The Securities and Exchange Board of India (SEBI), in exercise of its powers under Section 4 of the
Securities Contracts (Regulation) Act, 1956, has vide its letter No.
SEBI/HO/CDMRD/DEA/OW/P/2017/01920/1 dated 24" January 2017, approved the Rules of
Indian Commodity Exchange Limited (ICEX Rules). The Rules of the Exchange as approved by SEBI
are as under and these Rules shall come into force on the date of their publication in the Official
Gazette of India.

RULES OF INDIAN COMMODITY EXCHANGE LIMITED

In exercise of the powers conferred under Section 4(5) read with Section 7A of the Securities Contracts
(Regulation) Act, 1956 and with the previous approval of the Securities and Exchange Board of India,
the Indian Commodity Exchange Limited makes the following Rules, namely:-

1. SHORT TITLE AND COMMENCEMENT

1.1. These Rules shall be known as “The Rules of the Indian Commodity Exchange
Limited," and are for the sake of brevity and convenience, hetrein referred to as “these
Rules” or “the Rules of the Exchange”.

1.2. These Rules shall come into force with effect from such date as Securities and Exchange
Board of India (hereinafter referred to as SEBI) and the Board of Indian Commodity

Exchange Limited {hereinafter referred to as “the Exchange”} may appoint and notify in
that behalf.

1.3. These Rules shall be in addition to the provisions of the Securities Contracts (Regulation)
Act, 1956 (hereinafter referred to as “SCRA”) and the Rules and Regulations made
thereunder and the Securities and Exchange Board of India Act, 1992 (hereinafter referred
to as “SEBI Act”). These Rules shall at all times be read subject to the provisions of the
SCRA and the Rules and Regulations made thereunder and SEBI Act and the Rules and
Regulations made thereunder and Circulars issued thereunder by the Government of India
and/or SEBI from time to time.

1.4. In case of difference between any rules of the Exchange and SCRA or the provisions of
SEBI Act or Rules and Regulations made thereunder, the provisions of SCRA or SEBI Act or
Rules and Regulations made thereunder shall prevail.

2. DEFINITIONS

2.1 Unless in the context it is explicitly stated otherwise, all words and expressions used herein
but not defined herein shall have the same meanings as specified in the following:

1. Securities Laws and the rules framed there under and shall include:

a) All regulations existing or new issued or prescribed by SEBI and made applicable to
the Commodity Derivatives market; and

b) All circulars and directives issued or that may be issued and made applicable by SEBI
to the Commodity Derivatives market; and

¢) All circulars and directives issued by SEBI and notified by the Exchange through a
circular.

2. Bye Laws, Rules, Memorandum and Articles of Association of Indian Commodity
Exchange Limited and regulation.

2.2 For the purpose of interpretation or management of the Exchange, and in case of any
discrepancy, the interpretation as may be taken by the Board of the Exchange shall be
final and binding on all associated with the Exchange directly or indirectly.

2.3 Meaning of certain words and expressions



a. ‘Active Member of the Exchange’ means a member of the Exchange, who is not an inactive
member of the Exchange.

b. ‘Associate’ in relation to a member of the Exchange, whether individual, body
corporate or firm or any other entity shall include a person:

i) who, directly or indirectly, by himself, or in combination with other persons, exercises
control over the Member of the Exchange, whether individual, body corporate or firm or
holds substantial share of not less than 15 per cent in the capital of such entities, or in
respect of whom the broker, individual or body corporate or firm, directly or indirectly, by
itself or in combination with other persons, exetcise control; or

ii) Whose director or partner is also a director or partner of the broker, body corporate or
the firm, as the case may be.

c. ‘Base Capital’ means and includes the initial security deposit, additional security
deposit, margin money, any other credit amounts, bank guarantee, and other collateral, by
whatever name called, specified to be part of the base capital.

d. [Deleted|

e. ‘Regulations’ means the Regulations of the Exchange for the time being in force and
include, code of ethics / conduct / governance, circulars, notices and such other
Regulations prescribed by the Board of Directors or Relevant Authority from time to time
for the operations of the Exchange and these shall be subject to the provisions of the
SCRA and the Rules and Regulations made thereunder and the SEBI Act and the Rules and
Regulations made thereunder and directives issued by SEBI from time to time and Bye
Laws and Rules of the Exchange.

f.  “Clearing House” means a division of the Exchange or any agency identified by the relevant
authority or any independent entity such as Clearing Corporation set up and empowered
suitably to act as a facilitator for processing of deliveries and payments between clearing
members /trading members and participants for trades effected by them on the exchange.

ff. “Clearing Corporation” means an entity that is established to undertake the activity of
clearing and settlement of trades in securities or other instruments or products that are
dealt with or traded on a recognized stock exchange and includes a clearing house.

g. “Clearing member” means a person having clearing and settlement rights in any recognised
clearing corporation and shall include any person having clearing and settlement rights on
the Exchange.

Provided that such a clearing member of the Exchange shall be required to become a
member of a recognised clearing corporation from such date as may be specified by the
SEBI.

h. ‘Commodity’ means goods as defined under clause (bb) of section 2 of SCRA, 1956.

HA. Commodity derivative” means a contract —

(i) for the delivery of such goods, as may be notified by the Central Government in
the Official Gazette, and which is not a ready delivery contract; or

(i) for differences, which derives its value from prices or indices of prices of such
underlying goods or activities, services, rights, interests and events, as may be
notified by the Central Government, in consultation with the SEBI, but does not

include securities as teferred to in sub-clauses (A) and (B) of clause (ac) of section
2 of SCRA.



i) ‘Control” shall include the right to appoint majority of the directors or to control the
management or policy decisions exercisable by a person or persons acting individually or
in concert, directly or indirectly, including by virtue of their shareholding or
management rights or shareholders agreements or voting agreements or in any other
manner

ia.  “Derivative” includes—
(A) a secutity derived from a debt instrument, share,

(B) a contact which derives its value from the prices, or index of
prices, of underlying securities;

(C) commodity derivatives;
(D) such other instruments as may be declared by central government to
be derivative.’;

j. ‘Executor’ or ‘Administrator’ in relation to a deceased Member of the Company, means
a person who has obtained probate or letter of administration as the case may be, from a
Court of competent jurisdiction and shall include holder(s) of succession certificate
authorizing the holder(s) thereof to negotiate or transfer the share or shares of the deceased
Member of the Company and shall also include the holder of a certificate granted by the
Administrator General under Section 31 of the Administrator Generals Act, 1963.

k. ‘Family Member’ of a member of the Exchange means, the member’s father or mother or
spouse or son or sons or unmarried daughter or daughters or daughter- in-law or
daughters-in-law or fathet’s brother or brothers or son’s or sons’ son or sons or brother or
brothers or unmarried sister or sisters or brothers’ son or sons.

1. ‘Inactive Member of the Exchange’ means a member of the Exchange who has not traded in
the Exchange even for a single day in a year.

m. ‘In writing’ or ‘Written” includes handwriting, typewriting, printing, lithography, fax,
downloading through computers, e-mail and/or other modes of representing or
reproducing words in visible form.

n. “Member of the Exchange’ or ‘Exchange Member’ means a person, a sole
proprietary firm, , a partnership firm governed under Indian Partnership Act, 1932, a Limited
Liability Partnership (LLP) incorporated under Limited Liability Partnership Act, 2008,
a company (as defined under the Companies Act), a co-operative society, a body
corporate or public sector organisation or statutory corporation or a government
department or non- government entity or any other entity admitted as such by the
Exchange for trading, clearing or settlement of contracts permitted in the Exchange and
shall not mean a sharcholder of the Company unless expressly stated. Membership of the
Exchange in this context shall not mean or require or entitle shareholding in the Company.

‘Multiple Trading Membership’ means an individual, or a partnership firm or a LLP or a
company (as defined under the Companies Act) or a body corporate or any other entity
having either, directly or indirectly, or is in the process of acquiring, control in another entity
which is a member of the Exchange of ecither the same Exchange and/or of any other
Exchange/s and shall include:

i, An individual member of the Exchange being a member of one Exchange, is also a
member of another Exchange, or

i.  An individual, being a member of one Exchange is also a designated
director/nominee of a company/ body corporate, which is a member of another

Exchange, or

iii.  An individual, who is a designated director/nominee of a company/body corporate



which is a member of an Exchange in which there are at least two designated
directors/nominees and one of the designated directors/nominees is a member
individually of another Exchange, or

iv. An individual, being a member of one commodity/stock Exchange or an
individual, who is a designated director/nominee of a company/body corporate,
which is a member of one Exchange, is a designated partner in any partnership firm
of another Exchange.

p. ‘Non-member Client or Registered Non-member’ means a client or non-member client who

is registered with the Exchange from time to time under the Bye-Laws.

pa. ‘Non-transferable specific delivery contract’ means a specific delivery contract, the rights

or liabilities under which or under any delivery order, railway receipt, bill of lading,
warehouse receipt or any other documents of title relating thereto are not transferable.

Pb. ‘Option in commodity derivatives’ means a contract for the purchase or sale of a right to

qg.

.

ra

buy or sell, or a right to buy and sell, commodity derivatives in future, and includes a teji, a
mandi, a teji mandj, a galli, a put, a call or a put and call in commodity derivatives

‘Person’ includes an individual, partnership firm, LLP, body corporate, corporation, , a co-
operative society, association of persons, bank, financial institution, public sector
organisation, statutory corporation, a government department or non-government entity
or such other person as the Board may decide from time to time.

Place of Business' means an office where a member is conducting a bona fide
business for dealing in commodities/securities and the address of which is officially
intimated to the Exchange.

. “Ready delivery contract” means a contract which provides for the delivery of goods and the

payment of a price therefor, either immediately, or within such period not exceeding eleven
days after the date of the contract and subject to such conditions as the Central Government
may, by notification in the Official Gazette, specify in respect of any goods, the period
under such contract not being capable of extension by the mutual consent of the parties
thereto or otherwise;

Provided that where any such contract is performed either wholly or in part;

i. by realisation of any sum of money being the difference between the contract
rate and the settlement rate or clearing rate or the rate of any offsetting contract;
ot

ii. by any other means whatsoever, and as a result of which the actual tendering of the
goods covered by the contract or payment of the full price therefor is dispensed
with, then such contract shall not be deemed to be a ready delivery contract;

s. ‘Recognised Exchange’ means and includes deemed recognised stock exchange or commodity

derivative exchange which is for the time being recognised by the Central Government /
SEBI under SCRA.

‘Remisier” means a person, who is engaged by a member of the Exchange primarily to
solicit business for the member for trading on the Exchange and who has and continues to
meet the qualification and the code of conduct, if any, prescribed by the Exchange or the
SEBIL

u. ‘Rules” means the Rules of the Indian Commodity Exchange Limited approved by the

Securities and Exchange Board of India.



v. ‘Securities’ include:

1. shares, scrips, stocks, bonds, debentures, debenture stock or other marketable securities
of a like nature in or of any incorporated company or other body corporate;

il. derivative;

iii. units or any other instrument issued by any collective investment scheme to the
investors in such schemes;

iv. security receipt as defined in clause (zg) of section 2 of the Securitisation and
Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002;

v. units or any other such instrument issued to the investors under any mutual fund
scheme; Explanation — For the removal of doubts, it is hereby declared that
“securities” shall not include any unit linked insurance policy or scrips or any such
instrument or unit, by whatever name called, which provides a combined benefit
risk on the life of the person’s and investment by such persons and issued by an

insurer referred to in clause (9) of section 2 of the Insurance Act, 1938 (4 of 1938).

vi. any certificate or instrument (by whatever name called), issued to an investor by
any issuer being a special purpose distinct entity which possesses any debt or
receivable, including mortgage debt, assigned to such entity, any acknowledging
beneficial interest of such investor is such debt or receivable including mortgage
debt, as the case may be;

vii. Government securities;

viii. such other instruments as may be declared by the Central Government to be
securities; and

ix. rights or interest in securities;

va. SECURITIES LAWS” means the SEBI Act, 1992, SCRA 1956, Depositories Act, 1996,
Companies Act, 2013 and any rules, regulations, circulars, guidelines or directions issued,
thereunder.

vaa. Specific delivery contract” means a commodity derivative which provides for the
actual delivery of specific qualities or types of goods during a specified future period at a
price fixed thereby or to be fixed in the manner thereby agreed and in which the names of
both the buyer and the seller are mentioned,;

w. ‘Trading system’ means such spaces, systems and networks, which carries out trade
matching and allied functions, as the Exchange may from time to time determine and
which shall be notified by the Board as reserved for trading in contracts for specific
commodities permitted on the exchange, and also includes its trading segments.

wa. Transferable specific delivery contract” means a specific delivery contract which is not a
non- transferable specific delivery contract and which is subject to such conditions relating
to its transferability as the Central Government may by notification in the Official
Gazette, specify in this behalf.’.

2A  INTERPRETATION OF CERTAIN WORDS AND EXPRESSIONS.
Words and expressions used herein and not defined in this Rules but defined in the SCRA
and the Rules and regulations made thereunder or the SEBI Act and the Rules and

regulations made thereunder shall have the same meanings respectively assigned to them
in those Acts, Rules and Regulations.’.

