items giving name, address, telephone number(s), etc.

9.
Details of premises of OTCEI operations 
The applicant is advised to provide the details of the premises where the OTCEI counter would be located.

10.
Educational Qualifications 

Applicants applying in their Individual capacity must be atleast graduates and should provide his/her highest educational qualifications :

· Graduate - B.A.; B.Com; B.Sc.; B.Tech; LLB; etc.

· Post Graduate / Professional Qualifications - M.Com., M.Sc., M.Phil., Ph.D., MBA, CA, CS, ICWA, CFA, MCA, etc.

11.
Details of interest in other entities and shareholdings 
In case the applicant is :

a) an Individual entity, the details of interests in other entities, partnerships with details of shareholding and associated capacity may please be furnished.

b) a Corporate entity, the details of its directors, its interest in other entities/partnerships with details of their shareholding and associated capacity may please be furnished.

12. Applicable for all Applicants

The Applicant is advised to furnish details of two personnel having the minimum educational qualifications (i.e. graduate degree) who would operate the OTCEI counter.

13. Controlling Interest/Dominant Shareholding 

(To be filled ONLY in case the  applicant is a corporate entity)
The Applicant is advised to furnish :

a) Details of all shareholders having a holding more than 5% of the Company’s issued capital alongwith the details of the percentage holdings in each case of the Dominant shareholders.

b) Details of its interest in other entities with details of its shareholding and associated capacity (holding companies, associate companies, subsidiary companies, etc.).

c) Details of the issues made by the Company.

d) Details of the Board of Directors and the shareholding pattern in the prescribed format (Form B).

e) Company’s dividend payout in the last five years and in case no dividend has been paid details of the same to be furnished.

Note :

In case of Corporates :

a) The applicant corporate shall identify and declare a group of its shareholders, who shall be individuals (and not corporate shareholders not exceeding four (4) in number, who shall jointly or severally hold, at all points of time, a minimum of 51 % of the shares of the applicant corporate.

b) Such of these shareholders shall hereinafter be referred to as the dominant shareholders group.

c) In the computation of the Shareholding percentage of each of the dominant shareholders, the shares held by their relatives (as defined by OTCEI) shall be allowed to be added to the shareholding of such individual dominant shareholders so as to arrive at  the total shareholding by the dominant group.

Note : 
Relatives of the dominant shareholders would mean and include: 

Parents, spouse, brothers, sisters and children

d) In the event of the dominant shareholding group not having the requisite 51% of the shares (computed as above) at any point in time the change in the shareholding would tantamount to the reconstitution of the corporate entity and would constitute a breach of the continuing Dealership norms resulting in the Exchange deciding to suspend the Dealership till a review of the reconstituted corporate is carried out and fresh terms and conditions are carried out and fresh terms and conditions are made applicable.

e) No changes in the shareholding pattern of the corporate entity shall be carried out without the prior approval of the Exchange.

f) In the case of corporates with a networth of more than 20 crores the above dominant shareholding norms in so far as the individual shareholders are concerned shall not be applicable. However, full details of  all the major shareholders (above 5%) shall be furnished. The promoter group or the management group shall have to be identified and declared and such group shall be deemed to be in control of the Corporate entity. Any changes in such management control will require the prior permission of the Exchange in writing.

g) In case of subsidiary entity seeking the Dealership, the holding company shall have to meet the dominant shareholding norms as stated in (a to f) above.

14. Addresses and Telephone Numbers of OTCEIs Offices 

The addresses and telephone numbers of the Exchange’s offices are as mentioned herein below :

Corporate Office

OTC Exchange of India




92, Maker Towers ‘F’

Cuffe Parade

Mumbai 400005.

Tel :  (022) 2188164 / 2188511

Fax : (022) 2188503

E-Mail : otcexin@vsnl.com

Web Page : www.otcei.net 
Branch Offices
	North 

OTC Exchange of India

14-C, Atmaram House 

1, Tolstoy Marg


New Delhi 110001.

Tel : (011) 3739270
Fax : (011) 3739270
	East
OTC Exchange of India

C/o NSEIL

IDEAL Plaza, 1st Floor 

11/1 Sarat Bose Road

Kolkatta 700020.

