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Date- May 27, 2025

To,

GKN Securities

F-10 Premises CHS,
Vaishali Juhu SH,

Plot No-5, JVPD Scheme,
Mumbai-400056

Subject - Trade Annulment Review Request dated March 05, 2025
Respected Sir/ Madam,

This is in continuation with the Exchange letter dated April 02, 2025 with respect to your Trade
Annulment Review Request dated March 05, 2025.

In line with Bye-Law 5 (Chapter VII) issued by the National Stock Exchange of India Limited
read with the rules and regulations iterated under the circulars on trade annulment, your Trade
Annulment Review Request dated March 05, 2025, was placed before the Regulatory
Oversight Committee in its meeting dated March 28, 2025, April 15, 2025 and May 23, 2025.

Please find enclosed the decision of the Regulatory Oversight Committee in line with the
process laid down under the SEBI Circular dated July 16, 2015, read with NSE Circular dated
October 12, 2015.

Yours faithfully,
Sd/-
Dnyansagar Gadgil

Associate Vice President
National Stock Exchange of India Limited
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IN THE MATTER OF TRADE ANNULMENT REVIEW REQUEST OF GKN SECURITIES
FOR THE TRADES ON MARCH 05, 2025 IN EQUITY STOCK CALL OPTION CONTRACT WITH
UNDERLYING IDEA (VODAFONE IDEA LIMITED) (STRIKE PRICE OF RS.9, EXPIRING ON

MARCH 27, 2025)

CORAM:

Mr. Ravindran S Chairman

Prof. S Sudarshan Committee Member
Justice (Retd.) Smt. Abhilasha Kumari Committee Member

Prof. (Dr.) Mamata Biswal Committee Member

Mr. Ramabhadran Thirumalai Committee Member (IEP)

(Decision of the Regulatory Oversight Committee (“Committee”) — meeting dated May 23,

2025, under Bye Law 5 of Chapter VIl of the Byelaws of NSE)

1. Background:

1.1.

1.2.

1.3.

1.4.

On March 05, 2025, the Exchange observed a significant rise in the opening traded price
of an Equity Call Option contract with the underlying scrip IDEA (Strike Price of Rs.9.00,
Expiring on March 27, 2025). The opening traded price was Rs.10 as compared with
previous day’s close traded price of Rs.0.15. It was also noted that there was no
corresponding movement in underlying price of IDEA in Cash segment at market open i.e.
at 09:15:00.

Upon detailed verification of the trade and order logs, the Exchange observed that on March
05, 2025, M/s. OPG Estate Private Limited (“the Client”), trading through Trading Member,
GKN Securities (Code:13385) (“Trading Member”/ “Applicant”) placed three algo orders
through CTCL terminal, to buy the “9 IDEA 27-Mar-2025 Expiry call options” with a limit price
of Rs.10.00 and quantity of 16,00,000 for each order at 09:15:00 where the previous close
price of the contract was Rs.0.15.

Further, based on the information available with the Exchange, it appears that client M/s.
OPG Estate Private Limited and Trading Member GKN Securities are apparently related to
each other based on common directors/partners.

Entity Name Designation
Rahul Gupta Director
OPG Estate Private | Sonali Gupta Director
Limited OM Prakash Gupta Director
Sanjay Gupta Director
OM Prakash Gupta Partner
GKN Securities Rahul Gupta Partner
Sonali Gupta Partner

These buy orders, which were placed at far-away prices i.e. at Rs.10.00 when compared
with the last traded price / reference price / theoretical price, remained passive and
unexecuted at the time of order entry as there were no matchable sell orders present at that
point in time. However, within the same second (between 09:15:00 to 09:15:01) multiple sell
orders were placed by two clients from two counterparty members at Rs.0.15, resulting in
trades at a trading price of Rs.10.00.
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1.5. Exchange further observed that the traded prices of the contract in immediately preceding
and succeeding days were within a range. The only exception was the trade executed as a
result of the orders of the Applicant. The open, high, low, close traded prices of the contract
with number of contracts traded and open interest are given in the following table:

Date Open High Low | Close No. of Open
Price Price Price | Price | contracts Interest
25-Feb-25 0.35 0.35 0.20 0.25 1965 69720000

27-Feb-25 0.25 0.30 0.20 | 0.25 3208 80400000
28-Feb-25 0.25 0.25 0.15 | 0.20 5050 91560000
3-Mar-25 0.20 0.20 0.10 | 0.15 2044 111160000

4-Mar-25 0.15 0.15 0.10 | 0.15 144 110840000
5-Mar-25 10.00 10.00 | 0.10 | 0.15 3472 169200000
6-Mar-25 0.20 0.20 0.10 | 0.15 1986 177760000
7-Mar-25 0.15 0.15 0.05 | 0.10 2030 223640000
10-Mar-25 0.10 0.10 0.05 | 0.05 1709 244480000
11-Mar-25 0.05 0.05 0.05 | 0.05 301 244680000
12-Mar-25 0.05 0.05 0.05 | 0.05 120 245960000

1.6. Further the traded prices of the underlying stock IDEA also did not show significant volatility
as shown in the below table:

Date Open High Low Close |Previous No. of

Price Price Price Price Close trades
25-Feb-25 7.90 8.04 7.88 7.91 7.92 1,50,477
27-Feb-25 7.99 8.03 7.74 7.80 7.91 1,63,036
28-Feb-25 7.75 7.77 7.49 7.55 7.80 1,74,714
03-Mar-25 7.59 7.73 7.16 7.46 7.55 1,62,347
04-Mar-25 7.39 7.64 7.29 7.43 7.46 1,37,668
05-Mar-25 7.43 7.92 7.43 7.86 7.43 1,45,341
06-Mar-25 8.00 8.04 7.70 7.73 7.86 1,27,584
07-Mar-25 7.71 7.78 7.51 7.55 7.73 1,57,885

1.7. Trading activity of the Client (OPG Estate) through the Applicant (GKN Securities) in the
said contract in the last 15 trading days prior to the event, i.e. between February 12, 2025
to March 05, 2025 is as follows. It is observed that the client has traded on other days in the
contract at a traded price less than Rs. 1.00.

