INTERNAL CONTROL & RMS POLICY
Annexure-1:-

CLIENT REGISTRATION & DOCUMENTATION

a.  KYC, MCA/TPA, RDD are executed in the prescribed formats and the same is executed before execution of trades for the clients.
b. UCC is allotted to the clients and the same is uploaded to the exchange with PAN details.
c. All the fields in KYC form are generally  filled including financial details of the clients.
d. Proper proof of Identity, PAN and Proof of Address are taken with KYC form.

e. MCA/TPA format prescribed by the exchange has been adopted for the same & all mandatory clauses have been  included in MCA/TPA. 
f. In-person verification of clients have been done by the employees of the company only.
g. That In-Person Verification is done by DP and such DP is the same entity.
h. The date of verification and signature of official who has done in-person verification and the company’s stamp have been incorporated in the client registration form and also mention the name and designation of the employee.
i. As explained to us copies of all the documents executed by client are given to the respective clients by hand at the time of opening of account.
j. Change in address, bank account or DEMAT account is carried on receipt of written request along with documentary proof from the respective client and proofs in respect of the same are “Verified with Originals”.
k. Client details including financial details reviewed periodically or updated.
Annexure-2:-
ORDER MANAGEMENT AND RISK MANAGEMENT SYSTEM

l. Orders are generally received from clients on telephone or personally at the office and there is proper recording system for the orders received by the clients. 
m. Orders executed away from market price, client-wise/ scrip-wise/ terminal-wise volumes/ exposures are monitored by surveillance team.

n. Internal procedure adopted for setting the limits at client level, terminal level and dealer level. Limit is fixed for trading on the basis of the funds available in the client’s account. In the case of delivery based trade, payment may be taken after execution of the trade on the same day or the next day.
o. Margins are generally collected in advance or before the date of pay in date. In case of new client margin, initial margin is taken for trading in derivative segment.
p. Client margin of F&O segment is reported to clearing corporation on daily basis through MG-13 file.
q. The exchange procedure is being followed by the company for risk management system including policy on margin collection.
r. There is proper system are in place to ensure timely collection for pay-in from the the respective client as per settlement schedule. 
s. In case of long outstanding debit balances, copy of statement of account is sent on quarterly basis, although this statement is sent to other clients also. Dispatch register is also maintained for the same. Recovery and monitoring of long debit balances accounts are also done by telephonic conversation and SMS and also sent legal notice to client having debit balance if required after a letter sent to them for recovery.
Annexure-3:-
CONTRACT NOTES, CLIENT MARGIN DETAILS AND STATEMENT OF ACCOUNTS
a. All contract notes are sent to clients in digital form on daily basis within 24 hours of execution of trades. Confirmation are sent to client through SMS on daily basis.
b. Margin information is sent to clients on daily basis through email.
c. A log book is maintained as proof of delivery for the contract notes and margin information sent to the clients.
d. Contract notes bear running serial number initiated at the beginning of each financial year.
e. All prescribed details including name and digital signatures of the director of the company named Mr. PRANAV KANT, dealing office details and brokerage are contained in the contract note.
f. A record of sent mails is also maintained in system and a back up is also taken for the same.
g. That trail of bounce mail is maintained in the system software and physical delivery of the same can be ensured in case of bounced mail.
h. All contract notes are published by the company on the website of the company which can be accessed by the clients by logging in with their user name and password provided to them.
i. The although a statement of accounts for funds and securities has been sent quarterly to the clients of the company by courier. We also observed that the statement contains error reporting clause of thirty days. Dispatch register of statement of accounts has been maintained name wise. 
Annexure-4:-

DEALING WITH CLIENT’S FUND & SECURITIES

a. No cash transaction and no third party cheque accepted  from clients.
b. The cheques are issued to clients on telephonic or email requests.
c. Pay in or pay out is received from or delivered to respective clients only.
d. The Client’s funds / securities are transferred to respective client within one working day of payout from Exchange accept the company has also taken the permission from the clients to hold the deliveries / funds in case of running accounts.
e. Pay in or payout are not received from or made to account other than the respective client’s account. The collaterals of clients are pledged with banks / other entities for raising funds on clients written request only. The funds raised by pledging client securities were utilized for respective clients only.
f. No overdraft facility is taken in Client Bank Account.

