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Standard Operating Procedure (SOP) 
 

Authority to Operate Trading Account – Other than Family member / Other than 
Employee Cases 
 

Objective 
 
This SOP establishes a documented process for granting, reviewing, and monitoring authority to operate (ATO) 
trading accounts where such authority is given to persons outside of permitted categories, in order to prevent 
misuse, mule accounts, and market abuse. 
 

Applicability 
 

This SOP applies to: - Individual Clients: When authority to operate is granted to any person other than family 
members (as defined under Companies Act, 2013) or SEBI-registered entities. - Non-Individual Clients: When 
authority to operate is granted to persons other than employees (including group company employees), apex 
body members (directors, partners, trustees, etc.), or promoter/promoter group 
 

Authority to Operate:-Permission to place orders, transfer funds or manage trading activities on 
behalf of the Individual and Non-Individual client. 
 

Roles & Responsibilities 
 

Roles Responsibilities 
Front Office Accept and log ATO requests, verify documentation, and 
On boarding Team Forward for compliance review. 
Compliance Officer Verify category of authorized person, ensure enhanced due 
Principal Officer Diligence, approve/reject requests outside permitted categories 
Risk & Surveillance Team Monitor trading activity of accounts with third-party ATOs for suspicious 

patterns and potential mule account activity. 
Senior Management / Apex 
Body 

Provide final approval in exceptional cases, review periodic MIS on ATO 
accounts, escalate regulatory reports if required. 

 

Category Verification: 
 

 For Individuals – Confirm if person is a family member or SEBI-registered entity. 
 For Non-Individuals-Confirm if person is an employee, director, partner, trustee, or Promoter /      

            Promoter group. 
 

Procedure for Granting Authority 
 

Request & Documentation 
 

1. Written Request: Client must submit a signed request specifying name, relation, and purpose for  granting 
ATO (see Template A below). 
 
2. KYC & Verification: Collect and verify KYC documents of the authorized person (PAN, Aadhaar, proof of 
address). 
 
 
 
 

Procedure for Individual Clients as per (Section 5.6.3.1) 
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1. Generally, our firm does not give authority to operate a client's account to any other individual. 
 

2. If any client authorizes a family member to operate his account, we obtain an authorization letter signed by the 
client and his family member for operating the account. This authorization letter clearly mentions the terms and 
conditions for operating the account. 
 

3. If a non-family member or other registered client operates the account, we obtain a Power of Attorney 
authorization form signed by the actual client, clearly mentioning the rights granted as per the standards. 
 

4. We verify details with the client through KYC of the client and independent confirmation (call-back/email 
verification). 
 

5. Scanned copies of authorisation and verification records are kept on record. 
 

6. Such accounts are strictly monitored and reviewed. 
 

7. If, Any suspicious activity detected is reported to the relevant authority as per rules, and necessary action is 
also taken. 
 

Procedure for Non-Individual client as per (Section 5.6.3.2) 
 

1. Provide default authorization only to employees (including group employees), apex body members and 
promoters/promoter group. 
 

2. For outsiders, obtain a board resolution or apex body approval expressly authorizing such individual. 
 

3. Verify approvals with at least two apex body signatories through recorded communication. 
 

4. Maintain a register of such authorizations and review them on a quarterly basis. 
 

5. Mark such accounts in the monitoring system and obtain periodic confirmation of authorization from 
the apex body. 
 

Enhanced Due Diligence (EDD) 
 
If person falls outside permitted categories, perform: 
 

1. Background check (PAN validation, internal negative list screening). 
 

2. Financial profile assessment (Net worth, income vs. expected trading activity).   

3. Relationship mapping with existing clients to detect mule account risk. 
 

Documentation & Record Keeping 
 

•  Maintain ATO approval letter signed by client and authorized person. 
 

•  Record ATO details in client master and internal surveillance system. 
 

•  Maintain records for minimum of 8 years or as per SEBI circulars. 
 

Monitoring & Surveillance 
 

Periodic Review: Compliance team to review ATO list quarterly and submit MIS to apex body.  
 

Surprise Verification: Conduct random verification calls to clients to confirm authorized person’s legitimacy 
and continued consent. 
 

Reporting and Escalation 
 

• Report abuse or suspicious activity to senior management immediately. 
 

• Report suspicious activity to NSE within 48 hours and include it in the semi-annual action taken report. 
 

• Conduct annual training for dealers, back-office and compliance staff on this Standard Operating 
Procedure (SOP). 
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• Issue annual communication to employees reminding them of their obligations to report suspicious 
activity. 
 

Review 
 

• The Board/Partners/Owners will review this Standard Operating Procedure (SOP) annually to bring it in 
line with the updated requirements of SEBI/NSE. 
 

• Submit updated policy to the Exchange as part of annual compliance. 
 

Reference 
 
Reference: NSE Circular NSE/INVG/65921 dated December 31, 2024 – Clause 5.6.3.1 & 5.6.3.2 
 

Effective Date: [15.09.2025] 
 

Approved By: [Board of Director] 
 

Review Frequency: Annual or as required by regulatory changes 
 

Signed for and on behalf of 
 
FAIR INTERMEDIATE INVESTMENT PVT. LTD. 
 
 
(Compliance Officer) 
 
 

 
 

 
 
 