Brought | Brought Car Car
Trade Forwgrd Forwgrd DBal}/ys Days Sell ib’; As\sg forwzd forw?r,d
Date Long Shor_t Quantity Quantity Price | Price Long Shor_t
Quantity | Quantity Quantity | Quantity
12-Feb-25 0 0 40,000 40,000 0.70 0.70 0 0
25-Feb-25 0 0 | 13,20,000 | 12,00,000 0.25 0.25 1,20,000 0
27-Feb-25 1,20,000 0 0 1,20,000 0.25 0 0
28-Feb-25 0 0 | 75,60,000 | 75,60,000 0.19 0.20 0 0
03-Mar-25 0 0 | 48,00,000 | 10,00,000 0.10 0.15 | 38,00,000 0
04-Mar-25 | 38,00,000 0 1,20,000 | 39,20,000 0.10 0.15 0 0
05-Mar-25 0 0 | 48,00,000 0 10.00 48,00,000 0
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1.8.

1.9.

On analyzing the order log details of the client M/s. OPG Estate Private Limited, it was
observed that on March 05, 2025, the 10 buy orders for the client were entered using CTCL
(computer to computer link) Algo terminal of the trading member with 2 different user ids
between 09:15:00 to 09:15:01. Details are as below:

(_I)?':Zr Buy Order No Bcb;)r,i;rrncalfr puy Order | Buy order NNF AZ‘(‘,VI g Doster
ime Volume User Id
09:15:00 | 2300000000005900 | 16,00,000 0.10 | 400056007152000 | 48982 | 24815
09:15:00 | 2300000000005948* | 16,00,000 | 10.00 | 400056007152000 | 48982 | 24816
09:15:00 | 2300000000005968* | 16,00,000 | 10.00 | 400056007152000 | 48982 | 24816
09:15:00 | 2300000000006000* | 16,00,000 | 10.00 | 400056007152000 | 48982 | 24816
09:15:00 | 2300000000006056 | 16,00,000 0.10 | 400056007152000 | 48982 | 24815
09:15:00 | 2300000000006226 | 16,00,000 0.10 | 400056007152000 | 48982 | 24815
09:15:00 | 2300000000006292 | 16,00,000 0.10 | 400056007152000 | 48982 | 24815
09:15:00 | 2300000000006335 | 16,00,000 0.10 | 400056007152000 | 48982 | 24815
09:15:00 | 2300000000006340 | 16,00,000 0.10 | 400056007152000 | 48982 | 24815
09:15:00 | 2300000000006345 | 16,00,000 0.10 | 400056007152000 | 48982 | 24815

* Buy orders for with trade cancellation was applied for

From the above table it was observed that 3 buy orders, out of the above 10 buy orders
were placed by a dealer id “24816” at Rs.10.00 and the rest 7 buy orders were placed by a
dealer id “24815” at Rs.0.10. It is to note that only three orders placed by the dealer “24816”
were converted into the trades and the rest orders were cancelled by the Client
subsequently. As per the records with the Exchange, the 12-digit id “400056007152” is
reported under NEAT id “37003” by the member and the user id’s 37003 is ULC mapped
with id’s 24815 and 24816 for FO segment.

. It is pertinent to note that between 09:15:00 and 09:15:01, 2 dealer IDs i.e. “24815” &

“24816” using same algo id i.e. “48982” and same CTCL ID “400056007152000”, placed
multiple buy orders with limit prices of Rs.0.10 and Rs.10.00. Further as mentioned by the
trading member through email dated March 05, 2025 at 10:42:35, it was understood that the
broker inadvertently entered the price of Rs.10.00 instead of Rs.0.10.

. NSE circular NSE/FAOP/61814 dated April 29, 2024, provides a reference to the Operating

Range and the LPP range within which Exchange trading system allows orders to be placed.

1.11.1. Operating Price Ranges (OPR) of contracts for Options Contracts: The Exchange
has introduced contract specific price ranges based on the delta of the options
contract, using underlying previous close price and volatility, subject to a minimum
price range which would be applicable for all contracts. The Exchange computes
price range for each options contract using the above-mentioned method on a daily
basis. The price range so computed shall be applicable for the next trading day.
Members can view the daily price range for the options contracts on NEATPIus front
end upon double clicking / key (Shift+F8), the options contract on Market Watch
screen after uploading the latest contract.ixt file. The price range may be flexed
during the day, at the discretion of Exchange, considering the various factors viz.
variation in the underlying price, contract price, volatility, interest rate, etc. Limit
Price Protection (LPP) range on both the sides of the reference price for Stock
Options contracts would be as under:
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Instruments Ez;‘erence Price ('nAbsqute % of Reference Price
OPTIDX and <=50 +/-20 -
OPTSTK >50 - +/-40%

1.11.2. Based on the methodology, which is defined in the above-mentioned circulars, the
price range at 09:15:00 on March 05, 2025 was between Rs.0.05 to Rs.20.15.
Hence, the buy orders placed with a limit price of Rs.10 were accepted.

