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Standard Operating Procedure (SOP) 
 

A detailed draft SOP is provided in accordance with point 5.6.3 & 5.6.4 of the NSE 
Guidance Note:-SOP for detection of mule accounts and suspicious activity 
 
Objective 
 
This SOP establish a documented framework for identifying, monitoring, and preventing the misuse of trading 
accounts (mule accounts) for fraudulent or manipulative activities, in compliance with SEBI and exchange 
regulations. And To establish a structured reporting mechanism whereby any employee who becomes aware of 
fraud, market abuse, or suspicious trading activity will immediately escalate the matter to senior management for 
timely action. 
 

Purpose 
 

Monitoring client trading accounts and preventing misuse of funds/securities by third parties for illegal purposes 
(e.g., layering, market manipulation, pump-and-dump schemes, insider trading), and blocking any trades or 
transactions that do not match the client's profile, financial situation, or normal behaviour, or that indicate market 
abuse. 
 

Roles & Responsibilities 
 

Roles Responsibilities 
Dealers & Relationship Managers, 
Employees 

Report any unusual customer behaviour, suspected fraud/abuse 
immediately. 

On boarding Team Verify identity, address, PAN, bank account, and income proof. 
Compliance Officer Review promotions and report to the Principal Officer (PO) and senior 

management, and also to regulators if required. 
Principal Officer Suspicious Transaction Reporting Ensuring regulatory reporting to 

Exchange/FIU-IND, if applicable. 
Risk & Surveillance Officer First-level monitoring of alerts and send reports to the compliance 

officer. 
Senior Management / Apex Body Providing oversight and ensuring corrective action. 
 

1. Identification Mechanisms 
 

We reject the following cases: 
1. Mismatched or unverifiable documents.  
2. Sudden changes to KYC after on boarding (e.g., a new email address associated with multiple  
    Customers). 
3. Multiple accounts using the same mobile number, email address, bank account, or IP addres 

 

Identification Process 
 

a. Checking high turnover versus declared income/net worth 
b. Checking for unusual margin payments from third-party accounts 
    Employee identifies fraud/suspicious activity (through client interaction, trades, payments, system  
    alerts or whistle-blower input). 
c. High turnover vs declared income/net worth. 
d. Unusual margin payments from third-party accounts. 
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e. Monitoring for repeated payments/disbursements from unrelated parties 
f. Carrying out due diligence when dormant accounts are suddenly reactivated with high trading volumes 
g. Monitoring for accounts trading on opposite sides with connected clients 
h. Monitoring for excessive order placements and cancellations (potential spoofing). 

 
2. System Controls 
 
Automatic alerts are generated through our system for the following: 

 

1.   Similar IP/device usage between unrelated clients. 
2.   Unusual trading patterns (pump and dump, circular trading). 
3.   Frequent fund transfers that do not match the client's profile. 
4.   Exceeding client volume limits. 
5.   A client or group of clients trading in common scrips. 
6.   Trading in unsolicited stocks. 
7.   Day's receipts and payments. 
8.   Debarred PAN customers. 
09. Matching trades. 
10. Exceeding client volume limits. 
11. Income Range versus day's payments/receipts. 
12. Illiquid trades. 
13. Small Qty. Trade 
 

3. Investigation Process 
 

1. Alert Generation→ From surveillance system or manual review. 
2. Preliminary Review→ Verify facts (trade logs, KYC, call records). 
3. Client Contact (if required)→ Confirm legitimacy of trades/funds. 

 

4. Further Action & Immediate Intimation 
 

1. Employee must report the issue forthwith (same day) via: 
2. Compliance team logs the case in Suspicious Activity Register (SAR) with date, time, name, and   
    Description. 
3. Internal surveillance system (if alert-enabled). 
4. Written email to Compliance Officer (CO). 
5. Confidential whistle-blower channel (if anonymity required). 
6. If appropriate→ we close the case with the documents. 
7. If suspicious→ we report the matter to the Compliance Officer/Principal Officer. 
8. If required→	Principal	Ofϐicer	report	the	matter	to	the	Senior	Management. 
 

5. Regulatory Reporting: 
 

We report suspicious accounts/suspicious activity to the exchange within 48 hours of discovery. 
Where applicable, we file a Suspicious Transaction Report (STR) with FIU-IND. 
We maintain an audit trail of investigations, actions, and reporting. 

 

6. Employee Protection (Whistle-blower Policy) 
 

Employees are protected from retaliation for reporting information in good faith. 
Confidentiality is strictly respected. 
If employees fear repercussions, they may report anonymously. 

 

7. Preventive Measures We Take 
 

We monitor payments to third-party bank accounts. 
We monitor sudden increases in turnover/derivatives exposure. 
We block accounts where recurring suspicious alerts remain unresolved. 
We conduct surprise checks on dealers/APs handling such accounts. 
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8. Employee and AP Awareness 
 

We provide annual training to identify mule accounts. 
We disseminate red flag indicators (linked accounts, unusual fund flows, disproportionate trading). 
We check dealers/APs to certify on a quarterly basis that no mule accounts are intentionally supported. 

 

9. Examples of reportable activities: 
Fraud → Misappropriation of client funds, document forgery, impersonation. 
Market abuse → Insider trading, circular trading, pump and dump, spoofing. 
Suspicious activity → Dormant account reactivation, disproportionate turnover, unusual   
payments/disbursements, mule accounts. 

 

10. Documentation & Record Keeping 
 

We maintain a log of alerts, investigations, escalations and reports for at least 5 years.. 
 
 

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. 
 
 

This SOP ensures employees are legally and operationally bound to report fraud/suspicious 
activity immediately, aligning with Point 5.6.3 & 5.6.4. 
 
 
 
 

Effective Date: [06.01.2025] 
 

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) 
 
 

 
 

 
 
 


