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By Speed Past A.D./Email

ADJUDICATING OFFICER

Outward No.LAD-2/DRA-3/KW/39421/1/2022
10/08/2022

SUBHAS CHANDRA AGARWALA
PAN: AFLPA1319L

10 A BURDWAN ROAD ALIPORE HO
ALIPORE KOLKATA KOLKATA 700027
019 101 KOLKATA WEST BENGAL -
700027

Emall Address: SUBHASAGARWALA@GMAIL.COM

Show Cause Notice under Rule 4(1) of the SEBI {Procedure for Holding
Inquiry and imposing Penalties) Rules, 1895 in the matter of dealincs in

liliguid Stock Options (iS0) at BSE

EART - A

1. Sscurities and Exchange Board of India (SEBI) has initiated Adjudication

ol Proceedings against you (Noticse), under SEBI (Procedure for Holding Inquiry
and Imposing Penalties) Rules, 1995 (Adjudication Ruiss) for allegedly
violating Regulations 3(z),(b),(c},{d) and 4(1), 4(2)¥a) of SEBI (Prohibition of
Fraudulent and Unfair Trading Practices relaiing to Securities Markets)
Regulations, 2003 (PFUTP Regulations), in the maiter of trading in iliquid stock
options at Bombay Stock Exchange Ltd. (BSE).

2. SEBI had conductzd an investigation info large scale reversal of trades in Stock
Opticns segment of the BSE during the period of April 01, 2014 to September

TN 30, 2015 (Copy of refavant portion of Investigation Report is placed at Annexure
TR
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Sursuant fo Investigation, It was observd thal durng the hwesfigeion padod,
there ware lrades executad In BSE Stock Options Segment involving reversal of
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squaring off redes {elihar buy or galld, with significant diffarence in the arice. You
are one among the epiitiss who indulged in reverss! trades, which allegediy
oreated false and misksading appesrance of rading thensby genaraled artificial
yvolumes i the Swock Grtions Sepment of BIE during the investigaiion pariod,
Ths rages omered in the unique confracts ware reversad on e same day with
same counterparfies, at a price differancs which had no undarlying basls and
withoul an intsniion of performing it or ihere being a changa of ownarshipfrigivia
in ithe soniracis. Thasa factors Indicate (hat haae rades wars sliagadly ariificial

and non- genuing in naiure.

ificar undar
{SEB! Aci)

o Inquire indo and adiudge ihe sllegad violations by the hNodices and determine

In {hie cornaction, the undersignsd was appoinied as Adjudicaiing C©
Seciion 15 of ihe Socurttios and xchangt Boud of India Agi, 4482

whather penally under Seclion 1544 of ihe SEB] Al s fable 1o bs inposed.

Capy of communication appointing undersigned 2s Adldicating Officer is placad

sl Annexure 2,

All the snfites identified by the investigation including you, induiged in reversal
iradas. Your trade deialle including the trede dates, nama of the sountaiparies,
time, pilcz and volume are avallable in the Reversal Trade Dais pmced =i
Annexure 3, Additionally, a sumimary of your raversal radas in the Slock Ogtions
contracis exeouiad during ihe Investigation pariod is places al Annexure 4.

in view of the above, It is allaped that the Noisse hersin, by indulging it
exzoution of nonenulne reverssl rades in Siook Options, created false and
misleading eppearancs of trading I securiifes markel and tharsby, vinlatad

provisions of Regulation 3{(a),(L),{c}{d), 4(1), 4(Z){a) of PFUTP Ragulations.
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The aloresald alleged vioiations, if estabiished, make the Noficee lisble for
monelary penaly undar section 15HA of the BER! Act, which rsacds a2 below:

“Penalty for fraudulent and unfair trade practices.

15HA. If any person induiges in fraudulent and unfair trads practices refating to
securilties, he shall bs liebls to a penaity which shall not be Jess than five lakh
rupess bul which ray extend to iwenty —five crore rupeas or three times the
arnount of profits made out of such practices, whichever is highar.”

