BSE platform for SMEs from Séptember f

Diverse listing concessions to get custom; aim to break even in first five years

T E NARASIMHAN
Chennai, 10 July

A new exchange for small and
medium enterprises (SMEs),
aBombay Stock Exchange ini-
tiative, would go live in Sep-
tember. It will try to break
even in the first five years,
with a target to rope in 500
members, according to a sen-
ior BSE official.

Lakshman Gugulothu,
chief executive officer of the
proposed exchange, said list-
ing and other fees would be
about half of what the main
board charged. °

“The vision is wealth cre-
ation by the SMEs, through in-
clusive economic growth, un-
leashing valuations and, so,
creating wealth for all stake-
holders, besides considerable
income tax benefits and the fa-
cility to exit at any point of
time,” he said.

Adding “The new thing
about the SME Exchange is
that issues will be 100 per cent
- underwritten. There will also

be support of three years in the

secondary market through g

market making activity.”

SMES with paid-up capital §
up to %10 crore can come on

the SME Exchange, in contrast
to the minimum paid-up capi-
tal of ¥10 crore or more for the
main board. The listing norms
have been simplified. The is-
suer has to take approval of the

- exchange; an okay from the Se-

curities and Exchange Board
of Indiaisn’t required. A copy
of the offer document will be
sent to Sebi for information.

Half-yearly compliance
would be required, instead of
quarterly. Abridged versions
of the annual reports need to
be sent to investors instead of
the entire one; keeping a copy
of the report on the website is
sufficient. A website for a
member is compulsory.

SMEs with paid-up capital
between Rs 10 crore and Rs 25
crore could choose to get list-
ed at either the main board or
the SME Exchange.

It may be noted that the
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paid-up capital of 1,500 com-
panies listed on the main board
is less than %10 crore each.
About 2,500 companies listed
on the main board have a paid-
up capital between Rs 10 crore
and 25 crore. Altogether,
4,000-odd companies or about

83 per cent listed on the main
board qualify to be listed on
the BSE SME Exchange.

Sebi has also made amend-
ments in the regulations, sim-
plifying compliance norms for
SMEs so listed. “SMEs have
been exempted from the cri-

SME'S WITH PAID-UP
CAPITALUPTO "10
CRORE

can come on the SME
Exchange, in contrast to the
minimum paid-up capital of
*10 crore or more for the
main board

teria of three years profit-mak-
ing track record (profit in
three of five years) for listing.
Any company with one or two
years of good track record can
consider listing,” said Gugu-
lothu.

Sale of unlisted shares in
the short term attracts a cap-
ital gains tax of 30 per cent
and the long-term tax would
be 10 per cent. In the case of
listed securities, the short-
term capital gains tax is 10
per cent and there is no long-
terms tax.

As for corporate gover-
nance for the SME segment,
half a company’s board would
have to be independent direc-
tors, said Gugulothu.




