Ref:SE/L/362/2010






      3rd August, 2010
N  O  T  I  C  E

TO ALL MEMBERS OF THE EXCHANGE ACTIVE ON THE SUBSIDIARY

1. Submission of half yearly Internal Audit Report by Stock Brokers 

As already informed, SEBI has issued circular No.MIRSD/DPS-III/Cir-26/08 dated August 22, 2008, wherein it had been directed that all stock brokers should get complete internal audit carried out by independent, practicing Chartered Accountant, Company Secretary or Cost and Management Accountants on a half yearly basis.   The scope of such audit shall cover, inter-alia, the existence, scope and efficiency of the internal control system, compliance of the provisions of SEBI Act. 1992, the Securities Contract Regulation Act 1956, the SEBI (Stock Brokers and Sub-Brokers) Regulations 1992, the ‘Know Your Client’ requirements etc. The requirements stand further confirmed by SEBI vide its circular No.SEBI/MIRSD/Master Cir-04/2010 dated 17.03.2010.   

The members are required to forward the Internal Audit Report with paragraph wise comments to the Stock Exchange within 3 months from the end of each half year period.  Accordingly, as on date the reports for the following half years have fallen due for submission.

(1) 1st October, 2008 to 31st March, 2009    – Due on 30th June 2009

(2) 1st April, 2009 to 30th September, 2009 – Due on 31st December 2009

(3) 1st October, 2009 to 31st March, 2010    – Due on 30th June 2010

SEBI has advised the Exchange to submit an action taken report on compliance of the above requirement.  In view of the mandatory stipulations as above, the Governing Board has decided to grant an extension of time till 30th September, 2010, for all compliances pertaining to the past periods.   

Stock Brokers active on the subsidiary, who have not submitted the Internal Audit Reports for the half year periods indicated above are requested to submit the same latest by 30th September, 2010.   Non-compliance will entail penalty of Rs.10/- per day of delay beginning 1st October, 2010 till 31st December, 2010.  Those who fail to submit the above mentioned three Internal Audit Reports by 31st December, 2010 will be liable to stringent action including suspension from trading in CSBL.
For the half years beginning April, 2010 a penalty of Rs.10/- per day of non-compliance will be levied  after the last date, which is three months from the end of the respective half year.  The penalty will apply till the due date of the succeeding half year report.   

The full text of the relevant circulars (circular1, circular2, circular3 and master circular), the scope of audit and the format of the audit reports are available on the Exchange’s website -www.cochinstockexchange.com.  You may contact the office of the Exchange for further clarifications, if required.

2. 100% inspection of books of accounts of brokers

The SEBI master circular No.SEBI/MIRSD/Master Cir-04/2010 dated 17.03.2010 has stipulated 100% inspection of the active sub--brokers as against 20% presently in vogue.   The Exchange will conduct the inspection through its panel of auditors and the audit fee will be debited from the members on an actual basis.  All members active on the subsidiary are requested to submit their books of accounts latest by 30th October, 2010, for the financial year ended on 31.03.2010.
For Cochin Stock Exchange Ltd,
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