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SURVEILLANCE POLICY

1. Background:

Surveillance is the process of collecting and analyzing information concerning
markets in order to detectunfair transactions that may violate securities related
laws, rules and regulations. In order to achieve thisand to create safer markets,
Mukul AmratlalSonawala would have in place adequate surveillance
policiesandsystemin ¥ ordertomonitor
suspicious/manipulativetransactionsandcurbsuchactivities,ifany.

2. Objective:

In order to facilitate an effective surveillance mechanism to monitor the
transactions in Cash, Equity —Derivative, Currency Derivative Market Segments
and Commodity Derivative Market Segment of the StockExchange(s), where the
Firm is registered as a Trading Member, this Surveillance Policy is being
formulatedincompliance and/orasmandatedby SecuritiesandExchange Boardof
IndiaandTheStockExchanges.

3. Responsibility:

3.1 TheComplianceOfficershallberesponsiblefortheimplementationandsupervisio
nofthisPolicy.

3.2 The Compliance Executives, Surveillance executive and back office
executives shall assist and report totheCompliance Officerona daily
basisinrespectof the alertsgeneratedforthesurveillancemechanism.

3.3 The Compliance Officer shall take all necessary steps to analyze, monitor,
document and report thefindings to the relevant Stock Exchanges and/or
regulatory bodies, in a time bound manner, as detailedhereunder and/or
asmandatedbythe StockExchanges and/orregulatorybodies.

3.4 The Compliance Officer shall take adequate precautions to ensure
implementation of an effectivesurveillance mechanism, based on the day-to-day
activities of the clients, general market information andthefacts
andcircumstances.

3.5 ThelnternalAuditorofthefirm,shallreviewthePolicy,itsimplementation,docume
ntation,effectiveness and review the alerts generated during the period of audit
“and shall record the observationswithrespecttothesameintheir Internal Audit
Reports. :

3.6 TheProprietor shall peruse, review and provide necessary guidance with
regard to the “SurveillancePolicy”,periodically,forstrengtheningtheprocesses.
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4. PolicyProceduresforDispositionofAlerts:

4.1 Downloading of Transaction Alerts: The Transaction Alerts provided by the
Stock Exchanges andinternally generated shall be downloaded by “the
compliance Team” on a regular basis and the same shallbe forwardedtothe
ComplianceOfficer.

4.2 Client(s) Information: The “Compliance Team? shall carry out the necessary
Due Diligence of theclient(s), whose
nameappearsontheTransactionAlerts.ThesaidofficershallensurethattheKYCparam
eters are updated on a periodic basis as prescribed by Securities & Exchange
Board of India (SEBI)andlatestinformationoftheclient isupdatedin UCCdatabaseof
therespectiveExchanges.Based on available information, the trading member
shall establish groups / association amongst clients, inter-alia, to identify
multiple accounts / common account / group of clients.

4.3Documentation: The ComplianceTeamin order to analyze the trading activity
of the Client(s)/GroupofClient(s)or scrips identified basedontheTransactionAlerts,
shalldothefollowing:

a) SeekexplanationfromsuchidentifiedClient(s)/GroupofClient(s) for
enteringintosuchtransactions.

b) SeekdocumentaryevidencesuchasBankStatement/DematTransactionState
ment/Incomeprooforanyotherdocumentstosatisfyitself.

¢) In case of Funds, Bank Statements of the Client(s)/Group of Client(s) from
which Funds pay-inhave beenmet,tobesought.

d) In case of Securities, Demat Account Statements of the Client(s)/Group of
Client(s) from whichSecuritiespay-inhavebeen met, tobesought.

e) The period of such statements mentioned in point (c) & (d) may be at least
+/- one month fromthe date of transactions to verify whether the funds/
securities for the settlement of such tradesactually belongs tothe client
towhomthetradesweretransacted.

4.4Analysis: Upon receipt of the above mentioned documents, the Compliance
Officer shall analyze thedocuments sought from the Client as well as the KYC &
KRA of the Client and shall record the observationsforsuchidentified
transactionsor Client(s)/GroupofClient(s).Compliance officer shall also analyze
whether any frequent changes are being made by any client(s)/ Group of Client(s)
in the KYC as well as the above mentioned documents

\StepstobetakenforénalysisofeachalertbyComplianceTeam:

Alert Generation System: The Compliance Team generates alert reports at the
end of each day from
theSoftwarewhichisanalyzedtoidentifysuspicioustransactions.AlertsfromStockExc
hangesarealsocollated.
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(i) QualityofDealing:

>
>

>

Identifyscripsin BE, T andTS having50%ofExchangevolume.
Segregatethescripvolumebasedonthesecuritycategory(e.g. EQandBEincaseof
NSEandA, B, T,etc., incaseofBSE).

