Annexure III
Indicative Processes/guidance for verification of respective areas: 

1. Client registration and documentation/Anti Money Laundering Compliance:
Checks and balances in place for registration of constituents as per SEBI guidelines.
Systems and procedures put in place by member for verification of PAN before opening account

Procedure followed by the member for informing UCC to the clients & uploading to the Exchange  

Mechanism to ensure financial details of clients

Procedure adopted for in person verification of clients

Procedure adopted by relationship managers, if any, for procuring new clients

Storage of client registration documents and retrieval mechanism

Procedure adopted for obtaining clients’ consent for electronic contract notes

Periodic review of client related information and updation of the same in system

Acquaintance procedure for  new clients

Customer acceptance policy and customer due diligence measures  
Processes for verification of alerts with KYC details
2. Order management and risk management systems  
Procedure adopted for receipt of orders from clients

Mechanism for order management and execution

Procedure adopted for setting Limits at client level / Terminal level/Dealer level

Policy on Margin collection mechanism and the modes of margin money

Procedure adopted for reporting of client margin collection to clearing corporation

Review of process adopted for monitoring/recovery of long outstanding debit balances

Procedure adopted for calculation and reporting client funding

Procedure for monitoring institutional trades not routed through custodians

Procedure adopted for providing Direct Market Access (DMA) facility  

3. Contract notes, Client margin details and Statement of accounts

Procedure adopted for issuance of contract notes

Adherence to electronic contract note norms, if applicable

Procedure adopted for sending statement of accounts

Procedure adopted for sending margin details to clients

Procedure for maintaining acknowledgement/proof of delivery of contract notes/statement of accounts/margin details to the clients

4. Dealing with clients’ funds and securities
Verification of internal controls adopted by the member while accepting banker’s cheque / demand draft from clients

Procedure for ensuring that receipts and payment of funds/securities are from/to respective client only

Verification of following books of accounts/records 

· Register of Securities

· Bank Statements

· Depository accounts maintained by member

· Client ledgers

· Cash Book

· Bank Book

· Details of records of client securities pledged, if any.

· Underlying for any overdraft/loan account.

5. Banking and Demat account operations
Procedure for segregation of own and clients’ funds and securities (in separate accounts)

Internal controls for use of client bank and client beneficiary accounts only for authorized purposes.

6. Terminal operations and systems

Procedure and policy adopted by member before allotment of trading terminals

Due diligence adopted for password security

Procedure in place for audit of systems and software

Periodic updating of version and back up mechanism

System adopted for data storage, security and access

7. Management of branches / sub brokers and internal control
System and Policy followed for opening / closing of branch

Procedure adopted to inform the same to clients

Periodicity and procedure adopted for inspection of branches / sub brokers

Reporting mechanism and mode of informing the inspection observations to branches / sub brokers and Follow up action plan

Policy of fixing of roles and responsibilities of officials in head office, branches and sub-brokers office

Process laid out so as to prevent unregistered intermediation

Documentation of Internal controls   and Comments on Internal controls in place

Verification of Stock broker indemnity insurance policy

Sharing of commission/brokerage

8. Investor grievance  handling

Mechanism to monitor complaints lodged with branches/Sub brokers

Maintenance of complaints register

Redressal mechanism for complaints registered against the member

Verification of investor grievance register and email id

Internal control for verification of complaints received through the designated email –id

9. Maintenance of Books of Accounts

Prescribed books of accounts, registers and records are maintained Exchange wise, with the required details and for the stipulated period as per regulatory requirement

Internal controls on the process for taking approval of the Exchange

Analysis of financial reports

10. Systems & Procedures pertaining to Prevention of Money Laundering Act, PMLA, 2002

System in place that allows continuous monitoring of transactions

Process of generation and monitoring alerts

Process for identifying STR (Suspicious Transaction Report) and reporting the same to FIU-India

Processes for verification of alerts with KYC details

11. Transfer of trades

Procedure and system adopted for transfer of trades in the back office

Internal controls for transfer of trades

12. Margin Trading  

Procedure and systems in place as per regulatory requirements with respect to execution of  agreements and sources of funds for the Member.
13. Internet Trading

Procedure followed for allotting of user id and password, change of password etc.

