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Star India Market Research

\/(,Pﬂ)p.: Shri Dharmendra Kumar)
(SEBI Registration No.: INA000003627)
Office No 307, B Block,
3 Floor, Corporate House,

Beside DAVV University, Regal Squre
Madhya Pradesh — 452 001

302, Mainashri Apartments,
Nx Janki Nagar, Indore
Madhya Pradesh — 452 001

Email ID:- starindiaresearch@gmail.com-,
Support@starindiaresearch.com; lodhi.aditya@gmail.com

Sub: Show Cause Notice under Regulation 27(1) of the Securities and
Exchange Board of India (Intermediaries) Regulations, 2008 (hereinafter referred
to as “Intermediaries Regulations”), in the matter of Star India Market Research.

The Designated Authority (‘DA’) has submitted an Enquiry Report dated August 23, 2023 in
respect of the enquiry conducted against you (copy enclosed). The DA, vide the said Enquiry
report, has recommended that the certificate of registration of Star India Market Research
(Registration.Number INAO00003627) may be cancelled.

You are hereby called upon to show cause as to why action as recommended by the
DA, or any other action in terms 6f Regulations 27 and 35 of the SEBI (Intermediaries)
Regulations, 2008, as deemed fit by the Competent Authority, should not be taken
against you.

Your reply to this show cause notice, along with documents that you may choose to
rely upon in support of your reply, if any, should reach the undersigned, at the address
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given below as well as through email at “rajeswarir@sebi.gov.in” within 21 days of
receipt of this notice, failing which it shall be presumed that you have no reply to submit
and SEBI shall proceed in the matter as it deems fit. You are also advised to indicate
in your reply if you would like to avail of an opportunity of personal hearing before the
Competent Authority.

Securities and Exchange Board of India
1st Floor, Plot No. C-7, 'G' Block,
Bandra- Kurla Complex,
Bandra (E), Mumbai- 400 051
P

Rajeswari Rath

Enclosure:
1. Copy of DA Report dated August 23, 2023






BEFORE THE DESIGNATED AUTHORITY
SECURITIES AND EXCHANGE BOARD OF INDIA
(ENQUIRY REPORT NO: ENQ/AK/AS/2023:24/28871)

UNDER REGULATION 26 OF THE SECURITIES AND EXCHANGE BOARD OF
INDIA (INTERMEDIARIES) REGULATIONS, 2008 IN RESPECT OF

Star India Market Research
SEBI Registration No - INA000003627 -

, (Proprietor: Dharmendra Kumar)
S (PAN — AJZPL7369K)
Address — 307, B-Block, 3" Floor, Corporate House,
Beside DAVV university, Regal Square,
Indore, Madhya Pradesh - 452001
i Email- starindiaresearch@gmail.com; Iodhi..aditya@gmail. com

In the matter of Star India Market Research

BACKGROUND OF THE CASE
1 ‘Sebutities and Exchange Board of India (hereinafter referred to as “SEBI"”) had
conducted examination of Star India Market Research (hereinafter referred to as
O ‘Noticee/ SIMR"). The Noticee is registered as an Investment Adviser
' (hereinafter referred to as “IA”) undef the SEBI (Investment Advisers)
Regulatioris, 2013 (hereinafter referred.to as “IA Regulations”), with effect from
October 12, 2015. The examination entailed, inter alia, an analysis of the details
available on the website of Noticee viz. wivw. Starindia‘?éseérch.-t;om; complaints
_ﬁlea ;a'g'éin“st.‘.the Noticee and documents attached with the said complaints such
as .Ris‘k"pr";ﬁlihgﬂFdrm (hereinafter referred to as “RPF"), KYC_,..in\’/oi‘ceSI receipts
issued to cliéhié‘, etc. Based on the findings of 'the-e)_gémination, it wés--»al_l‘eg-ed
that the Noticee has violated various provisions of SEBI Act, 1992 (hereinafter
referred to as “SEBI Act”), |A Regulations, SEBI (Prohibition of Fraudulent and
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Unfair Trade Practices Relating to Securities Market) Regulations, 2003
(hereinafter referred to as “PFUTP Regulations”), and circulars issued by SEBI.

APPOINTMENT OF DESIGNATED AUTHORITY

Upon being _satisﬁed‘ that there were sufficient grounds to initiate enquiry
proceedings against the Noticee, SEB| appointed undersigned, vide order dated
June 15, 2023 as the Designated Authority (hereinafter referred to as “DA”)
under Regulation 24 of SEBI (Intermediaries) Regulations, 2008 (hereinafter
referred to as “Intermediaries Regulations”), to enquire into the alleged
violations by the Noticee and give recommendation by way of a report in terms

of Regulation 26 of Intermediaries Regulations.

SHOW CAUSE NOTICE, REPLY AND HEARING

Show Cause Notice Ref. No. EAD-6/AK/AK/27813/1/2023 dated July 11, 2023
(hereinafter referred to as “SCN”) was issued to the Noticee in terms of
Regulation 25 of Intermediaries Regulations to show cause within 14 days of the
date of receipt of the SCN as to why an inquiry should not be held against it and
why appropriate recommendation should not be made in terms of Regulation 26
of the Intermediaries Regulations, for the alleged violations committed by the
Noticee. The SCN, along with annexures, was sent through Speed Post
Acknowledgement Due (SPAD). However, the SPAD returned undelivered.
Further, the digitally signed SCN was sent through email on July 11, 2023, and
the same was duly delivered to the Noticee.

A brief of alleged violations by the Noticee as per the SCN is given hereunder;

4.1 Clauses 1, 2, 5, 6 and 8 as specified under Third Schedule of Code of
Conduct for Investment Advisers read with Regulation 15(9) of IA
Regulations. J |

4.2 Regulation 3 (a), (b), (¢) and (d), 4(1) and 4(2)(k), 4(2)(0) and 4(2)(s) of

~ PFUTP Regulations read with Section 12A(a), (b) and (c) of SEBI Act, 1992
(hereinafter referred to as “SEBI Act”).

4.3 Regulation 13, 16 and 17 of IA Regulations.
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4.4 Regulations 15(1), 15(12), 16(a), 16(b), 16(c) and 16(d), 1'7_(a) and 17(e) of
IA Regulations.

4.5 Regulations 6(b) and 6(f) read with Regulations 7(1)(b) and 13(a) of the IA
Regulations.

4.6 SEBI Circilar CIR/OIAE/2014 dated December 18, 2014.

4.7 Regulation 21(1) read with Regulation 28(f) of 1A Regulations.
4.8 SEBI Order dated November 13, 2019

I note that no reply was received from Noticee till August 03, 2023. Ini the interest

of principles of natural justice, vide hearing hotice {HN) -d-ate,d August 03, 2023,
the Noticee was accorded an opportunity of personal hearing on August 22,

2023. The digitally signed HN was sent to the Noticee through email on August

08, 2023 and was also hand delivered at the. registéred office. of the Noticee at

'Inddr'e. However, the Noticee :neither.-submitted any response to the SCN nor

availed the opportunity of personal hearing.

CONSIDERATION OF ISSUES
| have taken into consideration the facts and material Lava_i'l‘é_lblg on record. The
issues that arise for consideration in the present case are as follows:

'ISSUE No. I: Whether the Noticee violated various provisions of SEBI Act,

PFUTP Regulations, 1A Regulations and provisions of SEBI circulars as alleged
in the SCN? i

ISSUE No. II: If yes, then what recommendation should be made under
Regulation 26 of the Intermediaries Regulations?

Before moving forward, it is pertinent to refer to the relevant provisions which are
alleged to have been violated by the Noticee. The said provisions are reproduced

hereunder:

Enquiry report in the matter of In the matter of Star Iridia Market
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IA Regulations

Consideration of application and eligibility criteria.
6.For the purpose of the grant of certificate the Board shall take into account all matters
which are relevant to the grant of certificate of registration and in particular the
following, namely, —

(b)in case the applicant is an individual, he and all persons associated with investment

“advice are appropriately qualified and certified as specified in regulation 7;

() whether the applicant, its parters, principal officer and persons associated with
investment advice, if any, are fit and proper persons based on the criteria as
specified in Schedule II of the Securities and Exchange Board of India
(Intermediaries) Regulations, 2008;

Qualification and certification requirement.
7.(1) An individual investment adviser or a principal officer of a non-individual
investment adviser registered as an investment adviser under these regulations, shall
have the following minimum qualification, at all times —

(b) An experience of at least five years in activities relating to advice in financial

products or securities or fund or asset or portfolio management;

Conditions of certificate.
13..The certificate granted under regulation 9 shall, inter alia, be subject to the following
conditions:-
(a)the investment adviser shall abide by the provisions of the Act and these regulations;
(b)the investment adviser shall forthwith inform the Board in writing, if any information
or particulars previously submitted to the Board are found to be false or misleading
in any material particular or if there is any material change in the information
already submitted;
(c)the investment adviser, not being an individual, shall include the words ‘investment

adviser’ in its name:
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Provided that if the investment advisory service is being provided by a separately
identifiable department or division or a subsidiary, then such separately identifiable
department or division or subsidiary shall include the words ‘investment adviser’ in
its name '

(aDzndzvzduals registered as investment advzsers shall use the term ‘investment adviser’
in all their correspondences with their clients

(e) individuals registered as investment advisers whose number of clients exceed one
hundred and fifty in total, shall apply for registration as nori—ihdfvidﬁa’l investment

adviser within such time as may be spéczﬁed by the Board. ke

A General responsibility.
E 15.(1) An investment adviser shall actina fiduciary capacity towards its clients and shall

dzsclose all conflicts of interests as and when they arise.

(9) An investment adviser shall abide by Code obenduct as specified in Third Schedule
(12) Investment advisers shall furnish to the Board information and reports as may be

specified by the Board from time to time.

Risk profiling.
16.Investment adviser shall ensure that,-
(a)it obtains from the client, such information as is necessary for the purpose of giving

investment advice, including the following:-

‘el
K

()age;
(ii)investment objectives including time for which they wish to stay invested, the

purposes of the investment ;
(iii)income details;
(iv)existing investments/ assels;
(v)risk appetite/ tolerance;
(vi)liability/borrowing details.
()it has a process for assessing the risk a client is willing and able to take, including:

(i)assessing a client’s capacity for absorbing loss;
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(ii) identifying whether client is unwilling or unable to accept the risk of loss of
capital;
(iii) appropriately interpreting client responses to questions and not attributing
inappropriate weight to certain answers.

(c)where tools are used for risk profiling, it should be ensured that the tools are fit for
the purpose and any limitations are identified and mitigated;

(d)any questions or description in any questionnaires used to establish the risk a client
is willing and able to take are fair, clear and not misleading, and should ensure that:
(f‘) questionnaire is not vague or use double negatives or in a complex language that
the client may not understand, -
(ii)questionnaire is not structured in a way that it contains leading questions.

(e)risk profile of the client is communicated to the client after risk assessment is done;

(Dinformation provided by clients and their risk assessment is updated periodically.

Suitability.
17.Investment adviser shall ensure that,-
(a)All investments on which investment advice is provided is appropriate to the risk
profile of the client; ,
(b)It has a documented process for selecting investments based on client’s investment
objectives and financial situation;
(c)It understands the nature and risks of products or assets selected for clients;
(d)It has a reasonable basis for believing that a recommendation or transaction entered
into:
(i)meets the client’s investment objectives;
(ii)is such that the client is able to bear any related investment risks consistent with
its investment objectives and risk tolerance;
(iii) is such that the client has the necessary experience and knowledge to understand
the risks involved in the transaction.
(e)Whenever a recommendation is given to a client to purchase of a particular complex
financial product, such recommendation or advice is based upon a reasonable

assessment that the structure and risk reward profile of financial product is
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consistent with clients experience, knowledge, investment objectives, risk appetite

and capacity for absorbing loss.

. Redressal of client grievances.

21.(1) An investnrent adviser shall redress client grievances promptly.

Liability for action in case of default,
28.An investment adviser who —
(Dfails to resolve the c"o_mpléints. of investor's or fails to give a satisfactory reply to the
Board in this behalf; shall be dealf with in the manner provided under the Securities
and Exchange Board of India (Intermediaries) Regulations, 2008.