3. MANAGEMENT OF THE EXCHANGE



The Board may organise, maintain, control, manage, regulate and facilitate the operations of
the Exchange and of commodities/securities transactions by trading members / clearing
members, subject to the provisions of the SCRA and the Rules and Regulations made
thereunder and SEBI Act and the Rules and Regulations made thereunder, and any directives
issued thereunder or as may be prescribed from time to time. The Board shall, subject to
the guidelines / directives of SEBI, appoint various Committee(s)/panel, from time to time,
for managing the assortment affairs of the Exchange. Collectively the Board and the
Committees / panel(s), so formed be called as the Relevant Authority for the purpose of these
rules.

a. The Board may, subject to the guidelines / directives of SEBI , from time to time
constitute / re-constitute ~ Membership Admission Committee, Executive Committee,
Trading Committee, Clearing House Committee, Infrastructure and / or System Steeting
Committee, Atrbitration Panel, Vigilance Committee and Other Committees/Panels/
Advisory Boards etc., as it may think fit. The composition, role, functions and powers
of the Committees/panels shall be determined by the Board as per directives of the SEBI ,
if any, issued from time to time.

b. A member of any Committee who is on the Committee by virtue of being a
Member of the Exchange or of the Clearing House or of the Clearing Corporation shall
vacate such office forthwith if he ceases to be a Member of the Exchange and/or member
of Clearing House or of the Clearing Corporation, as the case may be; or upon
suspension, expulsion or declaration as defaulter by the Exchange; provided that the
Board will have the power to terminate the services of a Committee member at any
point of time, if it so desires.

c. The Committees, Panels and Advisory Boards shall consist of such number of
members as the Board may determine from time to time.

d. The Board may induct Exchange Members and commodity experts on the Committees,
Panels and Advisory Boards, in such numbers as may be decided by the Board from time
to time.

e. The Committees shall have such responsibilities and powers as may be delegated to them
by the Board from time to time which may, inter alia, include the
responsibilities and powers to be discharged in accordance with the provisions of the
Bye-Laws and Rules.

f. The Board may either swo mofo or upon receiving specific request from the SEBI,
shall furnish the details of composition / changes in the composition of the Committees
of the Exchange. The Exchange shall furnish annual information regarding status of
composition of Board of Directors, its Committees, Panels, Advisory Board etc.

g Without prejudice to the generality of the foregoing, the Board is empowered to make
Regulations, subject to the provisions of the SCRA and Rules made thereunder, for all or
any of the following matters:

i) Norms, procedures, terms and conditions for admission to membership of the
Exchange;

i) Conduct of business of the Exchange;

iii) Conduct of trading members / clearing members with regard to the business of the
Exchange;

iv) Prescription from time to time, and administration of penalties, fines and other
consequences, including suspension/expulsion of Trading / Clearing Members from
the Exchange for violation of any requirements of the Rules, Bye Laws and
Regulations and the codes of conduct;



v) Manner of operations and interfacing with clearing bank(s) and other clearing and
settlement agencies;

vi) Prescription, from time to time, of capital adequacy and other norms which shall
be requited to be maintained by different categories of Trading / Clearing
Members;

vii) Maintenance of records and books of accounts by Trading / Clearing Members as may
be specified from time to time;

viii) Investigation of the financial condition, business conduct and dealings of the Trading
/ Clearing Members;

ix) Disciplinaty action/procedures against any Trading / Clearing Member;

x) Declaration of any trading member / clearing member as a defaulter or suspension or
resignation or exclusion from trading membership / clearing membership and
consequences thereof and Readmission;

xi) Conditions, levy for admission or subscription for admission or continuance of trading
membership / clearing membership;

xii) Chatges payable by trading members / cleating members for business
transacted through the Exchange, as may be laid down from time to time;

xiif) Investigation of the financial condition, business conduct and dealings of the trading
members / clearing members;

xiv) Such other matters in relation to the Exchange as may be specified under the
provisions of the Articles of Association, Bye Laws or these Rules or as may be
necessary or expedient for the organisation, maintenance, control, management,
regulation and facilitation of the operation of the Exchange.

The Regulations made by the Board or the Guidelines and Circulars issued under the said
Regulations shall be subject to the directives, if any, received from the SEBI from time to time
and shall be deemed to have been amended, modified or deleted accordingly.

The Model constitution / powers / operation of various committees for the Exchange
Operation may be as follows:

3.1.EXECUTIVE COMMITTEE

a.

C.

An Executive Committee shall be appointed by the Board for the purposes of
managing the day to day affairs of the Exchange

The Executive committee may perform as an Apex committee for the purpose of
Exchange operations and other Exchange committees may be subject to the
superintendence and supervision of the Executive Committee.

The committee shall be constituted from amongst the Senior Executives of the
Exchange and /or the Board of Directors of the Exchange and /or by the inductions of
the experts from the commodities eco-system. The Board may also from time to time,
include special invitees on the Committee and for such period, as it may deem necessary.

d. The prime function of the Executive Committee is to implement the provisions of Bye-

Laws, Rules and Business Rules / Regulations of the Exchange and for such other
matters as may be directed by the Board from time to time.



e. The Executive Committee shall have such responsibilities and powers as may be
delegated to it by the Board from time to time, which may, zuter alia, include the
following responsibilities and powers to be discharged in accordance with the
provisions of the Bye Laws and Rules :

(a) Admitting trading members;

(b) Supervising the market and promulgating such Business Rules and Codes of
Conduct as it may deem fit;

(c) Determining from time to time, fees, deposits, margins and other monies
payable to the Exchange by Trading members and the scale of brokerage
chargeable by Trading members;

(d) Prescribing, from time to time, capital adequacy and other norms which shall
be required to be maintained by Trading Members;

(¢) Prescribing, from time to time, and administering and effecting penalties, fines
and other consequences, including suspension / expulsion for defaults or violation
of any requirements of the Bye-laws and Business Rules / Regulations and the
Rules and Codes of conduct and criteria for readmission, if any promulgated
thereunder;

(f) Administering, maintaining and investment of the corpus of the Fund(s) set up by
the Exchange including Settlement /Trade Guarantee Fund,;

(¢) Norms, procedures and other matters relating to arbitration;
(h) Power to take disciplinaty action / proceed legally against any trading member;

(i) Dissemination of information, announcements to be placed on the quotation
systems;

() Any other matter delegated by the Board.

The Regulations and Conducts promulgated by the Executive Committee or any norms or
procedures prescribed by it shall be subject to the directives, if any, received from the SEBI
from time to time and shall be deemed to have been amended, modified or deleted accordingly.

3.2.MEMBERSHIP COMMITTEE AND ITS FUNCTIONS:

a. A Membership Committee shall be appointed by the Board for the purposes of
admission and administration of the matters relating to the Members of the Exchange.
The Membership committee shall as may be directed by the board report to the
Board and /or the Executive Committee.

b. The Functions of Membership Committee shall be to recommend admission of new
Members of the Exchange as per the Rules and Bye-Laws of the Exchange. The
Committee shall also have the power to recommend to the Board for refusing
membership to an applicant, if it is satisfied that in the interest of the Exchange it is
expedient to do so. In case of rejection, it shall record its recommendation in writing,

c. The Committee before making recommendations regarding admission of any applicant as
member of the Exchange shall perform the due diligence in terms of the Know Your

Customer (KYC) norms laid down from time to time.

d. The Committee will select the members based on the terms and conditions of



membership as may be specified by the Board for different classes of members from
time to time.

3.3. TRADING COMMITTEE AND ITS FUNCTIONS:

A Trading Committee shall be appointed by the Board for the purposes of review of
functioning of the trading system, price limits, position limits, risk management procedure etc.
The Trading Committee shall as may be directed by the board, report to the Board and /or
the Executive Committee. The recommendation of the Trading Committee as accepted by
the Trading Committee and/or the Board shall take effect only after the approval of the
SEBI. The directives issues by the SEBI suo moto in respect of the trading system, price
limit, position limit, risk, procedure, etc shall be implemented by the Managing Director/CEO
forthwith.

The Trading Committee’s functions include:

a. Review and recommend Rules for automated trading for proper functioning of the
trading system and for the selection of, and trading in, approved
commodities /securities;

b. The specification of price limits for each contract month within which any
derivative contracts in any commodity shall be transacted in the Exchange, the
suspension of trading in one or more contracts when pre-set price limits (circuits) are
breached, and the conditions for the relaxation or tightening of price limits along
with the new limits when necessary;

c. The specification of position limits for each contract within which a futures
contract shall be transacted and held by members of the Exchange and clients, the
conditions for the relaxation or tightening of position limits along with the new limits
when necessary, and the conditions under which exemptions or concessions may be
granted to members of the Exchange uniformly or selectively;

d. Review and recommend risk management systems to ensure that trading takes place in
a fair and safe manner;

e. Recommend Regulations for clearing and settlement;

f.  Approval of the basis for computation of the settlement price for each clearing day
and special settlement rates for settlement of disputes or on days when there is no
trading; and

g. Dealing with emergencies and special situations.

The Regulations for clearing and settlement made on the recommendation of the Trading
Committee and the price limit or position limit prescribed by it shall be subject to the
directives, if any, received from the SEBI from time to time and shall be deemed to
have been amended, modified or deleted accordingly.

3.4.CLEARING HOUSE COMMITTEE AND ITS FUNCTIONS:

A Clearing House Committee shall be appointed by the Board for the purposes of review of
margin structure, to determine the modalities in case of defaults, losses, damages and actions
thereof. The Clearing House Committee shall as may be described by the board, report to the
Board and /or the Executive Committee.

Subject to the directives issued by the SEBI from time to time, the Clearing House
Committee’s functions include:



a. The Clearing House Committee shall recommend the margin structure
applicable for each commodity and contracts;

b. To recommend action in the event of a default by members of the Exchange after
examining the desirability of transferring any part or all of the open positions cleared
and registered by the clearing house and the desirability of closing out any patt or
all of the open positions cleared and registered by the clearing house.

c. To determine losses, damages and penalties resulting from any defaults including
delivery defaults, and

d. To recommend action against defaulting members of the Exchange and the manner
of utilisation of the Settlement Guarantee Fund, as per the Rules and Bye-Laws of the
Exchanges.

3.5, ARBITRATION PANEL AND ITS FUNCTIONS:

The Board shall from time to time appoint a panel of Arbitrators for the purpose of dispute
resolutions on the transactions effected on the Exchange. The functions of Arbitration
Panel involves to give arbitration award in cases referred for arbitration, which shall be
between different classes of Members of the Exchange inter-se, and between Members of
the Exchange and their clients in terms of the Rules and Bye-

Laws of the Exchange. The Board, Executive Committee and the CEO shall have power to
require the Vigilance Committee or designate an officer, to conduct inquiry against any
Member, if the Board, the Committee or the CEO is satisfied based on the complaint and/ or
documentary evidence from any client that the ends of justice would be met, if the inquiry is
conducted by the Vigilance Committee or the designated officer of the Exchange rather
than requiring the client to take the arbitration route. Such inquiry shall also be conducted on
reference by the SEBI .

3.6.VIGILANCE COMMITTEE AND ITS FUNCTIONS:

The Board may form Vigilance Committee. The Vigilance Committee shall be responsible to
set out the procedure relating to checks, inspections, enquiries and investigations in order to
discover, prevent and monitor, as the case may be, price manipulation, price distortion, trading
malpractices and in addition to the same, it shall perform such duties and responsibilities as
may be assigned to it by the Board from time to time.

In case the Exchange refers a case to the Vigilance Committee, the Vigilance
Committee shall examine the matter and give its finding as soon as practicable to the Board or
the relevant authority, or the SEBI, if reference has been made by the SEBI.

3.7.COMMODITY/IES SPECIFIC ADVISORY BOARD

The Board may appoint Advisory Board for specific Commodity/Security or group of
commodities/ securities, which shall consist of experts having experience in such specific
commodity/secutity or group of commodities/ securities and Senior Executives of the
Exchange. Such experts may be members of the Exchange or independent professionals
having expertise in related field. Such Advisory Board shall be responsible to recommend the
contract specification for such commodities/ securities as well as the Rules relating to delivery
and settlement in such commodities.



3.8.COMMITTEES’ POWER TO SEEK ADVICE

A Committee may decide to take opinion from others including members of the Exchange on
any matter connected with the Exchange with prior approval of the Exchange. For this
purpose, a Committee will have the power to invite Trading cum clearing members and other
independent professionals at a Committee meeting as a special invitee for seeking their advice.

3.9.BOARD’S POWER IN RESPECT OF COMMITTEES

The Board will have absolute power to terminate, dissolve or suspend any Committee

/ Panel appointed by the Board. The Board will, subject to the directives issued by the SEBI
from time to time, have absolute power to amend, modify, change, partially accept or fully
override recommendations of the Committee. The role of all the Committees will be
recommendatory in nature and their decisions will be advisory in nature so as to enable the
Board to take appropriate decision.

4. MEMBERSHIP OF THE EXCHANGE

4.1. The Board may classify the membership of the Exchange in different categories for
different commodities / commodities detivatives permitted to be traded on the Exchange
and provide for different rights and privileges for trading, clearing and settlement of
contracts in any commodity or group of commodities or commodities
derivatives to the members of different categories. A person desirous of securing the
membership of the Exchange may apply for any category of membership, subject to his
tulfilling the membership criteria.

4.2. The membership of the Exchange shall entitle a member of the Exchange to exercise such
rights and privileges attached to such membership as he specifically applies for dealing on
the Exchange, subject to the Bye-Laws, Rules and Business Rules / Regulations of the
Exchange as applicable from time to time.

4.3. The provisions of the Bye-Laws, Rules and Business Rules / Regulations applying to
individuals  shall apply mutatis  mutandis to firms, LLP, banks, other financial
institutions and bodies corporate who are registered as a member of the Exchange.

4.4. A Member of the Exchange shall not assign, mortgage, pledge, hypothecate, or charge
his right of membership or any rights or privileges attached thereto, and any such
attempt shall not be effective as against the Exchange. The Board shall expel any Member
of the Exchange who acts or attempts to act in violation of the provisions of this Rule.

