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Scope of Internal Audit 

 

1.  Concurrent audit of Broking and DP Operations. 

Name of the audit Concurrent audit of Broking and DP Operations  

Period of Audit Daily Basis  

To be taken up On the following working day with accumulation not more than 7 Days 

Coverage (With out 

restricting Scope & 

statutory requirements) 

PART A – STOCK BROKING OPERATIONS 

 

1. Regulatory & Compliance Review 

• Compliance with SEBI (Stock Brokers) Regulations, 1992 

• Compliance with Exchange by-laws, circulars & operating instructions 

(NSE/BSE) 

• Verification of SEBI circulars implementation (latest and applicable) 

• Review of compliance officer role and reporting 

• Verification of periodical filings to SEBI/Exchanges 

• Review of Investor Grievance Redressal Mechanism (SCORES) 

 

2. Client On-boarding & KYC 

• Verification of: 

✓ KYC compliance as per SEBI & PMLA norms 

✓ CKYC upload and correctness 

✓ Risk profiling and client categorization 

✓ In-Person Verification (IPV) / Video IPV 

• Review of Client Agreement, Rights & Obligations 

• UCC creation and modifications 

• Review of Dormant / Inactive accounts 

 

3. Trading Operations 

• Review of order placement, execution and confirmation 

• Client order segregation and audit trail 

• RMS controls and margin collection compliance 

• Review of: 

✓ Proprietary vs Client trades 

✓ Suspicious trades / alert generation 

• Verification of trade confirmation (email/SMS) 

• Review of algo / internet trading controls (if applicable) 

 

4. Clearing & Settlement 

• Verification of settlement obligations 

• Pay-in / Pay-out processes 

• Compliance with SEBI margin framework 

• Review of: 

✓ Client funds segregation 

✓ Use of client collateral 

• Reconciliation of: 

✓ Exchange obligations 

✓ Bank & clearing accounts 

 

5. Funds & Securities Handling 

• Review of Client Bank Accounts 

• Compliance with running account authorization 

• Quarterly / monthly settlement of funds & securities 



• Verification of client ledger balances 

• Review of pledge / re-pledge mechanism 

• Handling of client collateral 

 

6. Risk Management & Surveillance 

• Review of RMS parameters and limits 

• Review of exposure breaches and actions taken 

• Surveillance alerts and reporting to exchanges 

• Review of short margin / peak margin penalties 

 

7. Financial & Accounting Review 

• Verification of: 

✓ Client ledger accounting 

✓ Brokerage computation 

✓ GST applicability and reporting 

• Review of expense controls 

• Verification of statutory payments 

 

8. IT Systems & Cyber Security 

• Review of trading software controls 

• Access rights and maker-checker controls 

• Data backup and disaster recovery 

• Cyber security and audit trail compliance 

 

PART B – DEPOSITORY PARTICIPANT (DP) OPERATIONS 

 

1. Regulatory Compliance – Depository 

• Compliance with: 

✓ SEBI (Depositories & Participants) Regulations, 2018 

✓ CDSL / NSDL Operating Instructions 

• Verification of periodic reporting to Depository 

• Review of inspection observations & rectifications 

 

2. DP Client Account Opening 

• Verification of: 

✓ BO account opening process 

✓ KYC, CKYC, Nominee registration 

✓ Power of Attorney (PoA) / DDPI 

• Review of modification / closure requests 

• Compliance with SMS / Email alerts 

 

3. Demat Operations 

• Review of: 

✓ Dematerialisation & Rematerialisation 

✓ Off-market and inter-depository transfers 

✓ Pledge / unpledged instructions 

• Verification of instruction slips / electronic instructions 

• Turnaround time compliance 

 

4. Corporate Actions 

• Review handling of: 

✓ Dividends 

✓ Bonus / Rights 

✓ Splits / Mergers 

• Credit to client accounts and reconciliation 



5. Reconciliation & Records 

• Daily reconciliation of: 

✓ Client securities balances 

✓ Depository statements 

• Review of shortages / excesses 

• Verification of records retention 

 

6. Investor Grievances – DP 

• Review of grievance handling mechanism 

• Timely resolution and reporting 

• Compliance with SEBI/Depository timelines 

 

PART C – COMMON & OVERARCHING AREAS 

 

1. PMLA & AML Compliance 

• Review of: 

✓ AML policy 

✓ STR / CTR reporting 

✓ Suspicious transaction monitoring 

• Periodic risk categorization of clients 

• Training & awareness programs 

 

2. Internal Control & Governance 

• Review of: 

✓ SOPs and process documentation 

✓ Delegation of authority 

✓ Segregation of duties 

• Review of board / audit committee reporting 

 

3. Follow-up of Previous Audit Observations 

• Verification of closure of: 