Identifytheclients andcheckthebonafideoftransactions.

(ii) HighValueDeals:

>
>
>

>
>

Reviewthe deals aboveRs.25Lacsinsinglescrip..

In caseof buydeals,checkwhethersufficientmargin isavailable.

In caseof saledeal,checkwhetherthesharesareavailable inourclient
beneficiary/poolaccount.

Identifyscripswheredealsarepersistently contributinghighervolumes.
Identifyclients,whohavetakenhighvaluepositions,reviewtheirledgeraccountsi
nordertoverifywhetherthereis sudden increasein.

(iii) Significant increase in client activity: Client(s)/Group of Client(s) who
have been dealing in smallquantities/value suddenly significantly increase
their activity. In such cases the following shall beexamined:
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TransactionTurnovermorethanRs.10.00Lacs.

DeliveryTurnovermore thanRs.1.00Lacs.

Dealsizemore than2 timesoftheaveragedealsize.

Whethersuchvolume isjustifiedgiventhebackgroundofthe
clientandhispasttradingactivity.
CumulativeamountoffundsthatwasbroughtinbytheClient(s) / GroupofClient(s
)Jforthepurchasesmadeduringtheperiod.

Whethersuch inflow of fundsisinlinewiththe financialstatus oftheclient.
WhetherthetransactionsofsuchClient(s) / GroupofClient(s)arecontributingtoco
ncentrationorlmpactingtheprice.

(iv) Significant trading activity in scrips where client has pledge shares or has
significant holding or has frequent off market transactions:
This refers to significant increase in trading activity for client(s)/ Group of
client(s) in any particular scrip(s) or client(s)/ Group of client(s) is holding or
pledging shares of any particular scrip(s) or doing frequent off market
transactions in that particular scrip(s). In such cases following shall be
examined:

Review the deals above Rs. 1 Crore in a single scrip

Identify the scrip in which, client(s) are dealing in higher volume and doing off
market transactions frequently

Identify the client(s), whohavetakenhighvaluepositions in any particular
scrip(s),reviewtheirledgeraccountsinordertoverifywhetherthereis sudden
increasein. .

(v} Monitoring of IP address: In case of internet trading facility has been
provided to clients thenwe need to review frequently, whether multiple clients
are using same [P address or location for punching trades.
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(vi) Suddentradingactivityindormantaccounts:
Thisreferstosuchcaseswheretheclienthasnottradedmorethanémonthsandsudd
enlystarts/resumes trading in stocks or low market capitalized scrips or
enters into transaction which isnotin linewithhisfinancialstrength.In
suchcasesfollowingshall bereviewedandexamined:

> Trade GapAnalysisformore than180days.

> Reasons fortradingin suchscrips/contracts. |

> Whether there is any concerted attempt by a Client(s)/Group of Client(s) to
impact the prices ofsuchscrips/contractsthroughuse
ofsuchdormantaccounts.

» Additional verification before placing the order so as to verify that the client
himself is placing theorders.

(vii) Client(s)/Group of Client(s) concentrated in a few illiquid scrips: The
following shall be reviewed andexamined:

> Typically, the Risk Management Team shall block trading in scrips which

are listed as Illiquid ScripsbytheStockExchangesthroughitscirculars.

» Any trading in such scrips are done on specific request by client, and the
same is allowed by theCompliance Officer only upon scrutiny of the
beneficial ownership of the selling, pre-pay-in offundsby the
buyingclientandtradesare executed atthe lasttradedprice.
Activityconcentratedinilliquidscrips.

Suddenactivityinilliquidsecurities.

Reasons fortrading in suchscrips.

WhetherthereisanyconcertedattemptbyaClient(s) / GroupofClient(s)toimpactt

hepricesofsuchscrips.

WhetherthereisanyconcertedattemptbyaClient(s)/GroupofClient(s)toindulge

inmovementofprofit/lossfromoneclient toanother.

» PercentageofClient(s)/GroupofClient(s)activitytototalmarketinthescrip/contra
ctishigh.