4.5. The membership rights of the Exchange are transferable subject to the terms and
conditions that may be prescribed by the Exchange in this regard from time to time
and also subject to prior approval of the Exchange.

4.6. There shall be different classes of membership of the Exchange along with associated
rights and  privileges  which  shall include  Trading-cum-clearing members,
Institutional trading cum clearing member and other classes as may be defined by the
Exchange from time to time. The different types of members of the Exchange for the
present are as under:

I. Commodity/Complex Specific Trading-cum-Clearing Member
Commodity / Complex Specific Trading Cum Clearing member means a person
having been admitted by the Board as such, who shall have trading and clearing
rights only in respect of specific commodity or group of commodities, while
in respect of other commodities he shall not have any trading or clearing rights.

Provided that such Commodity / Complex Specific Trading cum Clearing
Members shall be entitled to wupgrade themselves into full fledged
membership, consequent upon compliance with such conditions, as may be



specified by the Board

II. Trading cum Clearing Member (TCM): Trading cum Clearing Member means a
person who is admitted by the Exchange as a Trading cum Clearing Member of the
Exchange and who shall be allowed to trade on his account and to settle trades done
by himself as well as by other Trading members.

Provided that such a Trading cum Clearing Member of the Exchange shall be
required to become a member of a recognized clearing corporation from such date as
may be specified by the Exchange and/or the SEBL

III. Professional Clearing Member (PCM): Professional clearing member means
a person who is admitted by the Exchange as a Clearing member of the Exchange
and the Clearing House / Clearing Corporation of the Exchange and who shall be
allowed to only clear and settle trades on account of other Trading Members.

Provided that such a Professional Clearing Member of the Exchange shall be
required to become a member of a recognized clearing corporation from such date as
may be specified by the Exchange and/or the SEBL

IV. Trading Member (TM) / Stock Broker: Trading Member / Stock Broker means
a person having been admitted by the Board as such, who shall have rights to
trade on his own account as well as on account of his clients, but shall have no
right to clear and settle such trades himself. All such trading members must be
affiliated with any one of the Professional Clearing Members or Trading cum
Clearing members having clearing rights on the Exchange.

V. Self-Clearing Member: Self-Clearing Member means a person who is admitted by
the Exchange as the member of the Exchange conferring a right to trade and clear
through the Clearing House of the Exchange as a clearing member and who may
be allowed to make deals for himself as well as on behalf of his clients and clear and
settle such deals only.

Provided that such a Self-Clearing Member of the Exchange shall be required to
become a member of a recognized clearing corporation from such date as may be
specified by the Exchange and/or the SEBIL

47. Eligibility

1. The following persons shall be eligible to become members of the Exchange and shall have
to meet the eligibility criteria to become a member of the Exchange and conditions of
registration, as specified under rule 8 of Securities Contracts (Regulation) Rules, 1957
(herein after referred as SCRR) as amended from time to time and Stock Broker
Regulations as prescribed by Securities and Exchange Board of India ( herein after referred
as SEBI) respectively.:

1. Individuals

ii. Sole Proprietorship

iii. [Deleted]

iv. Partnership firms

v. A Limited Liability Partnership (LLP) as registered under the Limited
Liability Partnership act, 2008.

vi. Co-operative societies registered with the Registrar of Co-operative Societies vil.

Bodies Corporate



viii. Companies as defined in the Companies Act, 1956

iX.

X.

Public Sector Organisation or Statutory Corporation and

Such other persons or entities as may be permitted under the Securities
Contracts (Regulation) Act, 1956.

xi. No person shall be eligible to be qualified as a member, if such person is:

a) Less than 21 years of age;
b) Not a citizen of India; provided that the Governing body may in suitable cases

relax this condition with prior approval of the SEBI.

II. No person shall be admitted as a member of the Exchange if such proposed
member:

1.

iv.

vi.

vil.

Viil.

iX.

xl.

xil.

Xii.

Xiv.

XV.

Is an individual who has not completed 21 years of age;

Is a body corporate who has committed any act which renders the entity liable
to be wound up under the provisions of the law;

Is a body corporate who has had a provisional liquidator or receiver or

official liquidator appointed to the person;

Has been adjudged bankrupt or a receiving order in bankruptcy has been made
against the person or the person has been proved to be insolvent even though he
has obtained his final discharge;

Has been convicted of an offence involving a fraud or dishonesty;

Has been convicted of an offence involving moral turpitude;

Has been found to be of unsound mind, by a court of competent jurisdiction;

Has been declared/rendered incompetent to enter into contract under any law in
force in India;

Has been found to be of unsound mind, by a court of competent jurisdiction;

Has compounded with his creditors for less than full discharge of debts;

Has been at any time expelled or declared a defaulter by any other

Stock Exchange/ Clearing Corporation;

Has been previously refused admission to membership unless the period of one
year has elapsed since the date of rejection;

Incurs such disqualification under the provisions of the Securities Laws or
Rules made thereunder as disentitles such person from seeking membership of a
commodities Exchange;

Does not have a minimum net worth as the Relevant Authority may from time to
time determine and consider acceptable;

Has been punished for contravention of any of the provisions of the Securities
Laws or any Rules or Regulations made thereunder or any other applicable Act
or any Rules or Regulations made thereunder and a period of two years or any
longer period, as may have been specified by SEBI in its order, has not elapsed from
the date of order of such punishment, and in case such person is sentenced to
imprisonment by a competent Court of Law, a period of five years has not elapsed
from the date of expiry of sentence;



xXVi.

xvii.

has been determined by the Exchange in public interest not to admit him as the
Member of the Exchange;

is engaged as principal or employee in any business other than that of securities or
commodity derivatives except as a broker or agent not involving any personal
financial liability unless he undertakes on admission to sever his connection with such
business

However, a member of the Exchange would not be disqualified if such member is
engaged in “business in goods related to the undetlying and /or business in
connection with or incidental to or consequential to trades in derivatives.

Provided further that nothing herein shall be applicable to any corporations, bodies
corporate, companies or institutions referred to in items (a) to (n) of the proviso to
sub-rule (iii) of Rule 4.7C;

xviili. does not comply with such other conditions as may be specified by the SEBI or Board

or the Committee of the Exchange thereon from time to time.

111. [Deleted]

47A. No person eligible for admission as a member under Rule 4.7 (xi) and 4.7 II herein

.

1ii.

above shall be admitted as a member unless:

he has worked for not less than two years as a partner with, or an authorized assistant
or authorised clerk or remisier or apprentice to, a member; or

he agrees to work for a minimum period of two years as a partner or representative
member with another member and to enter into bargains on the floor of the
exchange and not in his own name but in the name of such other member; or

he succeeds to the established business of a deceased or retiring member who is his
father, uncle, brother or any other person who is, in the opinion of the governing
body, a close relative:

Provided that the rules of the exchange may authorise the governing body to waive
compliance with any of the foregoing conditions if the person seeking admission is in
respect of means, position, integrity, knowledge and experience of business in
securities, considered by the governing body to be otherwise qualified for
membership.

4.7B. No person who is a member at the time of application for recognition or subsequently

admitted as 2 member shall continue as such if—

(i) he ceases to be a citizen of India:
Provided that nothing herein shall affect those who ate not citizens of India but
who were admitted under the provisions of clause xi of rule 4.7 I of this rule,

subject to their complying with all other requirements of this rule

(i) he is adjudged bankrupt or a receiving order in bankruptcy is made against him or
he is proved to be insolvent

(ii) he is convicted of an offence involving fraud or dishonesty or moral turpitude.

(iv) he engages either as principal or employee in any business other than that of
securities or commodity derivatives except as a broker or agent not involving any
personal financial liability, provided that—



(a) the governing body may, for reasons, to be recorded in writing, permit a
member to engage himself as principal or employee in any such business, if the
member in question ceases to carry on business on the commodity exchange
either as an individual or as a partner in a firm.

However, a member of the Exchange would not be disqualified if such member
is engaged in “business in goods telated to the underlying” and /or “business in
connection with or incidental to or consequential to trades in derivatives”.

(b) nothing herein shall affect members of the Exchange which are corporations,
bodies corporate, companies or institutions referred to in items (a) to (n) of
the proviso to Sub-rule (iii) Rule 4.7C.

4.7C. A company as defined in the Companies Act, 1956 / 2013, shall be eligible to be admitted
as a member of the Exchange, if:

(i) such company is formed in compliance with the provisions of the Companies Act, 1956
or the Companies Act, 2013.

(i) a majority of the directors of such company are shareholders of such company and
also members of the Exchange; and

(ii) the directors of such company, who are members of the Exchange, have ultimate
liability in such company:

Provided that where the Securities and Exchange Board of India makes a
recommendation in this regard, the governing body of the Exchange shall, in relaxation of
the requirements of this clause, admit as member the following corporations, bodies
corporate, companies or institutions, namely:—

(a) the Industrial Finance Corporation, established under the Industrial Finance
Corporation Act, 1948 (15 of 1948);

(b) the Industrial Development Bank of India, established under the Industrial
Development Bank Act, 1964 (18 of 1964);

(c) the Life Insurance Corporation of India, established under the Life Insurance
Corporation Act, 1956 (31 of 1956);

(d) the General Insurance Corporation of India constituted under the
General Insurance Corporation (Nationalisation) Act, 1972 (57 of 1972);

(e) the Unit Trust of India, established under the Unit Trust of India Act, 1963 (52
of 1963)

(f) the Industrial Credit and Investment Corporation of India, a company registered
under the Companies Act, 1956 / 2013;

(2) the Subsidiaries of any of the corporations or companies specified in (a) to (f)
and any Subsidiary of the State Bank of India or any nationalised bank set up
for providing merchant banking services, buying and selling securities and other
similar activities.

(h) any bank included in the Second Schedule to the Reserve Bank of India Act,
1934 (2 of 1934);

(i) the Export Import Bank of India, established under the Export Import Bank of
India Act, 1981 (28 of 1981);

() the National Bank for Agriculture and Rural Development, established under



4.7D.

the National Bank for Agriculture and Rural Development Act, 1981 (61 of
1981); and

(k) the National Housing Bank, established under the National Housing Bank Act,
1987 (53 of 1987).

() Central Board of Trustees, Employees’ Provident Fund, established under the
Employees’ Provident Funds and Miscellaneous Provisions Act, 1952 (19 of

1952);

(m) any pension fund registered or appointed or regulated by the Pension Fund
Regulatory and Development Authority under the Pension Fund Regulatory
And Development Authority Act, 2013 (23 of 2013); and

(n) any Standalone Primary Dealers authorized by the Reserve Bank of India
constituted under the Reserve Bank of India Act, 1934 (2 of 1934).

A company as defined in the Companies Act, 1956 / 2013 shall also be eligible to be
admitted as a member of the Exchange if—

@ such company is formed in compliance with the provisions of section 12 or
section 3 of the Companies Act, 1956 or the Companies Act, 2013 respectively;

(i1) such company undertakes to comply with such financial requirements and
norms as may be specified by the SEBI for the registration of such company
under Sub-section (1) of section 12 of the Securities and Exchange Board of
India Act, 1992 (15 of 1992);

(itf) the directors of the company are not disqualified from being members of an
exchange under under the applicable provisions of these rules and the Directors
of the company had not held the offices of the Directors in any company which
had been a member of the Exchange and had been declared defaulter or
expelled by the Exchange; and

(iv) not less than two directors of the company are persons who possess a minimum
two years’ experience:

(a) in dealing in securities or
(b) as portfolio managers; or
(c) as investment consultants.

4.7E. Where any member of the Exchange is a firm, the provisions of 4.7 I (xi), and applicable

4.7F.

provisions of 4.7 (II) and 4.7 B shall, so far as they can, apply to the admission or
continuation of any partner in such firm.

A limited liability partnership as defined in the Limited Liability Partnership Act, 2008 (6
of 2008), shall also be eligible to be elected its a member of the Exchange, if

@) such “limited liability partnership” undertakes to comply with such financial requirements

and norms as may be provided by the SEBI for registration of such limited liability
partnerships under sub-section (1) of section 12 of the SEBI Act;

(i) the designate partners of the ‘limited liability partnership’ are not disqualified from being

members of the Exchange 4.7 I (xi), and applicable provisions of 4.7 (II) and 4.7 Bexcept
sub-tule (i) and sub-rule (iv) thereof and the designated partners of the 'limited liability
partnership' had not held the offices of Directors in any company or body corporate or
partner in any firm or 'limited liability partnership', which had been a member of the
Exchange and had been declared defaulter or expelled by the Exchange; and

(iii) not less than two designated partners of the limited liability partnership' ate persons who

possess a minimum experience of two years:-



(a) ) in dealing in securities; or
(b) as portfolio managers; or
(c) as investment consultants.

4.7G. Any provident fund represented by its trustees, of an exempted establishment under the

Employees' Provident Funds and Miscellaneous Provisions Act, 1952 (19 of 1952), shall
also be eligible to be elected as a member of the Exchange.’

4.8. Admission

i

i.

Every person desirous of becoming a Member of the Exchange shall apply to the
Exchange for admission as a Member of the Exchange, in the prescribed form

which shall be provided by the Exchange at such fee that the Exchange may decide from
time to time in the relevant Regulations and the membership shall be subject to
compliance of all the Bye-Laws, Rules, and Business Rules / Regulations of the
Exchange specified by the Exchange from time to time.

