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Classification of Micro, Small and Medium Enterprises

l ENTERPRISES l
(Manufacturing Enterprises ) C Service Enterprises >
(Ceiling on investment in (Ceiling on investment in

Plant & Machinery) Equipment)

| Rs25lakh |« > @ < » [ Rs10lakh |
v v
| Rs5 Crore |« > m < » | Rs2Crore |

v v
| Rs10Crore |« > < » | Rs5Crore |
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u About SME Industry 35E

A Micro, Small and Medium Enterprises (MSMES) contribute
- 8% of the country's GDP
- 45% of the manufactured output
- 40% of our exports

A Provide employment to abou cr. peoplehrough2.6 cr. enterprises

A The Micro Small and Medium Enterprise (MSME) sector formkthest
generator of employmenin the Indian economy.

A The MSME sector forms a major portion of the industrial activi
A
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u GovernmentalEfforts BSE

After L Yy R idegeadence Cottageand Smallscalesectorwas given prime importance

In the economicand industrial policiesfor:
A Industrialdispersal
A EmploymentCreation

Specifigpolicy measureganitiated for boostingthe growth of Small& Cottageindustries

Reservation of itemfor exclusive manufacturing in small sector

Preferential credit suppomneasures

Preferential government procurement policies

Infrastructural developmeniike the development of industrial estates,

testing labs, common facility centers

Entrepreneurship development A
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m MSME Development Act, 2006 35E

Micro, Smalland Medium EnterprisedDevelopmen{MSMEDAct, 2006
emphasizedan the following:

>\

Removeimpedimentsdue to multiple laws

Introduce statutory consultativeand recommendatorybodies
on formulating the MSMEpolicies

Improve registration proceduresof MSMEs

Statutory basisfor purchasepreferenceand credit policies
Improve realization of payments of MSMEs
WLYRdAzZZAUNEQ NBLI I OSR 08 WSYUSNLINARASQ gKAC
Constitution of MSME Board

Simplification of registration procedure

Policy of preferential procurement from MSMEs
Progressive credit support

A
Penalty for delayed payments M~
Provision for exit policy BSE SM
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m MSME Development Act, 2006 35E

A ThePrimeMinister's TaskForce(Jan 2010 hasrecommended
to setup adedicatedStockExchange/Platform for SME.

A SEBhasalsolaid downthe regulation
for the governanceof SMEExchange/Platform

A TheCirculardssuedby SEBIn this regardare asfollows:

a) http://www .sebigovin/quide/framework .pdf

b) http://www .sebiLgovin/Index.jsp?contentDisp=SubSection&sec RBE&sub_se
c_i1d=225

c) http://lwww .sebigovin/circulars/2010cirmrddp142010pdf

d) http://www .sebigovin/circulars/2010Qcircfddil062010pdf

e) http://www .sebigovin/circulars/201Qcirmrddsal 7.pdf ’:\\
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g \eedfor SME Exchange/Platform 35E

A Providethe SMEswith equity financingopportunitiesto grow their businessc
from expansiorto acquisition

A Equity Financingwill lower the Debt burdenleadingto lower financingcost and
healthierbalancesheet

A Expandthe investorsbase which in turn will help in getting secondaryequity
financing,includingprivate placement

A EnhanceO 2 Y LJ wisiiliya Media coveragecan provide SME with greater
profile andcredibility leadingto increasen the valueof its shares
A Incentivesfor greater venture capital participation by providing .
N

thusreducingtheir lock-in period 3cE Sr}?e




g \eedfor SME Exchange/Platform 35E

A Greaterincentivefor the employeesasthey can participatein the ownershipof
the companyandbenefitfrom beingits shareholders

A Encouragénnovationandentrepreneurialspirit
A CapitalMarket will help distribute risk more efficiently
by transferof riskto those,who are bestableto bearit
A SMEsectorwill grow better on two pillarsof Financiabystem

l.e. Bankingand CapitalMarket

Initiating a dedicatedStockExchangdor { a 9 willleadto mobiliecatinnnf tha
diversified resourcesof finance and build a bridge between the F 3
Equityandthe VentureCapitalby providingan exit route. 3G ngTE
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o Introduction BSE

Capital Market Regulatdr 9 . L KIa 3IAOSY WLY t NAYyOAL
to Bombay Stock Exchange (BSE) Ltd. To launch the BSE SME Exchange.

BSEi§ SOSNI IAy3a GKS SEAaAGAY3T WOljdza (& LI |
for launching the BSE SME Exchange. Negligible cost in launching the platform.

All Merchant Bankers empanelled with SBEd by default MBs for this segment.
Additional responsibility of secondary market for market making.

