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Show Cause Notice under Rule 4(1) of the SEBI (Procedure for Holdin

Inquiry and lmgosing Penalties} Rules, 1995 in the matter of dealings in
Hiquid Stock Options (ISO) at BSE

PART - A

1. Securities and Exchange Board of India (SEB1) has initiated Adjudication
Proceedings against you (Noticee), under SER| (Procedure for Holding Inquiry
and Imposing Penalties) Rules, 1995 (Adjudication Rules) for allegedly
violating Regulations 3(a),(b).(c),(d) and 4(1), 4(2)(a) of SEBI (Prohibition of
Fraudulent and Unfajr Trading Practices relating to Securities Markets)
Regulations, 2003 (PFUTP Regulations), in the matter of trading in illiquid stock
options at Bombay Stock Exchange Ltd. (BSE).

2. SEB! had conducted an investigation into large scale reversal of trades in Stock
Options segment of the BSE during the period of April 01, 2014 to September
30, 2015 (Copy of relevant portion of Investigation Report is placed at Annexure
1).
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3. Pursuant to investigation, it was observed that during the investigation period, there

were trades executed in BSE Stock Options Segment involving reversal of buy and
sell positions by clients and counterparties in the same contract (refer Paragraph
6 of Investigation Report/Annexure 1). The reversal trades involved squaring off
trades (either buy or sell), with significant difference in the price. You are one
among the entities who indulged in reversal trades, which allegedly created faise
and misleading appearance of trading thereby generated artificial volumes in the
Stock Options Segment of BSE during the investigation period. The trades entered
in the unique contracts were reversed on the same day with same counterparties,
at a price difference which had no underlying basis and without an intention of
performing it or there being a change of ownership/rights in the contracts. These
factors indicate that these trades were allegedly artificial and non- genuine in
nature.

4. In this connection, the undersigned was appointed as Adjudicating Officer under
Section 15-1 of the Securities and Exchange Board of India Act, 1992 (SEBI Act)
to inquire into and adjudge the alleged violations by the Noticee and determine
whether penalty under Section 15HA of the SEBI Act is liable to be imposed.
Copy of communication appointing undersigned as Adjudicating Officer is placed
at Annexure 2.

5. All the entities identified by the investigation including you, indulged in reversal
trades. Your trade details including the trade dates, name of the counterparties,
time, price and volume are available in columns B, E/G, M, P and 2 respectively
of the Reversal Trade Data placed at Annexure 3. Additionally, a summary of
your reversal trades in the Stock Options contracts executed during the
investigation period is placed at Annexure 4.

In view of the above, it is alleged that the Noticee herein, by indulging in
execution of non-genuine reversal trades in Stock Options, created false and
misleading appearance of trading in securities market and thereby, violated
provisions of Regulation 3(a).(b).(c).(d), 4(1), 4(2)(a) of PFUTP Reguiations.
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7. The aforesaid alleged violations, if established, make the Noticee liable for

monetary penalty under section 15HA of the SEB Act, which reads as below:

“Penalty for fraudulent and unfair trade practices.

15HA. If any person indulges in fraudulent and unfair trade practices relating to
securities, he shall be liable to a penalty which shall not be less than five lakh
rupees but which may extend to twenty —five crore rupees or three times the
amount of profits made out of such practices, whichever is higher.”

(Emphasis Supplied)

PART -B
8.  Meanwhile, SEBI has framed the SEB| Settlement Scheme, 2022 pursuant to
the Order dated May 13, 2022 passed by the Hon’ble Securities Appeilate
Tribunal (Annexure 5), wherein the following directions were issued to SEBI:

“17. We are, thus, of the opinion that SEBI should reconsider and seriously give
a thought in coming out with a fresh scheme under Clause 26 of the Settlement
Regulations, 2018. Such scheme can be a onetime scheme for this class of
person. The terms of settlement should be attractive so that it could attract
the noticees / entities to come forward and settle the matter which will
ameliorate the harassment of penalty proceedings to the noticees and at
the same time would help to clear the backlog of these pending matters
before various AOs.” (Emphasis Supplied)

“©0

In compliance with the above directions of the Hon'ble Securities Appellate
Tribunal, SEBI has introduced a onetime settlement scheme called the SEBI
Settlement Scheme, 2022, in terms of Regulation 26 of the Securities and
Exchange Board of India (Settlement Proceedings) Regulations, 2018 in the
matter of llliquid Stock Options. The said scheme proposes payment of
l - Settlement Amount as per the delails given below:

.S No | Number of Contracts* | Settlement Amount (Rs.)
1

1-5 B 1,00,000/-
2 6-50 2,00,000/- N _
3 51 and above u 5,00,000/- base amount + 10,000 per
— | contract

R ~ oy g T T T e e o |
* You may refer o the relevarn Annexureftable of the SCN which CORfains a suminary Of the condrets you

entered to determine the applicable slab for setflement,
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10. The period of the SEBI Settlement Scheme, 2022 will commence on August 22,
2022 and will close on November 21, 2022, so as to provide an opportunity for
settlement to the entities who have executed reversal trades in the stock options
segment of BSE during the period April 01, 2014 to September 30, 2015, against
whom enforcement proceedings have been initiated and are pending. In case
you Wish to avail the benefit of the said Scheme, you may access the details of
the said Scheme, which would be available on the website of SEBI i.e.

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

11. Necessary application for settlement may be filed within the validity period of the
scheme and payment of the settlement amount shall be made online.
Additionally, for any clarification in regard to settlement scheme, you may refer
to the FAQs at SEBI website or send email to scheme2022@sebi.gov.in .

12. Incase you do not wish to avail of the facility under the SEBI Settlement Scheme,
2022, the adjudication proceedings in respect of the allegations contained in Part
A of the SCN shall resume. Accordingly, an inquiry shall be held against you in
terms of Adjudication Rules read with section 15-1 of the SEBI Act, and penailty,
if any, shall be imposed under section 15HA of the SEB| Act. In such case, you
are ,c_au@ upon to file your reply within 30 days of receipt of this Show Cause

(De
ADJUDICATING OFFICER

Enclosures: 1) Annexure 1 - Relevant Extract of Investigation Report
2) Annexure 2 - Copy of the communication appointing the
Adjudicating Officer
3) Annexure 3 - Details of all the reversal trades of the Noticee
4) Annexure 4 - Summary of reversal trades of the Noticee
5) Annexure 5 - Copy of SAT judgment dated May 13, 2022
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investigation In the matier of frading activitles of certain entities in Hllauld Stock Options (02 case)

L. An Interim order daled August 20, 2016 (heteinafter referred fo as "Interim order")
(placed st Annexure 1) was passed by SEB1 in the matter of liliquid Stock Options
restraining 59 entities from buying, selling or dealing in the securities markets, efther
directly or indireclly, in any manner, tif further directions. Confirmetory orders dated
July 30, 2016, August 22, 2016 and August 24, 2016 (herelnafier referrad to as
"Confirmetory order") (placed at Annexiire 2) in this regard, were passed by SEBI

corfirming the directions issued vide aforementioned Interim order against all 69
entities. '

Il. After passing of Interim order, ISD forwarded the matter to IVD for necessary action.