The Application shall have to be submitted along with such fees, security deposit
and other monies in such form and in such manner as may be specified by the relevant
authority from time to time.

iii. The Board or a Committee appointed and empowered by the Board for the purpose may

iv.

admit an applicant as a Member of the Exchange provided that he satisfies the
conditions set out in these Articles, the Bye-Laws, Rules and Business Rules /
Regulations made thereunder. The Board or the Committee as aforesaid may interview
and/or test the applicant before admitting him as a Member of the Exchange. In case of
rejection of the application for admission to the membership of the Exchange, the
reason for such rejection shall be recorded in writing. Provided that if the membership
has been refused by the Committee appointed for the purpose, the applicant shall have
the right to appeal to the Board against the decision of the said Committee. The decision
of the Board shall be final and binding on the applicant. The applicant shall meet the net
worth requirement, capital adequacy norms, fees, deposits, etc., as decided by the Board
from time to time in the relevant Business Rules.

The Board or Committee appointed and empowered by the Board for these
purpose shall before admitting the Member obsetve the guidelines / directions as may be
prescribed by the SEBI.

4.8A.Every Member of the Exchange is required to obtain a certificate of registration from

SEBI under the SEBI (Stock Broker and Sub- Brokers) Regulations, 1992 and shall
comply with the terms and conditions as may be specified by SEBI from time to time.
The application for such registration shall be made in the form prescribed by SEBI,
through the Exchange, along with the applicable fees.

4.8B. All existing members of the Exchange, shall make an application which is complete in all

respects and satistying the eligibility requirements for membership as specified in the
Rules, Bye-laws and Regulations of the Exchange for registration with SEBI, in the
prescribed Form(s) under Schedule 1 of the SEBI (Stock Brokers and Sub Brokers)
Regulations, 1992 along with the applicable fee as specified under Schedule V of that
Regulation and additional information as specified by SEBI vide its Circular No.
SMD/POLICY/CIR-11/98 dated Match 16, 1998, through the Exchange and shall
comply with the conditions specified thereunder so as to continue buying or
selling or otherwise dealing in commodity derivatives as a commodity derivatives
broker.

All such existing members of the Exchange shall also be required to meet the eligibility
criteria as prescribed under these rules within a period of one year from the date of



transfer and vesting of rights and assets of the Forward Markets Commission (FMC)
with SEBI i.e., by September 28, 2016.

An existing member, who fails to apply, or whose application to SEBI for registration
has been rejected by the Exchange or SEBI, shall forthwith cease to continue buying or
selling or otherwise dealing in commodity derivatives as a commodity derivatives
broker and the Exchange will place the trading terminal(s) of such Member(s) in
suspended square off mode leading to deactivation of terminal(s).

For the purpose of Rule 4.7B, existing member means a Member of the Exchange
admitted as such by the Exchange till September 28, 2015 for trading, clearing or
settlement of contracts permitted on the Exchange under the Rules, Byelaws and
Regulations of the Exchange.

4.8C. The Exchange shall collect from every Member of the Exchange the fee payable by him

to the SEBI as specified in Table 2 under Sub- clause 1 of clause 3 of Schedule V of
the SEBI (Stock Brokers and Sub Brokers) Regulations, 1992.

4.8D. The members of the Exchange, upon registration with the SEBI, shall comply with all

4.8E.

conditions, obligations and responsibilities as specified under Securities and Exchange
Board of India (Stock Brokers and Sub-Brokers) Regulations, 1992 or as may be
prescribed by the SEBI from time to time.

A Member of the Exchange carrying on the activity of buying, selling or dealing in
commodity derivatives, shall not undertake the activity of buying, selling or dealing in
securities other than commodity derivatives, unless permitted by the SEBI.

However, a member of the Exchange would not be disqualified if such member is
engaged in “business in goods related to the undetlying” and/or “business in
connection with or incidental to or consequential to trades in derivatives”.

4.8F. The Exchange shall only refund, in due course, the security deposit and any other

refundable deposits with the Exchange to the members whose application for
registration with the SEBI is rejected by the SEBI, for any reason, whatsoever.’

4.9. Admission under Misrepresentation

The relevant authority may at any time from the date of admission to the member of
the Exchange cancel the admission and expel a member if he has in or at the time of
his application for admission to membership or during the course of the inquiry made by
the relevant authority preceding his admission:

i. Made any wilful misrepresentation ;
ii. Suppressed any material information required of him as to his character

and antecedents;

iii. Has directly or indirectly given false particulars or information or made a
false declaration.

4.10. Procedure Subsequent to Admission

1. Subject to the approval and decision of the Board or a Committee appointed and
empowered by the Board for the purpose, every person applying for the membership of
the Exchange shall pay, along with the membership application, non-refundable
admission fee or any other fee/deposit as may be specified by the Board, from time to



1.

iv.

4.11.

1.

time. Where, however, a retiring Member of the Exchange or the legal heir(s) of a
deceased Member of the Exchange nominate(s) a person eligible for admission as a
member of the Exchange under these Rules, to succeed the established business of
the retiring or deceased Member of the Exchange who is his father, uncle, brother or
son or any other person in the opinion of the Board or a Committee is a close relative,
such nominee shall be admitted as a Member of the Exchange provided he is found
otherwise qualified, eligible and fit for the membership of the Exchange by the
Board or a Committee under these Rules.

A Member of the Exchange on admission shall not be entitled to exercise any of the
rights or privileges of membership until unique Membership Code has been allotted by
the SEBI and he shall have paid in full the non-refundable admission fee and any other
fee or deposit as may be decided by the Board, and the annual subscription for the year
of admission for the specific category of membership to which he has sought the
admission. Where such member fails to make such payment within such number of
days of receipt of the intimation of his admission, as may be decided by the Exchange
from time to time, his admission shall be deemed to have been cancelled b initio and he
shall be deemed never to have been admitted as a member of the Exchange and the
amount remitted to the Exchange shall be forfeited.

The Board is empowered to prescribe such Rules, requirements and/or criteria for
admission as a Member of the Exchange and to alter any such Rules including those
specified above.

Every Member of the Exchange shall comply with and be bound by the Articles of
Association of the Company and by the Bye-Laws, Rules and Business Rules /
Regulations of the Exchange that may be made in accordance therewith, from time to
time, and shall accept as final any decision made by the Board or by the Committee
approved by the Exchange.

Membership of the Exchange shall be transferable to any eligible person, body
corporate, company, partnership firm, LLP, bank, financial institution or such other
person, as may be approved by the Board or any Committee thereof. The membership
can be surrendered either by resignation from the Membership of the Exchange or
transfer of the membership by nomination. In case of resignation, the member of the
Exchange shall be entitled to receive back his deposit, if any, after the Exchange and
the Cleating House / Clearing Corporation have trecovered all outstanding dues from
the member who has tendered his resignation, subject to such lock in period as may be
specified by the Board. The admission fee paid by the member of the Exchange shall be
non-refundable.

Rules on Admission to the Membership

Intimation Letter for Election/Selection: When a new Member of the
Exchange is elected/selected, intimation of his election/selection may be sent to him
by the Exchange.

Certificate of Admission to Membership of the Exchange. On due payment of
requisite fees, subscription, deposits including the initial security deposit and such
other amounts and requirement as may be prescribed in the Bye-Laws, Rules and
Business Rules / Regulations of the Exchange and by the Board from time to
time and on compliance with all the requirements necessary before
commencement of trading and/or clearing & settlement activity, a Certificate of
Membership, under the common Seal of the Exchange and signed in such
manner as the Board may decide from time to time, may be issued to the newly
admitted member. If any such Certificate be lost, destroyed, defaced or worn out, the



Board or the Committee appointed and empowered for the purpose may issue a new
Certificate provided, however, that such Certificate shall not be granted except upon
the return of the worn out or defaced Certificate to the Exchange or upon proof of
destruction or loss of the original Certificate and on such indemnity and at such fee as
the Board or the relevant authority may require before the issue of any such
Duplicate Certificate.

iii.  Certificate of Membership of the Exchange may be issued to the new member in the
form prescribed in these Rules or in such other form as the Relevant Authority
may, from time to time, prescribe together with the intimation of the date from which
he shall enjoy the rights and privileges and be subject to all the duties, liabilities and
obligations of a Member of the Exchange.

4.12.  Register of Members

i.  The Exchange shall maintain a register and index of Members of the Exchange.

In the register of Members of the Exchange, the style, constitution and such other
information as may be considered appropriate by the relevant authority may be
collected and recorded for the use of the Exchange. In case of any change in these
records, the members shall be liable to intimate the Exchange and take permission
ptior to carrying out such changes. Further all other details of the Members of the
Exchange may be stored on the system in electronic form apart from the hard
copies of the details as provided by the Members of the Exchange along with the
application form, which shall be stored appropriately.

il. Every Member of the Exchange shall promptly notify the Exchange in writing about
any change in the information provided by the Member of the Exchange at the time of
admission or at a later stage to the Exchange. The Exchange shall indicate the changes in
respect of which the Member of the Exchange should take prior approval from the
Exchange. In case the Member fails to do so, then the Exchange shall charge penalty
and/or take further disciplinary action as may be required.

4.13.  Subscription

i. Every Member of the Exchange shall pay the subscription, fee, deposit or any other
charges as may be fixed by the Relevant Authority, from time to time.

i. If any Member of the Exchange fails or neglects to pay subscription, fee,
deposit or any other levies as required by the Board for a continuous period of six (6)
months, the Relevant Authority may declare such Member of the Exchange as a
defaulter within the meaning of these Rules. Provided that such defaulting Member of
the Exchange shall be at liberty to apply for re-admission as a member of the
Exchange by complying with the provisions of these Rules as applicable to re-
admission of defaulters.

4.14.  Security Deposit

1. The Exchange may prescribe payment of initial security deposit including
Base Minimum Capital (BMC) or Base Capital (BC) from a Member payable
at the time of his admission. A new member of the Exchange shall, not later than such
number of days as may be specified by the Exchange, from the date of intimation in
writing by the Exchange conveying its decision on admission, provide security deposit
of a sum and in such mode(s) as may be decided by the Governing Board from time
to time and shall maintain such security deposit with the Exchange at all times. The
Exchange may also decide to bifurcate such security deposit into refundable and non
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iv.

iv.a

refundable security deposits and may allow trading and exposure limit only on such
part of the security deposit, as it may deem fit.

The member of the Exchange shall be entitled to provide additional deposits in order
to get higher limits to trade and settle.

The security deposit to be paid by a member of the Exchange shall be payable in
such form, as specified by the Exchange subject to such terms and conditions
as the Exchange may from time to time stipulate.

The initial security deposit and additional security deposit provided by a
member of the Exchange or designated partner or representative member of the
Exchange shall be subject to a first charge and paramount lien on any sum due to the
Exchange or to the Clearing House / Clearing Corporation by him or by the
pattnership or of the LLP of which he is a designated partner or by the company /
body corporate in which he is a designated director/nominee or holds a place of profit
or has holding in share capital as one of the promoters. Such security deposit and
additional base capital shall also be subject to further charge and paramount lien
for the purpose of fulfilment of his engagements, obligations and liabilities or of the
partnership or of the LLP of which he is a designated partner or of the
company/body corporate in which he is a designated director/nominee or holds a
place of profit or holds share capital as one of the promoters, arising out of or
incidental to any transactions made subject to the  Bye-Laws, Rules and
Regulations of the Exchange or anything done in pursuance thereof.

Utilization of Base Minimum Capital

Every member shall deposit Base Minimum Capital (“BMC”) with the Exchange as
specified by the Exchange and / or SEBI, whichever is higher, from time to time. BMC
shall be kept in a separate account by the Exchange. BMC shall, after defraying all such
costs, charges and expenses as are allowed under the Rules, Bye-laws and Regulations to
be incurred by the Exchange, be utilized in the following order of priority:

a. Exchange Dues including Subscriptions, debts, fines, fees, charges and other
moneys due to the Exchange and/or SEBI;

b. Payment of arbitration fee and dues payable by the Member on account of pending
arbitration awards.

Further, the Exchange may debit from the deposits or other monies of the member lying
with his Clearing Membet(s), in excess of his/ their dues, for payment of above dues.

On the termination of membership of the Exchange, the security deposit and the
additional base capital not applied under the Bye-Laws, Rules and Regulations of the
Exchange shall, at the cost of the member of the Exchange or designated partner, be
repaid subject to such terms and conditions as may be decided by the Relevant
authority from time to time and transfer either to him or as directed by him or, in
the absence of such direction to his legal heirs/legal representatives after recovering
all the dues of the Exchange and the Clearing House / Clearing Corporation.
However, the Exchange shall return back only such amount as may have been
collected as a deposit in the form of refundable security deposit or additional
deposit for providing trading and clearing limits, subject to settlement of all pending
dues and also settlement of all outstanding contracts. Such deposits or contributions,
which are collected as non — refundable deposits, shall not be refunded.



Vi.

vil.

viil.

iX.

When a member of the Exchange or designated partner or representative
member fails to provide security deposit as and when specified by the
Exchange, the Managing Director and / or CEO or such relevant authority shall
order deactivation of the trader work station/s suspending his business forthwith. A
broadcast message of such deactivation shall immediately be released for information
of other members of the Exchange and such deactivation shall continue until further
capital is provided by the defaulting member of the Exchange to meet with the
requirement of security deposit.

A member of the Exchange or designated partner or representative member
providing security deposit under the provisions of the Rules of the Exchange shall sign
a letter of declaration and/or other specified documents in the form prescribed in
these Rules or in the Business Rules / Regulations.

A member of the Exchange may lodge with the Exchange, nomination in the form
prescribed for receiving the repayment/return of the security deposit and other credit
amounts/ collateral lying with the Exchange.

