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Date- April 02, 2025 
 

To, 
Sharekhan Limited  
The Ruby,  
18th Floor, 29 Senapati Bapat Marg  
Dadar – West, 
Mumbai-400028 
 
Subject - Trade Annulment Review Request dated March 26, 2025 
 
Respected Sir/ Madam, 
 
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 26, 2025, was placed before the Regulatory 
Oversight Committee in its meeting dated March 28, 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 SHAREKHAN LIMITED  
FOR THE TRADES ON MARCH 26, 2025 IN EQUITY STOCK PUT OPTION CONTRACT  

WITH UNDERLYING YESBANK (STRIKE PRICE OF RS.10, EXPIRING ON MAY 29, 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”) under Bye Law 5 of Chapter 

VII of the Byelaws of NSE) 
  
1. Background 

 
1.1. On March 26, 2025, the Exchange observed a significant rise in the traded price of an Equity 

Stock Put option contract (underlying “YESBANK”, Strike Price of 10, Expiring on May 29, 
2025) from a previous day’s close price. The price increased from Rs.0.05 to Rs.20.00 
without any corresponding movement in underlying price of YESBANK in Equity segment. 

 
1.2. Upon detailed verification of the trade and order logs, the Exchange observed that on March 

26, 2025, Sanjay Gurjar (“the client”), trading through Trading Member, Sharekhan Ltd. 
(“Trading Member”/ “Applicant”) placed four buy orders in the said contract using Mobile 
Application i.e. Securities Trading using Wireless Technology (STWT) with a limit price of 
Rs.20.00. These orders were traded with total traded quantity of 260,000. 
 

1.3. The first trade in the aforementioned Contract was at a traded price of Rs.0.10 at 10:57:29 
Hrs on March 26, 2025. Subsequently at 10:57:32 Hrs on the same day, four buy orders 
were placed by the Client of Sharekhan Ltd which were matched with passive pending sell 
order at limit price of Rs. 20, resulting into four trades of traded quantity 260,000 (hereinafter 
defined as “Trade/Trades”).  
 

1.4. It was observed that the Client on the previous trading day i.e. on March 25, 2025 sold 
260,000 quantity of the same contract at Rs.0.05 to the same counterparty with whom the 
client reversed the short position at Rs. 20.00 on March 26, 2025, thus incurring a loss of 
Rs.51.87 Lacs. The above-mentioned trades of the client of the Applicant can be 
summarized as below: 

 
Trade Date Total 

Buy Qty 
(A) 

Total 
Sell Qty 
(B) 

Buy Average 
Price (Rs.) (C) 

Sell Average 
Price (Rs.) (D) 

Net Value (Rs.)  
(E) = B*D minus 
A*C 

March 25, 2025 0 260,000 0.00 0.05 +13,000 

March 26, 2025 260,000 0 20.00 0.00 -52,00,000 

    Total Loss -51,87,000 

 
1.5. It is pertinent to note that to strengthen the pre-trade risk control measures for preventing 

aberrant orders and to ensure orderly trading, the Exchange has put in place Operating 
Price ranges and the Limit Price Protection (LPP) mechanism in all Futures & Options Index 
and Stock contracts.  
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1.6. NSE circular NSE/FAOP/61814 dated April 29, 2024, provides a reference to the operating 
range and the LPP range. 

 
1.6.1. Operating Price Ranges 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 NEATPlus front end upon double 
clicking / key (Shift+F8), the options contract on Market Watch screen after uploading 
the latest contract.txt 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. 
 

1.6.2. LPP range on both the sides of the reference price for Stock Options contracts would 
be as under: 

 

Instruments Reference Price (in Rs) Absolute % of Reference Price 

OPTIDX and 
OPTSTK 

<=50 + / - 20 - 

>50 - + / - 40% 

 
1.6.3. Based on the above table it can be noted that the Reference Price of the said contract 

at the time of order placement i.e. at 10:57 Hrs on March 26, 2025 was Rs.0.05, i.e. 
less than Rs.50, hence the LPP range was between Rs.0.05 to Rs.20.05.  
 