. Subsequant to passing of aforementicned Interim order against 59 entities, SEBI also
passed an Interim order dated February 17, 2016 (placeli at Annexure 3) against 22
trading members In the same matter of liliquid Stock Options. However, the said order
was g6l aside by Hon'ble SAT vide its orders dated February 25, 2016, March 04,
2016, March 08, 2016, March 14, 2016, March 15, 2016, March 18, 2016 and Aprii 05,
2016 (placed at Annexure 4). Thereafter, SEBI challenged the aforesaid Hon'ble SAT
! order in the Hon'ble Supremé Caiirt and Hon'ble Supreme Court vide iis order dated
July 01, 2016 (placed ‘gt Annexure §) direcied SEBI io pass another order after
hearing the concemned entities and also dirscted that til SEBI decides the case
pending before It, the order passed by SAT shall remaln operative.

V. Thereafier, SEBI passed another order dated August 12, 2016 (placed at Annexure 6)
in the matler of frading members in Rliquid Stock Options whereln it was mentioned
that reversal fransactions have diminished on BSE Stock Options segment pursuant to
regulatory interventions and BSE had taken varlous cormective measures including
discontinuation of weskly stock optione contracts and introduction of Reversal Trade
Prevention Check system for the equity derivatives segment. In the said order, no
Interim directions wer*ﬁfrlg;ued against the 22 trading members end it was mentioned
that a final view for appfopriste action should be teken afier completion of ongoing
investigation in the matter. This matier Is being dealt separsately In “Investigation in the
matter of certeln Trading Members in Iiliquid Stock Optlons". The present report deals
with the treding activities of certain entities in lliquid Stock Options.

{ V. Pursuant to investigation by IVD, the following is noted:
J i) The volume in the BSE's Stock Options segment increased significantly during the
year 2011-12 when BSE introduced "Liquidity Enhancement incentive Programmes”

(hereinafter referred to as "LEIPS™) in its derivetives segment. (Page 13-14)

it} During invastigation; il is observed that majority of the volume that was generated in
BSE's Stock Options segment during the I.P, was artificial volume that was generated
by large scale execution of reversal trades / non-genuine irades (54.68% of total
market volume) by large number of entities (14720 entities). However, this generation
of arlificial volume was not restricted 1o any specHic contract or between apy specific
set of entities. This executing of reversal trades was & market wide phenomenon that
existed in BSE's Stock Options segment during the LP. (Page 7-1 3) .

iif) The aforementioned execution of reversal trades on a large scale wes noticed by
SEBl's surveillance system and an Inlerim order daled August 20, 2015 was passed
ageinst 59 top entities that had contributed o artificial volume by executing reversai
tredes. (Page 2-4)

iv) After passing of Iniérim order & Confirmatory order by SEB!, BSE discontinued the

LEIPS scheme from the Stock Options segment with effect from October 16, 2 )
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introduced the system of Reversel Trade Prevention check in BSE's Stock Options
segmen! with effect from March 14, 2016. During the same time, frading in BSE's'
Stock Options segment declined and reduced to nil during 2016-17. (Page 141 GM/

v) BSE falied 1o identfy the reversal tredes thal were execuled in its Stock Options
gegrment during the L.P. and the markel integrity In BSE's Stock Options segment was
breached, It Is noted that BSE ook the corrective measuree only efter SEBI obeerved
the irreguiar trading petiern and passed Interim orders restralning several ?\tﬂies and
trading members fromacceseing the securities markets. (Page 13-16). o,

* \i. Based on the findings of investigation, recommended actions are aa follows:

i) The generation of artificial volume in BSE's Stock Options segment during the |.P. by
execution of revereai frades wes 2 merket wide phenomenon and not resiricled to any
gpeclfic contract / entity. Further, the corrective actions to address the same have salso
been teken by the exchange. Hence, directions lssued ws 11(1), 11(4) and 118 of
SEBI Act, 1992 against 58 entities vide interim order dated August 20, 2015 and
Confirmatory orders daled July 30, 2016, August 22, 2016 and August 24, 2016 may
be revoked.

i) The maiter may be referred lo SEBl's Markel Reguletion Depariment (MRD) fo
exemine the fallure of BSE In ensuring market integrity In its Stock Oplions segment
and o identify any possible policy changes fo prevent such similer kind of trading
pattern (contribution to volumes through reversal trades / non-genuine trades) to ocour
on the exchange plaiform.

The detalie of the Investigetion are glven below:

1. Backaround of the cesg: As & parl of ongoing surveiliance, SEBI came across several
Inetanoes / intsrnal glerts wherein a set of entities were consistently making loss by their
trading in options on Individuel stocks which are listed on the BSE. Trading of these
etities eppeared ebnormal because they were congistently seen making significant
loss by thelr trades which were reversed with the same counierparles efther on the
same dey or the hext day. On analysls of the stock options segment of BSE for the
period April 1, 2014 to March 31, 2046, it was obeerved thet there were. several entlties
who consistently made significant loss and others who consistently mede significant
profit by executing reversel trades In stock options on the BSE. The entifies thal made 2
loss or profit of more then Rs. 5 crore in the stock oplion segment on account of
reversal transactions were shortiisted for further exemination. The following was, Inter
glia, observed by ISD in the exemination:

I} The loss-making entilies were trading mainly in options on individual stocke which
were thinly traded. The tredes by these loss-meking enfities, in meny cases,
contributed to 70% to 100% of total traded volurne for the contracte on thoss days.

i) On majority of occaslons, the quantity of stock options bought and sold by the loss-
meking entiies for & confract was Identical, however, there was a significant
difference in the sell value and buy velue of the trensactions resulting into significant

- loss to the loss-miaking entitles.

1) Substantlal number of transectione was squared up and a mejor percentege of
transactions thereof were trade reversais i.e. if the stock options were sold first to an
entity, they would be bought back in exact quantity from the same entify or vice-
VErss.

iv) As the first leg of these reversal trades, these joss-maeking entitiss were mainly seen
selling stock options without any corresponding offsetting position in the underlying

e SCTIR. In many cases, these options were sold at unreasonably “»w prices.

N
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v) In the second leg of the reversal trades, the options once sold by an entity at
unreasonebly low prices were subsequently bought back on the same day or on the
next trading day at substantially higher prices when compared fo the first leg sell
price,

vi) In certaln instances, variations 1o the above pattem were seen which inter-alia
included loss-making entities Incurring loss by buying the options first instead of
selling them.

vii) Further, during the period.when stock optione position was kept open, there was no
significant change in the price of the underlying scrip to justify the difference
between the prices of the two legs of the revereal trade.

vil)The trading done by loss-making entities in stock options In the above manner,
accounted for significant proportlon of their overall trading on that segment.

ix) The loss-making entities as well as the profitmaking entities were seen irading
repeatedly in deep in-the-money options and deep out-of-the-money optioris on
individual stocks, which were thinly traded.,

x) Majority of the profit-meking entities had opened specific accounts for exclusively
carrying out suspicious fransactions in stock options.