The security deposit, margin, contribution to settlement guarantee fund and/or any
other fund of a Member of the Exchange arising under these Bye-Laws, Rules and
Business Rules / Regulations shall be charged with the due repayment of all
debts and obligations of such Member of the Exchange to the Exchange/Company,
to other Members of the Exchange; to the Clearing House of the Exchange and
to any person arising out of contracts entered into and/or transacted under the Bye-
Laws, Rules and Regulations of the Exchange. All such debts and obligations to the
Exchange shall rank in priority to all other claims; the debts to other Members of the
Exchange shall rank pari passu and be entitled to have a charge on the residue thereof,
if any, subject to such first charge; after payment thereof, the residue, if any, shall be
charged with all dues to any person under any award made in any arbitration
proceeding held under the provisions of the Bye-Laws, Rules and Business Rules /
Regulations; and, after the above said appropriations, the residue thereof, if any, shall
vest unconditionally with the Exchange.

On the termination of his membership of the Exchange or on death or
liquidation of the Member of the Exchange, all deposits, if any, not applied under
the Bye-Laws, Rules and Business Rules / Regulations of the Exchange, shall at the
cost of the Member of the Exchange be repaid either to him/it or as directed or in
the absence of such direction to the nominees or legal representatives.

4.14A Networth and Deposits:

4.15.

All members of the Exchange secking registration with SEBI shall fulfill and maintain
at all imes the networth and deposit requirement as given in Schedule VI of the SEBI
(Stock Brokers and Sub Brokers) Regulations, 1992 or as prescribed, from time to time,
by the Exchange or the SEBI, whichever is higher. However, all existing members of
the Exchange shall satisfy the minimum networth and deposit requirements as specified
by the SEBI under SEBI (Stock Brokers and Sub Brokers) Regulations, 1992. For the
purpose of this Rule, existing Member means a member of the Exchange admitted as
such by the Exchange till September 28, 2015 for trading, clearing or settlement of
contracts permitted on the Exchange under the Rules, Byelaws and Regulations of the
Exchange.

Firms as Members of the Exchange

A partnership firm shall be eligible for admission as a member of the Exchange
provided it fulfils the following:

a) The firm is duly registered with the Registrar of Firms and Income Tax as the
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case may be ;
b) The deed of partnership is approved by the Exchange;

¢) The deed of partnership contains a provision to the effect that the business of the
tirm shall at all times be carried out so as to comply with the Bye- Laws, Rules
and Business Rules / Regulations of the Exchange, for the time being in force;

d) The partners of the firm are acceptable to the Exchange; and

e) The deed of partnership permits individual partners of the firm from
carrying on business of commodities/ securities trading and/or clearing in
their individual capacity or as partners in other firms;

The firm has undertaken to fulfill the following:

a) The Exchange shall be informed of any change in the partnership deed or of
partners within one (1) month of such change and if any such change is
unacceptable to the Exchange, the firm shall upon receipt of such written
communication desist from such action and if the firm fails to comply, the
Exchange shall have the right to suspend the rights and privileges of such Member
of the Exchange, for a period as may be decided by the Board, or expel such
Member of the Exchange;

b) The deed of partnership will include such provisions as the Exchange may from
time to time require;

¢) The firm and its partners have undertaken unconditionally to fulfill any condition
or requirement which the Exchange may insist upon for admission and
continuance as a Member of the Exchange, from time to time; and

d) No new partner shall be admitted without the prior approval of the
Exchange and registration by the SEBI.

No change in the name of an existing partnership shall be effected without prior
intimation to the Board and its approval.

None of the partners shall assign or in any way encumber his interest in the firm.

Upon dissolution of the firm, firm shall cease to be a Member of the Exchange.

The erstwhile partners of a dissolved firm, other than those who are members of the
Exchange in their personal capacity, shall have absolutely no right, privilege,
entitlement or concession of a Member of the Exchange, or any claim against the
Company or the Exchange in connection with his partnership

business, by virtue of having been a partner in the erstwhile partnership firm.

Any partnership that violates any of the provisions herein above, after being
afforded an opportunity of being heard, shall be liable to be suspended by the Board
for such period as may be decided by the Board and/or expelled from the
membership of the Exchange.

A Member of the Exchange desirous of carrying on business in partnership or
admitting any person or persons as new partner or partners shall take approval of the
relevant authority in advance giving the names and particulars of the partners and the
name of the partnership firm in the form, if any, prescribed. The existing Membership
of the desirous Member of the Exchange shall then be transferred to the Partnership
firm on admission of such firm as a Member of the Exchange. All regulatory
compliances shall thereafter be in the name of the firm.



ix.  BEvery such application shall be accompanied by such information and a copy of the
draft deed of partnership, initially in connection therewith as may be required by
the relevant authority. Thereupon, after giving permission, relevant authority shall
record the partnership. When the partnership is entered into, a signed copy of the deed
of partnership shall be delivered to the Exchange for the purpose of record within one
month of its execution.

x. No change in the name of an existing partnership shall be effected without prior
intimation to the relevant authority and its approval.

xi. When the firm so constituted is dissolved, the firm shall cease to be a Member of the
Exchange and there upon only the original Members of the Exchange holding
membership in their individual capacity, and who was / wete partner(s) thereof may
carry on business in own individual names, but subject to the payment of the
admission fee or deposit, if any, that shall be payable by him in accordance with the
Bye-Laws, Rules and Business Rules / Regulations in that
behalf.

xii. The Members of the Exchange which are partnership firms must communicate to the
Exchange in writing under the signatures of all the partners or surviving partners any
change in such partnership either by dissolution, retirement, death or reconstitution or
otherwise.

xili. A partner of a firm who is not a Member of the Exchange shall have absolutely no
right, privilege, entitlement or concession of a Member of the Exchange, or any claim
against the Company or the Exchange in connection with his partnership business, by
virtue of he/she being a partner in the partnership with a member of the Exchange.
Provided that he shall be jointly and severally responsible for all dues, claims or
demands pending, if any, against the partnership firm.

xiv. Any notice to the Exchange intimating dissolution of a partnership shall contain
a statement as to which partner of the Member of the Exchange undertakes the
responsibility of settling all outstanding liabilities, but that shall not deem to absolve
the other partner or partners of his or their responsibility from such liabilities.

xv. The Member of the Exchange, who is the partner of any partnership firm, which
is a Member of the Exchange, shall be primarily liable and responsible for all dues,
claims or demands against the partnership by the Company or the Exchange and also
the liabilities of the partnership to the Exchange and its Members of the Exchange.
Provided that the other partners shall also be jointly and severally responsible for all
dues, claims or demands pending, if any,
against the partnership firm.

xvi. Any Member of the Exchange entering into partnership with any person who is not a
Member of the Exchange without the previous approval of the relevant authority, be
liable to be expelled from the membership of the Exchange. Any
partnership and/or Member of the Exchange who is a partner of such
partnership that violates any of the provisions herein above, after being afforded
an opportunity of being heard, shall be liable to be suspended by relevant authority for
such petiod as may be decided by the relevant authority and/or expelled from the
membership of the Exchange.

4.15 A. Limited Liability Partnership (LLP) as member of the Exchange

1) LLP shall be eligible for admission as Member of the Exchange provided it fulfills the
following:

a. Itis registered under the Limited Liability Partnership Act, 2008;



b. The LLP agreement is approved by the Exchange;

c.  The LLP agreement contains a provision to the effect that the business of the LLP
shall at all times be carried out so as to comply with the Bye-Laws, Rules and
Regulations of the Exchange, for the time being in force;

d.  The partners and designated partners of the LLP are acceptable to the Exchange;

e. The LLP agreement permits individual partners of the LLP from carrying on
business of commodities trading and/or clearing in their individual capacity or as
partners in other LLP.

f.  In case of an LLP in which all the partners are body corporates or in which one or
more partners are individuals and body corporates, at least two individuals who are
partners of such LLP or nominee of such body corporates shall act as designated
partners.

ii). The LLP has undertaken to fulfill the following:

a. The Exchange shall be informed of any change in the LLP agreement
or of partners/designated partners within one (1) month of such change and if any
such change is unacceptable to the Exchange, the LLP shall upon receipt of such
written communication desist from such action and if the LLP fails to comply, the
Exchange shall have the right to suspend the rights and privileges of such Member
of the Exchange for such period as may be decided by the Exchange or expel such
Member of the Exchange;

b. If so required by the Exchange, such other information including the list of partners
along with the sharing pattern of the Limited Liability Partnership will be furnished
to the Exchange;

c. The LLP agreement will include such provisions as the Exchange may from time to
time require;

d. The LLP and its designated partners have undertaken unconditionally to fulfill any
condition or requirement which the Exchange may insist upon for admission and
continuance as a Member of the Exchange from time to time; and

e. No new partner shall be admitted by LLP without the prior approval of the
Exchange

iif) No change in the name of an existing LLP shall be effected without prior intimation to the
Exchange and its approval; and if it is so approved, it shall be posted on the Notice Board
of the Exchange.

iv) None of the partners/designated partners shall assign or in any way encumber his interest
in the LLP.

v) No person shall at the same time be a partner in more than one LLP carrying on the
business of commodities / securities trading and/or clearing.

vi) Notice of every change of partners of LLP, upon approval, shall be posted on the Notice
Board of the Exchange.

vi)) An LLP shall cease to be a Member of the Exchange upon its dissolution or winding-up.
viii) Partners of the LLP must communicate to the Exchange in writing under the signatures of

all the partners or surviving partners any change in such partnership either by dissolution,
retirement, death, winding-up or reconstitution or otherwise.



ix) The erstwhile partners of a dissolved LLP, other than those who are Members of the
Exchange in their personal capacity, shall have absolutely no right, privilege, entitlement or
concession of a Member of the Exchange, or any claim against the Company or the
Exchange in connection with the LLP business, by virtue of having been a partner in the
erstwhile LLP.

x) A Partner of LLP which is a Member of the Exchange, shall not carry on business in
commodities/ secutities trading and clearing, either, as a proprietor , partner of a
Partnership Firm, partner of another LLP or director of any other company/body
corporate which is Member of the Exchange, except with the previous approval of the
Exchange;

xi) Any notice to the Exchange intimating dissolution of an LLP shall contain a statement as to
who undertakes the responsibility of settling all outstanding contracts and liabilities of the
dissolved/wound up LLP but that shall not be deemed to absolve the other partner/s of
his/their responsibility for such outstanding contracts and liabilities.

xil) Any LLP that violates any of the aforesaid provisions, after being afforded an opportunity
of being heard, shall be liable to be suspended by the Relevant Authority for such period as
may be decided by the Relevant Authority and/or expelled from the membership of the
Exchange.

4.16. Corporate as Members of the Exchange

Bodies corporate as Members of the Exchange

i No company / body corporate shall be eligible for admission as a Member of the
Exchange unless:

a. The memorandum and articles of association shall contain the enabling
provision to undertake dealing in commodities and authorises to take
membership of the Exchange.

b. The objects for which the company is established shall include carrying on
business in commodities and/or to clear and settle transactions/contracts in
commodities

1. The company has undertaken to fulfil the following:

The Exchange shall be informed of any appointment or re-appointment of
directors within two (2) months of such appointment or re-appointment and if
any such director is unacceptable to the Exchange, the company shall upon receipt
of such written communication remove/exclude such director within three (3)
months and if the company fails to comply, the Exchange shall have the right to
suspend the rights and privileges of such Member of the Exchange, for a period
as may be decided by the Board of the

Exchange, or expel such Member of the Exchange;

The list of shareholders along with the shareholding pattern of the
company will be furnished to the Exchange, if so desired by the Exchange;

The Articles of Association of the company will incorporate such
provisions as the Exchange may from time to time require;

The company has undertaken unconditionally to fulfil any condition or
requirement, which the Exchange may insist upon for admission as a member of
the Exchange;

The business of the company shall at all times be so managed as to comply with
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the Bye-Laws, Rules and Business Rules / Regulations of the Exchange as
may be applicable from time to time;

f. A designated director of a company that is a Member of the Exchange shall not
carry on business in commodities trading and clearing, either, as a proprietor,
partner of a firm or a LLP or director of any other company which is a Member
of the Exchange, except with the previous approval of the Exchange;

g. If there is any change in the shareholding pattern of the company, which is not
acceptable to the Board of the Exchange, the Board may take such action as it
may think appropriate.

In respect of other forms of organisation, the Exchange may decide the eligibility
requirement, terms and conditions of the membership of the Exchange.

. Business Names

The Members of the Exchange desitous of carrying on their business under a particular
business or firm or trade name or style shall intimate such name to the Exchange in
writing. The Board may refuse to allow a Member of the Exchange to carry on
business under a name, which it considers misleading, if such name varies from the
name of the body corporate or firm, and in such cases the Member of the Exchange
shall be at liberty to choose any other name with the approval of the Board.

. Authorised Representatives

Appointment of authorised representatives- Any Member of the Exchange shall
be entitled to be represented in respect of his or its business by an authorized
representative.

A Member of the Exchange desirous of appointing authorized representative(s) shall
apply for the permission of the Exchange in such form as the relevant authority
may from time to time prescribe.

Appointment of Remisiers- A person, who is engaged by a member of the
Exchange primarily to solicit commission business in commodities shall be called a
remisiet.

A Member of the Exchange desirous of appointing remisier(s) shall apply for
the permission of the Exchange in such form as the relevant authority may from
time to time prescribe.

Appointment of Approved Users-A member of the Exchange carrying on
business on the Exchange shall be entitled to appoint persons who are in his own
exclusive employment as approved users with the permission of the Exchange for
operating the trader work stations connected with the automated trading system of the
Exchange and entering orders in such system/segment on behalf of such
member/trading member.

A Member of the Exchange desirous of appointing remisier(s) shall apply for

the permission of the Exchange in such form as the relevant authority may from
time to time prescribe. The appointment shall be subject to the guidelines and the code
of conduct prescribed by the Exchange or the SEBI, as the case may be.