✓ Internal audit observations 

✓ Exchange / SEBI inspection findings 

• Effectiveness of corrective actions 

 

4. Audit Reporting 

• Submission of: 

✓ Internal Audit Report (Quarterly / Half-Yearly) 

✓ Risk-wise classification of observations 

• Reporting of critical / high-risk observations immediately 

• Management responses and action plan 

 

5. Certification & Declarations 

• Certification of compliance status 

• Confirmation of independence of auditor 

• Declaration of confidentiality 

Report of findings Then & There to the Service branch head for rectification of the same with 

accumulation not more than 10 Days 

Interim report On a monthly basis to President & Whole Time Director with copy to 1. Service Branch 

head, 2. Vice President & CFO and 3. Compliance Officer of the company with in 7 

days of the following month. 

Format of Interim report No format prescribed. However the report shall be  given under three Broad heads as 

under:  



1. Deviations/violations of the stipulated guidelines, non-compliance of statutory 

requirements, deficiencies/misconduct/negligence resulting in loss/ damage to the 

company etc. These are required to be included in the internal audit report in detail 

even if the same is rectified during the course of the audit. Continuing deviation/non 

compliance in respect of observations in the earlier reports shall be included in the 

report till the same is fully addressed.  

2. Affirmations/confirmations on the carrying out of functions stipulated. Wherever 

positive affirmations/confirmations could not be made, the details of deviations to 

be reported.  

3. Exception reporting  

Covering all areas as per coverage 

Discussion by the Internal 

Auditor 

With President & Whole Time Director on monthly basis in the presence of 1. Service 

Branch head, 2. Vice President & CFO and 3. Compliance Officer of the company 

within 10 days of the following month. 

Draft of the final Half 

yearly report to be 

submitted to 

Exchanges/NSDL/CDSL 

Within 20 days of completion of the half year to be discussed with President & Whole 

Time Director on monthly basis in the presence of Service Branch head, 2. Vice 

President & CFO and 3. Compliance Officer of the company. 

Final Report as per format 

prescribed by the 

Exchanges/NSDL/CDSL 

On a Half yearly basis to Exchanges with in 30 days of completion of the half year with 

copy to1. President & Whole Time Director, 2 Vice President & CFO, 3. Compliance 

Officer and 4. Service Branch Head of the company. The service branch Head shall 

submit replies/action taken on the various observations in the report to the 

Exchanges/NSDL/CDSL with in 7 days of receipt of the report(after getting the 

approval for the replies from the President & Whole Time Director) 

Placing before the Audit 

Committee. 

The monthly  interim report with replies/action taken on the various observations in the 

report shall be placed before the Audit committee .The half yearly report with 

replies/action taken on the various observations in the report shall be placed before the 

Audit committee 

 

2.  Concurrent audit of investment transaction and half-yearly report on Review of 

Investment Policy Compliance. 

 

Name of the audit Concurrent audit of investment transaction and half-yearly compliance report 

Period of Audit On a weekly  Basis  

To be taken up On the following week with accumulation not more than 2 weeks. 

Coverage(With out 

restricting Scope & 

statutory requirements) 

1. It shall cover investment transactions including proprietary trading. 

2. Purchase & sale of securities 

3. Corporate actions 

4. Accounting of investments & income. 

5. Market value & provisioning requirements 

6. Physical verification of holdings 

7. Compliance with policy guidelines & regulatory requirements. 

Report of findings Then & There to the officer  in charge of Investment operations  for rectification of the 

same with accumulation not more than 3 weeks 

Monthly report On a monthly basis to President & Whole Time Director with copy to 1. Officer in charge 

of Investment operations 2. Vice President & CFO and 3. Compliance Officer of the 

company with in 7 days of the following month. 

Format of Interim report No format prescribed. However, the report shall be given under three Broad heads as 

under:  

1 Deviations/violations of the stipulated guidelines, non-compliance of statutory 

requirements, deficiencies/misconduct/negligence resulting in loss/ damage to the 

company etc. These are required to be included in the internal audit report in detail 

even if the same is rectified during the course of the audit. Continuing deviation/non 



compliance in respect of observations in the earlier reports shall be included in the 

report till the same is fully addressed. 

2 Affirmations/confirmations on the carrying out of functions stipulated. Wherever, 

positive affirmations/confirmations could not be made, the details of deviations to 

be reported.  

3 Exception reporting  

Covering all areas as per coverage 

Discussion by the Internal 

Auditor 

With President & Whole Time Director on monthly basis in the presence of 1.Officer in 

charge of Investment operations, 2. Vice President & CFO and 3. Compliance Officer of 

the company with in 10 days of the following month. 

Half-yearly report on 

Review of Investment 

Policy Compliance.  