AllMembers registered with BSfte by default Members for this segment.
No additional infrastructure required by Members for secondary market trading.

SeE i
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SME companiewith post issue paid up capital up to 2eores
can list on the BSE SME Exchange.

100% under writindpy the Merchant bankers mean that
the SME listingum-IPO issue will be 100% success.

Opportunity of Sulbunder writingfor large investors.
Larger participation of investorsexit option
Liquidityin the secondary market market making

Better opportunity for SMEs faquity fund raising.

)

3SE sm
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m SME ExchangeSEBI Guidelines 35€E

A

Issuerwith postissuefacevaluecapitalup to Rs10 croresshallbe coveredunderthe
SMEPIlatform,Issuerwith postissuefacevaluecapitalbetweenRs10 ¢ 25 croresmay
get listed at SMEPIlatform and Issuewith post issueface value capital above Rs25
croreshasto necessariljisted at mainboard of the Exchanges

Suitableprovisionsfor migrationto/ from mainboard

The minimum applicationamount as well as minimum trading lot shallnot be less
than Rs1,00,000/ -

All existing Trading Members would be eligible to participate in SME exchange
without anyfurther registration

100 underwritten issuesand Merchant Banker/sshallunderwrite 15%in their own
account

The Merchant Bankerto the issue will undertake market making through a stock
broker who is registeredas market makerwith SMEExchangeThe MerchantBanker
shallbe responsiblefor marketmakingfor a minimumperiod of 3 years

A

3SE sm
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SME ExchangeSEBI Guidelines Market Maker 3GE
gg Obligation of Merchant Bankers

A

> > D> >y >y D> D

p>X

Shallbe required to provide two way guote for 75% of time in a day, to be
monitored by the Stockexchange

Theminimumdepth of the quote shallbe Rs1 lakh

Executiorof ordersat the quoted priceand quantity to be guaranteedoy MMs
Not more than 5 market makersfor a scrip

Market Makersmaycompetewith the other Market Makers

Market Makerallowedto deregisterby givingone month noticeto the exchange
Theexchangeshallprescribethe minimumspreadbetweenBidand Askprice

Duringthe compulsorymarket makingperiod, the promoter holdingshallnot be
eligiblefor the offeringto marketmakers

Tradingsystemmay be either order drivenor quote driven

A
~
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g About BSE SME Exchange/Platform 35E

A

BSHEhasproposedto setup a SMEExchange/Platfornon the guidelinesissuedby
SEBI

TheSMEExchangeGSegmenwill be a part of the BSH_td.
TheSMEExchangevill be includedasa group

inthe. { BVBAlaystem¢ " @ndW¥ a GrQups

Allthe existingMembersof BSEare membersfor BSESMEalso(by default).
Membersintend to do Market makingneedto intimate the exchange,
sothat they canbe empanelled

TheBSESMESegmentill be part of the BSEBOLTSystem

No additionalinfrastructureis requiredby the Memberbrokers
Thetradingtime of this platformisfrom 09:00amto 03:30noon

Allthe empanelledmnerchantbankerswith SEBtando merchantbankinn
for the BSESMEExchanggby default). 2§
3SE sm
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Settlement Rolling
Settlement Cycle T+2
Demat/ Physical Demat

Listing

Simplified listing

Listing Compliance

Simplified and liberal

Presence

National

Trading system

BOLT

Reporting

Internet Reporting
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g Additional Guidelinefor Companies (1/3)

BSESMEhaslaid downthe EligibilityCriteriafor the companiedor Listingon BSE
SMEExchange/Platform

1. Net Tangibleassetsof at least Rs 1 crore as per the latest audited financial
results

2. Networth (excludingrevaluationreserves)f at leastRs 1 crore asper the latest
auditedfinancialresults

3. Trackrecord of distributable profits in terms of sec 205 of CompaniesAct, 1956
for at leasttwo yearsout of immediatelyprecedingthree financialyearsandeach
financialyearhasto be a period of at least12 months Extraordinaryincomewill
not be consideredior the purposeof calculatingdistributableprofits. Otherwise,
the networth shallbe at leastRs3 crores

A
-

3SE sm
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@ Additional Guidelinefor Companies (2/3) 35€&

4. Other Requirements
A The postissue paid up capital of the company shall be at least Rs. 1 crores

A The company shall mandatorily facilitate trading in demat securities and enter
Into an agreement with both the depositories.

>

Companies shall mandatorily have a website

5. Certificate from the applicant company / promoting companies stating the
following-:

A The Company has not been referred to the Board for Industrial and Financial
Reconstruction (BIFR).

A Note: Cases where company is out of BIFR are allowed.