1.6.4. Therefore, the Exchange trading system did not reject any incoming order placed with 
limit price between Rs.0.05 to Rs. 20.05 at that point in time. In this case the Client 
placed 4 buy orders at Rs.20.00.  

 
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. 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.” 
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2.2. NSE Bye-laws on Trade Annulment 

 
2.2.1. As a thumb-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 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, 

2015) 
 

2.3.1. 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. 
 

2.3.2. 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.  
 

2.3.3. 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.  
 

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

2.3.5. 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 
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whichever is later, it will be deemed that the counterparty member does not 
consent to the request for annulment.  
 

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

2.3.7. 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).  
 

2.3.8. 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).  
 

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

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

2.3.11. Trades have not been executed with the same PAN number on both the buying 
and selling side.  

 
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 on 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.  
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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. 

 
3. Chronology of events with respect to Trade Annulment request and Trade Annulment 

review request made by the Trading Member. 
 

3.1. The Buy Trades were executed on the Exchange at 10:57:32 Hrs on March 26, 2025 in the 
Equity Stock Put Option contract with underlying YESBANK (strike price of Rs.10, contract 
expiring on May 29, 2025). 
 

3.2. The Applicant submitted trade annulment requests for the Trades through the facility 
provided on the Trading Terminal of the Exchange at 13:40 Hrs on March 26, 2025. These 
requests were automatically forwarded to the counterparty members (on their respective 
trading terminals) for the respective Trades sought to be annulled. As the counterparty 
members did not intimate their consent within 30 minutes of market closure or within 30 
minutes from time of trade annulment requests, whichever was later, it was deemed that the 
counterparty member did not consent to the request for annulment. 
 

3.3. The Exchange at 14:37 Hrs on March 26, 2025, sent an email to the Applicant confirming 
rejection of trade cancellation request. since they did not fulfill the prescribed conditions as 
per the Trade Annulment policy of the Exchange, as detailed in the subsequent paragraphs. 
The said policy has been intimated to the markets vide Exchange Circular No. 
NSE/FAOP/30738 dated September 11, 2015. 
 

3.4. As per Exchange circular dated October 12, 2015 (“TARR Circular”- NSE/INVG/30931) the 
Applicant had to file the trade annulment review request prior to T+1 day, i.e., March 27, 
2025, by 8:30 AM (i.e. before the payout deadline for the trades). The Applicant on March 
26, 2025 contacted the Exchange requesting a review of annulment of trades as the 
Applicant was not able to cancel the same through the system. Subsequently the Applicant 
sent an email on the same day at 18:27 Hrs to the email id “tarr@nse.co.in” and raised a 
Trade Annulment Review Request (TARR). Based on the TARR, the Exchange requested 
clearing corporation of the counterparty trading member i.e. in this case the Indian Clearing 
Corporation Limited (ICCL) to withhold the payout of the counterparty trading member. 

  

mailto:tarr@nse.co.in
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4. Proceedings of Committee Meeting (Regulatory Oversight Committee) dated March 28, 
2025. 

 
4.1. 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.  

 
4.2. In line with principles of natural justice, the Committee provided an opportunity of personal 

hearing to the Applicant on March 28, 2025.  
 

4.3. The said hearing was attended by Mr. Ritesh Patel (Director), Mr. Joby John (Compliance 
Officer), Mr. Mukul Damle (Risk Head), Ms. Dipali Dalal (Legal head) and Mr. Prakash Bhist 
(Compliance Senior Manager). These representatives made their oral submissions before 
the Committee in its meeting held on March 28, 2025. 
 

4.4. During the personal hearing, the Applicant was queried on various factual and legal aspects 
of the matter, including and especially those with respect to the presence of pre-trade risk 
controls and limit prices for orders placed through its systems.  