» Identify clientswho havetradedinthese scripsmorethan 25% of Exchange
volume.

YV VVYYVY
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(viii) SynchronizedTrades/CrossTrades/CircularTrading:

» Scrutinize Synchronized/Cross Trade Report generated by the system as
well as the data publishedby the Stock Exchanges on their official website.
Identify clients having cross or synchronizedtrades.

» Continuoustradingofclient/groupofclients inparticularscripover aperiodof

time.
» Client/groupofclientscontributingsignificantvolume(brokerandexchangeleve
= - ljinparticularserip-especially illiquidscrip.
> Possiblematchingoftrades with a

specificgroupofclients(likesametradenumberonbothbuyandsellside
and/orimmediate executionoforder inilliquidscripetc.).

» Possiblereversaloftradeswiththesamegroupofclients(likesametradenumbero
nbothbuyandsellside and/orimmediate executionoforder inilliquidscrip)
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(ix) WashSalesorReversalofTrades:
> SameClient(s)/GroupofClient(s)onbothsidesofthetransaction.(i.e.sametrade
numberonboththebuy andsellside).
> ReversaloftransactionsbysameClient(s)orwithinsameGroupofClient(s)atsigni
ficantlydifferent tradeprices withinashortperiodoftimesays3-4days.
> One client makes significant profit and other suffers a loss or apparent
loss booking transactions inilliquidcontract/securitiesincludingoptions

(x) Concentratedposition intheOpenlInterest/highturnoverconcentration:

> Client(s)/GroupofClient(s)havingsignificantpositioninthetotalopeninterestof
aparticularscrip.

> Client(s)/GroupofClient(s)notreducing/closingtheirpositionsinspiteofthescri
pbeinginbanperiod.

» Client(s)/GroupofClient(s)activityaccountsforasignificantpercentageofthetot
altradinginthecontract/securitiesattheTradingmemberandexchangelevel.

> Client(s)/Group of clients with new account or client dealing after a
significant time gap, as identified by the trading member,accounting for
significant value/ percentage of total trading activity in a scrip/contract as
compared to the market.

> Client/ groupof clientsdealing frequentlyinsmall
quantities/minimummarketlotinascrip/contract

> MonitorthetradingpatternofClient(s) /GroupofClient(s)whohaveOpenlInterest
positions/concentration greaterthanequal to the thresholdsprescribed.

> Identifythe scrips wherethereis sudden increasein volume or
ratebycomparing the Exchangevolume.

» Check whether Clients has contributed substantial volume (more than 25
%) in such scrips. Identifyclients who have contributed more than 25 % of
the volume at the Exchange. Check for intimationletteruploaded by
theStockExchangeforthepurposeof AdditionalMargin. ‘

(xi) Disproportionate trading activity Vs reported income/ Net Worth

(xii) Based on an announcement by a listed company, identify client/ group of
client, having possible direct/indirect connection with a listed company,
who have undertaken any suspicious trading activity prior to price
sensitive announcement by the said listed company.

(xiii) Client / group of clients having significant selling concentration, in
~ . thescrips, forming part of ‘For Information list’ or ‘Current Watch list’.

(xiv)Significanttrading activityin scrips by clientwho has pledgedthe
sharesofsamescrip.

(xv) In case of concerns of trading activity of a client / group of clients in a
scrip, monitoring whether the orders are being placed by respective
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clients or their authorized representatives and monitoring client’s
address as per KYC vis-a-vis the dealing office address.

(xvi) Orderbook spoofingi.e.largeordersawayfrommarket

> Consistent placement of large orders significantly away from the market
with low trade to
ordertraderatioorcancelingorderswithinsecondsafterplacingthemtherebycre
atingafalseimpressionof depthina particularscrip/contract

> Repeated pattern of placement of large buy orders which are away from the
market price andsimultaneousplacementofsellorderstobenefitfromprice
riseorvice-versa.

(xvii) Impactof TradingPatternonPriceandVolumeoftheScrip
> Identifythe days on which theclienthastaken concentratedpositionsin the
scrip and ComparepriceandvolumeontheExchangeonsaiddatestoascertain
whether:
e Increasein priceorvolumebeyond20%.
e Clienthastakenpositions atday’shighorlowrates.