I There is no winding up petition against the company that has been accepted
by a court. R
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g Additional Guidelinefor Companies (3/3) 35&

6. Listing Process will also involve

A For listing on BSE SME platform promoters will mandatorily be required to attenc
an interview with the Listing Advisory Committee

A
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g Direct ListingNorms (1/3)
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BSE Ltd has taken a decision to allow@Dmect Listingon BSE SME Platform for
the listed companies on Recognised Stock Exchanges, if they fulfil the eligibility

criteria laid down below

1.

Paid up capital

Networth

Profit making track record

Minimum of Rs.kroreand maximum up to Rs. Z5ores as on
the date of making application for direct listing.

Net worth (excluding revaluation reserves) of at least Rsofe
as per the latest audited financial results

Distributable profits in terms of sec. 205 of Companies Act, 1
for at least 2 out of 3 immediately preceding financial years
based on audited financial results with the last financial year
reporting profit.

Provided that extraordinary income shall not be considered f
calculating distributable profit.

Provided further that total period of latest 3 Financial Years
should comprise a period of at least 36 months

Otherwise, thenetworth shall be at least Rs@Groresas per the
latest audited financial results

sm
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g Direct ListingNorms (2/3)
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4. Public Shareholding

5. No. of public shareholders

6. Trading in Compulsofyemat

7. Listing track record with Recognized
Stock Exchange

8. Information Memorandum

9. Migration

10. Appointment of Market Maker

Shall comply with the requirements of SCRA, SCRR and Lisl
Agreement.

Minimum 50

Minimum of 50% of the public shareholding should be held ir
dematform.

Listed on any recognized Stock Exchange.

Information Memorandum as provided in Schedule Il of
Companies Act, 1956 to the extent applicable, as certified by
the Company Secretary/ MD of the Company.

Companies can make a fresh application to migrate to main
board after a period of two years from the date of listing on S
Platform, provided it fulfills the norms of Direct Listing on the
Main Board.

Aat least one Market Maker shall be appointed for a minimurr
period of 3 years from the date of listing on SME platform.
Arhe Market Maker shall hold at least 5% of the issued capit
the company on the date of listing of the company on SME
platform

N
sm
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g Direct ListingNorms (3/3) 35€E

Kindly refer tovww.bsesme.confor further information.
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A Number of Member Brokers registered with BSE for the purposgoaig the
Market Making activity in BSE SME are 30. And we expect this number to
Increase in the coming time.,

g KeyStatistics

BSE SME Platform has 2 companies listed .Namely, BCB Finance Ltd. and Mon:
Health Services Ltd.

3 companies have filed their DRHPs with the Exchange. And arotitsl 10
companies are in the various stages of the Listing Process.

>

A The DRHPs of the companies can be seemitpn/bsesme.com/index.htm

T\

The final Prospectus of the listed companies can seen on
http://bsesme.com/drhp.aspx
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o Feednvolved BSE

Listing Fees:

Annual Fees will be charged on the basis of the Market Capitalization and not on
the basis of the issue size. The revised Annual Fees is Rs 265/0@0/1% of full
market capitalization, whichever is higher. The basis of calculation of Market

Capitalisation will be the closing price as oA 8larch or the last day of trading
In the financial year.

Book Building Fees

Up to Rs. 1@rores Rs. 200000/ Rs. 1000006/ Rs. 1000006/
More than Rs. 10 Rs. 300000/ Rs. 150000/ Rs. 150000/
crores
3SE Sme




o Research Repofor SME Companies 35&

A At the initiative of SEBI to have a sponsored research program and post research
reports of on websites, BSE had sought proposals last year from research agencies
which have the requisite experience to provide independent, high quality and
continuing research. The goal of this initiative is to create and disseminate company
specific research focused on small and 4tegh companies, which do not have any
research coverage in a format accessible to the retail investor. Based on this, BSE ha
empanelled SEBI approved rating agencies for making the Research Reports. We ar
pleased to inform that the same has been extended to the BSE SME Platform and th
Research Reports will be published for the listing SMEs through IPOs on BSE SME
Platform.

A CKS dhoa2SOiA@Se 2F GKS wSaSlk NOK O2JSNI
availability to the investors and remove "Information Asymmetry". The Research
report will focus and bring out the strength of the listing SMEs, which will be
foundation for their growth. It will provide the best quality of research coverage to
AVOSAU2NE F2NJ 0KSANI oSYSTFAID ¢CKA& AYAl
company friendly exchange. It is intended to motivate smaller companis A
look at BSE SME Exchange Platform as a preferred exchange. 3SE Sme




=SSE

Beneficial
Aspects

==