 
4.5. Contentions of the Applicant 

 
The Applicant informed the Committee that the Client had placed orders on March 26, 2025 
in the said contract at unreasonable price i.e. at Rs.20.00 to defraud the Applicant. 

 
4.6. The Exchange presented the analysis of the trade log of the Client of the Applicant for trade 

dates March 25, 2025 and March 26, 2025 in the said contract, to the Committee and the 
Committee took cognizance of the concern of the Applicant, and in view of the facts involved, 
the Committee deliberated as follows. 

 
5. Observations of the Committee 

 
5.1. In order to decide on the admissibility and merits of the Application, an evaluation of the 

following questions is critical :-  
 

5.1.1. Whether the Application filed for annulment of the Trades is in compliance with the 
process mandated under law;  
 

5.1.2. Whether the Trades can qualify to be annulled on the grounds of fraud, willful 
misrepresentation or “material mistake” in trade under Rule 5, Chapter VII, 
Exchange Byelaws? 

 
5.2. Process for Requesting for Annulment of Trade  

 
5.2.1. Procedural Compliances  

 
As per the NSE Circular, “The member has to file the annulment request 
electronically only on the trading system provided by the Exchange”. The Trade 
was executed by the Constituent on March 25, 2025 at 10:57 Hrs. The Applicant 
wrote to the Exchange At 13:40 Hrs on the same day, requesting for annulment of 
the Trade (over 2 hours 40 minutes after the Trades were executed).  
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5.2.2. Counterparty Consent 

 
It is a matter of fact that in terms of the NSE Circular, with respect to the annulment 
requests automatically forwarded (on the counterparty trading terminals) to the 
counterparties to the Applicant in respect of the Trade, the Exchange did not 
receive consent from any of the counterparties, and therefore, the request is 
deemed to have been rejected.  

 
5.2.3. Receipt of the Application  

 
As per Exchange circular dated October 12, 2015 (“TARR Circular”)( 
NSE/INVG/30931) the Applicant had to file the trade annulment review request 
prior to T+1 day, i.e., March 27, 2025, by 8:30 AM (i.e. before the payout deadline 
for the trades). The Applicant on March 26, 2025 contacted the Exchange 
requesting a review of annulment of trades as the Applicant was not able to cancel 
the same through the system. Subsequently the Applicant sent an email on the 
same day at 18:27 Hrs to email id “tarr@nse.co.in” and raised a Trade Annulment 

Review Request (TARR). Based on the TARR, the Exchange requested clearing 
corporation of the counterparty trading member i.e. in this case the Indian Clearing 
Corporation Limited (ICCL) to withhold the payout to the counterparty trading 
member.  

 
5.2.4. Risk management & controls 

 
5.2.4.1. Prior to admitting an annulment request, it is important to assess if all 

risk management measures and controls were in place by the 
Applicant.  

  
5.2.4.2. The Client of the Applicant placed four buy orders with a limit price of 

Rs.20.00 in an Equity stock Put option contract of the scrip YESBANK 
(Strike Price of Rs.10, Expiring on May 29, 2025) i.e. in an Out of the 
Money (“OTM”) contract where the last trade executed at Rs.0.10.  

 
5.2.4.3. In terms of the Exchange’s Circular NSE/SURV/49971 dated October 

14, 2021, brokers are mandated to place orders at fair prices and 
ensuring that orders are not placed at a price that is far away from the 
last traded price / reference price / theoretical price. Vide this Circular, 
the Exchange observed that there have been instances where trading 
members have placed orders which are at the extreme end of the 
operating range and have no apparent economic rationale when 
compared to the last traded price / reference price / theoretical price. It 
is a matter of fact that trades arising from such orders placed at 
unrealistic prices lead to aberrations in the normal price discovery 
process. Therefore, all members have been strictly advised by the 
Exchange against entering orders or even executing transactions 
which, prima facie, appear to be non-genuine on their own account and 
/ or on behalf of their clients and refrain from indulging in practices 
which lead to aberrations in the order book.  