B Subssquent fo passing of aforementioned Interim order ageinst 52 entitles, SEBI also
passed an Interim order dated February 17, 2016 against 22 trading members in the
same matter of fiquid Stock Options, However, the sald order was set aslde by Hon'ble
SAT vide its orders dated February 25, 2018, March 04, 2016, March 09, 2016, March
14, 2016, March 16, 2018, March 18, 2016 and April 05, 2016. Hon'ble SAT made the
following key observations in its aforementioned orders while setting aside SEBI Interim
order dated February 17, 2016:

i) As per Table-2 set out in the impugned order, In all 12584 sliente had traded through
22 stock brokers during the period from 01.04.2014 till 30.08.2015 and out of 12584
clients, 11228 clients of the 22 stockbrokers did reversal irades in the stock options
segment whereby abnormal trading profit has been caused to one set of clients and
abnormal loss has been caused to another sel of clients. If 11228 clients of 22 stock
brokers have indulged in abnormal trades which are detrimental to the interests of
the securities market then the WTM of SEBI ought to have passed restraint order
agalnst those clients first and then proceed against the stock brokers to find out as
to whether they were parties to the objectional trades caried out by the clients.

) ii) If SEBI finds it difficult to take action against 11228 clients who are allaged (o have
indulged in non-genuine trades without carrying out further investigstion, then, by
applying the same yard stick, SEBI could not have passed ex-parte order against the
stock brokers when the investigation is still in progress.

lil) 1f the prima facie view is that the trades of the 11228 clients were not genuine, then
to take action against 22 stock brokers but not against the 11228 clients amounts to
applying double stendard i.e. one stendard for the stock brokers and another

"’_'_:_’(.'.*'::;r-. .";\\
?,;?«_‘f;,x‘;\jn;‘;,,j,’é,}‘. standard for clients, which Is not proper.
é/ & N

; ¢ csh  SEBI challenged the aforesaid Hon'ble SAT order in the Hon'ble Supreme Court and

\ g ;t,-;.i’ Hon'ble Supreme Courl vide its order dated July 01, 2016 direcied SFEBI to pass

L B another order afier hearing the concerned entities and also directed that il SEB!
W decides the case pending before it, the order passed by SAT shall remain operative.

| Thersafter, SEBI passed another order dated August 12, 2016 in the matter of trading

members in illiguid Stock Options wherein it was mentioned that reversal trar%ggi

Investigation In the matter of tradiine activities of ¢ fain o fn fHife ‘ At Vq, \
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heve diminished on BSE Stock Options segmeni pursuant io regulafory interventions
and BSE had taken various corrective measures including discontinuation of weekly
stock options contracts and introduction of Reversal Trade Prevention Check system for
the equlty derivetives eegment. In the said order, no inlerim direclions were issued
against the 22 trading members and it was mentloned that a final view for appropriate
action should be taken afier completion of ongoing investigation in the matter. This
matier Is belng dealt separately In “Investigation in the matier of certaln Trading
Members In Hiiquid Stock Options”. The present report deals with the trading activities of
certein entities In Iilquid Stock Opfions.

Focus end Period of the investigation: The focus of the investigation was 1o asceriain
the whether any of the suspecied entities have violated the provisions of SEB! (PFUTP)
Regulstions, 2003 during the period April 01, 2014 to March 31, 2015,

However, SEB| In its Inferim order dated August 20, 2015 in the matfter of Hliquld Stock
Options recorded the following: “The investigation shail also cover the examination of any
other entily executing similar fictitious trades in the stock options segment.” Further, SEBI in
its Confirmatory order dated August 22, 2018 in the matier of Iliquid Stock Options
recorded the following: "The fact that certain entities have been lefi out of the interim order
does not signify that they are outside the scope of SEBI's investigation or have been exonerated.”
in view of above, the focus of the investigation Is taken as "o ascerialn whether any of
the entities have violated the provisions of SEB] {PFUTP) Regulations, 2003".

The period of examination as taken in Interim order was Aprit 01, 2014 1o Merch 31,
2015. Furthet, S8EBI In tis Interim order dated February 17, 2016 in respecl of Trading
Members In the matter of lliquid Stock Options had exiended the examination period.
The examingtion period as isken in the aforesaid order deled February 17, 2016 was
April 01, 2014 {o September 30, 2015, Since the matter of lliquid Stock Options and
Trading Members in illiquid Stock Options are refeted, the period of investigation for this
report is taken as April 01, 2014 to September 30, 2016 (herelnafier referred to as
*Investigation Perlod" or *|.P.")

Further, wherever nscessery, reference has been made lo period outside the
investigetion period.

1. Identification of Entitles: In the Interim order, the following 58 entities wers identifiad:
Tahis 1 - List of entities agalhst whom sctions were taken In the interim Order
‘ ~__Lose making Entities Profit making Entities
S . |Entity Nama Entiy AN (b |Entity Neme Entity PAN
1 |Adarsh Credh Co Op Soclety Limiisd _ [AAAIAD208) |35 [N M Impex Pvt. L1d. AABCNOB4 1M
Riddisiddhi Bullons Limtied AAACRG727L |36 Vision Sponge lron Pyl Lid, AABCVA781R
/A, | Bherst Jeyanglal Pafs |AAAPPS852R |57 |Umerig Nemani ABOPN7Z78K |
W\ JOuestPartners . |AAAFO3174B 138 Vsp Udyog Pvt Lid. AABCVB3180
% prpri AAKFGYS5A 138 |Shir Cominodities & Futures (P} Ltd. [AAACU7802J
AAACKTOS5P |40 |Jal Annenye Investments Pvi. 1id,  [AABCGO768Q
AAIFJ6651J |41 |Sureshine Vintrade Pviltd AAUCS1804K
TAARFRI408D |42 |Mofisons Commoditios Pvt. Ltd. | AADCM7184M
) |Woodiand Retells Private Limited AABCW1644A |43 |Eveigrowing lron & Finvest PvL Lid, (AAACE1287C |
10_|{Jaldesp Halvaslya AAWPH1706L [44 |Rebanshi Trading AQEPRAO7500
11 _{Kundan Care Products Limited AACCKATA3R [45 | Tradebulls Enterprise Pvi. Lid. AAECT2124M
12_|{Anand Mining Cerporation AAGFADIBTQ |46 |Avii Sahz ____|pCipsasiad
13 |Mehekaleshwar Mines 8 Metals Pvt Lid |AAHCM1276E |47 _|Keten Ramanial Shah Huf AACHKE724K
14 _{Aneninath Vincom Private LimRed AAKCA214BA |48 |Sieel Crackers Pyt Lid. ___|AADCSB683F
15_|Pasha Finance Pvi Lid AARCPE316P |48 |Prime Gold International Ltd. AACCKS756F
i oan Gams B Jewellers Privats Limiled |AAFCASB67D |50 [Ra] Retan Smelters PviLtd AADCRBEEON