2. Regulatory Framework: Annulment of Trades

Since the Trading Member has requested for Trade Annulment and Trade Annulment review
request, relevant extracts are produced below of SEBI circulars, NSE bye-laws and circulars.

2.1.

2.2.

SEBI Circular on Annulment of Trades dated (SEBI Circular CIR/MRD/DP/15/2015 dated
July 16, 2015) (“SEBI July Circular”)

“2. In order to bring about uniformity and transparency in the process of trade annulment, a
discussion paper was placed on SEBI’s website to seek views and suggestions of the public.
Taking into consideration inputs received during the discussion process, it has been decided
that stock exchanges shall be guided by the following provisions with regard to the
mechanism for annulment (or by whatever named called of trade(s) resulting from material
mistake or erroneous orders:

2.1. Examination of trade(s) for annulment may be taken up either Suo-moto by stock
exchange or upon receipt of request from a stock broker. Stock exchanges shall define
suitable criteria so as to discourage frivolous trade annulment requests from the stock
brokers.

2.3. Stock brokers shall submit such request to the stock exchange within 30 minutes from
execution of trade(s) which is sought to be annulled. However, stock exchange may
consider requests received after 30 minutes, but no longer than 60 minutes, only in
exceptional cases and after examining and recording reasons for such consideration.”

NSE Bye-laws on Trade Annulment

2.2.1. Asathumb-rule, trades executed on stock exchanges are inviolable to preserve the
sanctity of trading on the exchanges. That said, there are a few exceptional cases,
where the Exchange reserves the powers to annul trades. These powers primarily
emanate from Chapter VII, Clause 5 of the Exchange’s bye-laws (“Bye Laws”) and
read as follows:

“(a) All the dealings in securities on the Exchange made subject to the Bye Laws,
Rules and Regulations of the Exchange shall be in-violable and shall be cleared and
settled in accordance with the Bye Laws, Rules and Regulations of the Exchange.
However, the Exchange may by a notice annul the deal(s) on an application by a
Trading Member in that behalf, if the relevant authority is satisfied after hearing the
other part y/parties to the deal(s) that the deal(s) is/are fit for annulment on account
of fraud or willful misrepresentation or material mistake in the trade.

(b) Notwithstanding anything contained in clause (a) above, the Exchange may, to
protect the interest of investors in securities and for proper regulation of the
securities market, Suo motu annul deal(s) at any time if the relevant authority is
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satisfied for reasons to be recorded in writing that such deal(s) is/are vitiated by
fraud, material mistake, misrepresentation or market or price manipulation and the
like.

(c) Any annulment made pursuant to clauses (a) and (b) above, shall be final and
binding upon the parties to trade(s). In such an event, the trading member shall be
entitled to cancel the relevant contracts with its constituents.”

2.3. NSE’s Policy on Trade Annulment (NSE Circular NSE/FAOP/30738 dated September 11,

Pursuant to the SEBI July Circular, the Exchange issued a subsequent circular on
annulment of trades dated September 11, 2015 (“NSE Circular”), which stipulates
that the trades for which annulment is requested shall have to fulfil the condition
listed below to be taken up for further processing.

In line with the SEBI July Circular above, trade annulment requests should be
submitted to the Exchange within 30 minutes of the execution of trade.

The trading member is required to satisfy certain conditions before placing an order
for annulment of trades such as complying with the risk management measures,
placing orders within placement limits through qualified dealers and having
adequate margins. It should be satisfied that it has taken adequate precautions
such as defining order quantity limit order value limit and all the risk management
measures as provided by the Exchange from time to time and that such orders have
been filtered per the risk management principles of the member.

Annulment request can only be made through an electronic mechanism on the
Exchange platform. Other modes may be permitted only in exceptional cases.

If the counterparty member does not intimate his consent within 30 minutes of
market closure or within 30 minutes from time of trade annulment requests
whichever is later, it will be deemed that the counterparty member does not consent
to the request for annulment.

Trade annulment requests should be placed only by the executing trading member.

A trade annulment request can only be made for an order of a minimum value of
Rs 10 Crores (premium value in case of options contracts shall be considered).

Minimum trade value of trades originating from a single order for which annulment
request is made should be Rs. 10 lakhs or above (premium value in case of options
contracts shall be considered).

The trades in question are not within the price bands / operating range / trade
execution range applicable at the time of trade.

Trades for which annulment requests are submitted should have been executed in
the continuous session (Normal market).

Trades have not been executed with the same PAN number on both the buying and
selling side.
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2.4. On May 27, 2020, the Exchange issued a consolidated circular for various policy and
operational matters (“Consolidated Circular” - NSE circular NSE/FAOP/61814 dated April
29, 2024) which, inter alia, requires the following:

2.4.1. The trading system of the Exchange provides a facility to a member to initiate a
trade annulment request in electronic form whereupon the member on the other
side of the trade would receive the details of the trade annulment request
anonymously.

2.4.2. The member has to file the annulment request electronically only on the trading
system provided by the Exchange.

2.4.3. The Exchange will then electronically disseminate the request on trading system to
all concerned counter party trading members to the trade(s) for which annulment is
sought.

2.4.4. Considering the strict timelines, the Exchange must not accept any request in any
form or any other mode other than the screen based electronic mechanism provided
by the Exchange. However, the Exchange may permit filing of request in any other
mode in exceptional cases.

2.4.5. Counterparty trading member who accepts the request has to respond to the trading
system intimating their consent to annul the trade.