THIRD SCHEDULE

CODE OF CONDUCT FOR INVESTMENT ADVISER

1. Honesty and Fairness
An investment adviser shall act honestly, fairly and in the best interests of its clients
and in the integrity of the market

.- Diligence
" An investment adviser shall act with due skill, care and diligence in the best interests
of its clients and shall ensure that its advice is offered after thorough analysis and
taking into account available alternatives.

S. _Infbr'matio,n to its clients An investment adviser shall make adequate disclosures of
relevant material information while. .dealing with its clients.

6. Fair and reasonable charges An investment qdﬁiser‘ advising a client may charge fees,
subject to any ceiling as may be specified by the Board. The investment adviser shall
ensure that fees charged to the clients is fair. and reasonable.

8. Compliance An invesiment adviser including its partners, principal officer and persons
associated with investment .advice shall comply with all regulatory requirements
applicable to the conduct of its business activities so as to promote the best interests

of clients and the integrity of the market.

M$ %Qo
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PFUTP Regulations
3. No person shall directly or indirectly—

(a)buy, sell or otherwise deal in securities in a fraudulent manner;

(b) use or employ, in connection with issue, purchase or sale of any security listed or
proposed to be listed ih a recognized stock exchange, any manipulative or deceptive
device or contrivance in contravention of the provisions of the Act or the rules or the
regulations made there under

(c) employ any device, scheme or artifice to defraud in connection with dealing in or
issue of securities which are listed or proposed to be listed on a recognized stock
exchange; |

(d)engage in any act, practice, course of business which operates or would operate as
Jfraud or deceit upon any person in connection with any dealing in or issue of
securities which are listed or proposed to be listed on a recognized stock exchange
in contravention of the provisions of the Act or the rules and the regulations made

there under.

4. Prohibition of manipulative, fraudulent and unfair trade practices

(1) Without prejudice to the provisions of regulation 3, no person shall indulge in a
fraudulent or an unfair trade practice in securities.

(2) Dealing in securities shall be deemed to be a manipulative fraudulent or an unfair

trade practice if it involves any of the following:

(k) disseminating information or advice through any media, whether physical or
digital, which the disseminator knows to be false or misleading and which is

designed or likely to influence the decision of investors dealing in securities;
(s)mis-selling of securities or services relating to securities market

Intermediaries Regulations
Recommendation of action
26. (1) After considering the material available on record and the reply, if any, the

designated authority may by way of a report, recommend the following measures,—

Enquiry report in the matter of In the matter of Star India Market Re
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(i) disposing of the proceedings without any adverse action;
(i) cancellation of the certificate of registrition;
(iii) suspension of the certificate of registration for a specified period;

(v) pro,h_ibz‘-'tion of the noficee from taking up any new assignment or contract or

* launching a new scheme for such the period as rhay be specified;

(v) debarment of an officer of the noticee from being employed or associated with any

registered -inte'rmeidido: or other person associa'teﬁ with the securities market for such
period as may be specified;

(vi) debarment of a branch or an office of the noticee from carrying out activities for

" such period as hay be specified:

(vii) issuance of a regulatory censure to the noticee:

Provided that in respect of the same. certificate of registration, not more than five
regulatory censures under these regulations may be recommended to be issileci
thereaﬁ'ef; the action as detailed in clause (i) to (Vi) of this sub-regulation may be
c‘_o_nsidéred_.

IA4 Regulations

Liability for action in case of default

28, An investment adviser who -

(a) contravenes any of the provisions of the Act or any regulations or circulars
issued thereunder;

(b) fails to Jurnish any information relating to its activity as an investment Adviser
as required by the Board;

(c) furiishes to the Board information which is false or misleading in any material
particular;

(d) does not submit periodic returns or reports as required by the Board;

(e) does not co-operate in any enquiry, inspection or investigation conducted by .the
Board;

() fdils to resolve the complaints of investors or fails to give a satisfactory reply to the
Board in this behalf, shall be dealt within the manner provided under the Securities
and Exchange Board of India (Intermediaries) Regulations, 2008.

Page 9 of 40
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ISSUE No. I: Whether the Noticee violated provisions of SEBI Act, PFUTP

Regulations, IA Regulations and provisions of SEBI circulars as alleged in

the SCN?

| note that based on the examination of documents / information provided by

Noticee and complainants, SEBI had, prima facie, found the following:

8.1.Proprietor of Noticee had submitted his incorrect experience details to SEBI
at the time of seeking Registration as an IA.

8.2.Noticee had been promising assured/guaranteed returns to its clients.

8.3.Noticee had failed to render advice to its clients after receipts of fees.

8.4. Noticee had been charging unreasonable fees same package

8.5.Noticee had failed to redress Investor Grievances |

In view of the above observations, it was found that Noticee had violated the
provisions of 1A Regulations, PFUTP Regulations, SEBI Act and SEBI Circular
CIR/OIAE/1/2014 dated December 18, 2014 and failed to comply with SEBI
Order dated November 13, 2019. Based on the findings of the examination,

interim ex-parte order dated ﬂg\iember 13, 2019 was passed against the Noticee

runder Sections 11, 11B and 11D of the SEBI Act read with Regulation 35 of the
Intermediaries Regulations. SEBI, vide letter dated August 19, 2020, advised the
Noticee to submit information, interalia, w.r.t. compliance with SEBI's interim
order dated November 13, 2019. Vide aforesaid letter, SEBI also advised the
Noticee to submit contact details of its compliance officer, copy of risk profile
form(s), details of all the bank accounts of Noticee, its proprietor along with their
statements, client master data, total number of clients along with their assets
under advisory, sample copy of agreement entered into with the clients, sample
copies of invoices for different strategies., details of fee structure, details of year
wise fees collected since date of registration and copy of audited financial
statements for last three years, etc.

The aforesaid letter was sent to the proprietor viz. Mr Dharmendra Kumar and
was duly served through email and Registered post. However, Mr Dharmendra
Kumar, proprietor of Noticee, failed to respond. Thereafter, vide emails dated

Enquiry report in the matter of In the matter of Star India Market Res
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May 14 and 23, 2022, Mr Dharmendra Kumar, was again advised to file aforesaid
information. However, no resporise was received. Accordingly, the final
examination was carried out on the basis of the data/ information/ documents
available on record, Bank account statements and information/ documents
received from the complainants.

11 In note that for the purpose of examination, 23 unique pending complaints which
were received post August 23, 2019, i.e. the date of the Interim Order, were
considered. Name of the complainant, SCORES Registration No., and date of

- receipt of complalnts are reproduced as under

Sr.No. | Registratlon No Complalnant Name Date of Receipt

1 | SEBIE/MP21/0000438/1 Trph Goyal 18/02/2021
2 | SEBIE/MP21/000039471 Rajéev Kumar 0770212021
3 | SEBIE/MP21/000017711 Vikrarh M Shah 26/12/2020
3 'JSEBIEIMP2010001892/1 Yogesh Sririvas More ~08/10/2020
5 SEBIEIMP20/0001729/1 ‘Hamander Singh 08/08/2020
© | SEBIE 02/1 Pilli Bhaskhar 020772020
7 | SEBIEIPZ0/000134671 Vikas Prajapat 2200672020
8 | SEBIE/MP20/0001302/1 Venugopal 01/06/2020
9 SEBiEIMP2010001248/1" "Dasaradhi Pothur 10/07/2020
0| " Sunil Sukadev Lokhande 1510212020 |
11 Nayan Vaghasia 07112/201,9'7
12 "Push £ r‘Saxena 05/12/2019
13 TP Snmvasavaradan 25/11/2019 |
14 _Jubald ”Raza Sarﬁ 08/08/2019
15 SEBIEIMP19/0002730/1. Raghunath Gadre 221172018
16 - SEBIEIMP19/0002460I1 Kuresh Sahu 21/00/2019
17 Prashan K_Shabadl 12/0972019
18 Karan'-kumar 7Self 30/08/2019
19 E ar 170012018
20 | / 156 | Kmhlkar ManOJ Arvind 09109/20195 :
21 ',SEBIEIMP‘I 9/0002090/1 "Pradeep Singh| Rawat "28/08/2019
22 | SEBIEMP20/00016931 “Shaktiyvelan "28/0/2020
23 'SEBIE/MP19/0000733/1, Mr. Mamidi Jibratan 05/06/2022 |

12 For detailed examination of the aforesaid complaints, following details and

documents were sought by sending emails dated April 14, 2022, to the

abovementioried complainants pertaining to their complaints registered on
SCORES portal:
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Call recordings, if any.

details, if any.

Invoices received from the Noticee.
Any email correspondences with the Noticee.
WhatsApp Chats with Noticee,; if any.

| 66

Risk Profile Assessment forms received from the Noticee.
Suitability Assessment received from the Noticee.

Supporting evidence with regard to sharing of demat and broking account

h. Whether the Noticee had assured profits or guaranteed returns. If yes,

provide supporting evidences.

i Summary of payments made to the Noticee, in the attached excel format,

along with the payments proof.

j- Evidence for allegations made against the Noticee, if any.

13 Following complainants submitted certain documents such as copies/ screenshot

of payment invoice, call recordings, risk profile assessment etc.:

Sr. No. Registration No Complainant Name
1 SEBIE/MP21/0000438/1 Tripti Goyal
2 SEBIE/MP21/0000394/1 Rajeev Kumar
3 SEBIE/MP21/0000177/1 Vikia_m M Shah
4 SEBIE/MP20/0001892/1 Yogesh Srinivas More
5 SEBIE/MP20/0001729/1 Hamander Singh
6 SEBIE/MP20/0001402/1 Pilli Bhaskhar
7 SEBIE/MP20/0001346/1 Vikas Prajapat
8 SEBIE/MP20/0001302/1 Venugopal
9 SEBIE/MP20/0001248/1 Dasaradhi Pothuri
10 SEBIE/MP20/0000739/1 Sunil Sukhadev Lokhande
1 SEBIE/MP19/0002890/1 Pushkar Saxena
12 SEBIE/MP19/0002754/1 T P Srinivasavaradan
13 SEBIE/MP19/0002730/1 Raghunath Gadre
14 SEBIE/MP 198/0002090/1 Pradeep Singh Rawat
15 SEBIE/MP20/0001992/1 Shakthiyvelan
16 SEBIE/MP19/0000733/1 Mr. Mamidi Jibratan

14 Based on the material available

on record and information received from the

complainants, the following was alleged in the SCN against the Noticee:

e

—
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14.1. Promising High Returns to Clients on their investment

14.1.1. It was observed that vide email dated April 20, 2022, complainant Mr.
Venugopal V J stated that the Noticee had repeatedly assured profits and
guaranteed returns for the fees pald to the broker. The Noticee had asked
for Rs 12.5-Lakhs as service charges wrth assured profits of 2 to 3 times
above service charges. Mr. Venu,ggpal also subniitted  a copy of a
brochure of the Noticee for a product viz.-‘Panel Service Plan’, whereinit -
was stated that ‘You may get 3 times profit of your subscription amount till then
yo'z;r service will be continuing’ with the service charges as Rs. 12,50,000/-

14.1.2. It was observed that Mr. Venugopal V J also fumished copies of call
- recordings of conversation with employees of the Noticee. It was observed
from the call recording in file name ‘20160618_131852 +917316653497-
Pratik.3gpp’ that em‘p‘loyee of _th,e, Noticee explained.about ‘Panel Service
Plan’ offered by the Noticee and stated that ‘Let me tell you few tricks which

can earn a profit on daily basis without help of any advice .

14.1.3. Further, it was observed that another complainant viz. Ms. Tripti Goyal,
vide email dated April 15, 2022, submitted information and certain
documents pertaining to her complaint. The: é.fdré'said complainant also
stated in her reply that she had filed a police complaint against the Noticee
and also attached a copy of police complaint dated October 03, 2019;
against the Noticee. It was observed from the aforesaid police complaint
that two officials of the Noticee had called Ms. Tripti Goyal on multiple
instances and assured that-she could earn Rs. 5 to 6 Lakhs every month
by investing Rs 3 lakh.