I¥D/AD-8/2016-17/73
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[ " Lose making Enfities’ _ " Profi making Entiiss _
:o. Entity Name Entity PAN l?lo Entlty Neme Entity PAN
17_|Skest Comsec Trading Lip ACEFS5896B (51 [Sourabh H Bora ADIPB7863R |
18 _|Ashok Kumar Daman! ACXPDB0BSR (52 [Eden Trading Services Pwt. Lid. AADEC127ZA
18 _|Minay Ramanial Shah Hut AABHVBOO7TP |53 |Mammon Copcast Pvi, 11d, AAGCMS6355
20 . |Swaran Financtal Privale Limied AAECS4024R |64 |Bhawani Ferroug Bvi Lid AACCB3369A.
21_{Vitrag Rejendralumar Sheth BSUPS7330K |66 |Vap Steel PviLid AACCTZBB1K
22 |SavitriSons .- AANF86002C |66 | Panam Steel Pwt. Lid. AAACPR592R
23 |Gyandeep Khemka AGBPKOG40F |67 |Deepak Natvarial Pankhiyan! Huf  [AAJHP3250L
24 |Gendiv Irvestment Private Limited AACCG2017C (68 1Kirli Ramji Kothari AAEPK3218C
26 |Reshl Commercial Company AAAFR1026K |60 [Umesh Malani BDHPM5310A
26 _|Nikhil Jalan i P2042F
27 EMRW . AACCG3141P
28 _|Open Futires And Derivatives Pvi Lid _|AABC01138Q
28 |Pragya Commoditiss Private Limked  |AABCPE764C
30. | Nouvelie Ad ‘Services Pvi Lid AADCN1774A
31_|Gek Stock Private Limbied [AARCASSEIC |
|52_|Om Sales Corporation AARPYA343F
33 _|Prompt Commodities Lid | AADCP1910G
34 |GupnestSingh |AAQPSBEBIE

In the above table, entities appearing at 8. No. 1 to 34 were categorised as "Loss
making entities™ i.e. those entities that had made a loss of Rs. 5 crore or more by
executing reversal transactions in BSE’s stock options segment during the period April
01, 2014 to March 31, 2015. Further, entities appearing at S. No. 35 to 59 were
categorised as "Profit making entities” i.e. those entitles that had made a profit of Rs. 5
crore or more by executing reversal transactions in BSE's stock options segment during
the period April 01, 2014 to March 31, 2015,

However, as mentioned at Para 2, in light of the directions in the Interim order, this
investigation covers the entire trading happened in BSE's Stock Options segment
during the I.P. This includes the frade analysis of all enfities that have traded in BSE's
Stock Options segment during the I.P. (including the aforementioned 59 entitles).

4. Trading in BSE's Stock Options segment during the Investigation Period -
Trade data of BSE's Stock Options segment during the |.P. was obtained from BSE
(placed at Annexure 7) and the following is observed:
Table 2 - Trade data of BSE' Stock Options segment during the LP.

{-Totat No. of unique contracts traded during the L.P, 23,885
: Total No. of trades during the |P. .~ 3,58,372 —
) Total No. of entities traded during the &P, . 21,852
B Total treded volume during the LP. (inno.) ~ 1510,85.98,671 v
Total trdded valua during the LP. (in Rs.) (besed on premium turnover*) Rs. 7204,64,79,847
Total fraded vlue during the I.P. {in Rs.) (baséd on nominal umover’) Rs. 231436,60,66.488

* Premiuwh Turnover = sum total of {(Preniiuin value * quantily of each trade) for all contracts during the 1.P.
* Nominal Turnover = sum total of [(Strike Price + Premiym value) * guantity of euch trade] for oll contracts
during the LP.

Fraom the above 1able, it is observed that during the 1.P., 21,652 entities traded in BSE's
Stock Optlons segment in 23,885 different contracts with number of trades being
3,58,372 and total turnover of Rs. 7,204 crores.

Identification of Reversal Trade / Non Genuine trades and Reversal Trade
Quantity / Artificial volume - Reversal trades have been classified as those trades in
which an entity reverses its buy or sell positions in a contract with subsequent sell or
buy positions with the same counterparty during the same day. For the sake of dlarity, &
contract is shortlisted (i.e. "HDIL14NOV100.00CEW2") and all trades that were
execuied in this contract during the 1.P. is shown below: : ;

Investigetion In the matter of trading activitlgs of certaln an} $ in iould $tock Ootions
Pagel g %3
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Table 3 - Detalls of irades executed In the confreet "HDILT14NOV100.00CEW2" during the LP.

Trada Trade

s s Buy Ord rad

o, (Date Buyer Selier Soll Order |Buy O1der 1vade Time Rats (i ity Valus (i
Ramdul

1 12111!2014ilnfrapmjects ;”‘”’ ‘"’;_’;"’ 16:21:01.04|15:24:26.78] 15:24:26.73|  1.1] 120000] 132000
PviLid ervices

2 |13M1/2014 ‘;"ht':g:lh'“ Shatinl Jein 10:54:35 77| 10:54:41.95| 10:54:41.88]  1.25] 400000\ 500000

3 113111/2014 Iﬂ’:g,‘:]""” Ehalini Jain 10:54:28.05|110:54:41.05 10:54:41.85| 04| 4000] 400
Samarth )

4 |13/41/2044 [Financial m"”"”" 12:11:42.43]12:44:41.70] 12:11:43.70] 1.15] 48000 56200
Services I
Samarth

5 |13/11/2014 [Financial 'gﬂ:""“a““‘ 12:10:48.83)12:14:41.70] 12:41:41.70] 12| 4co00] 7600
SILN.E“ —
Kanan Samarth Financial e qq.

6 [1arsrz094 Fart: Bheh [Sardm 12:19:27.36] 12:18:30.76| 12:13:30.78] 0.05| 48000 2400
Kanan Samarth Financial| ... q e Y P

7 [1nirporq[nan - Semenh 12:1327.36(12:12:38.37] 12:13:30.37| 0.05| 44000] 2200

TOTAL 7,12,000] 7,49,600)

Below mentioned are some of the observations made from the above table;

a.

In total 7 trades were executed in the contract "HDIL14NOV100.00CEW2" during
the L.P. Qut of 7 trades, Samarih Financial Services placed a buy order of 96,000
units of Put Option of contract "HDIL14NOV100.00CEW2" on 13/11/2014 at
12:11:41 pm. This buy order got maiched with pending 2 sell crders of Kenan
Khanik Shah in the same contract for a total of 96,000 units. This resylied In 2
tredes with total trade quantity of 96,000 units and traede value of Rs. 1,12,800.

. Thereafter, on the same day, aboul 2 minutes later, Samarth Finenclal Services

placed a sell order of £2,000 units of contract "HDIL14NOV100,.00CEWZ" which
got matched with corresponding 2 pending buy orders of Kanan Khanlk Shah in
the same contract for a tolal of same unlts. This resulled in 2 {rades with {olal
{rade quantity of 92,000 units and {rade value of Rs. 4,600,

. The remaining 3 trades in this confracl during the LP. were executed beiween

different set of sntities and were nol raversed by them.

. From the above, it can be seen that total nusmber of non genuine trades that were

executed in the confract "HDIL14NOV100.00CEW2" were 4 (frades shown al S.
No. 4 to 7 al Table 3) and total ariificial voiume generated through such non
genulne irades was 1,84,000 unlis (48000+ 48000+ 44000+ 44000).