2.4.6. The Exchange may seek additional information from such members for further
scrutiny, if found necessary.

2.4.7. The Exchange may require the trading members to submit additional information
such as reason to request for trade annulment, whether similar trade annulment
requests have been submitted simultaneously to other exchange etc. in electronic
form, through ENIT.

2.5. Trade Annulment Review Request (NSE Circular NSE/INVG/30931 dated October 12, 2015
read with SEBI Circular CIR/MRD/DP/15/2015 dated July 16, 2015) directives from SEBI
and NSE

2.5.1. Vide the TARR Circular, the Exchange has, inter alia, outlined the following process
to consider a trade annulment review request:

2.5.1.1. Once a stock exchange issues its decision on a trade annulment request
received from a trading member, the trading member may request a
review of such decision.

2.5.1.2. The Trade Annulment Review Request must be filed at least 3 hours prior
to the pay-out deadline. The Exchange requires review requests in
relation to trades executed on the F&O segment to be submitted by Trade
Date + 1 by 8:30 am.
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3. Chronology of events with respect to Trade Annulment request and Trade Annulment
review request made by the Trading Member.

3.1

3.2.

3.3.

Exchange had sent an email on Mar 5, 2025 at 10:46 AM to Applicant indicating that the
impugned orders have emanated from Algo Terminal and asked the TM to check and
confirm if this is a case of any dysfunctional Algo w.r.t. NSE Circular No. NSE/CMTR/21793
dated September 28, 2012 regarding “Trading through Decision Support Tools/Algorithms”.
Applicant was further requested to submit explanation, in writing, along with documentary
evidence.

The Applicant responded back in email from (Rahul Gupta gknsecurities@gmail.com) on
Mar 5, 2025 at 10:47 AM, stating that “these are erroneous trade for which we have already
placed trade annulment and trade cancellation request”.

The request for trade annulment was received from the Applicant on March 05, 2025 at
09:46 am and the same was rejected by the Exchange as all the following conditions were
not met.

Sr Criteria Conditions
No Full filled

Trade annulment requests should be placed only by the executing
trading members (buyer /seller) who have executed the trade(s) to be
1 annulled. Trade annulment requests placed by third parties viz. | Yes
Clearing Member / trading member other than executing trading
members, shall not be accepted for processing.

Trade annulment requests should be submitted to the Exchange

within 30 minutes of the execution of trade. No

A trade annulment request can only be made for an order of a

minimum value of Rs 10 Crores. No

Minimum trade value of trade(s) originating from a single order for

which annulment request is made should be Rs. 10 lakhs or above. Yes

The trade(s) in question are not within the price bands / operating

range / trade execution range applicable at the time of trade. No

Trade(s) for which annulment requests are submitted should have

. . . Yes
been executed in the continuous session Normal market)

Trade(s) have not been executed in Block deal session (BL)and QFI

trades (1Q). Yes

Trade(s) have not been executed with the same PAN number on both

the buying and selling side. Yes

Counterparty trading member should have provided acceptance to
trade annulment in electronic form within 30 minutes after the market
closure or within 30 minutes from time of trade annulment requests
whichever is later. If the counterparty member does not intimate his
consent within 30 minutes of market closure or within 30 minutes from
time of trade annulment requests whichever is later, it will be deemed
that the counterparty member does not consent to the request for
annulment.

No

The executing member and the member on the other side of the said

10 trade for a trade annulment request is not the same.

Yes
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The applicant again sent an email on March 05, 2025 at 2:45 PM to Exchange id
<tarr@nse.co.in>, that “they are seeking the review of trade annulment dated 05-03-2025
in NSE F&O segment”. The above trade annulment review request had the following details

1. Trade and Order Placement details for the trades for which TARR are placed.

I'rading | Order No Dealer | Dealer Location Order Order Value
Member| Name | Certificat | from Value limits | limits
Code ion which the applicable applicable to
Number order | to the | branch
(NISM) § were dealer
placed
1) 2300000000006000 F-10 Vaishali In Lacs
13385 RAHUL | 2200325718 | Shopping Value - 20,000
2) 2300000000005968 | GUPTA Centre, VM Lacs Buy Value Limit
Road, IVFD, 99,99,90,90,009
1) 2300000000005948 Mumbai - ity -
400049 24.00,001 Sell Value Limit
99.99,99,99.999

2. Grounds for secking review.

A) Single trade value (Premium value) is greater than 10 Lacs
B) Day price range had unreasonable DPR range
C) Causing extreme loss to Member

3.5.

The applicant again sent an email on March 17, 2025 at 6:43 PM responding to the queries
raised by the Exchange and stating the following:

3.5.1.

3.5.2.

3.5.3.

3.5.4.

3.5.5.

Registration Date of the Algo ID — 48982 was 19-Apr-2024
Strategy Type: GKN-TRIMMED_DC-TBT_Multicast-Linux-FO-v2.0.0

In-house algorithmic trading software, utilized by OPG Estate Private Limited,
recently encountered an incident resulting from a confluence of user error and a
system-level oversight in price protection.

During an order price data upload via file, a user inadvertently introduced a
typographical error for the "IDEA 9 CE Buy Option," entering a price of ¥10 instead
of the intended %0.10. Meanwhile, the user correctly inputted prices for the "IDEA
10 CE Sell" and "IDEA 10 CE Buy" options at %0.10 and 0.05, respectively. This
typographical error led the algorithmic trading software to transmit an incorrect
order to the exchange. In absence of LTP our RMS was designed to fallback to LPP
provided by the exchange. As the LPP was set to DPR at 0.05 — 20.35 our order of
10.00 as accepted by the RMS.