Number of Trader Workstations

The Relevant Authority shall determine from time to time the number of Trader
Work Stations that may be provided to a member of the Exchange and the number of



4.20.

1.

1.

iv.

4.21.

1i.

iv.

Vi

vil.
viii.

IX.

xii.

Xiil.

approved users a member of the Exchange shall be entitled to employ.

Constituted Attorneys

Power to appoint attorneys as good as Authorised Representatives

A Member of the Exchange may give a power of attorney to any person to carry
on or supervise his business in the Exchange or to clear and sign contracts,
reports and statements on his behalf in respect of transactions in the Exchange;
provided the person so appointed is at least twenty-one years of age, is in all other
respects eligible for election as a Member of the Exchange and his appointment is
previously approved by the Exchange.

No Member or constituted attorney/authorised representative or remiser shall manage
portfolio for any passive client. The Member shall keep record of each order placed by
the client in the form of written or electronic document or the voice recording
instrument. Such record shall be preserved and maintained at least for two years and in
disputed cases, till six months from the final disposal of dispute, at a place notified by
the Member of the Exchange.

Nothing contained in these presents shall absolve the Member of the Exchange
granting the power of attorney from responsibility for the acts or omissions of
his attorney.

No person shall be entitled to admission to the offices of the Exchange by
reason only that he holds a power of attorney from a Member of the Exchange.

Termination of Membership

Any Member of the Exchange shall cease to be a Member of the Exchange:

by transfer/nomination ii.
by death; or
by dissolution in case of Partnership firm or LLP; or

by expulsion in accordance with the Bye-Laws, Rules and Regulations and also the
provisions herein contained; or

by being declared as a defaulter in accordance with these presents, the Bye- Laws,
Rules and Regulations; or

he is adjudged bankrupt or a receiving order in bankruptcy is made against him or he is
proved to be insolvent;

he is convicted of an act involving moral turpitude;
by resignation / surrender of membership;
he is declared as lunatic;

being a company/body corporate, it ceases to maintain or have the
characteristics of eligibility under the provisions of the Rules and Articles of the
Exchange or is wound up.

he is declared as bankrupt/insolvent

on the directives issued by the SEBI

rejection of application for registration by the SEBI



xiv.

4.22.

Certificate of registration with SEBI is cancelled.

Notwithstanding anything contained in any other provisions of the Articles, Bye-
Laws, Rules and Regulations of the Exchange, the expulsion of Members of the
Exchange from the membership of the Exchange, whether bodies corporate,
partnerships, individuals or such other persons as are admitted as Member of the
Exchange, shall be final and

conclusive.

Nomination, Transmission, Surrender and Declaration of Defaulter

In case an individual, who is a member of the Exchange in his own name or is the
sole proprietor of the membership of the Exchange, dies, his legal representatives or
the authorised representatives or approved users, if any, on behalf of such deceased
shall not continue to carry on any business in the name of membership of the deceased
except for the purpose of winding up of the outstanding business of the deceased.
After the death of an individual who is the member of the Exchange in his own
name or is the sole proprietor of the membership of the Exchange, his heirs, or his
legal representatives may request the Relevant authority to transmit the membership of
the deceased to his heir who is otherwise eligible for the membership of the Exchange
and the Relevant authority may in their absolute discretion transmit the membership in
the name of such heir. No fresh admission fee shall be charged from the person in
whose name the membership is transmitted under this Article. A member shall also be
entitled to surrender his membership. In case of such surrender, the membership so
surrendered shall lapse and vest with the Exchange. Such surrender of membership
shall be valid, only after approval thereof by the Board of the Exchange and also
subject to compliance with such procedure, terms and conditions, as may be laid
down by the Exchange. The Exchange has absolute discretion to modify and/or cancel
any of the terms and condition related to membership specified by the
Exchange. The application for surrender of membership, once filed, is irrevocable
and irreversible. After approval by the Board, the erstwhile member shall be entitled to
get his refundable security deposit, subject to settlement of all pending dues and
claims, if any and also subject to minimum lock in petriod specified by the
Exchange.

4.22.1. Nomination

Every Member of the Exchange shall be entitled to nominate another person as his
successor to the membership of the Exchange subject to the conditions and restrictions
set forth hereinafter or in the Regulations of the Exchange. Where,

however, the legal heir(s) of a deceased Member of the Exchange nominate(s) a

person eligible for admission as a member of the Exchange under these
presents to succeed the established business of the deceased Member of the
Exchange, who is his father, uncle, brother or son or such other person who in the
opinion of the Board, is a close relative, such nominee shall be admitted as a Member
of the Exchange provided he is otherwise qualified and eligible for membership of the
Exchange under these presents.

a. Forms of Nomination

i Form for Member of the Exchange nominating during his lifetime: A
member of the Exchange may lodge with the Exchange nomination in the
form prescribed by the Exchange t. This nomination in favour of a person
other than a family member shall be valid if lodged with the Exchange
during the lifetime of the member of the Exchange and shall automatically
get revoked, if the member of the Exchange expires before this nomination
form is lodged with the Exchange.

i. Form of Nomination in Favour of a Family Member: A member of the



Exchange may lodge with the Exchange nomination in the prescribed form,
tendering his resignation from membership. This nomination lodged by a
member of the Exchange during his lifetime in favour of a family member
shall be valid until substituted by a fresh nomination.

ili. Form for Legal Heirs/Legal Representatives: Legal heirs/legal
representatives shall be required to lodge with the Exchange nomination in
the prescribed form, exercising right of nomination vested in them in
respect of the deceased member of the Exchange.

b. The Membership of the Exchange shall be transferable on payment of such fee as

the Exchange may prescribe from time to time provided that such transfer shall
be effected only from the date of the approval by the Board.

The Board shall have the power to refuse transfer of membership if in the
interest of the Exchange, it is expedient to do so.

The Board shall also be competent to decide other terms and conditions
relating to transfer of membership from time to time.

4.22.2. Dues and Claims

The Relevant authority shall not approve a nomination unless the nominating Member
of the Exchange, and in the case of a deceased member, his legal heirs/legal
representatives or the person/s in whose favour the nomination has been made, shall
have paid and satisfied in full:

1.

1.

DUES OF THE EXCHANGE: Such subscriptions, debts, fines, fees,
charges and other monies due to the Exchange and/or the Clearing House
payable by the nominating member of the Exchange or by the legal
heirs/legal representatives on behalf of the deceased member of the Exchange;

LIABILITIES RELATING TO CONTRACTS: Such debts, liabilities,
obligations and claims arising out of any contract made by the nominating or
deceased member of the Exchange, subject to the Rules, Bye-Laws and Business
Rules / Regulations of the Exchange, as shall have been admitted by the
Governing Board or the Membership Committee and all amounts due or payable
by the nominating or deceased member of the Exchange to the
Settlement/Trade Guarantee Fund or any other fund of the Exchange.

4.22.3. Fresh Nomination

If 2 nominee is not eligible under the Rules or Business Rules / Regulations of the
Exchange or if a nominee be rejected by the Board / Relevant authority, a
fresh nomination or nominations may be submitted to the Exchange, until a
nominee is admitted as a member of the Exchange.

4.22.4. Rules for Nomination

1.

1.

iii.

The nomination may be made by a member of the Exchange whether before
or after his resignation and shall be in such form or forms as the Board may,
from time to time, prescribe.

The legal representatives of a deceased Member of the Exchange or his heirs,
with the sanction of the Relevant authority, may nominate any person eligible
under these presents for admission to membership of the Exchange as a candidate
for admission in the place of the deceased Member of the Exchange.

A Member of the Exchange who has resigned from membership of the



Exchange shall be entitled to exercise the power of nomination hereby conferred
only if he had been a member of the Exchange for a period of not less than
three (3) years prior to the date of his resignation. Provided further that the
requirement as to membership of the Exchange for three (3) years shall not apply
to succession by nomination on death of a member of the Exchange.

iv.. A Member of the Exchange who intends to resign may also exercise the
aforesaid power of nomination, provided that in his letter of nomination, the
nominating Member of the Exchange shall also tender his resignation as Member
of the Exchange to take effect immediately upon the admission of the nominee as
a member of the Exchange.

v.  If any person so nominated is found ineligible for admission as a Member of the
Exchange under the provisions of these presents or if the Relevant authority
rejects the application of the nominee for membership of the Exchange, the
nominating Member of the Exchange or nominating legal representatives of a
deceased Member of the Exchange shall be entitled to make fresh nomination
or nominations until his nominee has been admitted as a Member of the
Exchange and thereafter he shall not be entitled to make any such nomination.

vi. Where a member of the Exchange makes a nomination before resighing and
has tendered his resignation thereafter, and if the application of the nominee
for membership of the Exchange is rejected by the Relevant authority, the
resignation of the nominating Member of the Exchange shall not take effect until
his nominee has been admitted as a Member of the Exchange.

vii.  The person so nominated by a Member of the Exchange or by his legal
representatives  shall send in his application for membership of the
Exchange in accordance with these presents and the application shall be dealt
with on its merits and no nominee shall be entitled to be admitted by reason only
of his having been nominated unless he is duly qualified in accordance with
these presents.

vii. A person applying for membership of the Exchange with a nomination as
aforesaid shall be bound to pay such fee as prescribed in the Bye-Laws, Rules
and Regulations of the Exchange. Provided that, the Relevant authority may
decline to consider the nomination made by a Member of the Exchange or legal
representative of a deceased Member of the Exchange unless all amounts due
by the Member of the Exchange or the deceased Member of the Exchange to
the Exchange arising out of the contracts cleared and/or transacted by the
nominating Member of the Exchange or deceased Member of the Exchange
under these presents shall have been paid and satistied in full; and if not so paid
in full within such period as may be notified by the Board, the Board shall be
entitled to reject such
nomination.

ix.  The Relevant authority shall recognize the executor or administrator of the estate
of the deceased Member of the Exchange as the person entitled to nominate in
accordance with these presents; provided that where there is no executor or
administrator of the estate of the Member of the Exchange, the Relevant authority
may recognize the claim of any person to be the heir of the deceased Member of
the Exchange for the purpose of making the nomination as aforesaid on such
evidence and subject to such conditions as to indemnity and security as the
Relevant authority may consider necessary.

5. DEFAULT(S)

5.1. Declaration of Defaulter

A member of the Exchange shall be declared by the relevant authority a defaulter, where the



monies, commodities, securities and bank guarantees deposited with the Exchange are not
adequate to discharge the membet’s obligations and liabilities. A member of the Exchange
shall also be declared a defaulter by direction of the Board, or a Committee or the
Managing Director, on the happening of any one or more of the following instances —

i.  If he is unable to fulfill his engagements or obligations; or

ii. If there is inadequate balance in his designated bank account and as a
consequence an instruction issued by the Exchange for debiting his account towards
recovery of pay in dues, margin dues or any other dues fails;

iii. If he admits or discloses his inability to fulfill or discharge his engagements,
obligations or liabilities; or

iv. If 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/ Business
Rules / Regulations of the Exchange; or

v. If he fails to pay any sum due to the Clearing House /Clearing Corporation or to
deliver to the Clearing House/Clearing Corporation any commodity ot instrument on
the due date; or

vi. If he fails to pay/reimburse to the Settlement Guarantee Fund of the Exchange in
respect of the amount used from it for the purpose of fulfilling settlement
obligations on his behalf; or

vitIf he fails to pay or deliver such money and / or such commodities and / or
instruments arising out of an award given by the Arbitrator under the Arbitration
proceedings provided in the Bye-Laws of the Exchange; or

viii.If he fails to pay or deliver such money and/or such commodities and / or
instruments arising out of a transaction executed on the Exchange, provided
such obligation is not disputed by the member/trading member; or

ix. If he fails to pay or deliver to the Exchange or Relevant Authority all monies, delivery
commitments and other assets due to a member of the Exchange who has been
declared a defaulter within such time as directed by the Managing Director and / or
CEO.

x. If any Member of the Exchange fails or neglects to pay subscription, security
deposit or any other levies as required by the Board for a continuous period of
six (6) months.

xi. If he has been declared as a defaulter by any other Commodity Exchange.

xii. If he has been adjudicated as an insolvent or a winding up order has been passed
against such member then such member shall be ipso facto declared as a defaulter
although he may not be at the same time a defaulter on the Exchange.

5.2. Declaration of Deemed defaulter

1. In case of death of a member, if the legal heirs/legal representatives of a deceased
member of the Exchange or any other person on his behalf do not or are unable to
pay and satisfy his dues, debts, liabilities, obligations and claim as provided in the
Rules, Bye-Laws and Business Rules / Regulations of the Exchange, such deceased
member shall be declared a deemed defaulter by direction of the Board, or a
Committee, or the Managing Director and / or CEO.

1. In case a member does not clear his liability on the Exchange and such liability is



more than his available security deposits, margin and other assets available with the
Exchange, then the Exchange may declare a person deemed defaulter until the
member clears his liabilities. However the Exchange will have the right to declare
such deemed defaulter as defaulter any time, as it may decide.

5.3. Compromise Forbidden

A member of the Exchange guilty of accepting from any member of the Exchange anything
less than a full and bonafide money payment in settlement of a debt arising out of a
transaction in commodities/securities shall be suspended for such petriod as the Relevant
authority may determine.

5.4. Post Declaration of Defaulter Process.

On a member of the Exchange being declared a defaulter, a notice to that effect shall be
notified by the Exchange to this effect.

5.4.(A) Exchange shall also immediately inform all other Exchanges about the declaration of default
of its member. Further, if the membership is in the name of a corporate, name of the
promoters, dominant shareholders shall also be informed.