. The entity wise contribution t& number of hon genuine trades and sriificlal volume

in the above contract Is shown beiow:

Table £ - Entity wise contribution fo non.genuine tredes end ertificlal volume in the contract

“"HDIL14NCV100.00CEVW2" during the P, _
Artifictel Number 19 of arifficiat volume 1% &f number of
8. Entity Name volume of Non [|generzted through non {non genulne
He. ¥ through non  |genulne (penuine frades to total |frades to total
genulns trades itrades  [market volume market trades
1 1Samarh Flnancie! Sarvives 1,84,000 . 26.84% 57.14%
2 _{Kanan Khanik Sheh 1,84,000 4 25.84% 87.14%
[Tots! Non genulns trades 1,84,000 4 25,5454, 57.14%

P

ﬁ\

Frem Table 3, # is observed that trades at 8. No. 4 1o 7 are considered as non
genuine irades. Further, out of 4 non genuine trades, Samarth Financial Services
was Involved in all such 4 trades (by appearing as buyer in 2 trades and as ssller
in 2 {rades). Hence, it is concluded thal Samarth Financial Ssrvices was Involved
in 4 non genuine rades and generated artificiel volume of 1,84,000 through
oy, feversal rades. Simllarly, Kanen Khanik Shah was also involved in 4 non genuine
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trades and generated artificial volume of 1,84,000 through reversal trades. Hence,
the aforementioned two entities have violated Regulations 3(a), (b), {¢), (d), 4(1),
4(2)(a) of SEBI Prohibition of Fraudulent and Unfair Trade Practices relating to
Securities Market) Regulations), 2003.

SECURITIES AND EXCHANGE BOARD OF INDIA

Analysis of Reversal trades / Non genuine Trades during the LP. - The modus
operandl that was identified In the Interim order and Confirmatory order was that certain
entities had continuously made profits and certain entities had continuouely made
losses by reversing their trades or executing reversal trades in various individual Stock
Options contracts on BSE's Stock Options segment. In the Interim order, these reversal
frades wera also referred o as "non-genuine tradeg”

In view of the directions in the Interim order and Confirmatory order, investigation of
trades has baen done for all entities that had traded in BSE's Stock Optlons segment
during the I.P. Total number of contracts during the L.P. was 23885 contracts. The
detalle of {rading In such 23885 contracts are shown in table below: :

Table § - Deialls of trading in ali contracts of BSE' Stock Options segment during the LP.

[Particulers TOTAL

Romber of contracts

23,805 |

Total Number of entities

21,652

Tumover {In Rs.)

Rs. 7,204.65 crores

Treded Quantity

1,510.96 crores

Numnber of irades

3,68,312

Number 6f Non genulne trades
Artificlal volume generated through Non genulie trades
% of Ndn genulne trades to total number of market trades
% of artificial volume generated through Non genuine trades 1o market volume |
Number of entities !n\rpl\m_d in executing non genuine trades
From the above table, the following is observed:
i) Outof total trades that were executed In BSE's Stock Optlons segment during the
I.P,, 81.38% trades were Non genuine trades, '
li) Total artificial volume genserated though such Non genuine trades was 54.68% of
total traded volume in BSE's Stock Options segment during the 1.P.
i) Out of 21,662 antities that hed traded in BSE's Stock Options segment during the
I.P., 14,720 entities were involved in execuling such Non genuine trades.

2,81,643
826.21 crore
81.38%
54.88%

- 14720

Contrac! wise analysis of trade data during the LP.- Total number of unique
contracts that were iraded during the 1.P. in were 23885 contracts. It may be noted that
trading in one contract may or may not impact trading in another contract since
contracts are unique in terms of underlying stock, strike price, expiry date stc. Furiher,
out of 23,885 contracts, there would be certain contracts in which the number of trades
would be minimal (as the total irades across all contracts during 1.P. were 3,58,372).
Hence, analysing trading in each contract separately would not be feaslble. Therefore,
the confracts are first classified based on the number of trades executed in each
contract and then the analysis of separate categories of contracis is done. The
contracts are categorised based on the number of trades in each contract as shown
below:

Tabls 6 - Categories of contracts bused on number of trades in each contract

S Classification of |Number Number
N;o. contracts by of of

Number
of entities
traded

Turnover {In Rs.} |Traded Quantity

number of trades contracts trades
1 [>5000 {rades

8

22.66,20,060)

1,30,11,500)

52,858

2

=

1001-5000 trades

56

57,88,68,062

2,18.05,375

1,04,533
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8 Classification of |{Number Humber | Number
N‘o_ contracts by of Turnover (In Rs.) |Traded Quantity |of of entities
" |number of irades |conbacts trades | fraded
3  |101-10D0 trades 82 64,10,16,313 11.21,98,760]| 41,226 554
4  |51-1D0 tradss 136 456,04,80,004 67,28 33276 B854 2,085
& {41-5D trades 113] _ 211,87,26,388 35,60.28,000f 5082 1,742 |
6 |31-4D trades 270 421,22,83,226 £1,76,16,208| 8433 3,300
7 |21-30 trades 728 766.64,32,419 162,35,55.460! 17081 © 5,580
8 |11-20 tredes 2801 1708,37,05,026 40562668741 41,828 10,268
g |1-10 tradss 19601 34£3,73,97,353 730,52,.84 935! 76,818 13,870
Total Markel 23886] 7204,64,79,847 1610,98,88,571| 3,568,372 21,652

From the above table, il i observed that maximum trading in terme of turnover had
happened in contracts in which the number of trades are less than 10 trades In each
contract, li is evident from the fact that oul of total trading turmover of Rs. 7204 crore
(approx.) in BSE’s Stock Opfions segmenti during the 1.P., Rs. 3493 crore (48.40% of
totel market) wae contributed by confracts in which the number of frades was betwesn
1-10 trades each. The lotal number of such contracls was 19601 confracis out of total
23886 contracte in which trading heppened durlng the I.P.

The aforementioned classification of contracte was further classified Inte 2 broad
calegories:

i) Group A Contracts - Includes all such contracts in which number of trades was
more than 100 frades during the |.P. (L.e. contracts shown ei S. No. 1 to 3 in above
iable). Since the number of trades In esch of these contracts e more end
consequently the number of entitfes treding In each of such contracte was also
more. Hence, lrades heppened in thess conlracts were analysed in defsll to
Identify any manipulative patiern.

it} Group B Contracts - Includes all such contracis in which number of trades was
equal to or lees than 100 trades during the 1.P. (l.e. coniracts shown at S. No. 4 to
g In above table). In Group B Contracts, the number of frades happened was very
less and consequently the entities trading in each of such contract was also less.
in such a scenario, there ie high possibility that the buy / sell orders placed by ona
entity get matched with the same entlty or with a few entlties only who had traded
In such contracts. Hence, the percentage of artificlal volume through reversal /
non-genulns frades fo tolal trading volume would be very high. However, this may
not be called as manipulation as the number of entities trading in each of such
coniracts would be very few and the reversal irades are bound to happen In such
scenario. Further, in Group B contracts, the chances of repetition of any
manipulative pattern (in terms of reversal / circular trades) by any paricular entity
in & particular confract are also limiéd as the total number of trades happened In
each confract Is less (less than 100 trades).

