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No. Div.I11/1/301/2011-12/Audit Dated the 23" December, 2011

To

I,

n

Shri. Lamon Rutten,

Managing Director & CEO
Multi-Commodity Exchange of India (MCX),
102-A, Landmark, Suren Road,
Chakala, Andheri (East), Mumbai-400 093

Shri R Ramasheshan,
Managing Director & CEO,
National Commodity & Derivatives Exchange Limited, (NCDEX),
Akruti Corporate Park, Lal Bahadur Sastri Marg, Kanjur Marg,

MUMBAI - 400 079

Shri. Anil Mishra,

Chief Executive Officer (CEO)

National Multi Commodity Exchange of India Ltd., (NMCE)

55 4t Floor, H. K. House, B/h, Jivabhai Chambers, Ashram Road,
Ahmedabad — 380 009 (Gujarat)

Shri Rajnikant Patel

MD & CEO,

Indian Commodity Exchange Ltd., (ICEX)
Romell Technology Park, 8" Floor,

Nirlon Compound, Western Express Highway,
Goregoan East, Mumbai — 400 063

Shri. Dilip Bhatia,

Chief Executive Officer,

ACE Dérivatives & Commodity Exchange Ltd.
Infinity IT Park, 4th Floor, Building No : 4,
B-Wing, General A.K. Vaidya Marg,

Dindoshi, Malad(E) MUMBAI — 400097




Sub: Inspection of Exchange Members by National Exchanges.
Sir,

I am directed to refer to the discussions held during the meeting of M.D’s/CEO’s of
National Exchanges on 30.8.2011 and on 9.12.2011 on the above subject. Based on the
inputs/suggestions received on the above subject, the Commission has decided that :

1) All the Exchanges shall inspect every active Member at least once in every three

years, i.e. the exchanges shall ensure that all the active Members of the Exchange

are covered for inspection over the three year period. This would require the

Exchanges to conduct audit inspection of at least one third of their active

members every year. - B .

i) In order that the members active in more than one National Exchange are not
subject to multiple audit/inspection by the auditors of FMC/Exchanges in the
same year, the following guidelines are to be followed:

(a) The list of members selected to be audited by the Commission’s empanelled
auditors would be forwarded to the Exchange.

(b) Since the Exchanges are to ensure that all active members are covered over a
3 year period, they would prepare a list of 1/3™ of members proposed to be
audited by them. This list will not include any member selected to be audited
by the Commission in that year. In case of members of more than one
exchange, work relating to issue of inspection allotment letter and
coordination with other exchanges would be assigned to a Lead Exchange by
the Commission. However, the auditor has to submit separate reports to the
respective exchanges. ‘

(c) The audit/inspection is to be carried out in accordance with the uniform
Guidance Manual.

During the current year members of more than one Exchange (reference (b) above) would be
covered by FMC empanelled auditors. d

2. You are directed to submit a quarterly report on inspections of members of Exchange
carried out by your exchange by 10" of the month immediately succeeding the quarter. The
first such report shall be submitted for the quarter ending 31° March 2012 on or before 10"
April, 2012. The format of the report would be as follows:

Part A (Summary)

Total No.of No.of Cumulative | % of | Brief Action
No.of active Members | number of | active description | taken
Members | Members | inspected | Members Members | of against

during inspected inspected | violations | inspected
the during  the | during the | noticed Members
quarter current year | year

[



quarter

current year

year

Part B (Comprehensive)

S.No. | Names of | Date/Period | Criteria of | Violations | Action Follow up
Members of selection of | observed | taken of
inspected inspection Member for | during against Inspection
? inspection . | inspection | the
Members
™
3. You are also directed to initiate all the follow up action — remedial, penal and

disciplinary — required on inspection findings, immediately on the conclusion of inspection and

receipt of inspection reports.

4. The exchanges are requested to comply with the abeve requirements with immediate
effect.
Yours faithfully,
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