14.1.4. In view of the above, it was observed that the Noticee, who is a SEBI
registered Investment Advisor, through its brochur_es off"e_red 3 times profit
on the subscription amount. Fu_rthér, its reprt';:és"enfatives were teaching
people ‘tricks’ to eam profits on securities market daily, despite being well
aware that all the investments in securities market are subject to market
risk and that accuracy of recommendations and high returns could not be

assured.
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14.1.5. Therefore, it was alleged that the Noticee has violated the provisions of
@\d Clauses 1, 2, 5 and 8 as specified under Third ’
Schedule of Code.of Conduct for Investment Advisers read with
Regulation 15(9) of the IA Regulations. Further, it was alleged that the act
of assuring accuracy of recommendations and high returns from securities
market by the Noticee was fraudulent and done with an intention to bring
more-customers, resultihg in violation of provisions of Regulation
(b)((c), (d), 4(2)k) and (s) of the PFUTP Regulations read with Section
12A(a), (b) and (c) of the SEBI Act. )3)

Q):
14.2. Failure to carry out Risk Profiling v

14.2.1. In terms of Regulation 16 of the IA Regulations; an Investment Advisor is o \
mandated to carry out risk profiling of the clients for ascertaining client's *
risk tolerance. In this regard, it was observed that, vide email dated April (>3
18, 2022, complainant viz. Mr Dasaradhi Pothuri, stated, interalia, that he
was not provided any kind of risk profile assessment. Similarly, another
complainant viz. Mr. Venugopal V J, vide his email dated April 20, 2022,
also stated that he did not receive any risk profile assessment form from
the Noticee.

14.2.2. Further, vide emails dated May 14 aﬁd 23, 2022, SEBI advised the Noticee
to fumish copies of RPFs of complainants. However, the Noticee failed to
respond. Therefore, in absence of reply from the Noticee and in view of
the information submitted by complainants viz. Ms. Dasaradhi Pothuri and
Mr. Venugopal V J, it was alleged that the Noticee failed to carry out Risk
Profiling of the aforesaid complainants, resulting in violation of provisions

of Regulation 16 of the A Regulations.

14.3. Failure to carry out Suitability Assessment
14.3.1. In terms of Regulation 17 of the 1A Regulations,; it is, inter alia, mandated

that all investments on which investment advice is provided is appropriate
to the risk profile of the client. It should be, inter alia, based on client’s
investment objectives and financial situation. Further, the investment

“‘es 5’%
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advice should be such that the client is able to bear any related investment
risks consistent with its investment objectives and risk tolerance.

14.3.2. Vide emails dated April 14, 2022, complainants were, interalia, requested
to prowde copies of Suitability Assessment received from the Notlcee
However, . none of the complainants were able to provide copies of
suitability assessment carried out by the Noticee. It was observed that
multiple complainants viz. Mr. Pradeep Rawat, Mr. Rajesv Maurya, Ms.
Dasaradhi Pothuri and Mr. Venugopal V J had stated that they dld not
receive copies of Suitability Assessment from the Noticee.

14.3.3. Vide ‘emails dated May 14 and 23, 2022, the Noticee was, interalia;
advised to furnish copies of Suitability Assessment of complainants.
However; the Noticee failed to respond. Therefore, in absence of reply
from the Noticee and in view of the information submiitted by complainants
viz..Mr. Pradeep Rawat, Mr. Rajeev Maurya, Ms. Dasaradhi Pothuri and
Mr. Venugopal V J, it was alleged that the Noticee failed to carry out
Suitability Assessment of its clients, resulting in violation of provisions of
Regulation 17 of the 1A Regulations.

14.4. Noticee carried out. |mprroper Risk profiles of clients and failed to

conduct due dlhgence ‘
14.4.1. In terms of Regulatlon 16 of the IA Regulations, the IA, before seiling any

products to clients, should assess the risk client would be able to take and
sell the suitable  products accordingly in the best interest of clients.
However, it was observed that the Noticee failed to carry out risk profiling -
at the first time in case of 6 of clients. Details of such instances are stated

in'subsequent paragraphs.

14.4.2. Complainant: Sunil Lokhande

Risk Profile dated April | Risk Profile dated June
18,2019, 04, 2019
Risk Classification Stock Option Stock Cash Platinum
SegmentRisk | FaOrHigh Cash/Medium
“Will you prefer medium n'sk-; 'mefdium gain V'Do"Nojt Prefei Prefer
or high risk, high gain
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Risk Profile dated April Risk Profile dated June
18, 2019 04, 2019
When market is not . performing well, | Prefer Indifferent

would you like to invest in more risky
investment, instead of less risky
investment to earn high return?

High risk is associated with high return, | High Medium
rpedium risk is associated with medium
returns and low risk is associated with low
returns? What risk you can bear (not
prefer)?

In which of the following market | Derivatives Stocks
segments have you traded previously?

Stock, Derivatives Stocks

With reference to above questionnaire | Aggressive Moderate
clients profile is considered as

Products sold After both risk profiles Index Option and Option Platinum Cash

It was observed from the documents submitted by complainant Mr. Sunil
Lokhande, that the Noticee carried out his risk profiling twice i.e. on April
18, 2019 (RPF SL1) and June 04, 2019 (RPF SL2). However, in both the
risk profiles, answers of various questions had changed. For instance, in
response to same question ‘ Will you prefer medium risk, medium gain or high
risk, high gain’, answer changed from Do not Prefer to Prefer. Similarly,
reply of question ‘ When market is not performing well, would you like to invest
in more risky investment, instead of less risky investment to earn high return?’
changed from prefer to indifferent. It was further observed that in RPF SL1
and 2, category of complainant was changed from Aggressive to
Moderate and Segment/Risk of the client was modified to Cash/Medium
from F&O/High.

14.4.3. Complainant: Tripti Goyal

Risk Profile dated

Risk Profile dated

November 19, 2018 December 22, 2018
Risk Classification Stock Option Premium Stock Cash Platinum
Segment/Risk ) F & O/ High Cash/Medium
In which of the following market Derivatives Stocks Stock,
segments have you traded
previously?
With reference to above Aggressive Aggressive
questionnaire clients profile is
considered as
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Risk Profile dated Risk Profile dated
November 19, 2018 December 22, 2018
Products sold After both risk profiles | Index "Oﬁtion and 'O'p‘tiOnf Platinum CGash

It was observed that the Noticee carried out risk profiling of Ms. Tripti

Goyal twice i.e. on November 19, 2018 (RPF T1) and December 22, 2018

14.4.4,

14.4,5.

(RPF T2). It was observed that in both the risk profiles, answers of various
questions had changed. As per RPF T1 as on November 19, 2018, Ms.

Tripti Goyal had traded. previously in Derivative Stocks while as per RPF

T2, as on December 22, 2018 she has traded previously in Stocks.
Further, as per RPF T1 her Risk Classification was Stock Option Premium
and as per RPF T2 her Risk Classification changed to Stock Cash

Platinum,
Complainant: TPS Vardan
RISk Profile dated May 31, 2018 Risk'Profile dated June
30,2018

Risk Classificaion | StockCash | BlueChipTips
TnvestmentGoal | Capital Appreciation Regular Income
Proposed investment ) 'B'elov_»)’1 Lakh 2to 5 Lakh
am'punt
Maiket Value of Portiolioc | Below 1 Lakh Z-513kh
held
Size of emergency fund 1-3 month income 36 month income
Products sold After both risk | Slock Gagh and Biue Chip Tips Biue Chip Tips
profiles

It was observed that the Noticee carried out risk profiling of Mr. TPS
Vardan twice i.e. on May 31, 2018 (RPF V1) and on June 30, 2018 (RPF
V2). As per RPF V1, complainant's Risk Classification was Stock Cash
and as per RPF V2 the Risk Classification changed to Blue Chip Tips.
Further, Investment Goal was stated to be Capital Appreciation in RPF
V1, which changed to Regular Income in RPF 2. It was further observed
that there were changes in parameters like Proposed in'\‘/estment amount,

Size of emergency fund and market value of portfolio held from RPF V1

to RPF V2. |
Complainant: Pushkar Saxena
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Risk Profile dated Risk Profile dated
January 22, 2019 January 31, 2019

Risk Classification Stock Cash Nifty Option

Segment/Risk Cash/Medium F & O/ High

Will you prefer medium risk, medium Prefer Do Not Prefer

gain or high risk, high gain

When market is not perfoiming well, Indifferent Prefer

would you like to invest in more risky

investment, instead of less risky

investment to earn high retum?

High risk is associated with high retum, | Medium High

medium risk is associated with medium

returns and low risk is associated with

low returns? What risk you can bear (not

prefer)?

In which of the following market Stocks Stock, Derivatives Stocks

segments have you traded previously?

Proposed Investment Amount Below 1 Lakh 1102 Lakh

Market value of Portfolio Held Below 1 Lakh 1 to 2 Lakh

With reference to above questionnaire Moderate Aggressive

clients profile is considered as _

Products sold After both risk profiles Stock Cash Index Option, HNI Tips

It was observed from the documents submitted by complainant viz. Mr.
Pushkar Saxena, that the Noticee carried out his risk profiling twice i.e. on
January 22, 2019 (RPF P1) and on January 31, 2019 (RPF P2). It was
observed that in both the risk profiles, answers of various questions had
changed. For instance, in response to the same question ‘Will you prefer
medium risk, medium gain or high risk, high gain’, answer changed from
Prefer 1o Do not Prefer. Similarly, reply of question ‘When market is not
performing well, would you like to invest in more risky investment, instead of less
risky investment to earn high return?’ changed from indifferent to prefer.
Further, reply to the question ‘In which of the following market segments have
you traded previously?’ changed to ‘Stock Derivatives’ from ‘Only Stock’ in
matter of 9 days. It was further observed that in RPF P1 and P2, category
of complainant changed from Moderate to Aggressive and Segment/Risk
of the client was modified to F&O/High from, Cash/Medium, earlier. After
RPF P1, Noticee had sold product viz. Stock Cash while after RPF P2,

Noticee had sold products viz. Index Option and HNI Tips.
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14.4.6. Complainant: Sudhir Kumar Singh

169

Risk Profile dated Risk Profile dated
November 20, 2018 November 23, 2018
'Rrsk Classiﬁmhon Stock Cash Premlum ‘Star Bulls Eye Plan
-SegmenVRrsk —CashIMedlum CashIMedlum F &0/
v “High
Wll you prefer editm: rAisk,'mediu*m gain j Prefer “Do Not Prefer
or hrgh nsk hlgh galn :
When market is not performmg well, would- -lndrffe'rehi Prefer
you hke 1o mvest ln more nsky investment,
Instead of less risky investment to eam
highretuin? _
Hig h is: assoclated wrth h:gh retum. ijediurﬁ "High
-mednum risk is assocnaled with medium
retums and-low fisk is associated wuth low
retums? What risk you-can bear (not
prefer)?
In. whlch of the followmg ’market segments | Stocks Stock, Derivatives Stocks
hav‘ you traded ewously° = '
--Wrth referenoe to above. questronnalre , "M'o‘derate Aggressrve
cllents prof e is consrdered *ae £ e _
Products sold “After both nsk profles "Cash Premium S't'éfr‘~$d'lls Eye Pléh, ‘SWirig
Trades

It was observed from the documents submitted by complainant Mr. Sudhir
Kumar Singh, that'the Noticee had carried out his risk profiling twice i.e.

on January 22, 2019 (RPF $1) and'on January 31,2019 (RPF S2). In both

the risk profiles, answers of various questions changed. For instance, in

response to same quesfion ‘Will you prefer medium risk, medium gain or high

ris?g;'high gain’, answer changed from Prefer to Do not Prefer. Sin'"’lil_,atjly; reply
of Quésﬁd_n ‘When market is natperfohnirgg well, would you like to invest in more
risky investment, instead of less nsky investment to earn high return?’ changed

from indifferent to prefer. Further, reply to the question ‘In which of the
Jollowing market segments have you traded previo’usly? ’ changed to ‘Siock,

Derivatives’ from “Only Stock’ in matter of 9 days. Further, in RPF S1 and
S2, category of -comi:léinant changed from Moderate to Aggressive and
Segrrient/Fi'isk of the client was modified to"'F&O/Higﬁ from, Cash/Med ium,
earlier. After RPF S1, the Noticee sold product viz. Stock Cash while after
RPF S2, the Noticee sold products viz. Index Option and HNi Tips.
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" 14.4.7. Complainant: Mamidi Jibratan

14.4.8.

14.4.9.