P3N .Analysis of trades In Group A Contracts - As mentioned above, Group A contracts
\refers to all such coniracts in which number of trades was more than 100 trades
during the |.P. The number of such contracte during the |.P. was 146 contracts. The

detalls of trading in such 146 confracts is shown in table below:
/' Tehbis 7 - Detalls of trading in Group A contrects during the 1P,

% Classificeflon of toni . - TOTAL
»5000 1001-5600 (101-1000 {>100
Pamgulam tredes trades {rades {rades)
Number of contracls 8 [13] §2 146
554 __ 614
Rs. 64.1| Rs. 144.65
crores crores
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Clessification of contracts | T TOTAL ]
. »5000 ‘[1001:5000 [404-1000 |(>100

i S ___ltrades _ltrades ltrades |trades) |
Traded Quantity N B 1,30,11,6001 3,18,05,375]11,27,66,750]18,71,13,625
Number of trades - 52,889 104533  41,295] 1,86,618
Number of Noh genuine trades 52,841 1,04,484] 35,864 1,897,188

icial volume through Non genuine trades | 1,30,07,750. 3,18,94,500] 4,50,73,750} 8,99.76,000
% of Non genuline frades fo total number of . .
market trades ; 88.97% 90.85% 96.70% £9.28%
% of Artificial volume generated through Non i .
genuine trades 1o total market volume 80.97% 99@7% A0.47% 5727%
z:::l;ar of entities involved In Non genuing 28 79 220 278

From the above table, the following is observed:

i} Almost all trades that had happened in category of contracts with more than 1000
trades each were non genuine trades. Further, the artificlal volume generated
through such nen genuine trades was also 99.97% of total trading volume in such
contracts.

i} In category of contracts with trades between 101-1000, the number of non
genulne trades executed was 96.70%, however, the artificial volume generated
through such trades was 40.17% total market trading volume in such contracts.

Il) On an overali basis, the number of non genuine trades during the I.P. in contracts
with more than 100 trades each (Group A contracts) was 99.28% of total number
of trades in such contracts which signifies that these confracts were used by the
entities for only reversing their transactions.

iv) The totel number of entities that were frading in Group A contracts was 614
enlities and out of these 279 entities were indulged In executing non genuine
trades.

7.2. Analysls of trades in Group B Contracts - As meritioned at Para 7, Group B
contracts refers to alf such contracts in which number of trades was equei to or less
than 100 trades during the I.P, The number of such contracts during the I.P. was
23739 contracts. The delalls of trading in such 23739 contracts is shown in table

below:
Table § -~ Detalls of trading In Group B contracts during the LP..
Pariculars o TOTAL (<=100 frades)
Numberof contracts o 23,730
{Total Number of entites o 21,526
 Turnaver {in Rs.) ____Rs.7,060.08 crores
Traded Quandity 1,495.26 orores
Number of frades 1,560,754
Number of Non genuine trad:s 94,454
Artificial volume generated through non genuine trades - ___B17.21 crores
% of Non genulne trades fo tofel number of markel trades - 59.12%
ey % of artificlal volume generated through non genuine trades 54.65%
_ vn:‘i\\ to total market volume ki
. . SL_%\\ Number of entities Involved In non genuina trades 14,6786

From the above table, the following is observed:

In Group B contracts during the 1.P.

i) Percentage of non genuine trades was 59.12% of total frades that were executed

ii) Artificlal volume generated though such non genuine trades was 54.65% of total
traded volume in Group B contracts during the |.P.
iif) Out of 21,526 entities that had traded in Group B contracts during the L.P., 14,676
entities were involved in executing non genuine trades,

investiation in the matier of trading acthities o
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7.3.Entities involved in executing non genuine trades across all contracts — As
mentioned at Table 5 of the repor, it is observed that 14,720 entities were indulged in
executing non genuine frades during the |.P. A summary of non genuine trades

executed by top 10 entlties during the 1.P. is given in fable below:
Table 8 - Summary of non_genuine trades executed by fop 10 entlfies In all contracts

Number % of arttficlal % of non
5. Artificlsl jof Non [(0iume gonaraled jganuine
I Entity PAN  |Entity Neme Volums nulne rough Non tradss to
o B e [peruulne trades to_ total market
B 1 market volume |trades
AAIFJBBE1J |J B Overseas 30,7027 4,968 2 1.56%
AABCNOS4 1M [N M Impex Pyt Lid | 24,5742,600] 5,645 183% 1.55%
2 ADCM7 184 M Motisons Commodiiies PvilLd | 224608000 339 149% 0 .w_ji
ABC [ 21,85.44,000{ €30 1.45% 0.23%
1155 680! 0.76% 0.18%:
8.01.31 628 0.60% D.16%
_ 8,71.80 100 0.55% 0.03%
' lron Pvi Lid 7.00567400] 544 0.53%! 0.15%)
—{AAAJAD206) |Adarsh Credt Co O Soclslyiid| _7,87.71672] 868t 0563% D.27%
10 |aaacEtzerc [EvFarowing lon K Fivest P4 | 7 6560600 258 oS 0.07%
Total of Top 10 entltias T47,50,21,798] 14,69 8,70%). 4.05%
Grand Total - All Reversal / Hon genuine Trades |826,20,50,626(2,91,643 54.66%]  51.98%

From the above table, It is observed that top 10 entities were Involved in
executing non genuine trades that contributed 4.08% to total number of trades
execuled In BSE's Stock Options segment during the L.P. Further, the
contribution of top 10 entifles ta artificlal volume generated through non genuins
trades was 9.76% fo total market volume during the |.P. It was also observed
that all the aforementioned 10 entities were parl of those 59 entiles against
which directions were Issued [n the Interim order dated August 20, 2015.

Apart from the Individual contribution of entities to market volume through non
genuine trades, the contribution of varlous unique pairs of entitles was also
analysed. Here, Unique Palr of enfities refers to any 2 entities who had
engaged in reversal of {rades among themselves. Contribution of Top 10 such
pairs of entities who have contributed meximum to artificial velume by reversing
thelr transactione acroes all contracts in the market during the LP. are shown

t{able helow:
Table 10 — Artificial volume genereted by top 10 pair of entities during the Investigation

Period _
Artificlal bk ratod :‘J" h;;m'
3. ene 1]
Pllo. Entity A E‘nﬂty B volums I‘Ion genuine trages fo
. total mevrket volume
1 |Motisons Commodities Pvi. Lid* |Gyandeep Khemka® 6,14,62,000 0.34
2 Umang Nemant* Shif Servasaral Bals|i Steels Ltd. 32182000 0.21
3 M Commacities Pvt Lid* [Calendula Teledsts Pit. L1d, 291.56.000 _._0.19%
4 [foenaben Sureshchandra Umang Mahendrs Shah 2,54,28,000 0.17%
5 [Vindus Holdinos Ltd, _ Umanu_Nernani* 2,32,22.000 0.15%
& [Shrea Ganesh Tradars Pragyz Commodities Pt Ltd.* : .12,_5_8,000I 0.14%
7 |Sa “Stocks Pyl Lid. Pragys Commodillas Pyl Ld.* 2,05,40,000 0.14%
€0 Pyt Lid” |Manol P ' 1,81,38 0.1
8 |GCK Stook Pyt Ltd.* Bhres Beanesh Tradets ¥ 000 4]
10 [Gop! Kishan Malanl Mano] Pincha 1,85,53,000 0.10%
otal of Top 11 palr of entitiss ) | 26,68,69,000] 1.70%
Grand Total - All Reversal / Non Genulne Trades §28,20,50,626 54.68%|

* Reprosents those entitles against which directions were iseved in Interim ordar deted August 20, 2015
From the above table, It is observed that top 10 unique pair of entities have
together contributed 1.70% fo markel volume and none of the single unique
pair of entitles have contributed more than 0.34% to total market volume. On
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analysing complete trade dale of all contracts during the 1.F., it Is observed that
there were 22660 different pairs of entilies who have contributed 54.68% to
tolssl market volume through nen genuine trades.

