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NON-COMPLIANCE WITH CERTAIN PROVISIONS OF SEBI (LISTING OBLIGATIONS
AND DISCLOSURE _REQUIREMENTS REGULATIONS, 2015 AND STANDARD
OPERATING PROCEDURE FOR SUSPENSION AND REVOCATION OF TRADING OF
SPECIFIED SECURITIES

Effectiveness of Circular:
In order to maintain consistency and uniformity of approach, the Securities and Exchange
Board of India in its Circular No. CIR/CFD/CMD/12/2015 dated November 30, 2015 introduced
a “Uniform fine structure for non-compliance with Listing Regulations regarding non-
submission of certain periodic reports” and "“Standard Operating Procedure (SOP) for
suspension and revocation of suspension of trading of specified securities”. The circular has
come into force w.e.f. December 01, 2015.
Recognized stock exchanges shall use imposition of fines as action of first resort in case of non
compliances and invoke suspension of trading in case of subsequent and consecutive defaults.
Listing Regulations:
The circular has been issued under the following regulations of Securities and Exchange Board
of India (Listing Obligations and Disclosure Requirements) Regulations, 2015 read with
Regulation 101(2) of Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015:

e Regulation 97: Monitoring of Compliance/ Non Compliance & Adequacy/ Accuracy of the

disclosures
e Regulation 98: Liability for contravention of the Act, rules or the regulations
e Regulation 99: Failure to pay fine

e Regulation 102: Power to relax strict enforcement of the regulations

Disclosures on the website of Recognized Stock Exchanges:
The recognized stock exchanges shall disclose on their website the following:
e action/s taken against the listed entities for non-compliance(s)
e the details of respective requirement
e amount of fine
e period of suspension

e freezing of shares, etc.

Shareholding of promoter and promoter group:
The depositories, on receipt of intimation from concerned recognized stock exchange, shall
freeze or unfreeze, as the case may be, the entire shareholding of the promoter and promoter

group in such entity.
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IMPOSITION OF FINE

The recognized stock exchange shall impose fine on listed entities for non-compliance with

certain provisions of the Listing Regulations for non-submission/ delay in submission of

reports/ documents to recognized stock exchange as under:

FINE PAYABLE FOR 1ST

FINE PAYABLE FOR EACH
SUBSEQUENT AND

under this regulation

than 15 days, additional fine of
0.1% of Paid Up capital* of the

entity or Rs. 1crore, whichever

REGULATION
NON-COMPLIANCE CONSECUTIVE NON-
COMPLIANCE

Regulation 27 (2) Rs. 1,000 per day of non-|Rs. 2,000 per day of non-
Non submission of the | compliance till the date of | compliance till the date of
Corporate  governance | compliance. compliance.
compliance report
within the period
provided under this
regulation
Regulation 31 Rs. 1,000 per day of non-|Rs. 2,000 per day of non-
Non submission of the compliance till the date of | compliance till the date of
Shareholding pattern | compliance and If non- | compliance and If non-
within the period | compliance continues for more | compliance continues for more
prescribed under this | than 15 days, additional fine of | than 15 days, additional fine of
regulation 0.1% of paid up capital* of the | 0.1 % of paid up capital* of the

entity or Rs. 1 crore, | entity or Rs. 1 crore, whichever

whichever is less. is less.
Regulation 33 Rs. 5,000 per day of non-|Rs. 10,000 per day of non-
Non submission of the compliance till the date of | compliance till the date of
financial results within | compliance and If  non- | compliance and If non-
the period prescribed | compliance continues for more | compliance continues for more

than 15 days, additional fine of
0.1% of Paid Up capital* of the

entity or Rs. 1 crore, whichever

under this regulation

is less. is less.
Regulation 34 If non - compliance continues | Rs. 2,000 per day of non-
Non-submission of the | for more than 5 days, Rs. | compliance till the date of
Annual Report within | 1,000 per day till the date of | compliance.
the period prescribed | compliance.

*Paijd up capital as on first day of the financial year in which the non-compliance occurs.
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Role of Recognized Stock Exchanges:

¢ Dissemination of non-compliant listed entities: The recognized Stock Exchanges
shall disseminate on their website, the names of non-compliant listed entities that are
liable to pay fine for non-compliance of the above tabled regulations.

¢ Review the compliance status: Every recognized stock exchange shall review the
compliance status of the listed entities within 15 days from the due date for compliance
for the respective regulation.

o Issue of Notice: Every recognized stock exchange shall issue notices to the non-
compliant listed entities to ensure compliances and pay fine within 15 days from the
date of the notice.

o Enforcement of action: If any non-compliant listed entity fails to pay the fine despite
the receipt of the notice, the recognized stock exchange may initiate appropriate

enforcement action, including prosecution.

Trade for Trade basis:

e Commitment of two or more consecutive defaults in compliance of the above tabled
provisions of the Listing Regulations within 15 days from date of the issuance of notice,
the concerned recognized stock exchange shall, in addition to imposing fine, move the
scrip of the listed entities to "Z" category wherein trades shall take place on 'Trade for

Trade' basis.

e 7 days prior public notice shall be given to investors by the recognized stock exchange
before moving the share of hon-compliant entity to "Z" category or vice versa.

e The recognized stock exchange shall move back the scrip of the listed entity to the
normal trading category, if it complies with respective provisions of the Listing

Regulations and completely pays the fine.