Risk Profile dated Risk Profile dated
December 28, 2017 January 10, 2018
Risk Classification Stock Cash/Medium HNI/ High
Segment/Risk Cash/Medium F & O/ High
In which of the following market Stocks Derivatives Stocks
segments have you traded
previously?
Products sold After both risk profiles | Stock Cash HNI Tips

It was observed from the documents submitted by complainant Mr. Mamidi
Jibratan, that the Noticee carried out his risk profiling twice i.e. on
December 28, 2017 (RPF J1) and on January 10, 2018 (RPF J2). In both

N
/_)(‘Ab

-

the risk profiles, answers of various questions including preferencé for risk M(}

remained the same. However, risk classification of the complainant }\Q\Mﬁ}‘
changed from ‘Stock Cash/Medium’ to ‘'HNI/High’. Further, Segment/Risk ,mv‘)

of the complainant changed from ‘Casi/Medium’ to ‘F&O/High’ and past
trading experience changed from ‘Stock’ t6 ‘Derivative Stocks’ in matter o
2 weeks.

It.was observed that the Noticee changed risk profiling of the aforesaid 6
complainants in a span of 9 days to one month. Further, preferences and
replies of clients also had been shown to have changed drastically.
Category of clients had been changed from aggressive to moderate or
vice versa and there were other significant changes in various parameters
including preference for risk. It was observed that such significant
changes in multiple parameters of various clients in a short span of time
showed that the Noticee had not carried out Risk profiling of clients
properly in the first instance.

Regulation 16(a) of the IA Regulations, inter alia, states that an Investment
Advisor should ensure that it obtains from the client, such information as
is necessary for the purpose of giving investment advice, including age,
investment objectives, income details, existing investments/ assets and
risk appetite/ tolerance. Regulation 16(b) of the IA Regulations states that
IA is obligated to ensure that it has a process for assessing the risk a client
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is willing and able to take. Thus, it was observed that the Noticee should
have gathered required information about its prospective clients and
processed that information to assess the risk a client was willing and able
to take. However, it was observed that the Noticee failed to carry out
proper risk profiling at the first time in 6 instances mentioned above in
paragraph 14.4.2 fo 14.4.7. Therefore, it was alleged that by not carrying
out Risk profiling, Noticee violated the provisions of Regulstion 16(a) and
16(b) of the IA Regulations, and further, the Noticee failed to abide by
Code of Conduct for IA, resulting in violation of provisions of Clause 2 and
8 as specified in the Third Schedule read with Regulation 15(9) of IA

Regulations. -

14.5. Leading questions in the guestionnaire forRlsk Pljof_i[iqg‘

14.5.1.

14.5.2.

In terms of Regulation 16(d) of 1A Reguléfibns, it is mandated that any

questions or description in any questionnaires, which are used to

est_ablish, the risk a client is willing and able to take, has to be fair, clear
and not misleading. Further, the IA is required to ensure that (i)

questionnaire is not vague or use double negatives or in.a complex.
language that the client may not undérstand; (i) questionnaire is not

structured in a way that it contains leading guestions.

On péru‘sal of the Risk Profiling Questionnaire of the Noticee, it was
observed that some of the questions were leading in nature. For instance
Question 1: Would you invest, where a medium return is earned associated with
medium risk, instead of a high return associated with high risk‘?/D‘ifec‘t questions
to ascertain risk appetite?

Question 2: When market is not performing well, would you like to invest in
more ¥isky investment, instead of less risky investment to earn high return?/Direct
questions to ascertain risk appetite?

Question 3: High risk is associated with high returns, medium risk is associated
with medium returns and low risk is associated with low returns. What risk you

can bear?/Direct questions to ascertain risk appetite?
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14.5.3.

14.5.4.

14.5.5.

It was observed that the questions 1 and 3 were leading questions. For
instance, in question 1, the expression “medium return is earned associated
with medium risk, instead of a high return associated with high risk” would
inevitably lead the client to respond that he/ she could bear high risk as it
is associated with high return. It was observed that the correct question
should have been ‘high risk involves greater chances of losses, Medium risk
involves comparatively lesser chances of losses...”. It was observed that the
Noticee should have made the client aware that taking high risk would
mean chances of large amount of losses in the investment, so that the
client would have understood the risks associated with a high risk product.
It was observed that question 2 stated above was also a leading question.
The expressions ‘would you like to invest in more risky investment, instead of
less risky investment to earn high return’ emphasise on high return
associated with more risky investment and leads to a positive answer. It
was observed that the question was designed in such a way to put
possibility of profit on prominence and conceal associated possibility of
high losses. '

From the above, it was observed that the above mentioned questions in
the Risk Profile Questionnaire were leading, such that they had been
framed in such a manner that it would be difficult for the clients to
understand and provide an appropriate respbnse, It was further observed
that such questions had been framed to make the clients fall in the high
risk category so that they could be offered complex products like
derivatives. Therefore, it was alleged that the Noticee violated the
provisions of Regulation 16(d) of IA Regulations.

14.6. Selling Products and services to clients without Risk Profiling and

Suitability Assessment :

14.6.1.

As observed in paragraphs 14.3 and 14.4, the Noticee had allegedly failed
to carry out risk profiling of some of the clients and suitability assessment
of all of its clients. Further, it was observed from the invoices submitted by
the aforesaid complainants that they were sold various products on
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multiple occasions by the Noticee. Details of the products sold to the said

complainants are given below:

St.- | Néme of Products sold
No. | Complainant

; '.,,ﬁdéep Rawat Future Prermiim, Platinum Opfion, HNI Opfion Tips

2~" ’iVenu GopsIVJ Vi .Stock Cash MCX Premlum Servnces e
._Option Platmum Optlon Platinum Future Optlon
Premium

14.6.2. It was observed that the Notrcee falled to carry out risk. profiling of 6 of its
clients and -SUltablllty Assessment of all of its clients, arid furt_h_er., had been

3 ’ Rajeev Maurya

selling products to its clients without understanding whether that particular
product is suitable for that client or not: It was observed that the aforesaid
acts of the Noticee' were in complete disregard to the res‘ponsi'bi'lity
entrusted on it under the provisions of IA Regulations to act in a fiduciary
capacity and in the best interest of its clients. It was obsewe'd that as the
Noticeé had hot carried out Risk Profiling and sUitability~assessment of the
clients, it had not sold products to clients as per their risk category and
tolerance level.

14.6.3. Therefore, it was alleged that the Noticee violated the provisions of
Regulation 15(1) and 17(a) of IA Regulations, and allegedly failed to abide

_ by Code of Conduct for tA restilting in violation of provisions of Clauses 1

and 8 as specified in the Third Schedule read with regulatlon 15(9) of 1A
Regulations.

'ofrlts cllents

14.7. Offering products in dlsrggtrd to. risk: bea ng ca»_ aci
14.7.1. It was observed that some of . the cllents had stated their, gross annual
incomes to be in the range of Rs. 1- 5 lakhs, and th_.at‘they had little or no

prior expefience-with trading in securities. Details of the aforesaid clients
are provided below: .

-Sr. Cllent : Annual Products [Past No,. of Ptarcentage of
No. | Namie méb% sold Experience De‘pende‘n monthly
as. per ts tncome to
= el RPF {Rs.) ,pay debts
'K MrRajeev | 1105 Option, | Derivative, Very | 1-3 0to 20%
; Kumar Lakh Ootion less Experience
Premium in Equity
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Sr. Client Annual Products | Past No. of Percentage of
No. Name Income sold Experience Dependen | monthly
as per ts income to
RPF (Rs.) pay debts
2 Mr 1to 5 HNI Tips Derivative, Very | 1-3 Less than 20%
Shakthiyvel | Lakh less Experience
an in Equity
3 Mr Sunil 1105 Index Derivative, Very | 1-3 None
Lokhande Lakh Option, less Experience
Option in Equity
4 Mr TPS 1to 6 Blue Chip | Stock, Veryless | 1-3 Less than 20%
Varadan Lakh Tips Exp. in Equity
5 Mr 1fo5 Cash Stock, Very less | 3+ Less than 20%
Haminder - Lakh Premium Exp. in Equity
Singh ’
6 Ms Tripti ‘1105 Option Derivative, Very | 1-3 None
Goyal Lakh Premium, | less Experience
Index in Equity
Option

14.7.2. It was observed that all the above mentioned 6 clients had annual income
in the range of Rs. 1 to § lakhs. The clients had very less experience in
derivatives and equity trading. Further, they had a groés annual income
between Rs. 1 to 5 lakh to support 1 to 3 dependents, with 0-20% of their
monthly income used to pay debts. Being a registered investment Adviser,
the Noticee had a fiduciary duty to take care of its clients, which included
providing advice after exercising due skill, care and diligence of products
based on the risk appetite of its clients, in their best interest. It was
observed that considering little experience, annual income, no. of
dependents and debt; the risk bearing capacity of the aforementioned
clients was limited, and the aforesaid clients were not suitable for
derivative products, which are considered high risk due to the high
leverage involved. However, it was observed that the the Noticee had sold )
high risk products to the aforesaid clients on multiple occasions,§f&~°&b
irespective of their low risk bearing capacities. - '\%b S

fi

14.7.3. Therefore, it was alleged that the Noticee provided investment advice in [t
disregard to the risk profile of its clients and that its recommendations
were not based on clients’ experience and capacity for absorbing loss,

] . %F’?) 24 of 49
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resulting in violation of provisions of Regulation 17(a) and 17(e) and
Regulation 15(9) of the IA Regulations read with Clause 1 of the Code of
Conduct specified for Investment Advisers under Schedule Il of the IA
Regulations.

14.8, Offering HNI Services to Non-HNi clients

14.8.1.

14.8.2.

It was observed that ’éhe.client viz. Mr Shakthiyvelan was offered product
named ‘HNI Tlps The details of the .aforesai'd client as given below:

ClientName  nAual 'f‘r'q.duéfgsﬁastjExbériericie No.of refcehtadé-bf monthly
ncome as per-old Dependents jncotne to pay debts

PF (Rs.) :
Mir Tto5Lakh | HNI | Denvative, Very | 1-3 Less than 20%
Shakthiyvelan " | Tips less Experience
5 in Eqdily

It was observed that the prodﬁ&f‘HNi Tips’ was meant for High Networth
Individuals (HNis), based on the name of the product. It was observed
though there is no standard definition of HNIs, it refers to high net-worth
individuals who could be expected to have investible surplus of at least
Rs. 25 lakh or higher. It was observed on perusal of RPF of Mr.
Shakthiyvelan, that he had a gross annual income of Rs. 1-5 lakhs.
Further, Mr Shakthiyvelan had to support 1-3 dependents with less than
20% of his monthly income used to pay debts ahd he chose to invest Rs.
1-2 lakh in the market. In view of the same, it was observed that Mr.
Shakthiyvelan was not a HNI client. As a registered Investment Adviser,

" Noticee was Oblig'atfed to act in a fiduciary capacity in the best interest of

14.8.3.

his clients after understanding their risk profile. However, he failed to do
so by selling products meant for HNI Clients to non HNI Clients,

Therefore, it was alleged that the Noticee violated the provisions of
Rqulation@'(\b_), &(cl_ and Regulation 15(9) of the IA Regulations read
with Clause 2 of the Code of Conduct specified for Investment Advisers
under Schedule Ill of the IA Regulations.

(5%



14.9. Charging fees arbitrarily from clients, selling services for future dates

and selling services for overlapping periods

14.9.1. It was observed, upon perusal of replies of complainants as well as
, documents furnished by them, that there were fdllowing discrepancies in
respect of fees charged by the Noticee from its clients-

14.9.2. Complainant Rajeev Kumar-

Product Duration
Sr. Payment Service Duration Name in Days
No. Amount | Invoice Date | Start Date End Date
1 3500 .26/03/2018 | March 28, 2018 | April 10, 2018 | Option . 12
Option
2 19000 27/03/2018 | April 02, 2018 April 18, 2018 | Premium 16
Option
3 9900 27/03/2018 | Apr 19, 2018 Apr 30,2018 | Premium 11
Option
4 28900 28/03/2018 | May, 012018 May, 31 2018 | Premium 30
) Option
5 19700 05/04/2018 | Jun, 01 2018 Jun 19,2018 | Premium 19
Platinum
6 270000 16/04/2018 | April 18, 2018 July 25, 2018 | Option 97
Platinum
7 166800 23/04/2018 | July 26, 2018 Sep 28, 2018 | Option 52
Platinum
8 74000 23/04/2018 | Oct. 01, 2018 April 25, 2019 | Option 206
Platinum
g 120000 18/05/2018 | April 26, 2019 June 03, 2019 | Option 39
Platinum
10 89700 25/05/2018 | June 04,2019 | July 03, 2019 | Option 30
' ' Platinum
1 21300 02/07/2018 | July 04, 2019 July 11, 2018 | Option 7
| Platinum
12 29801 31/01/2019 | Feb 04, 2019 Feb 14,2019 | Future 10

14.9.2.1. Charging fees arbitrarily — It was observed that for the product Option
Premium, Noticee charged Rs. 9,900/- for 11 days from the complainant
i.e. Mr. Rajeev Kumar (around Rs 900/- per day). Similarly, for 19 and 30
days, it charged amounts of Rs. 19,700/- and Rs. 28,900, respectively,
(around Rs. 1,000/- per day). Hdwever, for 16 days, Noticee charged an
amount of Rs. 19,000/- (around Rs 1,200/- per day). Further, it was
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observed that for the product Platinum Option, Noticee charged Rs.
74,000/ for 205 days (around Rs 361 per day), while charging' Rs
2,70,000/- for duration of 97 days (around Rs 2783.51 per day), which
was significantly higher:

14.9.2.2. Selling Services for future dates - It was also observed that on March

14.9.2.3.