7.4.Conclusion on trade anelysie -~ The following are the key observations made at

Para 7.1, 7.2 and 7.3:

[} The percentage of non genuine trades executed to total number of trades was
higher in Group A contracts (89.30% of folal frades) than in Group B contracts
(69.32% of total trades).

il} The arlificial volume generated through non genuine trades was almost same for
both categorles of contracts (Group A contracts - 57.27% and Group B confracts -
54.65%).

iif) Trades of all entities across all contracts are analysed and it is observed that the
top most unique palr of 2 entities that have contributed to arificial volume had
contributed 0.34% to total market volume and top 10 pair of entities. contributed
1.70% to market volume by executing reversal trades. Hence, no concentration Is
seen between any specific set of entities who had contributed o artificial volume
through reversal trades. However, a large number of entities (lotal 14720 entities)
were engaged In generation of artificlal voliime by executing reversal trades.

In view thereof, it is concluded that majority of the volume that was generated in
BSE's Stock Options segment during the 1.P. was arlificial volume. A iotal of 14720
entities were involved in executing non genuine trades thereby violating Regulations
3a), {b), (c), (d), 4(1), 4(2Xa) of SEB! Prohibition of Fraudulenl and Unfalr Trage
Practices relating to Securities Market) Regulstions), 2003. However, this ariificial
volume was not restricted between any specific set of entities. This exscution of
reversai rades was a market wide phenomenon that existed in BSE's Stock Options
segment. Further, SEB! passed dirsctions ageinst top 59 entities vide Interim order
dated August 20, 2015, The same is discussed at Para 8 of .the report, it is also
observed that after passing of aforementionsd Interim order by SEB!, various
measures have been taken by the exchange to resolve this probiem of reversal
trades. The same Is discussed at Para 10 of the report.

In view of above and in particular that being a market wide phenomenon, no action is
recommended in the matler. Hence, directions Issued u/s 11(1), 11(4) and 11B of
SEBI Act, 1992 against 59 entilies vide interim order dated August 20, 2015 and

{ Confirmatory orders dated July 30, 2016, August 22, 2016 and August 24, 2016 may
be revoked,

8. Analysis of trade data of 59 entities against whom directlons were issued In
Interim order and Confirmatory order -
in the Interim order and Confirmatory order, directions were issued against 59 entitles,
A sunimary of reversal trades executed by these 59 entities in all Stock Options

contracle during the 1.P. is given in table below:
Table 11 - Summary of Non genuine trades executed by 59 entities agatnst which directions were

T ___issued in Infterim and Confirmatery order
N 3 Kumnber of % of artificlal volume [% of non
S L |8 Entity Name Artificlal Non generaled through  genuine
G S o NG, | volume getivine  {Non genulne trades to |trades to fotal
R { trades tote] market voluine . |market trades
: 1}4.B.Cversess T 30,70,27,560 4966 L 2.03%] _1.38%
R 2N M Impex Pvi, Lid, - 24,67 42,500 5545 T 183% 1.66%
W | 3iMotisons Commndities Pyl Lid, | 224806000, 339 _1.48% 0.08%
. | 4lUmang Nemani T 218544000 830 1.45% 0.23%
__5lvsp Udvog Pui. Ltd. 11,66.37.000 580 D.76%

Investigation in the matter of trading ectivitles of certain entitles in Iliguid Stock Op tions
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" [Number of [% of artificlal volume % of non
S. Entity Name Artificial Non gensrated through genuine
Ke. volurme genuine |Non penuine trades to [trades to total
trados  |total market volume  jmarkei trades
8|Gumeet Skiph 8,04,31.204 528 0.60%] 0.15%
7 G andeep Khamka B.H.Bﬂlgﬂ_g 100 0.68% 0.03
§{Vision Epenge Iron Pvi. Lid, 7,60.57 400 544 0.53% 0.16%
| B Marsh Credit Co g Soclaty Limited 7,97.21872 989 0.53% 0.27%
10jEveroroviny Ion & Firvest Pyl Lid. 'r,@,%,soo 263 n.sz%l D.07%
11lPrenys Commodiias Pyl Ltd. 7 142 0.50% 0.04
12|Jal Ahnanyg Investments Pvi. Lid. 7 483 D.48%: 0.14
18iMahakaisshwar Mines & Metals Pvi Lid 7,24 38 600 455| 0.48% D.13%
i4]Kundan Cams Producis Limiied 7,17,69,750 656 0.47%] 0.18%
1 3 th Gems & Jeweters Pvi. Lid 7,96,45.000 1646 0.4 0.48%
Shir Commodities & Futures Pvt. Lid. 8,23,32 000 79 0.41 0.
1 m:'m drakumer Sheth_ 543,70, 1510 0.38%
| _18!/Rashi Commerels! Conipany: 8,24 23 808 820 D0.25% 0.00%
18{Piime Gold, lrllarmﬁon Limited 5,12,15,000 . 97 _0.34% 0.03%
0|Open Futures And Derivetives Pvi. Ltd, 4.47.21,000 282 0.30% 0.08%;
|~ 21|Gok Stock Pyt Lid. 4,08,84,000] 88 027% 0.02%
22|Mammon Concast Pvi. Lid. 3.8327,000 230 0.26% 0.06%|
28!Svwaran Finandial Pvi. Lid. 537,020 a2 0.22% 0.00%)|
iAnand Mining Corporation ,28.41.000 298| 0,22% 0.08%:
p 3,28,17,500) 201 0. zzZ‘ —_ 008%
291,234,000 528 0.19% 0.15%
2,81,17,500] 288 .0.12% 4] 08%
2,78,61,000 90 0.18 0.03%
2,76,68, 750 0.16% 0.21%)
2,75,50,000 402 0.18% 0.14%
2.55,25.7650 812 0.17% 0.17%,
2,21.43,000 400]. 0.16% 0.11%
2,00.25,000 398, 0.13% 0.11%.!
1.85,92,500 130|' 0.12% 0.04%)
1 7.600 208 ) 0.12% 0.00%
1,70,43,000 258 0.11% 0.07%
47|0m Sales Corporation 1,59,67,500 38 0.11% 0.01%
38/ Bhawanl Ferrous Pvi Lid 1.58.96,500 &4 0.11% 0.02%
30Prompi Commoditios Lid 4,64,18,0 ¢ 0.10% 0.0
| 40ISies! Crackers Pyt. Ltd. v 114 10"
41|Sourabh H Bora_ 1,38.45,000 228 I
42|Ketan Ramantal Shah Huf 126,683,500 137
43|Savitd Sons 1,28,50,000] 417
44Vingy Ramanlal Shah Huf 1.25,98.000' 118
45 Ana Vhr.om Pyt Lid. 1 500 83
] prisas 1,.21.77,000 5121
4? Pmam smel Pvt. it 1,13.85,500 78
48!Pasha Finanoe Pyt Lid 1,00,88 00D 152
49Rejfatan Smelter Lid 08,26 280 78
EOGandN Investment Pyt Lid. 87.45.000) 182
51| Ashok iumar Damant 81,209,000 84
by _S2iPr asha Meven Finanbe Ltg 73,76 104
Y 53| Deotiak Natvarial Pankhiyvanl Huf 71,27,000 85
P4 Vsp Stesl Pvi Lid o 55,72,250, 26
o E51Eden Trading Sawiﬁas Pvt Lid. 51,88.000] 201
E. : adebulls Enterprise Pvi Lid. 4547 180 60
*htlBkeat Comse II‘i Lip I T 18,94,%‘ 16
'5&7"4' szh Malant L)
. - % 5f{Cee Fes Securilies P Lid . 0
L7 Tvotal Of 59 Entities ] 140.77,10,680] 28,084
Grand Totsl - All Non genuine Trades | 626,20,50,826) 291,843