g. The bank book and register of securities are in alignment with bank statements and transaction statements provided by banks and depositories. 
h. The dividend in respect of client’s securities and the dividend in respect of own securities have been recorded &  dividends of client have been credited to the respective client from the dividend account. The dividend received in respect of client’s securities is credited to clients account within prescribed time limit.
Annexure-5:-

BANKING & DEMAT ACCOUNT OPERATIONS

a. Separate beneficiary accounts have been maintained for own securities and clients securities. The respective account numbers of client beneficiary account and pro beneficiary account are 12051000-00042317 and 12051000-00000614.  Company maintains different bank accounts for client’s money and their own money.
Annexure-6:-
OPERATION OF TRADING TERMINALS AND SYSTEMS

a. The periodic audit of system and software has been conducted by the certified system auditor named M/s SHAR & Associates.
b. Terminals are operated by the approved persons or approved users with valid NCFM/BIFM certification.
c. The correct user name, login id, terminal location have been reported to the Exchange.
d. The member has obtained prior permission for providing CTCL and has also complied with applicable provisions of CTCL.
e. The updated versions of the software are used by the company i.e. SHILPI – CAPEX 10.10.03.03 and ODIN 10.0.0.2.
f. The backup of data is taken to two external hard disks on daily basis. It is also observed that hard disks are  maintained in the safe custody of the director of the company.
g. The firewall is used by the company for data secuirity.
Annexure-7:-
MANAGEMENT OF BRANCHES / SUB BROKER AND INTERNAL CONTROLS

a. The new branch is opened by the company on the basis of the information available in the market.
b. There is client level as well as branch level limit is fixed according to their regular turnover and margins for monitoring / identifying sudden increase / decrease in client level turnover. Although the monitoring of clients is done manually as well as by surveillance department of the company in head office.
c. Quarterly inspections are done by the senior management officials.
d. There is no sharing of commission and brokerage with any entity with whom trading members are forbidden to do business / another trading member / employee in the employment of another trading member.
e. Internal control system is existing in most of the required areas specially to cover risk.
f. A stock broker indemnity policy with standard cover /clause has been taken by the company.
Annexure-8:-
INVESTOR’S GRIEVANCE HANDLING

a. There is no complaint pending with the member as on 31st march 2011.

b. Complaints can be directly lodged to the head office of the company, written displays are there in branches for information to investors. A complaint register is maintained in the office and complete details of investor complaints are mentioned in the register.
c. A compliance officer is there named Mr. Vinod Nautiyal for resolving complaints and if those which are not resolved, the same are informed and resolved by the directors.
d. That a separate email id addressed as info@mithunsecurities.com has been created by the company for receiving complaints from the clients.
Annexure-9:-
MAINTENANCE OF BOOKS AND ACCOUNTS

a. The prescribed books of accounts, registers and records are maintained Exchange wise with required details as per regulatory requirement.
b. The register of securities is maintained client wise – script wise.
c. The exchange wise separate books of accounts are maintained.
d. The company has not dealt with suspended /defaulter/expelled member and entities prohibited from accessing market. .
e. There is no change in shareholding / directors / constitution of the company during the period.
f. The company has not dealt with any other member of the Exchange.
g. The advertisements have been issued by the company and prior approval for the same has been taken from the exchange.

h. The company maintains and updates the client master in its back office.
i. The financial reports of the company has been analysed time to time & good financial condition according to insolvency and liquidity ratios. 
Annexure-10:-
SYSTEM & PROCEDURE PERTAINING TO PREVENTION OF MONEY LAUNDERING ACT, PMLA, 2002