26, 2018, Noticee sold one product viz. Option for the period March 28,
2018 fo April 10, 2018. On March 27, 2018, Noticee sold another product
for the period April 02:to April 18, 2018. It was further observed that on

the same day, Noticee sold _another product to same person for the .

period April 19 to April 30, 2018. Next day i.e. on March 28, 2018,
Noticee again sold product option premium to the complaianant for the
period May 01 to May 31, 2018. It was observed that such selling of
products for the future periods kept going and on July 02, 2018, Noticee

sold a product for a future period July 04 to July 11, 2019, which was one

year ahead from the date of invoice.

Selling Services for overlapping periods - It was observed that on
March 27, 28, 2018, and April 05, 2018, Noticee sold product Option
Premium to the complainant for service duration April 19 to June 19,
2018. Subsequently, on April 16, 2018, Noticee sold product Platinum
Option to complainant for service duration April 18, 2018 to July 25,
2018, which covered period April 19 to June 19, 2018, for which plan
Option Premlum was already active.

14.9.3. Complainant Sunil Sukhadev Lokhande-

Sr. Payment Servuee Duratlon
No. Invoice Date Amount 'Stal"t Daié 3 End Date ' Prodtict Name
April 20,2019 ' 9333 00 | May, 03 2019 {May 222019 Option .
2 | June 04,2018 51000.00 | June 06,2019 | June 24, 2018 Platinum Cash
3 | June 12, 2018 110000. o0 June 13,2019 | December 21, 2020 Index Option
14.9.3.1. Selling Services for future dates — It was observed that on June 12,

2019, Noticee sold the product viz. Index-Qption for the period June 13,

/st



2019 to December 21, 2020, which was for a period one year ahead from

the date of invoice.

14.9.3.2. Selling Services for overlapping periods — It was further observed that *
on June 04, 2019, Noticee sold product Platinum Cash to the
complainanat i.e. Mr. Sunil Sukhdev Lokhande for service duration June
06 to June 24, 2019. Subsequently, on June 12, 2019, Noticee sold
product Index Option to the complainant for service duration June 13,
2019 to December 21, 2020, which covered period June 12 to June 24,

2019 for which plan Platinum Cash was already active.

14.9.4. Complainant TPS Vardan
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Product |Duration
Sr. Payment Service Duration * Name in Days
No. Invoice Date Amount | Start Date End Date
Stock .

1 | May 31, 2018, 10001.00 | June 04, 2018 June 26, 2018 Cash 22
Blue Chip

2 | June 12,2018 15045.00 | July 02, 2018 July 10, 2018 Tips 8
Blue Chip

3 | June 15, 2018 21664.00 | July 11, 2018 July 18, 2018 Tips 7
Blue Chip

4 | June 15,2018 70000.00 | July 19, 2018 August 07,2018 | Tips 19
Blue Chip

5 | June 20, 2018 70000.00 | August 08, 2018 August 27,2018 | Tips 19
September 26, Blue Chip

6 | June 25,2018 | 100000.00 August 28,2018 2018 Tips 29
: November 07, | Blue Chip

7 | June 29,2018 | 128339.00 | September 27, 2018 | 2018 Tips 4
February 04, Blue Chip

8 | June 30,2018 | 205000.00 | November 08,2018 | 2019 Tips 88
February 25, Blue Chip

9 | July 02,2018 68000.00 | February 05, 2019 2019 Tips 20
February 26, Blue Chip

10 July 02, 2018 2000.00 | February 26, 2019 2019 Tips 1
September 16, Blue Chip

11 | July 17, 2018 456164.00 | February 27, 2019 2019 Tips 201
Blue Chip

12 | Oct. 29, 2018 36108.00 | September 17, 2019 | October 03, 2019 | Tips 16

&
P#a@ 28 of 49
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14.9.4.1.

14.9.4.2.

14.9.5. Complainant Vikram Shah-

Charging fees arbitrarily - It was observed that for the invoice date
June 12, 2018, in respect of the product Blue Chip Tips, the Noticee
charged Rs. 15045/- for 8 days from complainant Mr. TPS Vardan
(around Rs 1,880.63 per day). However, for the invoices dated June 15
and 20, 2018'pertéiniﬁg to service duration of 19 days each, the Noticee

charged an amount of Rs 70, 000/- (around Rs. 3684 21 per day) which

was 3|gn|ﬁcantly hlgher

Selling Services for future dates ~ It was observed that Noticee started
selling its services to the complainant starting from May 31, 2018 when
it sold complainant the product viz: :Stdék Cash for the period Junie 04 to
26, 2018. However, before end of that service period on June 26, 2018,
Noticee sold 5§ more packages of the same product Blue Chip Tips for
the period July 02, 2018 to September 26, 2018. ‘Thereafter, on June 29,
2018 and June 30, 2018, Noticee sold Blue Chip Tips for the‘periods
Septeniber 27, 2018 to November 07, 2018 and November 08, 2018 to
February 04, 2019, respectively. Further, in month of July, 2018, Noticee
sold Blue Chip Tips fo the complaihant, 3 more times for the period
February 05, 2019 to September 16, 2019. On October 29, 2018, Noticee
sold Blue Chip Tips to the complai_riant for the period September 17,
2019 to October 03, 2019, which was a period of almost one year ahead

from the date of invoice.

Service Date Durati
:; Date Amount Service From = - on in
-~ days
1| 22Febiie | 14202 "OPTION PREMIUM 27-Feb-19 11-Mar-19 2
2 | 26Feb-19 '64192 : 12Mar19 | 16-May-10” &
3 26-Feb-19_‘_'_: 17632 174 May A9 | Od-Jun18. 18
>4 1 277F3P:19 a .5'(291, ON 05—Jun 19" -25;J_i,|;19 50
5 | 27Feb:ie | 40000 OPTIONPREMIUM'” 260019 | 23-Sepe 50
28Feb-19 | 106883 SR 04-Mar-19 |  30-Apr-19
6 |- : MULTIBAGGER ‘ 57
01-Mar-19 | 29999 STAR 01-May-19 |  16-May-19
7 ' MULTIBAGGER , 15
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s Service Date Durati
r.
Date Amount Service on in
No. From To
days
02-Mar-19 31080 STAR 17-May-19 - 10-Jun-19
02-Mar- y : -May- un-
- MULTIBAGGER Y 24
‘06-Mar-19 140000 HNI TIPS 08-Mar-19 10-Apr-19 - 33
10 23-Mar-19 49347 HNI TIPS 11-Apr-19 23-Apr-19 12
11 23-Mar-19 50551 HNI TIPS 24-Apr-19 06-May-19 12
12 26-Mar-19 43690 HNI TIPS 07-May-19 20-May-19 13
13 26-Mar-19 10211 HNI TIPS 21-May-19 23-May-19 2
14 29-Mar-19 46100 OPTION PREMIUM 24-Sep-19 04-Nov-19 41
156 31-May-19 35050 HNI TIPS 03-Jun-19 . 10-Jun-19 7
16 31-May-19 7136 HNI TIPS 11-Jun-19 12-Jun-19 1
17 18-Jun-19 14333 STOCK CASH 19-Jun-19 22-Jul-19 33
STAR PARIVAR )
08-Jul-19 20003 11-Jul-19 25-Jul-19
18 PACK 14
STAR PARIVAR
17-Jul-19 22145 26-Jul-19 18-Aug-19
19 PACK 24
Total 799645

14.9.5.1. Charging fees arbitrarily —

Instance | — It was observed that for the product Option Premium,
Noticee charged Rs. 40,000/- from the complainant viz. Mr. Vikram Shah
for the period July 26, 2019 to September 23, 2019 i.e. 59 days (around
Rs. 678/- per day). However, for the same product, Noticee charged Rs.
64,192/- for the period March 12, 2019 to May 16, 2019, i.e. 65 days
(around Rs. 987.57 per day), which was significantly higher.

Instance Il — It was observed that for the product Star Multibagger,
Noticee charged Rs. 31,080/~ from the complainant for the period May
A7, 2019 to June 10, 2019 i.e. 24 days (around Rs. 1295/- per day).
However, for the same product, Noticee charged Rs. 1,06,683/- for the
period March 04, 2019 to April 30, 2019, i.e. 57 days (around Rs.
1871.63 per day), which was significantly higher.

Instance lll - It was observed that for the product HNI Tips, Noticee
charged Rs. 43,690/- from the complainant for the period May 07, 2019
to May 20, 2019 i.e. 13 days (around Rs. 3360.77 per day). However, for
the same product, Noticee charged Rs. 1,40,000/- for the period March
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08, 2019 to April 10, 2019, i.e. 33 days (around Rs. 4,242.42 per day),
which was significantly higher.
14.9.5.2. Selling Services for overlapping periods — It was observed that the

Noticee 'sold multiple packages of product Option Premium to the
complainant in the last week of February, 2019 for different durations

covering period February 27, 2019 to September 23, 2019. Thereafter,

Noticee sold product viz. Star Multibagger three times covering period

March 04, 2019 to June 10, 2019, for which Product Option Premium

was already -active. Subsequently, Noticee sold product HNI Tips seven

times for different durstions covering the period March 08, 2019 to June

@ 12, 2019, for which products Option Premiumand Star Multibagger were
) already active. It was further observed that on July, 2019, -Npticee sold
Star Parivar Pack two times: covering the period July 11, 2019 to August

18, 2019, for which product Option Premium was already active.

14.9.6. Comglaln nt Mamidi Jibratan-

S. Date of Ahtiat Service start | Service end Name of the Duration
no Invonce ' date date. Service in days
1 "“2811; "2017 18 054 00 08/01[2018 : 16/07/2018 'STQ’QK CASH 189
2| G201/2015 | 19258.00|  17/07/2018 |  25/0212016 | STOGK CASH 223
3| 100012018 | 42.126.00 | 11/09/208 |  20/01/2018 |  HNITIPS 9
4| 100172018 | 1631400 | 08/02/2018 |  14/02/2018 |  HNITIFS 6
5| 10/01/2018 | 16,314.00 |  15/0212018 |  21/02/2018 |  HNITIPS 6
, 6 | 10/01/2018 | 16,314.00 |  01/02/2018 |  07/02/2018 |  HNITIPS 6
o 7 '16/01/2018 1 18 054 oo’ 22/62{;01:;‘ 28/02/2018 HNI TIPS' 6
7 8 2018 | 120300 |  22/01/2018 |  20/01/2618 STOCK KCASH 7
o 16/01/2018*" 541600 301012018 | 200212018 21
10 | 18/01/20%8 | 2527500 01032018 |  0&03/2078 '-q,-!n.u;Tl_Ps- 7
11| 2001/2018 | 3009000 | 091032018 | 190032018 |  HNITIPS 10
12 22101/2018 1,20,360.00 | 20/03/2018 271941%015 HNI TIPS 38
13 | 23012018 | 6295800 | 0ARDIS| 14052018 | NI TIPS 14
14°| Z0/01/2018 | 66,108.00 |  18/06/2018 13/07!2018 [ nNiTes %
15 | 20001/2016 | 6649800 | 160052018 | 31052018 |  HNITIPS 16
16 '29/01/2018 6619800 | 010672018 | 1500612018 |  RNITIPS 14
17| 06/02/2018 | 30,00.00 |  16/07/2018 24/07/2018 RNITIPS
18 | 07/02/2018 | 30,080.00 |  25/07/2018 |  02/08/2018 |  HNITIPS
19 | 13/02/2018 | 11,016.00 03/08/2018 21/08/2018 HNI TIPS 18
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Néme of the