Tel : (033) 2408805 / 703 

Fax : (033) 2408771 
	South 
OTC Exchange of India

C/o NSEIL

LaxmiNeela 

Ritechoice Chamber

5, Bazullah Road 

T. Nagar 

Chennai 600017.

Tel : (044) 8218431

Fax : (044) 8218430


Requirements  of Dealership 

1.
Operating personnel for OTCEI operations 

OTCEI may stipulate the need for one or more operating persons (in addition to the persons taking the test at the time of  selection) to undergo the test and qualify for the satisfactory operations of the OTCEI Counter.

2.
Infrastructure Arrangements 

The Dealer is advised to arrange for the following prior to the application for Dealership :  

a) Office space of atleast 200 square feet for OTCEI operations (own/long term lease of atleast 5 years).

b) Atleast 2 direct telephones and a fax at the designated OTCEI counter.

c) The PC/AT and peripherals of the minimum configuration (as may be prescribed by OTCEI) as well as other equipment should be acquired through OTCEI to enable standarisation of the equipment across the counters so as to reduce downtime due to usage of non-standard equipment.

d) Leased line facility/VSATS (or proof of application for the same having being made in case not already available) for communication purposes.

e) The Dealer is required to maintain the minimum networth in the manner prescribed in the application or as may be stipulated from time to time by OTCEI on an ongoing basis.

3.  Proof/documentation for information furnished

OTCEI may, at any point of time, ask for proof/documentation for information furnished in this application. In case the same is not furnished or found to be unsatisfactory / incorrect, OTCEI reserves the right to take suitable action in the matter, including termination of Dealership, if necessary.

4.
Clearing Account 


The applicant would be required to open a clearing account at Mumbai with the bank designated by OTCEI.

5.
Depository Participant Account 

The applicant would be required to open a depository account with a Depository Participant designated by OTCEI.

6.  
Capital Adequacy 

The Dealer would be required to abide by the Capital Adequacy norms and other requirements as may be deemed necessary by OTCEI.

7.
Compliance with necessary guidelines.. 


The applicant if appointed as a Dealer on the Exchange will be required to comply with all relevant guidelines/enactment's/notifications issued by SEBI from time to time including inter alia Capital adequacy, disclosures and related issues, the provisions of the Securities Contracts (Regulation) Act, 1956 and Rules thereto, Multiple Membership Rules, OTCEIs Rules and Bye-laws as intimated from time to time and any other relevant rules and regulations in force.

8.
Criteria for Selection 

The criteria for selection will be decided at the sole discretion of OTCEI and the decision of OTCEI would be final. 

Check List of Documents to be Submitted 

	Sr. 
	Particulars
	Yes/No
	Signature

	1
	Application - Form A along with Demand Draft for Rs. 1 Lac
	
	

	2
	Certified copy of Board Resolution of applicant company to seek admission as a Dealer of OTC Exchange of  India
	
	

	3
	Two copies of Memorandum and Articles of Association 
	
	

	4
	List of Dominant Shareholder along with the Undertaking from relatives - Form B(ia) and Form B(ib) 
	
	

	5
	Details of Shareholding pattern - Form B(ii) 
	
	

	6
	Details of Directors, Chief Executive/Proprietor/Individual applicant as per the Form B(iii) 
	
	

	7
	Networth Certificate - Form C
	
	

	8
	Last 2 years audited balance sheet 
	
	

	9
	Birth Certificate (in case of Individual applicant)
	
	

	10
	Certificates of qualification and experience of the Individual applicant/ Directors 
	
	

	11
	Details of  Multiple Membership - Form D(i)
	
	

	12
	No Objection Certificate(s) for individual applicant/ each Director from concerned Stock Exchange's - Form D(ii).
	
	

	13
	Declaration of the Individual applicant/Directors of the Corporate entity - Form E.
	
	

	14
	Declaration with regard to the fund based activities - Form F
	
	

	15
	Declaration with regard to admission fee - Form G.
	
	

	16
	Sealed Confidential Bankers Report - Form H
	
	

	17
	Identity Card - Form I
	
	

	18
	Infrastructure Details - Form J
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