
 

 

Ref: ANMI SUB# 35/2020-21  

 

To,           July 13, 2020 

 

1. Shri S K Mohanty  
Whole Time Member 

Securities and Exchange Board of India 

Plot No. C 4-& G Block near Bank of India 

Bandra Kurla Complex, Bandra (East) 

Mumbai - 400051.  
 

2. Shri Nagendraa Parakh 
Executive Director 

Securities and Exchange Board of India, 

Plot No. C 4-& G Block near Bank of India, 

Bandra Kurla Complex, Bandra (East), 

Mumbai - 400051.  
 

Respected Sir, 

 

Ref: 1) SEBI circular Ref no. SEBI/HO/MIRSD/DOP/CIR/P/2020/28 dated February 25, 2020 

        2) SEBI Circular Ref No.  SEBI/HO/MIRSD/DOP/CIR/P/2020/88 May 25, 2020 
 

Sub: ANMI submission on concerns relating to introduction of Pledge /repledge Process.  

 

Please refer to the SEBI circulars on the captioned subject. Due to pandemic times, SEBI has postponed these 

measures to be implemented from August 01, 2020.  

 

The quoted circular envisages the securities lying in the clients demat account where the broker has POA or 

through the system of title transfer to collateral accounts but NOT to be considered as margin  and instead, the 

same to be pledged to the broker with a further facility of repledge to Exchanges or Clearing corporations. 

 

ANMI in the past has whole heartedly supported the proposed act of SEBI to prevent misuse of client’s 

securities through the ban of Title transfer and to be replaced with the pledge process which gives complete 

visibility to the investor about their holdings and their use.  

 

ANMI has received representations from its members about the challenges which will be faced in 

implementing it in a short span of time, primarily due to the reasons listed below: 

 



 

 

1. The Depositories are not yet completely ready with the process of the manner in which the 

same will be implemented.  

2. We believe the test environment for the new set up will be available from the depositories 

only on the 19th of this month, leaving little time to test this important process being a 

fundamental and structural change. In which we operate. 

3. Till date, only the pledge file formats have been released but not the actual test file which can 

be used by back office vendors to make changes in the back office applications and test the 

same. 

4. The Back-office vendors have clearly expressed their inability to develop the new module and 

carry out changes in their core application which affects pay in, payout, collateral management 

and margin obligations. We believe the same has been conveyed by them also to the 

depositories in their interactions with them. 

5. These are fundamental changes having deep impact on the system and ANMI believes it has 

to be implemented with caution without causing disturbances to brokers  in the smooth 

functioning of the day to day operations and working capital management. 

6. Since all securities are to be returned to clients which could be lying with clearing members 

(CM) or clearing corporations (CC) , there would be a time lag in the release of securities 

from CM/CC to clients and then creating a pledge by the client to the broker who would 

further need to be repledged with CC or CM’s. With no semblance of any system in place by 

the depositories and the CC’s, how this mammoth change can be implemented in a span of 7 

working days is  a big question mark and is going to be a big challenge with the brokers many 

of them whose client base runs into lakhs if not millions. 

7. If the proposed steps are going to be hurriedly implemented in the manner as laid down in the 

quoted circulars, this will cause great damage to the entire eco system. Clients will be 

subjected to margin penalties solely due to the havoc created by the new system still it 

stabilizes. 

8. Many investors have not opted for Delivery Instruction Slips (DIS) due to the presence of the 

POA system. The DP’s will need to send the DIS through courier services which largely 

remain suspended. The investor ,though may have given the POA may want to like to pledge 

their securities to other brokers.  

9. There is a need to educate investors about the new system on the format of the SMS link or 

the content of the E Mail Id’s and their actions on the same. Unfortunately, there is no such 

format which has been released or a detailed process instruction released by the Depositories. 

10. The working capital management of brokers will go hay wire while implementing and 

complying with these measures due to the time gap between release and repledge.  
 

It therefore becomes imperative to have the current and the proposed systems co-exist for the next two months 

to make a smooth transition to the well-intentioned system. During these two months , the shares lying with 

the CC’s / CM’s plus  the shares lying in the investors account where brokers hold a POA or the shares 

transferred from the investors demat account to the broker collateral account and further given to CC/CM’s 

and also the shares pledged to the new collateral account be treated as margin compliant. The time period of 



 

 

two months will give breathing space to the market participants to adjust to the new environment and make a 

smooth and calibrated transition to the new system which otherwise will be disastrous if sufficient time to 

transition is not going to be made available to the market participants.  

 

ANMI therefore requests for the simultaneous co-existence of the current systems of title transfer, shares lying 

in POA and the proposed pledge system till Sept 30 after which the pledge re-pledge system can be 

implemented in toto and the old systems be dispensed with.  

 

We believe you will consider our submission favourably. 

 

Best Regards 

 

For & on Behalf of ANMI 

 

 

Dr. V. Raghavendra Prasad 

CEO 

CC: 

1. Shri Vikram Limaye 

MD & CEO 

National Stock Exchange of India Ltd. 

Exchange Plaza, C-1, Block G, Bandra      

Kurla Complex, Bandra(E), Mumbai  

Maharashtra - 400051 

 

2. Shri Ashish Chauhan 

MD & CEO 

The Bombay Stock Exchange  

25th floor, P. J. Towers 

Dalal Street, Mumbai,  400001 

3. Shri Vikram Kothari 
   MD & CEO 

NSE Clearing Corporation Ltd. 

Exchange Plaza, C-1, Block G  

Bandra Kurla Complex, Bandra(E)  

Mumbai – 400051 

4. Smt. Devika Shah 
MD & CEO 

Indian Clearing Corporation Ltd. 

The Bombay Stock Exchange  

25th floor, P. J. Towers  

Dalal Street, Mumbai-400001 

5. Mr. G.V. Nageswara Rao 
MD & CEO 

National Securities Depository Limited, 

Trade World, A wing, 4th Floor, Kamala Mills 

Compound, Lower Parel,  

Mumbai - 400013 

6. Shri Nehal Vora 
MD & CEO 

Central Depository Services (India) Ltd. 

Marathon Futurex, A-Wing, 25th floor, 

NM Joshi Marg, Lower Parel, Mumbai 

400013 

 