Internal controls for internet trading

14. Execution of Power of Attorney (POA )

Process adopted for execution of POA

Internal control adopted by the member to ensure that POA is not misutilised.

SEBI and Exchanges references: 

1. Client registration and documentation

	
	References
	Date

	Exchange
	Download no. NSE/INSP/11324
	18-Sep-08

	Exchange
	Download no. NSE/INSP/13334
	26-Oct-09

	Exchange
	Download no. NSE/INVG/7236
	3-Mar-06

	Exchange
	Download no. NSE/INSP/10938
	4-July-08

	Exchange
	Download no NSE/INSP/10872 
	23-Jun-08

	Exchange
	Download no NSE/INSP/11143 
	19-Aug-2008

	Exchange
	Download no NSE/INSP/13931
	Jan 19,2010

	Exchange
	Download no NSE/INVG/14117
	17-Feb-  2010

	Exchange
	Download no NSE/INVG/14994
	 16 -June-2010

	SEBI
	SEBI/MIRSD/DPS-1/Cir-31/2004

Regulation 7 D
	August 26, 2004

	SEBI
	SEBI/MIRSD/Cir.No.02/2010
	January 18,2010

	SEBI
	MRD/DoP/Cir- 05/2007
	April 27, 2007

	SEBI
	SMDRP/Policy/Cir-39/2001
	July 18, 2001

	SEBI
	MRD/DoP/SE/Cir- 35/2004
	October 26, 2004

	SEBI
	Cir/MIRSD/9/2010
	November 4, 2010

	Exchange
	Download no  NSE/INSP//13606
	3-Dec-2009

	Exchange
	Download no   NSE/INSP/14048
	3-Feb-2010

	Exchange
	NSE/INVG/18503 
	August 02, 2011

	SEBI
	CIR/MIRSD/16/2011
	August 22, 2011

	Exchange
	No: NSE/INSP/18830
	September 9, 2011

	Exchange
	NSE/INVG/19135
	October 14, 2011

	Exchange
	NSE/INSP/19243 
	Oct 25, 2011

	SEBI
	MIRSD/Cir-23/2011
	December 2,2011

	SEBI
	MIRSD/Cir-26/2011
	December 23,2011

	SEBI
	CIR/MIRSD/24/2011
	December 15,2011

	Exchange
	NSE/INSP/19949
	February 3, 2012

	SEBI
	MIRSD/ Cir-5 /2012
	April 13, 2012

	SEBI
	CIR/MIRSD/09/2012 
	August 13, 2012

	SEBI
	CIR/MIRSD/11/2012
	September 05, 2012

	Exchange
	NSE/INVG/21841 
	October 4, 2012

	SEBI
	CIR/MIRSD/01/2013 
	January 4, 2013

	SEBI
	CIR/MIRSD/2/2013 
	January 24, 2013


2. Order management and risk management systems

	
	References
	Date

	Exchange
	Download no. NSE/INVG/7236
	3-Mar-06

	Exchange
	Download no. NSE/MEMB/261
	27-May-97

	Exchange
	Download  no. NSE/INSP/11324
	18-Sep-08

	Exchange
	Download no. NSE/INSP/13334
	26-Oct-09

	Exchange
	Download  no. NSE/CMPT/6610
	06-Sep-05

	Exchange
	Download  no. NSE/CMPT/6653
	16-Sep-05

	Exchange
	Download NSE/CMTR/10537
	3-Apr-08

	Exchange
	Download no. NSE/CMTR/6732
	04-Oct-05

	Exchange
	Download no. NSE/INSP/6938
	09-Dec-05

	Exchange
	Download no NSE/MEMB/261
	27-May-97

	Exchange
	Download no. NSE/CMTR/6963
	19-Dec-05

	Exchange
	Download no. NSE/CMPT/11276
	10-Sep-08



	Exchange
	Download no  NSE/CMPT/6122
	May 09, 2005

	Exchange
	Download no NSE/CMPT/03167