Compounding this issue was a system-level oversight in the price protection
mechanism. The algorithmic trading software, triggered by a user file, submitted
orders through the backend server. As there was no Last Traded Price (LTP) on
the instrument in the exchange, the system executed the order at the price
requested by the user without being flagged or rejected by our RMS. Notably, if an
LTP had been present, the RMS would have rejected the order.
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3.5.6. Upon identifying this issue, development team promptly initiated corrective actions.
The backend server application responsible for price protection has been enhanced
by incorporating an internal Dynamic Price Range (DPR) threshold that remains
stricter than the exchange DPR threshold.

3.5.7. Additionally, we conducted a comprehensive review of our margin validation
procedures. Previously, margin checks were only performed on confirmed orders;
we have now modified the system to block margins on any order packet sent to the
exchange.

3.5.8. To prevent the recurrence of similar incidents, we have strengthened our risk
evaluation mechanisms, incorporating new margin checks and DPR validations
before order execution. These enhancements ensure a more robust risk
management framework, minimizing the possibility of erroneous trades due to
manual input errors or system oversights.

4. Proceedings of Committee Meeting (Regulatory Oversight Committee) dated March 28,

2025.

41.

4.2.

4.3.

4.4.

The review application by the Applicant for annulment of Trades (“Application”) along with
the various details/responses provide by Applicant pursuant to the clarification sought by
Exchange was placed before the Committee, for the purpose of considering the Application
in terms of Byelaw 5 of the NSE Byelaws, read with applicable circulars, rules and
regulations.

In line with principles of natural justice, the Committee provided an opportunity of personal
hearing to the Applicant on March 28, 2025.

However, the Applicant sought an adjournment in the matter and requested to reschedule
the meeting to a later date.

In light of the adjournment request by the Applicant, the Committee recommended the
Exchange to reschedule the matter to a future convenient date.

5. Proceedings of Committee Meeting (Regulatory Oversight Committee) dated April 15, 2025.

5.1.

5.2.

5.3.

5.4.

Based on the adjournment request on March 28, 2025 this matter was again placed in ROC
meeting dated April 15, 2025. One of the Partners of Trading Member GKN Securities along
with their legal representatives have attended the personal hearing. In their submissions
during the meeting, the following points were highlighted:

The trades of Rs. 4.80 Crore got executed although the available margin was Rs. 2.20 cr.
Further it was pointed out that as soon as the margin utilization reached 90%, the risk
reduction mode should have been activated.

Further it was stated that the trades which were executed, beyond Rs. 2.20 Crores (i.e. after
utilization of their margin available with the NSE Clearing) shall be annulled.

The case of Emkay Global w.r.t margin requirement was quoted. It was further stated that
the orders entered beyond margin requirements were considered null and void.
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5.6.

5.7.

5.8.

5.9.

6.1.

6.2.

.
5.5.

The Applicant subsequently stated that in option contracts where reference price is less than
Rs 50, Rs. 20 is too big a range for cases.

The Applicant stated that the orders were entered into by their employee Mr. Jayesh, who
has used Mr. Rahul Gupta's login credentials. Further it was also mentioned that Mr. Jayesh
has been working with them for last 10 years. It was a common practice in their firm where
Mr. Jayesh would use Mr. Rahul Gupta’s computer and login credentials to punch orders,
post his permission. Mr. Jayesh is now absconding. The Applicant has filled in a Police
Complaint against Mr. Jayesh.

The Applicant and its representatives requested the Committee to provide an opportunity to
submit additional documents/submissions in the said matter within 10 days.

The Committee acceded to the request of the Applicant and decided that the matter will be
considered as an ongoing hearing in the said matter.

The Committee deliberated that the said matter must be guided by the current
SEBI/Exchange provisions applicable as on the date of the said trades.

6. Subsequent submission by the Applicant on May 05, 2025 with a letter dated May 02, 2025:

The Applicant submitted the response via email dated May 05, 2025 with a letter dated May
02, 2025, which is reproduced below:

Impugned Trades executed in breach of margin requirements:

6.2.1. At the time of the Impugned Trades, we had a margin of approx. Rs 2.20 crores.
Each trade was executed at a value of Rs. 80 lakhs and there were a total of six
trades. Therefore, if at all, only the first two trades could have been executed. The
balance four trades for Rs 2.6 crores ought not to have been executed. Instead, the
risk management system of NSE ought to have placed GKN in Risk Reduction
Mode when we reached 90% of margin utilization.

6.2.2. In our discussions with NSE and at time of personal hearing, we understand that
there may be some lag in communication between the clearing corporation
(NSCCL) and NSE's systems. However, the lag between the first trade executed at
9:46:28 and the last trade executed at 9:47:00AM i.e. a gap of 32 seconds.

6.2.3. The Applicant quoted SEBI Circular dated December 13, 2012 on "Pre-Trade Risk
Controls" where it was stated that,

"Stock exchanges shall ensure that the stock brokers are mandatorily put in risk-
reduction mode when 90% of the stock broker's collateral available for adjustment
against margins gets utilized on account of trades that fall under a margin system.