5.4.(B) Manner of filing/inviting claims from investors:

i. Inaccordance with Bye-Laws and Rules, the Exchange shall publish a notice inviting the
legitimate claimants to file claims against the defaulter member within a specified period
of time called as the “specified period”

ii. The specified period shall be, minimum of ninety days

iii. The Exchange shall publish the notice in all the editions of at least one English national
daily with wide circulation and in at least one regional language daily with wide
circulation at the place(s) where the concerned Exchange Member/s are situated

iv. The notice calling for claims shall also be displayed on the website of the Exchange for
the entire specified period.

v. The notice shall contain the specified period, the maximum compensation limit for a
single claim of an investor and all other relevant information

5.5. Defaulters Books and Documents

When a member of the Exchange has been declared a defaulter, the defaulter shall hand over all his
books, documents, papers, assets, cheque books and other documents, as may be specified by the
Exchange, to the Relevant Authority.

5.6. List of Debtors and Creditors

The defaulter shall file with the Relevant Authority, within such time of the declaration of his default
as the Board or the Managing Director and /or CEO may direct, a written statement containing a
complete list of his debtors and creditors and the sum owing by and to each of them.

5.7. Defaulter to give Information

The defaulter shall submit to the Exchange or Relevant Authority such statement of accounts,
information and particulars of his affairs as the Relevant Authority may from time to time
require and if the Relevant Authority so desires, he shall appear before the Relevant Authority at its
meeting in connection with his default.



5.8. Assets to vest in the Relevant Authority

Ipso facto on declaration of a defaulter/deemed defaulter automatically as provided hereinabove, all
monies, commodities, securities, bank guarantees lying with the Exchange in respect of a defaulter
shall vest with the relevant authority for the benefit and on account of the creditors, who may
have a tenable claim and the relevant authority shall deal with such monies, securities or bank
guarantees and claims, as provided in the relevant Rules herein and specifically as provided in these

Rules.

5.9. Consequences of Declaration of Defaulter

L

1i.

iv.

vi.

Cessation of Membership of the Exchange at Once: A member of the Exchange
who is declared a defaulter/deemed defaulter shall at once cease to be a Member of the
Exchange and as such ceases to enjoy any of the rights and privileges of membership of
the Exchange but the rights of his creditors, arising out of or incidental to the
transactions, against him shall remain unimpaired as provided herein.

Lapse of Right of Membership of the Exchange: The right of member of the
Exchange shall lapse or forfeit to and vest in the Exchange ipso facto upon such
member of the Exchange being declared a defaulter/ deemed defaulter.

Prohibition to Re-admission: No person who was a member of the Exchange
and declared a defaulter or expelled by the Exchange shall be readmitted to the
membership of the Exchange for a minimum period of five years or any period as may
be decided by the Board from the date, he is declared a defaulter/expelled by the
Governing Board of the Exchange. No person who was a member of any other
Exchange and who has been declared a defaulter or expelled by the other Exchange
shall be admitted as a member of the Exchange.

Right to membership of the Exchange shall lapse and vest in the Exchange immediately
after he is declared as a defaulter. On the declaration as defaulter he shall at once cease
to be a Member of the Exchange and as such cease to enjoy any of the rights and
privileges of membership of the Exchange but the rights of the Exchange and his
creditor Members of the Exchange against him shall remain unimpaired.

The right of nomination of the interest in the Exchange held by a Member of the
Exchange who has been declared a defaulter shall vest with the Exchange and shall be

exercised by the Exchange as detailed in these presents.

Auction of rights of the Membership of the Exchange declared as defaulter.

5.10. Auction of Rights of Membership of the Exchange of Defaulter

1.

1i.

iv.

The Exchange shall sell the interests and the membership in the Exchange of the
defaulting Member of the Exchange within a reasonable period through auction or such
other process as fixed by the Relevant authority and nominate to membership of the
Exchange in the place of the defaulting Member of the Exchange any person who offers
the highest bid, provided such successful bidder is otherwise eligible to become a
member of the Exchange as per these presents.

A notice, of the auction/disposal detailing the terms and conditions shall be put up on
the notice board of the Exchange at least fourteen(14) clear days before the day fixed for
the auction/disposal.

The admission fee payable by the successful bidder shall be used to clear
the outstanding dues of the defaulter in accordance with these presents.

The net amount realized by the Exchange in the auction pursuant to these presents
shall be charged with the due repayment of all debts and obligations of such
defaulting Member of the Exchange to the Exchange/ Company, to other
Members of the Exchange, and to any person arising out of contracts entered into



and/or transacted under these presents, the Bye-Laws, Rules and Business Rules /
Regulations of the Exchange. All such debts and obligations to the Exchange shall rank
in priority to all other claims; the debts to other Members of the Exchange shall rank
pari passu and be entitled to have a charge on the residue thereof, if any, subject to such
first charge; after payment thereof, the residue, if any, shall be charged with all dues to
any person under any award made in any arbitration proceeding held under the
provisions of these presents, Bye- Laws, Rules and Business Rules / Regulations; and,
after the above said appropriations, the residue thereof, if any, shall vest
unconditionally with the Exchange.

V. In the case of default by a partnership firm, the individual Memberships of the
Exchange, if any, of the partners of the defaulting firm shall also lapse and the
provisions of defaulters shall apply to the interest of all the Members of the
Exchange who are partners of the defaulting firm.

5.11. Re- Admission of Defaulters

1. The Relevant authority may, upon an application by the defaulter for re-
admission, re-admit a defaulter to the membership of the Exchange, at any time
before any action pursuant to these presents is initiated effected by the Board,
subject to the provisions contained in the Bye-Laws, Rules and Regulations.

The Board shall cause a notice of every such application to be posted on the notice
board of the Exchange for at least fourteen (14) days prior to such re-admission.

. Any person intending to object to the re-admission of the defaulter shall
communicate the grounds of his objection to the Board within fourteen (14)
days from the date of posting of the notice of the application. The Board
shall not make public the grounds of objection, which shall be confidential.

fii. Upon an application for re-admission by a defaulter, the Board or Relevant
Authority shall investigate his conduct and accounts and no further proceedings
shall be taken by the Board with regard to his re-admission until the report of
the Relevant Authority shall have been submitted together with a statement as
to the defaulter’s estate signed by himself.

iv.  The Board may re-admit only such defaulter who in its opinion:

1. Has defaulted owing to the default of principals whom he might have
reasonably expected to be good for their commitments;

2. Has not been guilty of bad faith or breach of the Bye-Laws, Rules and
Business Rules / Regulations of the Exchange;

3. Has kept his business within a reasonable proportion of his means or
resources; and

4. Has been irreproachable in his general conduct.

v . A defaulter shall not be eligible for re-admission unless he had made out of his own
resources, a bona fide money payment of the amount of loss, dues and other
arrears in the manner and to the extent, as may be prescribed by the Board and to
its satisfaction.

vi.  Any defaulter so re-admitted shall not be required to pay the admission fee as
prescribed in these presents provided the Board has not nominated any other



person in exercise of its rights to nominate a successor to the defaulting Member
of the Exchange. But if such nomination has been made and the nominee
admitted to the membership of the Exchange, then the defaulter shall be re-
admitted only on meeting all the admission criteria and payment of a fresh
admission fee as may be prescribed in these presents.

vil.  Surrender of Names of Clients and Books - a Condition of Eligibility- A
defaulter shall not be eligible for re-admission if he fails to give the names of any
clients indebted to him or if he fails to deliver to the Exchange / Relevant
Authority soon as he is so required to do, his original books and accounts and all
other papers, vouchers, documents and trecords and any information,
explanations and statements he is called upon to submit.

viii. Full Payment - a Condition of Eligibility- A defaulter shall not be eligible for re-
admission unless, within such time as may be specified by the Governing Board, he
has made full payment of all amounts payable by him to the Exchange, to the
Clearing House/Clearing Corporation or to the Settlement/ Trade Guarantee Fund
and also of all amounts payable by him to all other creditors (whether they be
members of the Exchange or not) atising out of, or in connection with and/or
incidental to the contracts made subject to the Rules, Bye-Laws and Regulations
of the Exchange for which the decision of the Exchange or Relevant Authority
shall be final and binding; provided that where a claim of a creditor other than the
Exchange, the Clearing House / Clearing Corporation or the Settlement Guarantee
Fund is the subject matter of an arbitration proceeding under the Rules, Bye-Laws
and Regulations of the Exchange which is pending, the Governing Board may, in its
discretion, consider the defaulter to be eligible for re-admission if he deposits with
the Exchange a sum equal to the amount of such disputed claim. The sum so
deposited shall be paid to the claimant to the extent of which the arbitration
award is in favour of the claimant and the balance shall be refunded to the
defaulter.

ix. Defaulter When not to be Re-admitted-A defaulter shall not be readmitted if his
default has been contributed to by reckless dealings on his own account or if his
conduct has been marked by indiscretion and by the absence of reasonable
caution, or when there is a directive from the

SEBI to that effect.

5.11.(A) Revocation of ‘Defaulter’/ ‘Deemed Defaulter’ status

The Defaulter/ Deemed Defaulter shall cease to be a Defaulter/ Deemed Defaulter upon
payment of his/ its dues, as per the procedure prescribed by the Exchange, from time to
time.

5.12.  Apportionment of consideration Realised /Other Realisation of receivables

The consideration received against disposal of the right of membership right
vesting in the Exchange shall be merged with the security deposit and any other
securities/ monies lying to the credit of the member of the Exchange prior to declaration
of a defaulter/deemed defaulter, together with any realisation that may have been made
by the Relevant Authority, and shall be applied to the following purposes and in the
following order of priority:

i Dues of the Exchange: First - payment of subscriptions, debts, fines, fees, charges and
other moneys including interest on such dues to the Exchange.

il. Dues of the Exchange/Cleating House/Clearing Corporation and /or SEBI: Second -
payment of dues, pay in liabilities, fines, charges and other moneys due to the Clearing
House/ Clearing Corporation and Settlement Guarantee Fund including interest on such
dues by the member prior to or in respect of his declaration as a defaulter/deemed



defaulter and also liabilities arising out of his declaration as a defaulter / deemed defaulter
like loss arising out of closing out of outstanding contracts and payment of fees, fines,
charges and other moneys including interest on such dues to the SEBI, in the order in
which their names appear herein above.

iii. Liabilities Relating to Contracts: Third - payment of such debts, liabilities, obligations
and claims arising out of any contract made by such member with other members of
the Exchange, prior to declaration of defaulter/ deemed defaulter only in respect of
transactions done on the Exchange, subject to the Rules, Bye-Laws and Business
Rules / Regulations of the Exchange, as shall have been admitted by the Relevant
Authority. If the amount available be insufficient to pay and satisfy all such debts,
liabilities, obligations and claims in full, they shall be paid and satisfied pro rata.
Provided that under this class only such claims of the members will be entertained
which pertain to contracts made as per Bye-Laws and Rules of the Exchange. All
contracts pertaining to loan or financing or personal adjustment/accommodation
nature or any such transactions will be rejected altogether.

iv. Balance: Fourth — claims pertaining to the clients of the defaulter member provided
they pertain to valid legal transactions entered into at the Exchange. If the amount
available be insufficient to pay and satisfy all such debts, liabilities, obligations and
claims in full, they shall be paid and satisfied pro rata. Fifth — payment of the dues,

if any, pertaining to the Government — Central and State, Income Tax, Stamps,
Custom or other statutory authorities. Sixth - payment of the dues, if any, to meet with
any claims, which are found to be genuine and admitted by the

Exchange/Relevant Authority, not strictly arising on account of a transaction on the
Exchange but incidental to such transaction. Seventh — The balance amount, if any,
remaining after satisfying all the above claims in full, will be appropriated and
transferred to the Settlement Guarantee Fund.

However, in the event of a specific request received from other Commodity Exchange(s)
of the shortfall in the settlement of the claims in the respective Commodity Exchange(s),
the balance surplus amount remaining after satisfying all the above claims in full, may be
utilized for settlement of the claims at other commodity Exchange(s) on a prorate basis
in consultation with SEBIL.

V. Liability of Member of the Exchange for the acts and omissions of his
authorized representative etc

A Member of the Exchange shall be fully responsible for the acts and omissions
of his partnership firm and of his partners, attorneys, authorized representatives, sub
brokers, approved users, remisiers and employees, by whatever name called. If any such
act or omission be held by the Board to be done by any such representative, which if
done or omitted to be done by the Member of the Exchange would subject him to any
of the penalties as provided in these presents, Bye-Laws, Rules and Regulations of the
Exchange, then such Member of the Exchange shall be liable thereof to the same
penalty to the same extent as if such act or omission had been done or omitted to be
done by him personally.

5.12.(A). Proceedings in name of or against the Defaulter
The Relevant Authority shall be entitled to but not bound to:
1. initiate any proceedings in a court of law either in the name of the Exchange or in
the name of the defaulter against any person for the purpose of recovering any

amounts due to the defaulter,

2. initiate any proceedings in a court of law either in the name of the Exchange or in
the name of creditors (who have become creditors of the defaulter as a result of



transactions executed subject to and in accordance with Bye-laws and Rules of the
Exchange of the defaulter against the defaulter for the purpose of recovering any
amounts due from the defaulter. The defaulter as well as the creditors of the
defaulter shall be deemed to have appointed the Exchange as their constituted
attorney for the purpose of taking such proceedings.

5.13.Power of the Relevant Authority to define the grounds of Suspension /Expulsion.

1i.

The Board or relevant authority may, subject to the provisions of the SCRA/SEBI
Act and the Rules made thereunder from time to time, make Bye-Laws, Rules and
Regulations for defining the conduct or acts or omissions which renders a Member of
the Exchange, liable to expulsion, suspension, fine or withdrawal or suspension of
rights and privileges of membership of the Exchange and other consequences.