	01-Feb-02

	Exchange
	Download no NSE/INSP/10367
	28-Feb-08

	Exchange
	Download no NSE /INSP/12503
	02nd June 2009

	Exchange
	Download no NSE/INSP/12655
	30th June 2009

	Exchange
	Download no NSE/CD/11189
	26-Aug-08

	Exchange
	Download no NSE/CD/11224
	02-Sep-08 

	Exchange
	Download no NSE/CD/12815
	31-July-09

	SEBI
	MRD/DoP/SE/Cir-07/2005
	February 23, 2005

	SEBI
	MRD/DoP/SE/Cir- 17/2005
	September 02, 2005

	SEBI
	Cir/ ISD/1/2011
	March 23, 2011

	SEBI
	Cir/ISD/2/2011
	March 24, 2011

	Exchange
	NSE/CMTR/18245 
	July 01, 2011

	Exchange
	NSE/INSP/19583 
	December 14, 2011

	Exchange
	NSE/INSP/19603 
	December 15, 2011

	Exchange
	NSE/INSP/20638  
	April 26, 2012

	SEBI
	CIR/MRD/DP/ 20 /2012
	August 02, 2012


3. Contract notes, Client margin details and Statement of accounts

	
	References
	Date

	Exchange
	Circular Download  no. NSE/INSP/11324 
	18-Sep-08

	Exchange
	Download no. NSE/INSP/13334
	26-Oct-09

	Exchange
	Download no NSE/INSP/11184
	Aug 26, 2008

	Exchange
	NSE CM and FO Regulations
	

	SEBI
	Circular no. SMDRP/Policy/Cir-32/99
	14-Sep-99

	SEBI
	Clause B(2) of Code of conduct for Stock Brokers specified under Regulation 7 
	

	SEBI
	SMD-1/23341
	November 18, 1993

	SEBI
	SMD (B)/104/22775/93
	October 29, 1993

	SEBI
	SMD/MDP/CIR/043/96
	August 5, 1996

	SEBI
	MRD/DoP/SE/Cir-20/2005
	September 08, 2005

	SEBI
	SEBI/DNPD/143542 /Cir-43/08
	November 06, 2008

	Exchange
	NSE/MEMB/3441
	June 14, 2002

	SEBI
	Cir/MIRSD/9/2010
	November 4, 2010

	Exchange
	NSE/COMP/17962
	June 03, 2011

	Exchange
	Download no   NSE/INSP//13606
	3-Dec-2009

	Exchange
	Download no   NSE/INSP/14048
	3-Feb-2010

	Exchange
	Download no   NSE/INVG/19382
	November 18, 2011

	Exchange
	Download no   NSE/INSP/19583 
	December 14, 2011


4. Dealing with clients’ funds and securities

	
	References
	Date

	Exchange
	Download no. NSE/INSP/11324
	18-Sep-08

	Exchange
	Download no. NSE/INSP/13334
	26-Oct-09

	Exchange
	NSE CM and FO Regulations
	

	Exchange
	Download no. NSE/CMT/001
	28-Oct-94

	Exchange
	Download no. NSE/FOTRD/001
	08-Jun-2000

	Exchange
	Download no. NSE/F&O/0098/2005
	30-Mar-05

	Exchange
	Download no. NSE/INSP/8338
	05-Jan-07

	Exchange
	NSE/INVG/2002/3690
	18-Oct-02

	Exchange
	Download no. NSE/INSP/9859
	4-Dec-2007

	Exchange
	Download no NSE/INSP/11184
	26-Aug-2008

	Exchange
	NSE/INVG/2004/5487
	30-Sep-04

	SEBI
	SEBI/MRD/SE/Cir- 33/2003/27/08
	August 27, 2003

	SEBI
	SMD/POLICY/Cir -06 /03
	February 06, 2003

	SEBI
	Code of conduct for Stock Brokers specified under Regulation 7 of SEBI (Stock Brokers and Sub brokers) Regulations, 1992.