6.2.4. Therefore, once 90% of the margins are reached, the broker must "mandatorily" be
put in risk reduction mode and no further orders can be executed. Therefore, in the
present case, after the first two trades were executed, the last four trades should
have been rejected by NSE's system.
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Further it was mentioned that the Trades executed in violation of margin
requirements also attracts penalties and suspensions on trading, underscoring the
mandatory nature of the prohibition. The Hon'ble Supreme Court, in Manilal Khetan
vs. Kedar Nath Khetan AIR 1977 SC 536, has held that an act in furtherance of an
agreement, if unlawful (even if it only attracts a penalty and is not prohibition),
renders the agreement void. Thus, a margin non-compliant trade would be void,
since a suspension or monetary penalty is attached to such a violation.

While trades are ordinarily inviolable, trades executed in breach of margin
requirements are a nullity. In Grishma Securities vs. SEBI (Appeal No.151 of 2013,
Order dated October 28, 2013), the Hon'ble SAT ruled that:-

“Margin money is a pre-requisite and the requirements laid down by SEBI from time
to time in this regard are mandatory and not merely directory which can be flouted
by a member as per his own subjective decision. Any transaction carried out by a
member or a stock exchange without due regard to such margin requirement is
liable to be interfered and struck down if found unjustified in the facts and
circumstances of a given case.”

Similarly, in Emkay Global Financial Services Limited v NSE & Ors. (Appeal No. 64
of 2013, Order dated August 26, 2014), the Hon'ble Tribunal has underscored the
importance of margin requirements and remanded the matter to NSE to consider
whether trades executed in violation of margin requirements ought to be annulled.
The Hon'ble SAT held that:-

“42. We make it clear that whether in the fact of present case, it would be just and
proper to annul all or some of the trades executed by and between appellant and
respondent nos:2 and 3 or is it proper to take steps for expulsion or suspension or
withdrawal of all or any of the membership rights of respondent nos. 2 and 3 is a
question to be decided by NSE after hearing both parties viz. appellant and
Respondent Nos 2 and 3.”

In fact, NSE's Circular (NSE/FAOP/30738) dated September 11, 2015, empowers
NSE to annul trades Suo-moto. The Circular reads as follows:-

“Members may note that pursuant to Bye/aw 5 of chapter VIl of the Byelaws, the
Exchange may, to protect the interest of investors in securities market and for
proper regulation of the securities market, suo motu annul trades at any time if the
relevant authority is satisfied for reasons to be recorded ill writing that such trade(s)
is/are vitiated by fraud, material mistake, willful misrepresentation or market or price
manipulation and the like"”

Therefore, in the present case, it is humbly submitted that at least the last four out
of the six Impugned Trades which are in breach of margin requirements ought to
be annulled.

6.3. Trades vitiated by a fraud:

Our dealer, Mr. Jayesh Thakker, has been absconding and efforts are underway by
the police authorities to trace him. We, therefore, now have reason to believe this
was not an inadvertent mistake as he had claimed to us initially, but perhaps was
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part of a larger conspiracy and may have involved the counterparties, underscoring
the necessity of annulment of the trades.

Alternatively, the NSE Committee may also consider repricing the trades, to ensure
a fair and just outcome for all parties involved based on the last close price or last
traded price.

Unrealistic Operating Price Range fixed by NSE:

6.4.1.

6.4.2.

6.4.3.

The Appellant humbly submits that the price range fixed pursuant to the NSE
Circular (Ref: NSE/FAOP/61814) dated April 29, 2024, is unrealistic and has no
nexus with underlying price

The Limit Price Protection fixed by NSE for option contracts at less than or equal
Rs 50/- is+/- 20. Admittedly, the underlying price of the IDEA scrip was Rs 7/- in the
cash market

Therefore, the Limit Price Protection is no protection at all and would mean no
annulment application can ever be filed since only orders placed outside the
reference price are eligible for annulment under the circular dated September 11,
2015 - which would in fact be rejected by the NSE's systems. This would mean no
annulment application can ever be sought under the NSE Circular dated September
11, 2015.

Trades vitiated by material mistake:

6.5.1.

6.5.2.

6.5.3.

6.5.4.

Without prejudice to the above, the trades are vitiated by a material mistake and no
reasonable person acting reasonably could have placed such a trade as:

The Impugned Trades were at a premium of Rs 9.85/ per share, over 65 times the
last closing price of Rs 0.15/- per share.

The Impugned Trades exceeded the broker's net-worth of Rs 3 crores.
The Impugned Trades exceeded the margin requirements by two times the value

of collateral i.e. margin was Rs 2.4 Crores whereas trades worth Rs 4.8 Crores
were executed.

Substantial compliance with criteria for Annulment:

6.6.1.

As regards compliance with criteria for annulment specified in the NSE Circular
(NSE/FAOP/30738) dated September 11, 2015, the same may be summed up in
tabular form as follows:

S. T Member’s response on Fulfillment of
Criteria o

No criteria

Trade annulment request can

be placed only by the executing | Yes. Annulment has been sought by

1 trading members (buyer /seller) | the trading member who executed the

who have executed the trade to | trade

be annulled.
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Criteria

Member’s response on Fulfillment of
criteria

Trade annulment requests
should be submitted to the
Exchange within 30 minutes of
the execution of trade.

No. However, it was filed with a delay of
just 1 minute. Instead of being filed at
10:45, it was filed at 10:46. The same is
well within the outer limit of 60 minutes
prescribed in the SEBI Circular dated
July 11, 2015. The delay of one minute
has also been explained as being
attributable to engaging with officials of
NSE to understand the process for
annulment and the online portal in
which it has to be filed.

A trade annulment request can
only be made for an order of a
minimum value of Rs 10 Crores

No. However, this condition ought not
to be applied in the present case, as no
small broker with small scale of
operations whose net worth is far less
than Rs. 10 crores, would ever be
eligible for annulment even if such
trades meet the criteria of material
mistake, fraud etc. This would
discriminate between large and small
brokers and virtually exclude small
brokers as a class from ever seeking
annulment of a trade.