On a Half yearly basis to Audit Committee with in 10 days of completion of the half year 

with copy to1. President & Whole Time Director, 2. Vice President & CFO and 3. 

Compliance Officer of the company.  

Placing before the Audit 

Committee. 

The monthly report with replies/action taken on the various observations in the report 

shall be placed before the Audit committee. The half yearly report with replies/action 

taken on the various observations in the report shall be placed before the Audit committee 

& submitted to RBI. 

 

3. Concurrent audit of general transaction including fund-based exposures 

 

Name of the audit . Concurrent audit of general transaction including fund-based exposures 

Period of Audit On a weekly basis  

To be taken up On the following week with accumulation not more than 2 weeks. 

Coverage (With out 

restricting Scope & 

statutory requirements) 

General 

1 Physical verification of petty cash and stamps on hand. 

2 Verification of cash transactions (both receipts and payments vouchers and 

examination of all other transactions (journal vouchers/entries) 

3 Examination of receipts and payments through bank and vouching of transactions, 

checking of bank reconciliation statements (furnishing list of items not vouched for 

a long time, say more than 2 months) etc., 

4 Examination of other administrative activities like 

a) Payment of salaries, other allowances and perquisites to staff. 

b) Deduction of tax at source and its remittance into Government account. 

c) Filing of monthly GST returns along with payments made 

d) Reconciliation of subsidiary ledgers with control a/cs. 

e) Insurance of fixed assets of the branch. 

f) Scrutiny of ledgers etc. – covering among other things, stale cheques, amounts 

receivable under various heads, etc. 

g) Verification of loans and advances to staff. 

5 Physical verification of fixed assets, depreciation charges and accounting of profit/ 

Loss on sale/disposal  

6 Computers / UPS – covering upkeep and maintenance, power, back up data, 

administration and operation, protection from virus, maintenance contract etc. 

7 System Audit including licensing requirements 

8 Verification of notices received from Income Tax and GST authorities and the action 

on the same by the Company. 

Report of findings Then & There to the officers concerned for rectification of the same with accumulation 

not more than 3 weeks 

Quarterly Report On a Quarterly basis to Audit Committee within 10 days of completion of the half year 

with copy to1. President & Whole Time Director, 2. Vice President & CFO and 3. 

Compliance Officer of the company. 

Discussion by the Internal 

Auditor 

With President & Whole Time Director on quarterly basis in the presence of 1.Officers 

concerned, 2. Vice President & CFO and 3. Compliance Officer of the company with in 

10 days of the following month. 



Format of Interim report No format prescribed. However, the report shall be given under three Broad heads as 

under:  

1. Deviations/violations of the stipulated guidelines, non-compliance of statutory 

requirements, deficiencies/misconduct/negligence resulting in loss/ damage to the 

company etc. These are required to be included in the internal audit report in detail 

even if the same is rectified during the course of the audit. Continuing deviation/non 

compliance in respect of observations in the earlier reports shall be included in the 

report till the same is fully addressed. 

2. Affirmations/confirmations on the carrying out of functions stipulated .Wherever 

positive affirmations/confirmations could not be made, the details of deviations to be 

reported.  

3. Exception reporting  

Covering all areas as per coverage 

Placing before the Audit 

Committee. 

The report with replies/action taken on the various observations in the report shall be 

placed before the Audit committee. 

 

4. Annual Audit of Research Operation 

 

Name of the audit Annual Research Analysts Audit 

Period of Audit Annually  

To be taken up On the following week with accumulation not more than 2 weeks. 

Coverage(Without 

restricting Scope & 

statutory requirements) 

In respect of compliance with SEBI Research Analysts Regulation, 2014 and 

subsequent amendments 

Format of Interim report No format prescribed. However, the report shall be given under three Broad heads as 

under:  

1. Deviations/violations of the stipulated SEBI guidelines, non-compliance of 

statutory requirements, deficiencies/misconduct/negligence resulting in loss/ 

damage to the company etc. These are required to be included in the internal audit 

report in detail even if the same is rectified during the course of the audit. 

Continuing deviation/non compliance in respect of observations in the earlier 

reports shall be included in the report till the same is fully addressed.  

2. Affirmations/confirmations on the carrying out of functions stipulated .Wherever 

positive affirmations/confirmations could not be made, the details of deviations to 

be reported.  

3. Exception reporting  

Covering all areas as per coverage 

Draft of the Annual Report Within 20 days of completion of the year to be discussed with President & Whole Time 

Director in the presence of 1.Head of Research Analyst, 2. Vice President & CFO and 

3. Compliance Officer of the company.   

Final Report  On yearly basis to President & Whole Time Director within 30 days of completion of 

the year with copy to 1. Head of Research Analyst 2. Vice President & CFO and 3. 

Compliance Officer of the company. 

 

 