(Emphasis Supplieti)

PART -B
Meanwhile, SEBI has framed the SEBI Settiement Scheme, 2022 pursuant to
the Order dated May 13, 2022 passed by the Hon'ble Securities Appellate
Tribunal (Annexure 5}, wherein ihe following directions ware issued to SEBI:

“17. We are, thus, of the opinion that SEB! should reconsider and seriously give
a thought in coming out with a fresh scheme under Clause 26 of the Seltlernent
Rsgulations, 2018. Such schems can be a onstime scheme for this class of
person. The terms of settlement should be attraciive so thal I could attract
the noticees / entities fo come forward and settle the matter which wiil
emeliorate the harassment of penalty procsedings fo the noticees and at
the same time would help fo clear the backlog of these pending matiers
before various AOs.” (Emphasis Supplied)

in compliance with the above directions of the Hon'ble Securitics Appellate

Tribunal, SEB! has Introduced a onetime settiement scheme called the SEBI

Sefilement Scheme, 2022, in terms of Regulation 26 of the Securities and

Exchange Board of india (Seitlernent Proceedings) Regulations, 2018 in the

matter of Nliquid Stock Options. The said scheme proposes payment of
Setilement Amount as per the deteils given balow:

Page 3 of 5



) WA Ffayfa

Continuation :

10.

1.

Securities and Exchange
Board of India

[SHNc [ Number of Contracts® | Settiement Amount (Rs.) |
1 15 |.1,00,000/- ) -
:i | B-50 — | 2,00,000/- S
3 ' 51 and above 5,00,000/- base amount + 10,000 per
| | | contract |

*You may rofer 1o the melivant Ancaairatatie of the SCN wivch coniens 5 surrmdry o I contracis you

enderd fo deisdiie the amriioebie glab for seiffoment

The zertod of the SEBI Settlement Scherme, 2052 will commencs o A xust 22,
2022 and wili cloze on Movember 21, 2022, 80 as io provide an onporuniy for

saifiernant (o the eniffies who have axstuted reversal rades in s stock oations

e

segmeni of BSE during the perod Apill 01, 2014 to Seplamber 30, 2018, apains

1

whom anforcement piocsedings have been infiated and are pendir . in oaes

(r'

you wish 1o avail fhe benefit of the said Echame, you may scosss the daisile of
ihe said Schems, which would s aveliable on the webshis of SEB

www.sebi.gov.in, during the said sadiod.

Necessary application for settlernent may be filad within the validity gariod of the

chame and payment of the seilement amouni shel bs made oniine,
Additionally, for any clarificaiion in regard o setiisment schams, you may rafar
i e FAQS at SEBI wobsite or send smell (o scheme?022@sehl oo in |

in case you do not wish 10 avall of the facility under the 8ER! Sefllemant Ssherma
2022, the adjudication proceadings in respect of the allegations cortalned in Part
A of the SCN shall resume. Aceordingly, an Inquiry shall be held agsinst you in
terms of Adjudication Rules read with section 15-1 of ihe SEB! Act, and pasnaity,
if any, shall ba imposad under zaction 15HA of the SEBI Act. In such GAss, You
are callsd upon fo file your reply within 30 days of receipt of flis Show Cause

Notice
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Etinsures: 1) Annaxure 1 - Relevant Extract of Investigation Rezort
2} Annexure 2 - Copy of the communication appoirding the
Adjudicating Officer
3) Annexure 3 - Details of all the reversal trades of the Noticee
4) Annexure 4 - Summary of raversal trades of ths Noticee
5) Annexure 5 - Copy of SAT Judgment dated May 13, 2022
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F An Interim order disted August 20, 2015 (hersinafter referred Io as I arim ordar”)
(placed & Annexure i'jmmuerEBIhﬂnmdllw
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. Subsaquent to pessing of sforsmentioned Interim order againsi 69 entties, SEB! also

2018, March 08, 2018, March 14, 2016, March 15, 2016, March 18, 2018 and
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interventions and various comeclive measures

and Infroduction of Reversal Trade
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"Liquidity Enhancement Incantive Programmes®
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_ ; Il Is observad was genaralsd In
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iv}khplnimdlnﬁﬂmnrﬂ-rlﬂnmkmmm by SEBI, BSE discontinued the
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with sffect from October 16, 2045
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