



RMS Policy on Franchisee Exposure & Risk Management
Risk Management would be done at two levels: Franchisee Deposit & Exposure and Client Deposit & Exposure

Franchisee Deposit & Exposure: 
· Gross exposure limits of Dealer id will be calculated on the basis of 10 Times of Franchisees Deposit or Sum of all clients’ deposits, which ever is higher. Gross exposure will be gross buy + gross sell of the franchisee.  Exposure to the Franchisee Deposit would be given only for business development and not for regular business except for emergencies solely at the discretion of RMS dept.
· Franchisee clients debit on T + 2 day should not exceed the franchise deposit amount with SPS. Incase it exceeds then the franchisee has to increase his deposit immediately, alternatively SPS reserves the right to square of the excess outstanding position to the extent of the shortfall.
· If debit more than T + 2 days exceed franchisee deposit then on the T + 3 day Buying limit will be blocked and only selling limit will be given as per sum of all Client selling exposures.

Client Deposit & Exposure: 
Cash Segment 
· There would be no default exposure only credit balance would be considered. Cheques deposited but not cleared (up to Rs. 2 lakhs) would be considered while calculating client’s exposures, incase of Cheques above Rs. 2 lakhs, only cleared amount to be considered. In case of Franchisee clients – default limit would be of Rs. 25000 for both buying and selling.
· Regional Head for the region would have the authority to get the limits for any client opened up to a maximum of Rs. 1 lakh for buy as well as sell transactions. Anything above but upto 5 Lakh would be under the authority of CEO. This should be communicated to RMS via email or a web based portal. 
· Credit balances to the extent of unsettled sale transactions will not be considered. (Unsettled Sale Transaction : Securities sold but not delivered to SPS)

Purchase
· Clients would get exposure of 3 times for cash delivery purchase, on the credit balance in their account. 

· For Intraday, open position could be up to 5 times of the credit balance in the clients account, open positions would be squared off if MTM losses reaches the extent of 75% of the credit balance in clients account. However, Gross exposure for intraday trading would be allowed upto 7 times.
Sell

· In case of clients where the DP account with POA is not with us, an exposure of 5 times would be provided on credit balance in the client’s ledger, for delivery based sell transactions. In case of debit balance in client’s ledger, the selling exposures on the basis of holding lying in beneficiary a/c and unsettle buy transaction (purchased but not paid) would be given. 
· Incase of clients where DP along with POA is with us, clients can sell stocks up to holdings lying in his DP with POA and also the beneficiary a/c for unsettle buy transaction. 

F & O and Commodities Segment:

· Limits in the F & O and Commodities segment would be given on the basis of margin requirements (Exposure & SPAN margin) and not exposure value based.

· Client can do intra day trading, keeping an open position to the extent of margin in his account or MTM at any given point of time. 

· Cash balance in ledger as well as eligible collateral (As specified by SPS from time to time) would be considered for client’s margin in F & O Segment. 

For instance

	Calculation of F&O exposure
	 
	 
	 
	 
	 
	 

	Margin available
	
	
	
	
	
	 

	Cash Margin
	200000
	
	
	
	
	 

	Eligible collateral given as margin
	50000
	
	
	
	
	 

	Total Margin
	250000
	
	
	
	
	 

	 
	
	
	
	
	
	 

	Margin Required (For e.g.)
	Margin
	
	
	
	
	 

	Span margin on ABC Ltd. 
	40000
	
	
	
	
	 

	Exposure margin on ABC Ltd
	20000
	
	
	
	
	 

	Total margin required
	60000
	
	
	
	
	 

	 
	
	
	
	
	
	 

	Client wants to buy 5 contracts of ABC Ltd.  

	Extent of exposure client can take in Futures contract of ABC Ltd.

 

	 
	Margin
	
	
	
	
	 

	Current margin available
	250000
	
	
	
	
	 

	Margin required for 4 contracts
	240000
	
	
	
	
	 

	 
	
	
	
	
	
	 

	Balance available
	10000
	
	
	
	
	 

	Since the margin available for the client is Rs. 250000 and the margin already utilized (Rs. 240000), the client can buy only 4 contracts of ABC Ltd.

	 
	
	
	
	
	
	 

	The total margin required on ABC Ltd. contract from the client at the end of the day.
	 

	Initial margin
	160000
	
	
	
	
	 

	Exposure margin
	80000
	
	
	
	
	 

	Total margin
	240000
	
	
	
	
	 

	Margin available
	250000
	
	
	
	
	 

	Margin Excess
	10000
	 
	 
	 
	 
	 


Auto Square Off: (To be assessed & implementable after development of system)
· Cash Segment: Debit balance: SPS reserves the right to square off after T+2 days, if payment is not received. Positions for which cheques have been deposited and entered into the inbuilt system by T + 3 day would not be squared off

· F & O and Commodities Segment: 

· Reportable margin  : Ledger balance in NSE F&O (after adjusting Mark To Market), BSE Cash, NSE Cash, collaterals, family a/c credit mapped in back office at the end of day or in our inbuilt system entered before 09.30 AM on square off day

· Required margin:
 Initial margin, exposure margin and any other adhoc margin imposed by exchange on time to time at the end of day.

	Reportable Margin
	Manual Square off 

	
	

	Falls below 75% of required margin
	50% of the position would be squared off

	Below40% of required margin
	Entire position would be squared off


Additional Information 
1. No franchisee will be given the direct terminal under any circumstances.

2. Franchisee account would be settled on monthly basis. Franchisee client’s debit balance as well as uncovered MTM losses would be deducted from the franchisees revenue share while settling the account. 

3. The terminal limits are only for Cash as well as Derivatives segment and not commodities. The commodities terminal id will be similar on the basis of the additional deposit given for Commodities segment.

4. All the clauses mentioned above are subject to change as per change in the company policy from time to time.
5. Risk Management for branches too would be client wise as per limits mentioned above.
6. SPS will accept approved share as initial deposit to the tune of 50% from franchisee. In case of franchisee’s clients, the client should give stocks worth of minimum 1 lacs.
7. Any margin/deposit would be considered for intra-segment margin inter-alia Equity with FO but Equity/FO with Commodity will be possible only with Stock-margin by way of transferring the pledge between the two entities. However, manual exposure would be possible solely at the discretion of RMS Deptt.

8. Limit-opening facility would be available to client immediately after squaring-up of the position. This is done immediately on call from the respective business manager / franchisee.

9. Limits/exposures will be monitored and maintained on client-basis and not branch-basis.

10. This “RMS” Policy is Subject to Modification and Changes at sole discretion of SPS Share Brokers pvt ltd and the management of SPS Share Brokers pvt ltd deserves the right to modify/increase/decrease limits and/or other terms of exposure based on the risk perfection as deemed fit by the company. Which will be exceptable by all clients and business Associates.

     