 
5.3. Analysis of the impugned trades as per NSE Bye-Laws 

 

mailto:tarr@nse.co.in
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5.3.1. The Committee noted that the client of the Applicant traded in the same contract 
with similar quantities on March 25, 2025, i.e. one day before the date of impugned 
trades at an average traded price of Rs.0.50. However, on the subsequent date, 
client of the applicant placed buy orders in the same contract at Rs.20.  Therefore, 
the client of the Applicant was very well aware of the fair prices of the contract. 
 

5.3.2. Bye-Law 5(a) categorically states that inviolability of a trade is the rule and 
annulment is an exception which can be considered only if the Exchange is 
satisfied that such transactions ought to be annulled on the grounds of fraud, willful 
misrepresentation or material mistake in trade. Thus, it is apparent that the entire 
body of law and judicial precedent on annulment repeatedly enshrines the finality 
and inviolability of contracts executed on the exchange and hence, it is fair to 
conclude that the law requires exceptions, i.e., annulments to be evaluated closely 
and strictly. 
 

5.3.3. Although Applicant has in its written and oral submissions stated that the Trades 
are rooted in fraud, however, no evidence was submitted to substantiate the same. 
It is critical to place on record here that through the discussions with the Exchange 
for annulment as well as at the personal hearing, the Applicant has failed to adduce 
a comprehensive body of facts for the purposes of its defense.   
 

5.3.4. The term material mistake while integral to this order, does not have a statutory 
definition. Here we draw reference to the Hon’ble Securities Appellate Tribunal’s 
decision in the matter of Emkay Global Financial Services Limited v. NSE and 
others (“Emkay Case”), (SAT order dated August 26, 2014 (Appeal No. 64 of 
2013)) where SAT observed the following points which are central to the current 
assessment before us:- 

 
“Bye law 5(a) postulates that all dealings on the Exchange shall be 
inviolable. Expression ‘inviolable’ as per Oxford Dictionary of English 
(Second Edition) means ‘never to be broken, infringed or dishonoured’. 
Thus, Bye law 5(a) envisages that all dealings on the Exchange shall 
be honoured and shall not be broken. Bye law 5(a), however, carves 
out exception to the above inviolability by providing that the Exchange 
may annul trades which according to the Exchange are fit for 
annulment on account of fraud or wilful misrepresentation or material 
mistake in the trade. Thus, reading Bye law 5(a) as a whole it is evident 
that all dealings on the Exchange shall have to be cleared and settled 
in accordance with Bye laws, Rules and Regulations framed by NSE 
except those trades which according to the Exchange are fit for 
annulment on account of fraud or wilful misrepresentation or material 
mistake in the trade.” 

 
In the context of material mistake, it stated that “A mistake whether 
committed due to inadvertent error or not does not become material 
mistake merely because that mistake has led to huge financial losses. 
Bye-law 5(a) is not intended to give relief to a trader who is guilty of not 
exercising due care and caution and guilty of negligence. Bye-law 5(a) 
empowers the Stock Exchange to annul those trades which are vitiated 
by fraud or wilful misrepresentation or material mistake in the trade. 
Even if the expression ‘material mistake in the trade’ is to be construed 
widely, common thread passing through the expressions ‘fraud’ or 
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‘wilful misrepresentation’ or ‘material mistake in the trade’ in Bye-law 
5(a) is to ensure sanctity of the trades executed on the Stock 
Exchange. Expression ‘material mistake in the trade’ would therefore 
be attributable to unforeseen circumstances which vitiate sanctity of 
the trades executed on the Stock Exchange. Breach of duty/negligence 
would not be unforeseen circumstance that can be said to vitiate the 
trades executed on the exchange.” 

 
5.3.5. From the Emkay Case above, it is evident that for an event to constitute a ‘material 

mistake in the trade’, such event must have been on account of unforeseen 
circumstances, and one which cannot be attributed to negligence. Further, the 
materiality of a mistake cannot be pegged to any financial threshold or economic 
exposure. 
 