To impose quantitative restrictions on
trades vitiated for example by fraud (as
we suspect in the present case
between our dealer and the
counterparty) would mean unless the
fraud is of a sufficiently large scale i.e.
10 crores or more, trades would not be
annulled. This would mean that even
though fraudulent trades have taken
place, the sanctity of such trades would
nevertheless be protected since it is of
a smaller scale, which is at odds with
the fundamental principle that fraud
vitiates all acts. Such an approach
would encourage frauds of a smaller
scale in the market.

Minimum trade value of
trade(s) originating from a
single order for which
annulment request is made
should be Rs. 10 lakhs or
above

Yes. This condition is met as the value
of each other three orders was Rs.1.6
crores
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S. s Member’s response on Fulfillment of
Criteria o
No criteria
No. However, as stated earlier the
, . reference price of +/- 20 is unrealistic
The trade(s) in question are not : . .
L . and requires reconsideration. The
within the price bands / , :
. Exchange’s systems would in any event
operating range / trade ; .
5 . . prevent orders outside the operating
execution range applicable at . ; .
. price range from being executed. This
the time of trade. ! 2.
is a condition that can never be met as
no order would be executed outside of
the operating price range.
Trade(s) for which annulment
requests are submitted should
6 have been executed in the Yes. They were executed in the normal
continuous session (Normal market.
market).
Trades have not been executed
7 in Block Deal session (BL) and No response
QFI trades (1Q) P '
Trade(s) have not been
executed with the same PAN
8 number on both the buying and | Yes. This is not a case of self- trade.
selling side.
Counterparty trading member
should have provided
acceptance to trade annulment
in electronic form within 30
minutes after the market
closure or within 30 minutes
from time of trade annulment No However, the counterparties have
requests whichever is later. If indicated their willingness to reach a
9 the counterparty member does | settlement with us and agreed to annul
not intimate his consent within some trades, should the Exchange
30 minutes of market closure or | convey its no-objection to
within 30 minutes from time of the counterparties, for the same
trade annulment requests
whichever is later, it will be
deemed that the counterparty
member does not consent to
the request for annulment
The executing member and the
member on the other side of
the said trade for a trade
10 Yes

annulment request is not the
same.
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7. Proceedings of Committee Meeting (Regulatory Oversight Committee) dated May 23, 2025.

7.1.

7.2.

The matter was again placed with the ROC of the Exchange in its meeting dated May 23,
2025.

The Committee took into consideration all the oral and written submissions of the Applicant
including the written submission (dated May 02, 2025) made post the Committee meeting
dated April 15, 2025.

8. Considerations and deliberation of the Committee on the application of the Trade
Annulment review request and subsequent submissions.

8.1.

8.2.

8.3.

The Committee noted that according to the NSE Clearing Ltd (NCL), the Trading Member
was disabled in F&O segment on 05-Mar-2025 at 09:15:00 am for margin shortfall
(immediately after execution of Impugned Orders at 9:15:00) and was enabled on 10-Mar-
2025 at 08:58:56 am. The Committee also noted that NCL computes the margins on receipt
of trades from exchanges. Pre-order level risk management is only applicable if the member
is either in risk reduction or in close out mode. The Member was active at the start of market
hours on 05-Mar-2025. The below mentioned trades were executed by the member at the
Exchange and then received at NCL. On computation of margins on these trades, the
member's margin utilization exceeded 100% and was placed in close out mode. All the
below 6 trades were executed at Exchanges and then received at NCL. NCL computed and
updated the margin requirement for the Client's portfolio for each trade received. As perthe
margin computation, the Member was placed in close out mode basis the portfolio updated
and the intimation was sent to the exchanges.

Trades of the Applicant in the said contract

Date Time T;e:fe nggﬁg Price | Client Code | TM Code |Buy / Sell
5-Mar-25 | 9:15:00 116 800000 10 OPGSO01 13385 Buy
5-Mar-25 | 9:15:00 117 800000 10 OPGSO01 13385 Buy
5-Mar-25 | 9:15:00 118 800000 10 OPGSO01 13385 Buy
5-Mar-25 | 9:15:00 119 800000 10 OPGSO01 13385 Buy
5-Mar-25 | 9:15:00 120 800000 10 OPGS01 13385 Buy
5-Mar-25 | 9:15:00 121 800000 10 OPGSO01 13385 Buy

In view of the above, Committee found that the statement made by the Applicant in the letter
“The lag between the first trade executed at 9:46:28 and the last trade executed at
9:47:00AM i.e. a gap of 32 seconds” is inaccurate as all trades were executed at 09:15:00.

The Committee further noted that the Trading Member (applicant) is obligated to have an
independent risk management system to manage its risks and therefore the arguments of
the Applicant, in contrary, are not tenable.