(xviii) Review of KYC &Turnover Vis-a-vis FinanciallncomeSubmittedbyClient
> Reviewthe KYC and supporting documentssubmittedby theclient.
> ReviewtheRisk
categorizationoftheclientandcategorizetheclientbasedonthevalidationdone.

(xix) GradedSurveillanceMeasures(GSM):
In continuation with the various measures implemented above to enhance
market integrity andsafeguardinterestofinvestors,
theComplianceOfficerandRisk ManagementTeamshallalsoimplement the
Graded Surveillance Measures (GSM) on securities that witness an
abnormal pricerisethatisnot
commensuratewithfinancialhealthandfundamentalsofthe company.

Atpresent,thereare6stagesdefinedunderGSMframeworkviz.fromStageltoStage
VI.Surveillance action has been defined for each stage. Once the security
goes into a particular stage,
itshallattractthecorrespondingsurveillanceaction.StagewiseSurveillance
actionsarelistedbelow;

Stage SurveillanceActions
I TransfertoTrade for tradewithprice bandof5%orlowerasapplicable.
o I TradeforTradewithpricebandof5%orlowerasapplicableandAdditionalS

urveillanceDeposit(ASD)of 100%oftradevaluetobe
Collectedfrom Buyer.

11 Tradingpermittedonceaweek(EveryMonday)andASDof100%oftradeval
uetobecollectedfromBuyer.
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Stage SurveillanceActions

v Tradingpermittedonceaweek(EveryMonday) with
ASDof200%oftradevaluetobecollectedfromBuyer.
\% Trading permitted once a month (First Monday of themonth) with
ASD of200%oftradevaluetobe collected fromBuyer.
VI Tradingpermittedonceamonth (FirstMondayofthe month)with
noupwardmovementinpriceofthesecuritywithASDof200%oftradevalu
etobecollectedfromBuyer.

-

The Risk Management Team has to be extra cautious and diligent while dealing
in such securities as theyhave been placed under higher level of surveillance. A
file containing stage wise GSM detalils is available onthe websiteof NSEandBSEat
thefollowinglink:

> https://www.nseindia.com/invest/content/equities surv_actions.htm

X

> https://www.bseindia.com /markets/equity/EQReports/graded surveil measur
e.aspx

GSMframeworkshallworkinadditiontoexistingactionsundertakenbytheExchangeont
hecompany’ssecurities.

(xx) AdditionalSurveillance Measure (ASM)

The Compliance Officer and Risk Management Team shall also implement
Additional Surveillance Measurealong with the aforesaid measures on securities
with surveillance concerns based on objective parametersviz.Pricevariation,
Volatility etc.

The short listing of securities for placing in ASM is based on objective criteria
covering the followingparameters: ‘

HighLowVariation
ClientConcentration
No.ofPriceBandHits
ClosetoClosePriceVariation
PEratio

YVVYVYVY

Thesurveillanceactionsapplicable forthe shortlistedsecuritiesareas under:

» SecuritiesshallbeplacedinPriceBandof5%orasdirectedbytheStockExchange(
o s)fromtimetotime.
> Margins shallbeleviedattherateof100%.
ASM framework shall be in conjunction with all other prevailing surveillance
measures being imposed bytheExchangesfromtimetotime.

5. TimeFrameforDisposition8 Closure ofAlerts:
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With respect to the transactional alerts downloaded by the Exchange, trading
member shall ensure that all alerts are analyzed and status thereof (Verified &
Closed / Verified & Sent to Exchange) including action taken is updated within
45 days, in the respective Exchange System.

With respect to the alerts generated at the trading members end, trading
members shall report instances with adverse observation, along with details of
action taken, to the Exchange within 45 days of the alert generation.

In case the matter prolongs beyond 45 days the same should be reported to the
Proprietor, by the Compliance Officer, citing reasons for such delay. The
Compliance Officer may seek extension of the time period from the Exchange,
whenever required, under intimation to the Proprietor.

6. ManagementInformationSystem(MIS):

A Quarterly MIS Report (by 30 Calendar Days from the end of each quarter) shall
be putupbytheComplianceOfficertotheProprietor onthenumberofalerts pending at
the beginning of thequarter, generated during the quarter, disposed off during
the quarter and pending at the end of thequarteralong with reasons for pendency
and action plan for closure. The Compliance Officer shall also apprise the
Proprietor of any exception noticed duringthedispositionofAlerts.