5.3.6. Considering the facts of the matter, we note that in this contract the Applicant 
allowed its client to place orders far away and the Trades to be executed at prices 
which cannot be considered as fair when compared with last traded price / 
reference price / theoretical price. The Applicant could have exercised care and 
diligence, as per the extant law, and therefore cannot be a valid ground for seeking 
annulment. In fact, acceding to the Applicant’s request would be antithetical to the 
interests of those market participants who are cautious and careful in their 
dealings. The Committee is also of the view that the sanctity of the securities 
market cannot be compromised for parties who seek annulments which are 
tantamount to failure to discharge duties with due care.   
 

5.3.7. Further, while dealing with matters of this nature where there may be wider 
ramifications not only on counterparties to the Trades but on all other market 
participants in the future, a higher, objective degree of proof is required, which 
would show that there is no negligence or dereliction of duty, in order for it to qualify 
for annulment. However, when the record indicates any form of negligence or lack 
of diligence, it would be remiss to accede to such requests for annulment of trades, 
since this would be tantamount to condoning the absence of due care and 
diligence and may incentivize complacence. 
 

5.3.8. The Hon’ble Securities Appellate Tribunal has, in order in Anand Rathi v. NSE,( 
SAT Order dated June 10, 2019 (Appeal No. 286 of 2017)) held that trades must 
be annulled in the rarest of situations. The reason is that such instances question 
and hamper the principle on the finality of trades executed on stock exchanges.  
 

5.3.9. Therefore, there is no doubt that frequent instances of annulment have an adverse 
bearing on the sanctity and integrity of trades executed on the stock market. 
Further, allowing any such annulment request may create an unwarranted 
precedent, encouraging brokers and Constituents to act negligently, while 
transacting on the floor of the exchange. Over time, such precedents may cause 
innocent investors to lose faith from the exchange ecosystem.  

 
5.3.10. The Emkay Case provides useful guidance, when it refers to the the applicability 

of Contract Act principles to trades executed on the stock exchange:  
 

“9. …In a screen based trading system trades take place anonymously 
i.e., the party entering sell orders into the trading system does not know 
as to who could be the counter party whose buy order would get 
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matched and the trades get executed. In such a case, there is no scope 
for the counter party to ascertain as to whether sell order is placed 
under mistake or not. That is why Bye-law 5(a) provides that the trades 
executed on the Exchange shall be inviolable except where the trades 
are liable to be annulled on ground of fraud or willful misrepresentation 
or material mistake in the trade. In other words, Byelaw 5(a) provides 
that the trades executed on the Exchange shall be inviolable 
irrespective of the fact there are inadvertent errors or grave errors 
unless trades are annulled on grounds set out therein. 

 
5.3.11. The realm of securities regulation is a distinct arena, where the principles of 

contract law cannot be mechanically applied without due regard and application of 
mind to the uniqueness of contract formation and execution of obligations on the 
exchange platform. Therefore, given the specific provisions of law encapsulated 
under Bye-law 5A, the review request of the Applicant cannot be accepted. 
 

5.3.12. The conditions which require to be fulfilled for a trade annulment request are 
summarized in the below table: 
 

Sr 
No 

Criteria Fulfil 

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

Yes 

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

No 

3 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). 

No 

4 Minimum trade value of trade(s) 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). 

No 

5 The trade(s) in question are not within the price bands / 
operating range / trade execution range applicable at the time 
of trade. 

No 

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

Yes 

7 Trade(s) have not been executed with the same PAN number 
on both the buying and selling side. 

Yes 

8 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 

No 
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counterparty member does not consent to the request for 
annulment. 

9 The executing member and the member on the other side of the 
said trade for a trade annulment request is not the same. 

Yes 

 
 

6. Decision of the Committee 
 

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 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: April 02, 2025 