The Committee found that in the TARR application (given in para 3.4 above) the TM has
specified dealer name of the respective order was “Rahul Gupta” with the specified NISM
certificate. For the dealer id “400056007 152" the dealer’'s name uploaded by TM(Applicant)
to the Exchange is also “Rahul Gupta”. However, Applicant in its subsequent submission
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dated May 02, 2025, states that the dealer responsible for placing the said orders is Mr.
Jayesh Thakker. The Committee noted this inconsistency in the TMs responses. Further,
the Committee noted that as per NSE circular NSE/MSD/34638 dated April 13, 2017, trading
members have to ensure that a Valid Certificate issued through SEBI approved certification
program for each User Id in FAO Segment and trading members shall entrust CTCL
terminals only to Approved person and not to any unregistered intermediary or clients. For
this purpose, the persons who handle each CTCL terminal of the Trading Member are
known as Approved Persons. Further, trading member would be fully responsible for all
orders put through and all deals done through the trading terminal, whether contract notes
or purchase/sale notes issued or not and for all acts of commission and/or omission. The
Committee further noted that as per NSE circular NSE/CMTR/67774 dated April 30, 2025,
para 4.3 “Trade Annulment”, Trade annulment request can be placed only by the executing
trading members (buyer /seller) who have executed the trade to be annulled and Prior to
initiating the trade annulment request, the trading member shall ensure and certify that the
orders were placed by a qualified dealer. In view of the above inconsistency of records at
the Applicant end and the statements made by the Applicant, Committee finds that there is
enough evidence which creates a doubt on whether, the orders were placed by the approved
and qualified user.

The Committee also noted that all the conditions which are mandatory as per NSE Circular
to be fulfilled for accepting trade annulment requests were not fulfilled as detailed out in para
3.3 above, which has also been agreed by the Applicant in its submissions summarized in
para 6.6.

The Committee also noted that by executing such orders, the Trading Member (Applicant)
has failed to adhere to the requirements of the following circulars.

S. Circular/ Date of the Subject
No. Regulations Circular/
Regulations

1. | NSEIL (Future & - Regulation 4.6.2(1)(a) states that the
Options Segment) trading member shall not indulge in any
Trading Regulations market manipulation i.e., effect, take
part in or enter into either directly or
indirectly transactions in

securities/derivatives contracts which
are likely to have the effect of artificially
raising or depressing or stabilizing the
price of securities/derivatives contracts.
2. | Circular bearing ref no. | 20" January | This circular was issued after the
NSE/FAOP/4746 2004 Exchange had observed _that certain
trading members were placing orders on
derivatives segments at unrealistic
prices which were far away from the
normal market price/theoretical price.
This circular was issued by the
Exchange so that the trading members
can refrain from indulging in any
undesirable market practices.
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Circular/ Date of the Subject
No. Regulations Circular/
Regulations
3. | Circular bearing | 22" February | The Exchange advised all its members
reference no. 2005 to ensure due diligence while entering
NSE/FAOP/5856 orders either on their own account or on

behalf of their claimants, failing which
the trading member would be entitled to
initiate strict disciplinary actions.

4. | NSE Circular bearing | 23®March | The Exchange advised the trading
members to exercise due diligence and
caution at the time of entering orders
which are away from the marker price
and also advised to put in place
appropriate internal systems and
procedures for ensuring that such
orders are not entered.

5. | Circular bearing | 21t August | The Exchange advised the trading
members and investors to take
cognizance of the pre-trade risk controls
NSE/SURV/49368 and exercise due caution while placing
the orders. This is to ensure a fair and

reference no. 2007
NSE/INVG/2007/8719

reference no. 2021

orderly market.

8.6.

8.7.

8.8.

8.9.

The Committee noted that the above-mentioned Exchange Circulars put an obligation on all
Trading Members to exercise due diligence and caution at the time of entering orders which
are away from the market price.

The Exchange circular dated NSE/INVG/2007/8719 dated March 23, 2007 has also advised
the Trading Members to put in place appropriate internal systems and procedures for
ensuring that orders which are away from the market price are not entered. Furthermore,
vide Exchange circular dated August 21, 2021, an obligation is placed on all Trading
Members to ensure that all the contracts are placed in a manner which ensures that the
markets are ‘fair’ and ‘orderly’.

The Committee found that the Trading Member has placed the Impugned Orders at far away
price. Such passive orders at prices significantly far away contributed to the matching of
trades at prices which were not fair and did not result in orderly market. This clearly
demonstrates that the Trading Member while placing the orders, failed to take cognizance
of the pre-trade risk controls and exercise due caution to ensure a fair and orderly market
and hence did not comply with the circular dated August 21, 2021.

The Committee noted that, in terms of the Exchange's Circular NSE/CMTR/21793 dated
September 28,2012, there is a requirement for all algos to incorporate Trade Price
Protection Checks as part of the pre-trade risk controls in the algorithms. This control
measure is designed to ensure that algo orders are not released at bad trade prices. The
Committee found that in the matter under consideration, the applicant failed to put this
control while running their ALGOs.
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8.10. The Committee also noted that, Exchange further received a letter from Juhu Police Station
dated April 14, 2025. In this letter, the Police requested the Exchange to provide
counterparty details of the trades executed by the client of the Applicant. Further the Police
also directed exchange not to release any payout to the counterparties of the impugned
trades until further orders. The Exchange on April 17, 2025 furnished the required
information to Juhu Police.

9. Decision of the Committee

9.1. In light of all of the above and in the interest of the market and investors in general, the
Committee reiterates that inviolability of trades is a sine qua non for the health and integrity
of the Indian securities market and it is our considered view that the TARR Application
cannot be admitted and the request for annulment of the Trades cannot be accepted by the

Exchange.
Sd/- Sd/- Sd/-
Mr. Ravindran S Prof. S Sudarshan Prof. (Dr.) Mamata Biswal
(Chairman) (Committee Member) (Committee Member)
Sd/- Sd/-
Justice (Retd.) Smt. Abhilasha Kumari Mr. Ramabhadran Thirumalai
(Committee Member) (Committee Member - IEP)

Date: May 27, 2025

Page 19 of 19