STANDARD OPERATION PROCEDURE FOR SUSPENSION OF TRADING

Standard Operating Procedure (SOP) lays down the following criteria for suspension and

revocation of suspension of trading of specified securities of the listed entities:

S. NO CRITERIA

1 Failure to comply with regulation 27(2) with respect to submission of
corporate governance compliance report for two consecutive quarters

2 Failure to comply with regulation 31 with respect to submission of
shareholding pattern for two consecutive quarters

3 Failure to comply with regulation 33 with respect to submission of financial
results for two consecutive quarters

4 Failure to comply with regulation 34 with respect to submission of Annual
Report for two consecutive financial years
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report, for two consecutive q

Failure to submit information on the reconciliation of shares and capital audit

uarters;

6 Receipt of the notice of suspension of trading of that entity by any other

recognized stock exchange on any or all of the above grounds.

Procedure for suspension of trading:

Written Intimation

compliant listed entity calling upon it to

The concerned recognized stock exchange shall send a written intimation to the non-

the applicable fine within 21 days of the date of the intimation.

comply with respective requirement(s) and pay

L

Non-Compliant Listed Entity

Non-Compliant Listed Entity fails to comply

complies with the requirements

and pays fine

with the requirements and pay fine within

the prescribed time

Complies with the requirement(s)
and pays fine five days before the
proposed date of suspension:

e The trading in its shares
shall not be suspended on
the proposed date.

e The concerned recognized
stock exchange shall
intimate to the depositories
to unfreeze, after one month
from the date of compliance,
the shares of the promoter
and promoter group of the
entity.

e The recognized stock
exchange shall give a public
notice on its  website
informing compliance by the

entity.

o Freeze the shareholding of promoter
and promoter group:
The concerned recognized stock exchange
shall intimate the depositories to freeze
entire shareholding of the promoter and
promoter group of the listed entity.

e Public notice:
The recognized stock exchange shall give
a 21 days public notice (prior to the
proposed date of suspension) on its
website proposing suspension of trading in
the shares of the non-compliant listed
entity.

e Suspension in trading:
The recognized stock exchange shall
suspend the trading in the shares of a
non-compliant listed entity.

¢ Shareholding to remain frozen for
three months from the date of

revocation of suspension:
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The entire shareholding of promoter/
promoter group in such listed entity shall
remain frozen till expiry of three months
from the date of revocation of suspension.

o Intimation of suspension to other
recognized stock exchanges:
While suspending trading in the shares of
the non-compliant entity the recognized
stock exchange shall send intimation of
suspension to other recognized stock
exchanges where the shares of the non-
compliant entity are listed. On receipt of
such intimation the other recognized stock
exchanges shall also suspend trading in
the shares of the entity.

e Trade for Trade basis:
After 15 days of suspension, trading in the
shares of non-compliant entity may be
allowed on the "Trade for Trade" basis, on
the first trading day of every week for 6
months.

¢ Confirmation from clients:
The recognized stock exchange shall give
instruction to its trading members/ stock
brokers to obtain confirmation from clients
before accepting an order for purchase of
shares of non-compliant entity on the
'"Trade for Trade' basis.

e Caution Message:
The recognized stock exchange shall put in
place a system to publish a caution
message on its trading terminals, as
follows: "Trading in shares of the Listed
Entity is under 'suspension and trade to
trade basis' and trading shall stop
completely if the Listed Entity remains not

compliant for six months ".
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STANDARD OPERATION PROCEDURE FOR REVOCATION OF SUSPENSION OF TRADING

Compliance of the requirement(s) and | Complies with the requirement(s) and

payment of fine within three months payment of fine after three months
from the date of suspension from the date of suspension

e The recognized stock exchange may |e The recognized stock exchange may
revoke the suspension of trading of revoke the suspension of trading of its
shares. shares after a period of three more

months from the date of such

compliance.

e The recognized stock exchange shall, 7 days prior to revocation of suspension of

trading in shares of the entity, issue a public notice on its website.

e After 3 months from the date of revocation of the suspension, the recognized stock
exchange shall send intimation to the depositories to unfreeze the shares of the
promoter and promoter group.

e After revocation of suspension, the trading of shares shall be permitted only in the
"Trade for Trade' basis for a period of three months from the date of revocation and
after this period of three months, trading in the shares of the entity shall be shifted

back to the normal trading category, after giving prior notice of 7 days.
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DISCLAIMER

CACS Bulletin is not intended as a source of advertising or solicitation and the contents of the same should not be
construed as professional / legal advice. Readers should take specific advice from a qualified professional when dealing
with specific situations and should not consider this as an invitation for a professional-client relationship. Without the
prior permission of Chandrasekaran Associates, Company Secretaries, the CACS Bulletin or content thereof or reference
to it should not be made in any documentation or correspondences. We make no warranty of any kind with respect to the
subject matter included herein or the completeness or accuracy of this issue of CACS Bulletin. The firm and the partners
are not responsible for any actions (or lack thereof) taken as a result of relying on or in any way using information
contained in this issue of CACS Bulletin and in no event shall be liable for any damage or loss resulting from reliance on
or use of this information. Without limiting the above the firm and the partners shall each have no responsibility for any
act, error or omission, whether such acts, errors or omissions result from negligence, accident or any other cause.
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