	

	SEBI
	MRD/DoP/SE/Cir- 11/2008
	April  17, 2008

	SEBI
	CIR/MIRSD/03/2011
	June 9, 2011

	SEBI
	SEBI/ MIRSD /Cir/ 01/ 2011
	May 13, 2011

	Exchange
	Download no   NSE/INSP//13606
	3-Dec-2009

	Exchange
	Download no   NSE/INSP/14048
	3-Feb-2010

	Exchange
	Download no NSE/F&A/13028 
	September 7, 2009

	Exchange
	Download no NSE/F&A/13029 
	September 7, 2009

	Exchange
	Download no NSE/F&A/18608 
	August12, 2011

	Exchange
	Download no NSE/FA/21811 
	October 1, 2012

	Exchange
	Download no NSE/F&A/14195 
	February 26, 2010

	SEBI
	Notification on (INVESTMENT ADVISERS) REGULATIONS, 2013
	January 21, 2013


5. Banking and Demat account operations

	
	References
	Date

	Exchange
	Download  no. NSE/INSP/11324
	18-Sep-08  

	Exchange
	Download no. NSE/INSP/13334
	26-Oct-09

	Exchange
	NSE CM and FO Regulations
	

	SEBI
	Circular No. SMD-1/23341
	November 18, 1993.


6. Terminal operations and systems

	
	References
	Date

	Exchange
	Download no. NSE/CMTR/6552
	24-Aug-05

	Exchange
	Download  no. NSE/FAOP/6553
	24-Aug-05

	Exchange
	Download no. NSE/MEMB/3574
	29-Aug-02

	Exchange
	Download no. NSE/MEMB/3635
	25-Sep-02

	Exchange
	Download  no   NSE/MEM/3740
	13-Nov-02

	Exchange
	Download no NSE/MEM/7992
	10-Oct-06

	Exchange
	Download no. NSE/CMTR/7634
	28-Jun-06

	Exchange
	Download no. NSE/CMTR/6128
	10-May-05

	Exchange
	Download no. NSE/CMTR/8089
	10-Nov—06



	SEBI
	SMDRP/Policy/Cir-49/2001
	October 22, 2001

	SEBI
	SEBI/MRD/SE/15958/2003
	August 22, 2003

	Exchange
	Download no. NSE/MEM/19471
	November 30, 2011

	SEBI
	CIR/MRD/DP/09/2012
	March 30, 2012

	Exchange
	NSE/INSP/16536 
	December 15, 2010

	Exchange
	NSE/INSP/22096 
	November 8, 2012

	Exchange
	NSE/MA/22732 
	February 13, 2013

	SEBI 
	Notification No. LAD-NRO/GN/2010-11/12/10230
	June 29, 2010

	SEBI
	CIR/MRD/DP/34/2012
	December 13, 2012


7. Management of branches / sub brokers and internal control

	
	References
	Date

	Exchange
	Download no. NSE/INSP/11324
	18-Sep-08

	Exchange
	Download no. NSE/INSP/13334
	26-Oct-09

	Exchange
	NSE CM and FO Rules and Byelaws of the Exchange
	

	SEBI
	Section 12 of SEBI Act


	

	SEBI
	SMD/Policy/CIR-3/98
	January 16, 1998

	SEBI
	Circular No. Sub-Brok/Cir/02/2001
	January 15, 2001

	SEBI
	Regulation 18 B of  SEBI (Stock Brokers and Sub-Brokers) Rules, 1992


	

	SEBI
	SMD/POLICY/CIRCULAR/3- 97
	March 31, 1997


8. Investor grievance handling

	
	References
	Date

	Exchange
	Download no. NSE/MEMB/8352
	9-Jan-07

	Exchange
	Download no. NSE/INSP/5387
	30-Aug-04



	
	Clause 1(d) of Regulation 12A
	

	SEBI
	MRD/DoP/Dep/SE/Cir-22/06
	December 18, 2006

	SEBI
	CIR/MIRSD/18/2011
	August 25, 2011


9. Maintenance of Books of Accounts

	
	References
	Date

	Exchange
	Download circular no. NSE/INSP/11324
	18-Sep-08  

	Exchange
	Download no. NSE/INSP/13334
	26-Oct-09

	Exchange
	CM & FO Rules/Regulations
	

	Exchange
	Download no. NSE/MEM/1591
	20-Apr-00

	Exchange
	Download no. NSE/MEM/6706
	28-Sep-05

	Exchange
	Download no.  NSE/INSP/11184
	 26-Aug- 2008

	SEBI
	Rule 15 of Securities Contract Regulation   ( Rule )1957
	

	SEBI
	SEBI orders/Circulars
	

	SEBI
	Regulation 17(1) of SEBI (Stock Brokers and Sub brokers ) Regulations, 1992 

	