S. Date of Service start Service end Duration

no invoice Amount date date Service in days

20 | 156/02/2018 | 2,01,001.00 22/08/2018 09/10/2018 HNI TIPS 48

21 | 15/02/2018 | 16,248.00 10/10/2018 16/10/2018 HNI TIPS 6

22 | 20/02/2018 40._320._00 17/10/2018 26/10/2018 HNI TIPS

23 | 20/02/2018 | 1,42,145.00 29/10/2018 14/01/2019 HNi TIPS 77

24 | 05/03/2018 | 2,40,118.00 156/01/2019 12/03/2019 HNI TIPS 56

25 | 09/04/2018 | 1,28,063.00 13/03/2019 10/04/2019 HNI TIPS 28

26 | 03/05/2018 72,095.00 04/05/2018 11/06/2018 | CIRCUIT PLAN 38
CIRCUIT PLAN

27 | 07/05/2018 58,675.00 12/06/2018 11/07/2018 | (STOCK CASH) 29

28 | 25/05/2018 | 2,50,000.00 11/04/2019 03/06/2019 HNI TIPS 53

29 | 30/05/2018 | 3,20,000.00 04/06/2019 21/08/2019 HNI TIPS 78

30 | 31/05/2018 80,000.00 22/08/2019 00/09/2019 HNI TIPS 18

31 | 08/06/2018 | 1,11,111.00 10/09/2019 29/10/2019 HNI TIPS 49
CIRCUIT PLAN

32 | 10/07/2018 1.44.004;00 12/07/2018 05/10/2018 | (STOCK CASH) 85

33 | 31/07/2018 61,022.00 08/10/2018 22/10/2018 HNI TIPS 14
STAR MULTI

34 | 14/08/2018 | 1,90,168.00 27/08/2018 11/12/2018 BAGGER 106
STAR MULTI

35 | 14/08/2018 24,072.00 12/12/2018 26/12/2018 BAGGER 14
STAR MULTI

36 | 16/08/2018 41,042.00 27/12/2018 17/01/2019 BAGGER 21
STAR MULT!

37 | 16/08/2018 59,096.00 18/01/2019 18/03/2019 BAGGER 59
STAR MULTI

38 | 17/08/2018 67,040.00 19/03/2019 23/04/2019 BAGGER 35
STAR MULTI

39 | 24/08/2018 68,605.00 24/04/2019 30/05/2019 BAGGER 36
STAR MULTI

40 | 30/08/2018 67,040.00 31/05/2019 08/07/2019 BAGGER 38

. STAR MULTI
41 | 01/09/2018 | 1,25,054.00 09/07/2019 19/09/2019 BAGGER 72
42 | 17/09/2018 96,001.00 01/10/2018 12/02/2019 | SWING TRADES 134
' PLATINUM "
43 | 14/11/2018 55,004.00 15/11/2018 11/02/2019 FUTURE 88

14.9.6.1.

Charging fees arbitrarily —

Instance 1: It was observed that on February 13, 2018, for the product
HNI Tips, Noticee charged Rs. 11,016/-for 18 days from the complainant
viz. Mr. Mamidi Jibratan (around Rs 612/- per day). However, February

20, 2018, for 77 days, the Noticee chgeetta
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- 14.9.6.2.

(around Rs 1846.04/- per day), and on May 30, 2018, for 78 days,
Noticee charged an amount of Rs. 3,20,000/- (around Rs 4102.56 per
day).

Instance 2: It was observed that on January 16, 2018, for the product’

Stock Cash, Noticee charged Rs. 1203/- for 7 "da‘y‘s from complainant

(aroundRs. 171 85 perday). Howe_ver,ron same day for 21 days, Noticee -
‘charged.an amount of Rs. 5,416/- (around Rs 257.90 per day), which

was signif cantly higher.

Sellmg Services for future dates and for: overlapplng periods - It was
observed that on December 28 2017 Noticee sold one product viz.
Stock Cash for the period January 08, 2018 to July 16, 2018 +to. the
complainant. Further, on January 02, 2018, Noricee ‘«'so‘._ld another product

for the period July 17 to February 25, 2019 to the complainant. On

January 10, 2018, Notlcee sold 4 packages of product HNI Tips for the
penod January 11, 2018 to February 07, 2018. Thereafter, on January
16 and 18, 2018, Noticee sold two packages of each of the products HNI

Tips and Stock Cash for the period February 22 to. March 08, 2018.

Further, between January 20 and 29, 2018, Noticee sold six packages

of product HNI Tips for the period Mareh 09, 2018 to June 15, 2018 It

was observed that such selling of ':p_roduots for the future petiods kept
going and on March 05, 2018, Noticee sold a product for a future period
January 15 to March 12, 2019, which was one year ahead from the date
of i invoice. Further |t was observed that all the aforesaid- products were
sold for service duration January 11, 2018 to March 12, 2019, which
oo\rered‘the period Janu‘ary-OB‘, 2b1'_8.to. February 25, 2019, for which the
product viz. Stock Cash was already active. .

14.9.7. Observatlons-
14.9.7.1. It was observed that the Noticee charged price of Rs. 361/- per day (205

day_s) and Rs, 2783.51 per day (97 day.s), which comes more than 7
times, for same product Platinum 'Option: from same person i.e. Mr.
Rajeev Kumar. Further, Noticee charged prlce of Rs. 1880.63 per day
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(for 8 days) and Rs. 3684.21 per day (for 19 days) for same product Blue
Chip Tips from same person i.e. Mr. TPS Vardan. It was further observed
that Noticee had on various instances, charged fees arbitrarily from its
clients. Further, Noticee had sold multiple products in short span of time
to the same -clients for future period and also, sold products for
overlapping periods.

14.9.7.2. In this regard, vide emails dated May 14 and 23, 2022, Noticee was,
interalia, advised to furnish copies of invoices and other relevant
documents. However, Noficee failed to respond. In absence of response
from the Noticee and in view of the discussions held in paragraphs
above, it was observed that the Noticee allegedly (i) sold products by
charging fees arbitrarily, (ii) sold products for future dates which were in
some instances one yeér ahead from date of invoice and (iii) sold
different products to same person for overlapping periods.

14.9.7.3. Therefore, it was alleged that the Noticee failed to act in fiduciary
capacity towards its clients, resulting in violation of provisions of
Regulation 15(1) of 1A Regulations. Further, it was also alleged that the
Noticee did not act honestly, fairly, diligently and in the best interests of
its clients, resulting in violation of provisions of Regulation 15(9) read
with Clause 1, 2 & 6 of the Code of Conduct specified for Investment
Advisers under Schedule 11l of the IA Regulations.

14.9.7.4. It was also alleged that the above acts of the Noticee had been carried
out with the purpose of defrauding the clients and to earn maximum fees,
resulting in violation of provisions of Regulation 3(a), (b), (c), (d),
and 4(2)(s) of PEUTP Regulations read with Secti@w
of SEBI Act. '

14.10. Advisory Fees charged by SIMR from its clients is exorbitantly high in
comparison to Investment Amounts and Annual Incomes of clients

14.10.1. It was observed on perusal of documents and information submitted by
complainants, that the Noticee had been charging disproportionately high
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14.10.2.

14.10.3.

14.10.4.

14.10.5.

fees from its clients in comparison to their incomes and their proposed
amount for investment. Details of such clients are given below:;

It was obsérved, as provided in the table above, that the Noticee was
charging exorbitantly high fees from its clients. In case of the clients viz.

a3

Sr. | ClientName “Fées Charged (Rs.) | Proposed - | Annual Income 5 M

No. Investment (Rs.) {Rs.) AR7 J‘}/’

1. | Rajeev Kumar - 8,52,6011- o Lessthan 1 Lakh 108 Takh AL Yq
2 Sunil Lokhande T, 3331 3] 18 2 Lekh - | 1to5Lakh y-m

3 TPS Vardan ' 83321 | - 'l!L1 Lakh Tio 5Lakh Q

& | Vikram Shah [7.00,645- qﬁ"' Tto 2 Lakh 540 B Lakh ._

§ | Raminder Singh B 1102 Lakh 1105 Lakh

7 Pradeep Slngh Rawat 1 .08, 094/ » 1 to 2 Lakh 5 to 15 Lakh

& | Tripti Goyal 17 T2 Lakn Tto5Lakh |
298 Pill ‘Bhaskar - 48.39 - 1 to 2 Lakh Below 1 Lakh

10 | Mamidi Jbratan ~ 0450 1102 Lakh 510 15 Lakh

Rajeev Kumar, TPS Vardan, Vikram shah and-Pilli bhaskar, the advisory |

fees charged by the Noticee was greater than their annual incomes. It was
further observed that in case of 9 out 10 clients, the fees charged by the
Noticee was higher than proposed investment amount of clients. It was
observed that if advisory fees itself was more than the proposed
inve;stmept amount, then the client could not earn returns on his/ her
investments.

Therefore, it was observed that the Noticee did not act fairly, honestly and
in best interest of clients, and that the fees charged by the Noticee was
not fair and reasonable

Based on the above, it has been alleged that the Noticee has violated the
provisions of Clauses 1, 2 and 6 of Code of Coriduct as mentioned in Third
Schedule read with regulation 15(9) of 1A Regulations.

Further, the. purpose of Noticee’s alleged conduct was to enhance its
income by defrauding the clients, and hence it was alleged that the
Noticee has violated the provisions of Regulations 3(a), (b), (c) and (d) of
PFUTP Regulations read with section 12A(a), (b) and (c) of SEBI Act.
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14.11. Compelling clients to pay additional fees

14.11.1. It was observed that the Noticee had received payments towards
subscriptions for its packages, however, it sought additional amount from
the client while refusing to provide the service unless the client made the
aforesaid payment.

14.11.2. It was observed that vide his complaint to SEBI, one complainant viz. Mr.
Manoj Kumar stated that the Noticee initially asked him to pay Rs. 14,200/-
for recommendations with 90% accuracy. After payment of the aforesaid
amount, the Noticee transferred his profile to senior executive “Ms.
Supriya’, who was supposed to make the client eam Rs. 3-4 Lakh per
week. Thereafter, representative of the Noticee demanded an additional
amount of Rs. 35,000/- to start work, and the Complainant paid the said
amount to the Noticee. However, it was observed that ‘Ms. Supriya’ calied
him again and told that he was supposed to pay her fees which was
actually Rs. 1,20,000/-.

14.11.3. It was observed that the Noticee first promised assured returns, then
threatened clients to not provide services until additional payment was
made in order to lure the clients into buying/ subscribing to multiple
subscriptions of the same package and then charging unreasonable fees
to its clients. It was found that the aforesaid acts of the Noticee were in
complete disregard to the responsibility entrusted on it under the IA
Regulations to act in fiduciary capacity and in the best interest of its clients..

14.11.4. Based on the above, it has been alleged that the Noticee has violated the
provisions of Clauses 1, 2 and 6 of Code of Conduct as mentioned in Third
Schedule read with regulation 15(9) of IA Regulations.

14.11.5. Further, it was observed that the above act of the Noticee was done with
the sole purpose of increasing its income by defrauding its clients, and
hence it was alleged that the Noticee has violated the provisions of
Regulations 3(a), (b), (c) and (d) of PFUTP Regulations read with section
12A(a), (b) and (c) of SEBI Act.

14.12. Failure to render service even after receipt of fees




) 4)

14.12.1. It was observed that in case of two complainants, the Noticee did not
render the advisory services even after receiving the required service.
fees, and further, did not refund the fee amount. Deatails of the two
complainants are given below:

14.12.1.1. Complaint of :M"r., Raﬂi’e'sh. Kumar: The complainant stated that he had
paid fees amounting to Rs. 1,73,023/- in tranches to avail the services.
However, after receiving the fees, representatives of the Notlcee
stopped recelvmg his calls and falled to render any services.

14_.12.1_.2 Compla nt_of Mr. Telas Mohan Bhasme: The complainant in his
complalnt dated June 04 2018 fo SEBI stated that he had paid amount
of Rs. 7,34,000/- in tranches for subscription packages. Thereafter, he
was asked by the Noticee to upgrade services. The complainant then
requested to the Noticee for refund of money, however; the Noticee

heither paid heed to his request nor provided him with any services.