a. All KYC requirements is being following at the time of account opening and proper references etc also being taken.
b. Proper monitoring of transaction is being done on individual basis by the dealers as well as operator executing the order. In case of any doubt Pan or other identification is being asked.
c. The clients are segregated in the category of High Risk, Medium Risk and Low Risk according to their trading turnover, behavior in making payments, location and their financial status etc. on selective basis.
d. In case of high risk client proper margin requirement and KYC requirement is being monitored by senior officials.
e. Ongoing due diligence and scrutiny is being conducted for the clients.
f. An account is not opened where the member is unable to apply appropriate clients due diligence measures/KYC Policies.
g. Mr. Vinod Kant has been appointed as the principal officer in the company. The appointment of principal officer has been intimated to the FIU, Delhi on 1st November 2006.
h. There is a written procedure for implementation of Prevention of Money Laundering Act, 2002. The written procedure for implementation of Prevention of Money Laundering Act, 2002 is intimated to FIU, Delhi.
i. The value wise and quantity wise checks have been fixed in the system to monitor suspicious transactions.
j. The Member has identified clients identification procedures and programs at various stages on the basis of value wise and volume wise and risk involved therein according to their financial position.
k. There are checks for identifying that whether the client has any criminal record or not and for identifying that whether the client has been banned for trading in any manner.
l. The monitoring of transactions is done manually as well as by surveillance department of the company in head office.
m. The member has adequate systems and procedures in place to ensure screening of employees while hiring. Proper proof of identity, address proofs and qualification certificates is taken before hiring employees. 
n. The  member has adequate systems in the place to scrutinize the alerts and arrive at suspicious transactions.
o. Internal controls have been made for identifying the suspicious transactions although no such transactions have been identified / reported to FIU, Delhi by the company.
The member has appropriate procedures for reporting of suspicious transactions to FIU.
p. System is generating report of alerts. Alerts have been understood as order hit the limit fixed volume wise and various others security check. Alert is monitored as and when generated online by the designated officer and remedial action is taken thereof.
q. No suspicious transaction reporting is filed by the member during the period.
r. Mr. Vinod Kant has been appointed as the principal officer in the company to look after money laundering transactions and he look after all the related records and compliances to be made as per PMLA Act 2002.
s. The principal officer trained the employees in relation to AML and CFT (Combatting Financing of Terrorism). 
Annexure-:-
TRANSFER OF TRADES / CLIENT CODE MODIFICATION
a. The client code modification has been done with-in the time limit prescribed by the exchanges only at head office of the company.
The client code modification is done by the company on the  requests of clients or dealer, due to oversightly punched the wrong code by our operator at the time of order placing. All the wrong codes  directly reported to compliance officer by the dealer/client who is responsible for the same. Compliance officer assigned the modification job to one of the senior employee of the company with the consent of the client. 
Although, we are very careful for not to create such instance.

ERROR CODE/ CODE MODIFICATION POLICY. 

As per SEBI and NSE/BSE guideline we have already created an “ERROR CODE” in both exchange (NSE &BSE) in all segment and uploaded the same to exchange UCC site. Although we have educated to all our front office staff  to carefully enter the UCC code while placing order in the system. 

But in case of wrong code entered by front office staff/dealer, he/she will inform to the Compliance Officer of the company about the wrong code. Compliance officer will investigate the matter and only Compliance officer is allowed  to modify the code with the exchange within stipulated time limit of the exchange. 

Back-office modification not allowed without modifying the code with the respective exchange.  In case of wrong code, compliance officer modify that code with error code and squared the position in error code with respective exchange.

Annexure-12:-

MARGIN TRADING

a. There was no margin trading in the company till date.
Annexure-13:-
PROPRIETARY TRADING

a. The member is doing pro trading and the member has also disclosed this information to his clients by written displays in the office premises as well as by disclosure information in the registration form.
Annexure-14:-
INTERNET TRADING

a. The company has not provided any internet trading facility to any client during the period. 
Annexure-15:-


EXECUTION OF POWER OF ATTORNEY

a. 
Trading member has not obtained POA from any of their clients.

Annexure-16:-
OPERATION OF PROFESSIONAL CLEARING MEMBER / MEMBERS CLEARING TRADES OF OTHER TRADING MEMBERS

a. The company is a self clearing member and therefore TM-CM agreements are not required to the company in F&o segment.

Annexure-17:-
SECURITIES LENDING & BORROWING SCHEME

a. There was no securities lending and borrowing scheme in the company during the period.
POLICY FOR PREFUNDED INSTRUMENT
In case of pre-funded instrument such as Demand Draft, Pay Order and Bankers cheque rarely accepted with a proof either a certificate from issuer Bank and/or certified statement of account reflecting the transaction in case of amount more then Rs.50000/- (Rs. Fifty Thousand only).