	SEBI
	SEBI/MRD/SE/Cir-15/2005
	August 4, 2005

	SEBI
	SEBI/MIRSD/Cir-06/2004
	January 13, 2004

	SEBI
	Rule 4 (c) of SEBI (Stock Brokers and Sub Brokers) Rules, 1992


	

	SEBI
	MIRSD-DR 1/SRP/Cir- 43/28408 /04
	December 15, 2004

	SEBI
	MIRSD/MSS/Cir- 30/ 13289/03
	July 09, 2003

	SEBI
	Clause C(4)  & C (5) of Regulation 7


	

	SEBI
	Circular No. SMDRP/Policy/Cir-49/2001
	October 22, 2001


10. Systems & Procedures pertaining to Prevention of Money Laundering Act, PMLA, 2002

	
	References
	Date

	Exchange
	Download no. NSE/INVG/7102
	25-Jan-06

	Exchange
	Download no. NSE/INVG/7307
	24-Mar-06

	Exchange
	Download no. NSE/INVG/11798
	22-Dec-08

	Exchange
	Download no. NSE/INVG/11928
	22-Jan-09

	Exchange
	Download no. NSE/INVG/12996
	02-Sep-2009

	Exchange
	Download no. NSE/INVG/13784
	30-Dec-2009

	Exchange
	Download no NSE/INVG/14117
	17-Feb-  2010

	Exchange
	Download no NSE/INVG/14994
	 16 -June-2010

	SEBI
	ISD/AML/CIR-1/2008
	December 19, 2008

	SEBI
	CIR/ISD/AML/3/2010
	December 31, 2010


11. Transfer of trades

	
	References
	Date

	Exchange
	Exchanges CM and F&O regulations
	

	SEBI
	SEBI/MRD/SE/Cir- 32/2003/27/08 

	August 27, 2003

	SEBI
	CIR/DNPD/01/2011
	January 3, 2011

	SEBI
	CIR/DNPD/6/2011
	July 05, 2011

	Exchange
	Circular Ref. No.: NSE/INVG/2011/670
	August 26, 2011

	Exchange
	Circular Ref. No. NSE/INVG/18281
	July 5, 2011

	Exchange
	Circular Ref. No. NSE/INVG/18484
	July 29, 2011

	Exchange
	Circular Ref. No. NSE/INVG/18716
	August 29, 2011


12. Margin Trading  

	

	References
	Date

	Exchange
	Download NSE/MEM/4972
	7-Apr-04

	SEBI
	SEBI/MRD/SE/SU/Cir-15/04
	March 19, 2004


13. Proprietary Trading

	
	References
	Date

	Exchange
	Download no. NSE/CMTR/4540
	6-Nov-03

	Exchange
	Download no. NSE/CMTR/4460
	3-Oct-03

	SEBI
	SEBI/MRD/SE/Cir- 32/2003/27/08
	August 27, 2003

	SEBI
	SEBI/MRD/SE/Cir- 42 /2003
	November 19, 2003


14. Internet Trading

	
	References
	Date

	Exchange
	Download no. NSE/CMTR/1532
	21-Mar-00

	SEBI
	SMDRP/POLICY/Cir-06/2000
	January 31, 2000


15. Execution of Power of Attorney (POA )

	
	References
	Date

	Exchange
	Exchange Circular No NSE/INSP/7657
	July 05, 2006



	Exchange
	Exchange  Circular NSE/INSP/14646
	Apr 26, 2010

	Exchange
	Exchange  Circular NSE/INSP/15598
	August 31, 2010


16. Operations of Professional Clearing member/ Members  clearing trades of other trading members

	
	References
	Date

	Exchange
	Download no   NSE/CMPT/11276
	10-Sep-08

	SEBI
	FITTC/DC/CIR-3468/98
	December 03,1998


17. Securities Lending & Borrowing Scheme

	
	References
	Date

	Exchange
	Download no  NSE/CMPT/10146
	28-Jan-08

	Exchange
	Download no NSE/CMPT/10593
	17-Apr-08

	Exchange
	Download no NSE/CMPT/11757
	12-Dec-08

	Exchange
	Download no NSE/CMPT/10164
	30-Jan-08



	SEBI
	MRD/DoP/SE/Cir- 31 /2008
	October 31, 2008