14.12.2. It was found that the aforesaid acts of the Noticee were in complete
disregard to the responsibility entrusted on it under the 1A Regulations to
act in fiduciary capacity and in the best interest of its clients,

14.12.3. Based on the above, it has been alleged that the Noticee has violated the
provisions of Clauses 1, 2 and 6 of Code of Conduct as mentioned in Third
Schedule read with regulation 15(9) of IA Regulations.

14.12.4. Further, it was observed that the above mentioned act of the Noticee was

- done with the sole purpose of increasing its income by defrauding its
clients, and hence it was alleged that the Noticee has violated the:
provisions of Regulatlons 3(a), (b), (c) and (d) of PFUTP Regulatlons read
with section 12A(a), (b) and (¢) of SEBI Act.

14.13. Non Redressal of mvestor gnevances

14.13.1. In terms of Clrcular CIRIOIAE/2014 dated December 18, 2014 on
"Redressal of lr)yestor grievances through SEBI Complaints Redress
Syst_ém (SCORES) Platform® it was advised, interalia, that Investment
Advisers are required to review their investors grievances redressal
mechanism so as to further strengthen it and correct the existing
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14.13.2.

shortcomings, if any. Further, it was directed that, interalia, Investment
Advisers, to whom complaints are forwarded through SCORES, should

- take immediate efforts on receipt of a complaint for its resolution, within

thirty-days. The said circular has stated that in case of failure to file the
Action Taken Report (hereinafter referred to as *ATR”) under SCORES
within thirty days of déte of receipt of the grievance, it should be treated
as failure to furnish information to SEBI and deemed to constitute non-
redressal of investor grievance. Further, Regulation 21(1) of IA Regulation
mandates that Investment Adviser must redress client grievances
promptly. Regulation 28(f) of IA Regulation states that Investment Adviser
would be liable for action if it failed to resolve the complaints of investors
or failed to give a satisfactory reply to the Board. '

In view of the above, it was observed that there were 24 unique complaints
pending against the Noticee. The aforesaid complaints were forwarded to
the Noticee by SEBI,
complaints, and did not file ATR. Details of the 24 complaints are given

however, the Noticee failed to redress the

below:
Date of Date of Final
S, Name of the Date of
Complaint No. Status forwarding |ATR filed by the
No. complainant receipt
to IA complainant
SEBIE/MP21/00
1 Tripti goya! Pending |18/02/2021 22/03/2021 |ATR not received
00438/1
SEBIEMP21/00
2 i Vikram M Shah Pending (26/12/2020 | 27/01/2021 [ATR not received
00177/1 ‘
SEBIE/MP20/00 : ! 5 -
3 61885 Shakthiyvelan Pending |28/10/2020 19/12/2020 ATR not received| -
SEBIE/MP20/00 | Yogesh Srinivas .
4 Pending |10/08/2020 | 08/12/2020 |ATR not received
01892/1 More
SEBIEIMPZOIOD Hamander
5 Pending |08/08/2020 | 08/12/2020 ATR not received
017201 Singh
SEBIE/MP20/00
6 Pilli Bhaskhar Pending |07/02/2020 | 08/12/2020 KATR not received
01402/1
SEBIE/MP20/00 1 ) )
7 Vikas Prajapat Pending |22/06/2020 19/12/2020 ATR not received
01346/1
SEBIE/MP20/00 '
8 013021 Venugopal Pending |06/01/2020 19/12/2020 ATR not received
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T S Date of Date of Final
S. Name of the Date of 2 I
Complaint No. 0 Status forwarding |ATR filed by the
No. complainant receipt
to 1A complainant
SEBIE/MP20/00 | Dasaradhi 237 =T ,
9 B e 1o o Pending |07/10/2020 15/07/2020. |ATR not received
01248/1 Pothufi ;
_ SEBIE] P20/00 | sunil sukhiadev | _ : 5 : i e
10 £ Yo Pending (15/02/2020 | 21/12/2020 [ATR not received
00739[1 ]okhaqde . S
) SEBIEIMP20/00 oA , 3ol ! 5 At
11 Nayan vaghasia | Pending [12/07/2019 | 04/12/2020 |ATR not recéived
] 00076/1 = £ o e E
’SEBIEIMP‘IQIOO' o -y Bl A e =9 y e
12 Nayan vaghasia- | Pending [28/11/2019 | 04/12/2020 |ATR notreceived
13 _ .'shakt.hiyve'l,an ‘Pending 121d6/2019 25/02[3020 A’fﬁ not received
14 02890/1 Pu.shk_ar Saxena | Pending [12/05/2019 | 25/02/2020 |ATR not received|
TP
SEBIE/MP‘IQ/QQ -~ . w 1 ) i | e
15 pEy ; Srinivasavarada | Pending (25/11/2019 25/02/2020 ATR not received
02754/1 3 £*3
n
.:ssaxs/ﬁﬁg/ob ki
16 g i Srinivasavarada | Pending |25/11/2019 | 25/02/2020 |ATR notreceived
i - 0275311 ‘ ' |
s = 3r 5 n = »
SEBIE/MP19/00 | Raghunath : = ,
17 | F anan Pending |22/11/2019 | 25/02/2020 |ATR not received
02730/1 Gadre
"SEBIE/MP19/00 | Raghunath T 5 . .
18 o M | A Pending |22/11/2019 25/02/2020 |ATR not received
'0272911 - | Gédre =00 e y
19 kurésh sahi Pending (21/09/2019 | 23/10/2019 [ATR not received
prashant K = 2l -
20 AT Pending |09/12/2019 14/10/2019 |ATR not recéived
: 023891 | shabadi : '
| SEBIE/MP19/00 | . : RS : e
21 TR Karan Kumar Pending |30/08/2019 | 14/10/2018 |ATR not received
02318/1 i ;
SEBIP MP19/00 r = : ;
22 j : ‘Manoj Kumar ‘Pending |17/09/2019 | 24/09/2019 |ATR notreceived
0037711 s S g -
YSEBIEIMP19/00 KinhikarManoj | _ - it o BT SRR N
23| T i s " | Pending |08/09/2019 | 1210872019 |ATR ot received
Aw!nd . L ¥ x e n -
SEBIEIMP19/00 Pradeep Singh S ;
24 CEP SN | Pending [28/08/2019 | 12/09/2018 |ATR not received
02090/1 Rav«(at :

14.13.‘3 Therefore, it was alleged that the Noticee violated the provisions of SEBI
circular CIR/OIAE/2014 dated December 18, 2014, and Regulation 21(1)
and 28(f) of 1A Regulatlons
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14.14. Non submission of information sought by SEBI

14.14.2

14.14.3

14.14.4

In terms of Regulation 15(12) of the |A Regulation, Investment Advisor is
mandated to furnish to SEBI, the information and reports as may be
specified from time to time. '

It was observed that SEBI, vide letter dated August 19, 2020, had advised
the Noticee to submit information, interalia, w.r.t. compliance with SEBI's
interim order dated November 13, 2019. Vide aforesaid letter SEBI had
also advised the Noticee to submit contact details of its compliance officer,
copy of Risk Profile Form(s), details of all the bank accounts of the Noticee
and its proprietor along with their statements, client master data, total
number of clients along with their assets under advisory, sample copy of
agreement entered into with the clients, sample copies of invoices for
different strategies., details of fee structure, details of year wise fees
collected since date of registration and copy of audited financial
statements for I;ast three years, etc. The said letter was duly served
through email and Registered post to the Noticee. However, it was
observed that the Noticee failed to respond. Thereafter, it was observed
that vide emails dated May 14 and 23, 2022, the Noticee was again
advised to file aforesaid information. However, the Noticee again failed to
respond.

It was alleged that the Noticee did not submit the information sought from
it despite repeated reminders vide letter dated August 19, 2020 and email
dated May 14 & 23, 2022, resulting in violation of provisions of Regulation
15(12) of 1A Regulations.

14.15. Non-compliance .of SEBI order dated November 13, 2019

14.15.1.

It was observed that SEBI had passed the ex-parte interim order dated
November 13, 2019 under Sections 11, 11B and 11D of the SEBI Act read
with Regulation 35 of Intermediaries Regulations, in the matter of Star
India Market Research and its proprietor Mr. Dharmendra Kumar, inter-
alia, directing as under:
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ii.

i,

iv.

14.15.2.

14.15.3.

‘Mr. Dharmendra Kumar, proprietor of Star India Market Research is directed

tfo:

cease and desist from soliciting/ acquiring any fresh clients for investment

advisory services and undertaking the activity of acting and representing

through any media (physical or digital) as an investment advisor, directly or
indirectly, in any manner whatsoever till further directions;
cease and desist from offering any new investment advisory services to its

existing clients for whichﬁe;h paymient is required to be made by these clients.

Itis clarified that the services for which the existing clients have already made ~

payment to the Noticee shall be duly delivered to these clients and no renewal
of these services shall be permitted;

discharge all their obligations, as required under the SEBI (Investment
Adviser) Regulations, 2013, towards the existing clients in respect of the
investment advisory services that it has to deliver;

circulate a copy of this Order to all its existing clients and display the contents

of the same on its website-immediately.’

The copy of aforesaid. ex-parte interim order dated November 13, 2019
was served upon the Noticee vide letter ‘dat‘ed November 14, 2019 on
November 18, 2019 as well as by affixture November 29, 2019. Further,
vide-letter dated August 19, 2020, copy of the interim order was again
served upon Mr. Dharmendra Kumar, proprietor of the Noticee through
Speed Post and he was, inter alia, advised to furnish status of compliance
of aforesaid interim order.

However, it was alleged that the Noticee failed to confirm compliance with
the directions of SEBI issued vide aforesaid interim order, and therefore,
failed to comply with the SEBI order dated November 13, 2019.
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14.16. Submission of incorrect experience details by the Noticee at the time of

seeking Registration as an IA

14.16.1.

14.16.2.

It was observed in the Interim Order dated November 13, 2019, that the
Noticee, which is a proprietorship, was registered as an Investment
Adviser since October 12, 2015. It was observed that the proprietor, Mr
Dharmendra Kumar, holds a degree in Bachelor of Science from Devi
Ahilya University, Indore. At the time of seeking registration, Noticee
submitted an experience certificate of Arihant Capital Markets Ltd (SEBI
registered Stock Broker), siéned by one Mr Krishna Yadav in his capacity
as SEBI registered sub-broker of Arihant Capital Markets Ltd, as a
Supporting Financial Advisor from October 01, 2009 to February 05, 2015.
It was observed that to determine veracity of the said experience
certificate, confirmation was sought from Arihant Capital Markets Ltd
regarding the authenticity of the experience certificate submitted to SEBI
by Mr Dharmendra Kumar. In response, compliance officer of Arihant
Capital Market Ltd submitted the following

14.16.2.1 Mr Dharmendra Kumar was not working with Arihant Capital Markets

Ltd as mentioned in the experience certificate.

14.16.2.2 The certificate issued by the sub-broker has never been authorized by

it.

14.16.2.3 The said sub-broker viz. Mr Krishna yadav, was registered with SEBI

14.16.3.