If any Member of the Exchange is guilty of such conduct or act or omission
that under the aforesaid Bye-Laws, Rules and Business Rules / Regulations made in
that behalf render him liable to suspension, expulsion or other consequences, the Board
or the relevant authority shall suspend, expel or impose other consequences as the
Board or the relevant authority may deem fit.

In exercising the said powers, the Board or the relevant authority shall observe and
follow the procedure respectively set out in that behalf in the aforesaid Bye-Laws, Rules
and Business Rules / Regulations.

5.14. General Grounds for suspension / Expulsion

The Relevant Authority may, after giving an opportunity of hearing to the Member and
recording the reason in writing with copy to the Member, expel or suspend or fine
and/or censure and/or warn and/or withdraw any of the membership rights of a Member
of the Exchange if he be guilty of contravention, non-compliance, disobedience, disregard
or evasion of any of the presents hetein, Bye-Laws, Rules and Business Rules /
Regulations of the Exchange or of any of the resolutions, orders, notices, directions or
decisions or rulings of the Exchange or the Board or any Committee or officer of the
Exchange authorized in that behalf, or of any conduct, proceeding or method of business
which the Board of Directors in accordance with these presents, Bye-Laws, Rules and
Business Rules / Regulations in force from time to time deems dishonourable,
disgraceful or unbecoming of a Member of the Exchange or inconsistent with just and
equitable principles of trade or detrimental to the interest, good name or welfare of the
Exchange or prejudicial or subversive to its objects and purposes.

The Relevant Authority may expel or suspend and/or fine and/or censure and/or warn
a Member of the Exchange, authorized representative, agent, or employee for any
conduct, act or omission, which if done or omitted to be done by the Member of the
Exchange, would subject him to the same penalties. Provided that the Relevant
Authority, when it has found a Member of the Exchange guilty of such conduct or acts
as would entitle the Relevant Authority to expel him may, at its discretion, instead of
expelling, suspend him from all or any of the rights and privileges of membership of the
Exchange for such period as the Relevant Authority may deem fit or until the Member
of the Exchange has carried out or performed any lawful condition imposed by the
Board in that behalf.

Notwithstanding anything contained in any of the Bye-laws and Rules of the Exchange, if
the registration of a member is suspended by the SEBI, such member of the Exchange
shall ipso facto stand suspended from the membership of the Exchange for the period
of suspension, so imposed by the SEBI or till such suspension is in force.

5.15. Opportunity of being heard mandatory



No resolution of the relevant authority expelling or suspending a Member of the
Exchange shall be passed or voted upon until and unless the Member of the Exchange
has been given an opportunity to explain the charges against him. Such Member of the
Exchange may appear at such meeting or state his case in writing addressed to the
Exchange.

5.16. Expulsion of a Member of the Exchange

In addition to the grounds mentioned elsewhere in these presents, the relevant authority
may, after giving an opportunity of hearing to the Member and recording the reason for
expulsion in writing with copy to the Member, expel any Member of the Exchange from
the membership of the Exchange in the following cases:

i, Where a Member of the Exchange fails or has failed to carry out any award made in
arbitration proceedings held by the Exchange, or held under provisions of these
presents, or under the Bye-Laws, Rules and Business Rules / Regulations framed
under any power conferred under these presents, within twenty-one (21) days of the
communication of the award or such further period as the Board may extend on the
written application of the party;

i. Where a Member of the Exchange has refused to submit a dispute to arbitration,
which by the provisions of these presents, is required to be submitted to arbitration
and institutes any suit or legal proceeding in
contravention of the provisions of these presents.

5.17. Forfeited or Lapsed right of Membership

A right of membership of a Member of the Exchange shall lapse or shall be liable to
be forfeited or wvest in the Exchange ipso facto upon such member being
declared a defaulter/deemed defaulter or expelled under the Rules, Bye-Laws or
Regulations of the Exchange for the time being in force, and it shall belong absolutely
to the Exchange free of all rights, claims or interest of such member of the Exchange or
any person or authority claiming through or against such member/trading member, and
the Governing Board shall be entitled to deal with or dispose off such right of
membership, as it may think fit.

Explanation: In case where a member of the Exchange had obligations, engagements or
dues outstanding and such member of the Exchange expires before his fulfilment
to the Exchange/Clearing House /Clearing Corporation/Settlement Guarantee Fund,
such member of the Exchange shall be declared a deemed defaulter by the Governing
Board, if the legal heirs or legal representatives of the deceased member of the
Exchange fail to fulfil such obligations, engagements or dues as per the stipulated
and pre-notified schedule. As a result, the same consequences shall follow as in case
of declaration of a defaulter.

5.18. Expelled Member of the Exchange not to be re-Admitted.

A member of the Exchange, who has been expelled by the relevant authority, shall not
be re-admitted under any circumstances unless expelled for non-compliance of
continued requirements for membership of the Exchange.

5.19. Attachment order against any Member of the Exchange by court, etc. and the
consequences

Where any security deposit and/or other payments made by any Member of the
Exchange with the Exchange under these any Rule, Bye-law or Business Rules /
Regulation, has been attached by an order of any Court or on behalf of any Income Tax
authority, Revenue, Office, or by any authority or officer of the Government under any
law, for the time in force and if the Member of the Exchange whose deposit and/or



other payments has been so attached or encumbered fails to have such attachment
cancelled or removed within three (3) days of a notice by the Exchange, notifying him
of the service on the Exchange of such order of attachment and calling upon the
Member of the Exchange to have the said attachment removed or cancelled, the Board
or the relevant authority shall suspend the said Member of the Exchange provided that
any Member of the Exchange whose deposit as aforesaid has been attached in the
manner aforesaid pays into the hands of the Exchange within such period as may be
specified by the relevant authority a sum equal to the amount so attached, the
Board or the relevant authority shall not exercise its powers to suspend him under this
clause so long as the said additional deposit so made is free of any attachment. The
provisions of this clause shall apply to any attachment against the said additional deposit
made in the like manner as to the original payment and/or security deposit.

5.20. Members of the Exchange required to make personal appearance

A Member of the Exchange shall appear and testify before and cause his pattners,
authorized representatives, and employees to appear and testify before the Board of
Directors or the Managing Director and / or CEO or before a Committee of
officer of the Exchange authorized in that behalf and shall produce and cause to be
produced before the Board of Directors, or the Managing Director and / or CEO ot
before a Committee or officer of the Exchange authorized in that behalf such books
correspondence, documents, papers and records or any part thereof which may be in
his or their possession and which may be deemed relevant or material to any matter
under inquity or investigation or which the Board of Directors or the relevant authority
in its absolute discretion deems necessary in the interest of just and equitable principles
of trade or in public interest and welfare of the Exchange and the Members of the
Exchange.

5.21. Permission necessary for legal representation.

Members of the Exchange shall not have the right to be represented by
professional counsel or advocate or attorney or other authorized representative in any
investigation, proceeding or hearing before the Board or any Committee unless the
Board or the Committee or SEBI so permits.

5.22. Failure to pay fine attracts suspension / expulsion.

If a Member of the Exchange fails to pay any fine or penalty imposed upon him within
fourteen (14) days after notice in writing has been served upon him by the Exchange, he
may be suspended by the Board or the relevant authority until he makes payment,
and if within a further period of thirty (30) days he fails to make such payment, he may
be expelled by the Relevant Authority.

5.23. Discretion in lieu of suspension / expulsion.

1.

1.

The Board or the relevant authority in its absolute discretion may in any case suspend
a Member of the Exchange in lieu of the expulsion warranted or may withdraw one or
any of the membership rights or impose a fine in lieu of suspension or expulsion
warranted and may direct that the guilty Member of the Exchange be censured or
warned or may reduce or remit any such penalty on such terms and conditions as
it deems fair and equitable.

The Board or the relevant authority may of its own motion or on appeal by the Member
of the Exchange concerned reconsider and may rescind, revoke or modify its
resolution withdrawing all or any of the membership rights or fining, censuring or
warning any Member of the Exchange. In a like manner the Board or the relevant
authority may rescind, revoke or modify its resolution suspending any Member of the
Exchange. Provided that where any expulsion, suspension or other penalty as aforesaid
is imposed in accordance with the directions of = SEBI, Government or other authority
issued in exercise of any powers conferred on them by the Act or the Rules framed



thereunder, then the Board or the relevant authority shall not exercise the power to
rescind or revoke or modify the same, except with the previous sanction of the
authorities concerned.

5.24. Effect of Suspension of Member of the Exchange.

The

consequences:

1.

1ii.

1v.

V.

suspension of a Member of the Exchange shall have the following

The suspended Member of the Exchange shall, during the term of his suspension,
be deprived of and excluded from all the rights and privileges of membership of the
Exchange but he may be proceeded against by the Board or the relevant authority for
any offence committed by him either before or after his suspension and the Board
shall not be debarred from taking cognisance of and adjudicating on or dealing with
any claim made against him under these presents, Bye-Laws, Rules and Business
Rules / Regulations;

The suspension shall not affect the rights of the Exchange and/or other Members of
the Exchange who are creditors of the suspended Member of the Exchange;

The suspension shall create a vacancy in any office or position held by the suspended
Member of the Exchange;

The suspended Member of the Exchange shall be bound to fulfil contracts outstanding
at the time of his suspension; and

The suspended Member of the Exchange shall not, during the term of his suspension,
clear and register any contracts at the Exchange, provided that he may with the
permission of the Board close out through other Members of the Exchange the
transactions outstanding at the time of his suspension.

5.25. Effect of Expulsion of Member of the Exchange.

The expulsion of a Member of the Exchange shall have the following consequences:

L

1i.

1v.

vi.

Vii.

The expelled Member of the Exchange shall forfeit to the Exchange his rights of
membership of the Exchange and all his rights and privileges as a Member of the
Exchange including any right to the use of or any claim upon or any interest in any
property or funds with the Exchange including guarantee fund; but any liability of any
such Member of the Exchange to the Exchange or to any member of the Exchange
shall continue and remain unaffected by his expulsion;

The right of nomination shall vest in the relevant authority and shall not be exercised by
the expelled Member of the Exchange;

The expulsion shall create a vacancy in any office or position held by the expelled
Member of the Exchange;

The expulsion shall not affect the rights of the Exchange and Members of the
Exchange who are creditors of the expelled Member of the Exchange; and

The expelled Member of the Exchange shall be bound to fulfill transactions and
obligations outstanding at the time of his expulsion and he may with the permission of
the Board or the relevant authority close such outstanding transactions with or through
another Member of the Exchange.

The provisions of Rules, Bye-Laws and Regulations pertaining to default, shall become
applicable to the member expelled from the Exchange as if such Member has been
declared a defaulter.

No member shall transact business for or with or share brokerage with the expelled
member.



5.26. Relevant authority to notify suspension, expulsion and default of member of
the Exchange.

Notice shall be given to the Member of the Exchange concerned and to the members of the
Exchange in general, by a circular or any other suitable means of the expulsion or
suspension of or of the suspension of business by a Member of the Exchange or of any
other penalty imposed upon him or his partners, attorneys, agents, authorized representatives
or other employees. The the relevant authority may in its absolute discretion and in such
manner as it thinks fit notify or cause to be notified to the members of the Exchange and
Members of the Exchange or to the public that any person who is named in such
notification has been expelled, suspended, penalised, or declared a defaulter or has suspended
his business or ceased to be a Member of the Exchange. No action or other proceedings
shall in any circumstances be maintainable by such person against the Exchange or the
Board or the relevant authority or any member of the Board or any officer or employee
of the Exchange for the publication or circulation of such notification.

6. SAVING CLAUSE

A. In pursuance of section 28A of the Forward Contracts (Regulation) Act, 1952 (FCRA) the Rules
of the Exchange made under the FCRA (referred to as ‘the existing Exchange Rules’), shall not be
applicable after a period of one year from September 29, 2015 due to repeal of FCRA with effect
from September 29, 2015. Notwithstanding such repeal,-

(i) All actions or activities pursuant to trades executed under the provisions of the existing
Exchange Rules, including but not limited to clearing, settlement, auctions, dispute
resolution or arbitration and default redressal shall be undertaken and enforced under the
corresponding provisions of these Rules.

(i) Al rights and liabilities accruing under the existing Exchange Rules including but not
limited to risk management measures such as maintenance of Investor Protection Fund and
Settlement Fund shall continue to accrue under the corresponding provisions of these Rules.

(i) All eligible members of the Exchange or their agents granted admission to dealings or
granted permission to access the trading platform of the Exchange in terms of the existing
Exchange Rules, shall continue to exercise such rights in the Exchange in terms of the
corresponding provisions of these Rules, subject to provisions of SCRA and the Rules and
Regulations made thereunder and the SEBI Act and the Rules and Regulations made
thereunder and any directives or Circulars etc issued by SEBI from time to time.

(iv) Anything done or any action taken or purported to have been done or taken including any
inspection, order, penalty, proceeding or notice made, initiated or issued or any confirmation
or declaration made or any license, permission, authorization or exemption granted,
modified or revoked or any document or instrument executed, or any direction given under
the existing Exchange Rules, shall be continued or enforced by the Exchange, in terms of
the corresponding provisions of these Rules.

v) All violations of provisions of the existing Exchange Rules and any proceedings initiated or

All violati f provisi f the existing Exchange Rul d any p dings initiated
pending as on September 28, 2016, shall continue to be governed by the corresponding
provisions of these Rules.

B. The Exchange, as directed by SEBI shall be empowered to issue clarifications with regard to any
of the provisions of these Rules. "

Date: 31.01.2017 Ranjit Kumar Samantaray
Place: Navi Mumbai Chief Regulatory Officer