7. UnsolicitedMessages(SMSStocks):

7.1 Clients are advised to remain cautious on the unsolicited emails and SMS
advising investor to buy, sellorholdsecuritiesandtradeonlyonthebasisof
informeddecision.

7.1.1Investorsarealsorequestedtosharetheirknowledgeorevidenceofsystemicwrong
doing,potentialfraudsorunethicalbehaviorthroughtheanonymousportalfacilityprov
idedonExchangewebsiteandmailatthe following addresses:

» invg@nse.co.in

» investigation@bseindia.com

7.21n recent past, Exchange has come across SMS tips being circulated whereby
as a festive bonanza, various stocks are being recommended with higher price
targets leading to heightened trading activities insuchstocks.

- i s

7.2.1 Member advises their clients to exercise caution towards unsolicited emails
and SMS and also request their clients to buy, sell or hold securities and trade
only on the basis of informed decision. Clients are further requested not to
blindly follow these unfounded rumors, tips etc. and invest after
conductingappropriateanalysisof respectivecompanies.
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7.2.2Inviewofabove&asa
partofsurveillancemeasuretoprotectinvestor’sinterestandmaintain
marketintegrity, Exchangeisonceagainadvisingmemberstoexercisegreatercautionw

ith respect
totips/rumorscirculatedviavariousmediumssuchasanalystwebsites,socialnetwork
s,SMS,WhatsApp,Blogs Ete. Whiledealingin thesecurities

listedontheExchangeonbehalfoftheirclients. 5
7.2.3TheSecuritiesidentifiedbyExchange(s)inwhichunsolicitedSMSarecirculatedsh
allbekeptsuspendedandbarred from furtherbuying&sellingby Member
andshallbemonitored onregularbasis.

7.2.4TheClientsshallremaincautiousontheunsolicitedemailsandSMSadvisingtobu
y,sellorholdsecuritiesandtradeonlyonthebasisof informeddecision.

7.2.5Member may in exceptional circumstances, where the Client has dealt
in“SMSStocks, shallwithholdthe pay-out of funds and/or securities of the Client
and/or suspend the Accounts, without assigning anyreasons, to adjust the
Traded Value of Trades in such SMS Stocks with retrospective effect and transfer
thesame to the Designated Bank Account earmarked for this purpose as
mandated by Stock Exchange(s)/SEBIfromtime-to-timeandretainthe sametill
directedbythe StockExchange(s)/SEBIforsuchrelease.

8. RecordMaintenance&Reporting:

8.1 The Proprietor shall be responsible for all surveillance activities carried
out by the Companyandfor therecordmaintenanceof suchactivities.

8.2 The Compliance Officer shall be assisted by the Risk Management Team
and the Back office team forthe surveillance activities and shall have the
discretion to take assistance/help from any professionalsand/orsoftware for
the ©better implementationof thesurveillance activities,withoutdiluting
theaccountabilityandresponsibility oftheComplianceOfficer.

8.3 Each alert received from the exchange shall be backed by necessary
supporting documentary evidencecollected from clients, any other additional
details as may be deemed fit may be captured and placedbeforetheProprietor
forreview.

8.4 Further, the records mentioned in above have to be maintained and
~ preserved for a period of five yearsfromreceivingsuch alertfromtheexchanges.

9. Quarterly reporting of status of the alerts generated by the Trading
member:

In order to comply with the SEBI & Exchange circular, trading members are

10
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required to provide duly approved status of the alerts on a quarterly basis(MIS),
in the prescribed format to the Exchange within 15 days from end of the quarter
by the designated compliance team in accordance with exchange circular BSE -
20210701-30 dated 01 Jul 2021& NSE - NSE/SURV/48818 dated 01 Jul 2021.

10. ReviewProcedure:

In order to ensure the effectiveness of the policies and procedures on the
Surveillance Obligations, itshall be reviewed once in every year and as and
when required to incorporate the additions,
changes,modificationsetc.,asdirectedbyregulatorandsuchchanges shalltake
place fromtheireffectivedate.

The Compliance Officer shall be responsible to ensure that as and when the
policy is reviewed orupdated, the same is consistent with the applicable laws
and rules of the exchanges and to bring all thesignificant changes in the said
policy to the notice of Proprietor and place the reviewed
policybeforetheBoardfor itsadoption.
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For Mukul ,A;Wawala

Jayant Amrutlal Pandya
Compliance Officer
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