14.16.4.

on March 12, 2010 and had been cancelled by SEBI on December 30,
2014.
It was observed that Arihant Capital Markets Ltd was also advised to
obtain the comments of the sub-broker who confirmed that the said
experience certificate was issued by him to Mr Dharmendra Kumar. The
Compliance officer of Arihant Capital Markets Ltd submitted that the sai
sub-broker had no turnover after FY 2011-12, and application for
cancellation of his registration was filed on March 18, 2014 and approved
by SEBI on December 30, 2014,
It was observed that in terms of the IA Regulations, one of the eiligibility
criteria for grant of registration is that where an applicant is an individual,
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he/ she should be appropriately qualified and certified. The IA Regulations
further require that an applicant who is a graduate in any discipline must
have an experience of “at least Jfive years in activities relating to advice in
financial producis or securities or fund or asset or portfolio vmanage"z'neht :,

14.16.5. It was observed that the experience letters submitted by Mr. Dharmendra

Kumar state that ‘Thzs is to certify Mr. Dharmendra Kumar was working at

Arihant Capital Markets Ltd. Under* Mr. Krishna Yadav Sub Broker. As a
Supporting Financial Advisor from 1# Oct 2009 to 5™ Feb 2015.” It was

‘observed that the. Noticee, by virtue of this submission as the applicant,

’knowi_ngiy made an untrue and inaccurate representation of the facts on

the following grounds:
14.16.5.1 While the expetience letter mentioned that Mr. Dharmendra Kumar was
working ,u-r!de.r the sub-broker from O'otober 01, 2009, il F"e‘bruary 05,
2015, the operations of thie sub-broker had been:inactive after March
31, 2012, in view of his nil tumover, as reported by the broker. It was
observed that in the absence of any active clients and no transactions

being executed throUgh the sub-broker after March 31, 2012, the

Noticee had no occasion to gain any experience under the sub- broker.
Therefore, it was observed that if the Noticee, Mr. Dharmendra Kumar
was working under thé sub-broker from March 12, 2010 (the date of
registration with the Broker) till March 31, 2012, then Mr. Dharmendra
Kumar infact had atmost two years of actual experlence of worklng in
the securities markets as agalnst the -minimum requlrement of fve
years. However the fact that: the sub broker was not active should be
known to the Noticee in vnew of the absence of transactlons after March
- 31, 2012, through the sub-broker It was observed that desplte this
knowledge of the Notlcee he mlsrepresented |n his apphcatlon for
registration that he had five years of: expenence under the sub- broker
Therefore, it was observed tha,t the Notlcee_knew, that he did not meet
the minimum requirement of five years’ experience and had knowingly
misrepresented his experience details to SEBI when seeking

registration.
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14.16.5.2 It was observed that the submission that he was working at Arihant

Capital Markets Ltd., had also been denied by the said broker and it
further submitted that the issuance of the experience letter was never
authorized by it.

14.16.6. In view of the above, it was observed that, Mr. Dharmendra Kumar had

not submitted true and accurate facts of his experience to SEBI at the time
of seeking registratiori as an IA and he was not appropriately qualified to
seek registration. In effect, by obtaining registration from SEBI on the
basis of incorrect information, the Noticee had also knowingly
misrepresented to investors that he was competent to possess the
certificate of registration as an investment adviser under the IA

Regulations.

14.16.7. Therefore, it was alleged that the Noticee had obtained registration from

SEBI as an‘ investment adviser by submitting incorrect information,
resulting in violation of provisions of Regulation 13 of the IA Regulations;
and Regulations 6(b) and 6(f) read with Regulations 7(1)(b) and 13(a) of
the 1A Regulations.

1 note that Noticee has not submitted any reponse with regard to any of the

allegations made in the SCN and as mentioned at para 14 above, has not availed
of the opportunity of personal hearing. It is pertinent to refer the judgment of
Hon'’ble Securities Appellate Tribunal (SAT) in the matter of Ciassic Credit Ltd.
vs. SEBI (Appeal No. 68 of 2003 decided on December 08, 2006) wherein it,
inter alia, held that —

€uoamn the appellants did not file any reply to the second show-cause notice. This being
S0, it has to be presumed that the charges alleged against them in the showcause notice

were admitted by them”

Since the Noticee has failed to provide any response, | proceed to deal with each
allegation ex-parte, on merits, as under,
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16.1.1 find from the record that target returns were promised by the Noticee. | note
that every investment in the market is subject to market risk and any
investment made by the client can also run into losses and even become zero.
Therefore, | find that assured returns / assured loss recovery given:by Noticee
was an active concealment of truth and the above conduct was an act of being
dishonest on the part of and also not acting in the best interest of the clients.
| find that the above act of the:Noticees giving .assuied returns was known to
be false and misleading. in a reckless and careless manner, which was
designed to influence the decision of investors dealing in securities, Such act
of the Noticees are fraudulent inducement to its clients as a market participant
to deal in securities with the objective of enhancing their brokerage or
commission or income and comprises mis-selling of services relating to

t securities market. Hence, | find that the Noticee has violated Regulation 15(1)
and Clauses 1, 2, 5 and 8 as specified under Third Schedule of Code of
Conduct for Investment Advisers read with Regulation 15(9) of the IA
Regulations and Regulation 3(a), (b), (¢), (d), 4(2)(k) and (s) of the PFUTP
Regu‘latiOnls read with Section 1210‘(3), (b) and (c) of the SEBI Act.

16.2.1 note that in terms of Regulation 16-of 1A Rgg_Ulation's, 1A is supposed to carry
out risk profiling of the client for ascertaining client's risk tolerénce, income,
loss absorbing capacity, "c-ap'aci"ty of accepting loss of capital,
liabilities/borrowing, etc. Further, it also states that the risk profiling should be
communicated to the client after risk assessment is done. The primary
purpose of the same is that the respective client is given an opportunity to
assess his/her risk profile before agreeing to accept the advice for
products/services. However, the N_otjcée failed to do the same resulting in
violation of provisions of Regulation 16 of the 1A Regulations.

16.3.1 note that since the Noticee failed to carry out Suitability Assessment of its
clients, it has violated-Regulation 17 of the IA Régulations.

16.4.By not carrying out ‘Risk profiling, Noticee has violated the provisions of
Regulation 16(a) and 16(b) of the IA Regulations, and failed to abide by Code
of Conduct for IA, resulting in violation of provisions of Clause 2 and 8 as
specified-in the Third Schedule read with Regulation 15(9) of IA Regulations.
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16.5.1 note that the questions in the ‘Risk Profile Questionnaire’ were leading, such
that they had been framed in such a manner that it would be difficult for the
clients to understand and provide an appropriate response. | note that such
qdestions had been framed to make the clients fall in the high risk category so

~ that they could be offered cofnplex products like derivatives. Therefore, the
Noticee has violated the provisions of Regulation 16(d) of IA Regulations.

16.6.1 note that Noticee has sold products to clients without assessing their risk
category and tolerance level and hehce, has violated Regulation 15(1) and
17(a) of IA Regulations, and also failed to abide by Code of Conduct for IA,
resulting in violation of provisions of Clauses 1 and 8 as specified in the Third
Schedule read with regulation 15(9) of IA Regulations.

16.7.1 note that Noticee provided investment advice in disregard to the risk profile
of its clients and that its recommendations were not based on clients’
experience and capacity for absorbing loss, which resulted in violation of
provisions of ‘Regulation 17(a) and 17(e) and Regulation 15(9) of the 1A
Regulations read with Clause 1 of the Code of Con'ducf specified for
Investment Advisers under Schedule |1l of the IA Regulations.

16.8. | note that the Noticee sold HNI services to non HNI clients which is in violation
of Regulation 16(b), 16(c) and Regulation 15(9) of the IAARegulations read
with Clause 2 of the Code of Conduct specified for Investment Advisers under
Schedule 11l of the 1A Regulations.

16.9.1 note that Noticee charged arbitrary fees from the clients, sold multiple
products in short span of time to same client for future dates and also sold
products for overlapping periods. This was donhe with the purpose of
defrauding the clients and to earn maximum fees. | note that the Noticee did
not act honestly, fairly, diligently and in the best interests of its clients Thus,
the Noticee has violated provisions of Regulation 15(1) and 15(9) read with
Clause 1, 2 & 6 of the Code of Conduct specified for Investment Advisers
under Schedule Il of the IA Regulations. Further, by inducing its clients to
trade in the market, Noticee has violated Regulation 3(a), (b), (c), (d), 4(2)(0)
and 4(2)(s) of PFUTP Regulations read with Section 12A(a), (b) and (c) of
SEBI Act.
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16.10.1 note that the Noticee charged exorbitant fees from its clients to enhance its

16.11.

income and hence has violated Clauses 1, 2 and 6 of Code of Conduct as
mentioned in Third Schedule read with Regulation 15(9) of IA Regulations.
However, | am of the oons:derate view that charging of high fees is not covered
under the definition of “fraud” under RFUTP Regulatlons and hence | feel that
there is no violation of Regulations 3(a), (b), ,(c;) _gnd .(d_) of PFUTP Regulations
read with section 12A(a), (b)and (c) of SEBI'Act, in this regard.

I note that the act of Noticee to first promise-assured returns, then threatening
the clients to not provide sérvices until additional payment was made in order
to lure the clients into buying/ subscribing to muitiple subscriptions of the same
package and then charging unreasonable fees from its clients was in complete
disregard to the responsibility entrusted on it under the IA Regulations to act
in fiduciary capacity-and in the best interest of its clients. | note that the above
act of the Noticee was done with the sole purpose.of i mcreasmg its income by
defrauding its chents and hence the Noticee has violated Clauses 1,2 and 6
of Code of Conduct as mentioned in Third Schedule read with regulation 15(9)
of |A Regulations. | note that while charging Un:reas_gpabﬁle fee is not covered

under the definition of “fraud” under PFUTP Regulations, promising assured .

returns induces the clients to trade in securities market and hence the Noticee

 has also violated Regulations 3(a), (b), (c) and (d) of PFUTP Regulations read

with Section 12A(a), (b) and (c) of SEBI Act.

16.12. 1 note that not giving the services even after receipt of fees from clients was in

comblete disregard to the responsibility entrusted on the Noticee under the 1A
Regulations to act in fiduciary capacity and in the best interest of its clients
and hence the Noticee has violated Clauses 1, 2 and 6 of Code of Conduct as
mentioned in Third Schedule read with regulation 15(9) of 1A Regulations.
However, | am of the considerate view that.charging of fees and not rendering
the fees is not covered under the definition of “fraud” under PFUTP
Regulations and hence | feel that there is no violation of Regulations 3(a), (b),
(c) and (d) of PFUTP Regulations read with section 12A(a), (b) and (c) of SEBI

Act, in this regard.
‘%

‘Enquiry report in the matter of in the matter of Star india Market Resea ’égg
t:f (, é‘
o \eﬂ‘f

of 49

13|



;“\\

20

16.13. | note that there were 24 unique complaints pending against the Noticee. The
said complaints were forwarded to the Noticee by SEBI, however, the Noticee.
failed to redress the complaints, and did not file ATR. By failing to redress the
complaints it is established that the Noticee has violated the provisions of SEBI
circular CIR/OIAE/2014 dated December 18, 2014, and Regulation 21(1) and
28(f) of |IA Regulations.

16.14.1 note from the provision of Regulations 15 (12) that it is a general
responsibility of the Noticees to furnish to the Board information and reports
as may be specified by the Board from time to time. | note that the Noticee did
not furnish the information, as mentioned at para 14.14 above, despite
repeated reminders, hence, it is established that the Noticee has violated
Regulation 15(12) of IA Regulations.

16.15. With regard to non-compliance with the SEBI Order dated November 13,

' 2019, | note that just the failure to confirm compliance by the Noticee with the
' directions of SEBI order alone cannot establish non-compliance by the
Noticee with the SEBI order dated November 13, 2019. There is nothing on
record which otherwise prove that the directions have not been complied with
by the Noticee and hence | am not inclined to agree with the allegation that
the Noticee has not complied with the directions of the said order just on the

basis of non-confirmation by the Noticee.

16.16. With regard to allegation that Noticee had obtained registration from SEBI as
an investment adviser by submitting incorrect information, it is clear from the
submissions of Arihant Capital Markets Ltd. that Noticee did not submit true
and accurate facts of his experience to SEBI at the time of seeking registration
as an |A and he was not appropriately qualified to seek registration. Thus, it is
established that the Noticee has violated Regulation 13 of the IA Regulations
and Regulations 6(b) and 6(f) read with Regulations 7(1)(b) and 13(a) of the
IA Regulations.
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ISSUE No. II: If yes, then what recommendation should be made under
Regulation 26 of the Intermediaries Regulations?

I note that there is no material on record to indicate any specific disproportionate
gains or unfair advantage which accrued to the Noticee, or loss suffered by the
investors. The role of an investment advisor is crucial to the development of the
securities market, especially for the entry of the small investors who may rely on
the advice of such |As. However, | find the misconduct of the Noticee, as brought
out in the preceding paragraphs, grossly short of its fiduciary duties owed to
clients. The violations of the Noticee as brought out in the preceding paragraphs
are serious in nature and clearly shows that it has grossly failed in its fiduciary

duties owed to its clients.

RECOMMENDATION

In view of the facts of the case, in terms of Regulation 26(1)ii) of the
Intermediaries Regulations, | recommend that the certificate of registration of
Star India Market Research, bearing Registration No: INA000003627, may be

cancelled.

This report is being submitted to Competent Authority in terms of Regulation

26(2) of the Intermediaries Regulations.

AMIT'KAPOOR
DESIGNATED AUTHORITY

PLACE: MUMBAI
DATE: AUGUST 23, 2023
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