From the above table, it }s observed thatl the percenlage of artificial volume
generated by aforementioned 59 entities ranged between 0% to 2.03%. However, it
Is also observed from Table 10 thai the maximum erifficial volume generated by

executing non genuine trades by a unique pair of entities was 0.34% that was
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generated by Motisons Comodities Pvt Ltd (mentioned at S. No. 3 In above table)
and Gyandeep khemka (mentioned at S. No. 7 in above table). Further, arificial
volume generated by top 40 unigue peir of entlties taken together is 1.70% to market
volume. Hencs, it is concluded that the generation of arlificial volume by execuling
reversel trades / non genuine trades was not restricted to any specific set of entities.
However, it was a market wide phenomenon that existed in BSE's Stock Options

segment.
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ﬁ*";E\Actions taken pursuant {o preliminary examination done by S8EB! (18D} In the

S

matter of liliquid Stock Options:

ISD conducted preliminary examination in the metier of Hiquid Stock Options &nd
observed that certain entitles were consistently making loss and oer_baln entities were

ISD had Identified a total of 50 such entitiee that wers continuously meking profits /
losses by executing reversal trades. _
Below mentioned are some of the major actions taken efier completion of
eforementioned ISD's examination:

IVD/ID-8/2016-1 7173



-

" .?n"cluslon and Recommendations - ' L
11/.Concluslon - In view of observations made in the investigation, the following is
) concluded: .~
i) The volume In the BSE's Stock Options segment increased significantly during the
~  Year 2011-12 when BSE introduced "Liquidity Enhancement Incentive Programmes”
(hereinafter referred to as "LEIPS") in its derivatives segment.

i) During investigation, i is observed that majority of the volume that was generated in
BSE's Stock Options segment during the I.P. was artificla! volume thal was
‘generated by large scale execution of reversal trades / non-genuins trades (64.68%
of tote! market volume) by large number of entities (14720 entities). However, this
generation of artificlal volume was not restricted to any epecific contract or between
sny speciiic set of entities. This execuyfing of reversal frades was a” market wide
phenomenon that existed In BSE's Stock Options segmient during the LP.

lii) The aforementioned execution of reversal trades on a large scale was noticed by
SEBI's survelllance system and an Interim order-dated August 20, 2015 was passed
againgt 59 top.eritities that had contributed to artificial volume by executing reversai
ﬁadés.

iv) After passing of Interim order & Confirmatory order by SEBI, BSE diecontinued the
LEIPS scheme from the Stock Options segment with effect from Oclober 16, 2015
and Introduced the system of Reversal Trade Prevention check T BSE® Stook

: Options segment wilh effect from March 14, 2016. During the same time, trading in
. %_,,gégg's___smck Options segment declined and reduced to,nil during 201_6—32’fﬁa

11.2.Recommendations -
i) The generation of arlificial volume in BSE's Stock Optiong segment during the [.P.
by execution of reversal trades was & market wide phenomenon and not restricted to
”  any specific contract / enity. Further, the corrective actions to address the same
have also been.taken by. the exchange. Hence, directions Issued ufs 11(1), 14(4)
and 11B of SEBI Act, 1892 against 59 entities vide interim order dated August 20,

A%
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2015 and Confirmatory orders dated July 30, 2016, August 22, 2018 and August 24,
2016 may be revoked.
if} The matier may be referred to SEBI's Merket Regulation Depariment (MRD) to
examine the failure of BSE in ensuring market integrity In lts Stock Options segment
and fo identify any possible policy changes to prevent such similar kind of trading
pattem (contribution to volumes through reversal tredes / non-genuine tredes) to
occur on the exchange platform,
12.Action Chart
Table 13 .
Mo
Neture of
8. Nature of |Action
No. Entity PAN Entity Neme ;Ini“&lngs in Awnulmu lat.I:’ Evidence |Proposed
ne
1|AAAJAD266)  |Adarsh Credit Co Op Soclety Limied Entifies a1 5. Entities
2|AAACRE7271._ | Riddisiadhl Bullons Limited “[No.1-50 at 8. No.
3|AAAPPBG52R | Bharst Jayantilal Patel -850
A|AAAFQS174B |Quest Parinars The generation Trade Log
5|AAKFG7505A |Gsjanan Enterpriscs of arfificlal dats, BSE |Directions
6|AAACK70RBP |Kundan Rice Mills Limited volume in Reply Issuad ws
7)AAIFJ6651) __ |J B Oversess BSE's Stack ¥,
8 [AARFR1408D _|Raghay Conwmotities ' Oplions 11(4) and
SIAABCW1844A |Woodiand Rstalls Privats Limked segment during V1B of
10]AAWPH170BL _|JakiesD Hahwaslya oty e
—11|AACCK4743R_|Kundah Care Products Limiied "“"““”l — T
12| AABFADTBTQ_|Anand Mining Corporation ‘ m’“:‘m ket ;'ggm
13| ARHCIM1276E |Mahakaleshwar Mines & Metals Py Lid. | 20 vide
| 14| AAKCAZ146A_|Ananfnath Vincom Private phanomenon interim
[ 15[AAACP8316P_ |Pagha Flnance Pviltd involving 14720 order
1 EIAAFGASSWD Xion Gems & Jewsliers Pvt. Lid, entiles and not dated
7|ACBFS5886B | Skeet Comsec Trading Lip restricted to Aupust 20,
18|ACXPDBOBIR {Ashok Kumar Daman] any speciic 2015 and
16|AABHVEOD7P_ {Vinay Ramanlel Shah Huf contract / Confimnato
20|AAECS4024R | Swaran Financla] Private Limited entity, The ry orders
21{BSUPS7338K VlraE Rajendmicumar Sheth coreptive daied July
22| AANFE6902C |Sevilri Sons actions 1o 30, 2018,
23|AGBPKOB4DF |Gyandeap Khemka address tha Augusi 22,
24|AACCG3017C |Gendlv Investmerd Private Limiied same have 2016 and
| 25[AAAFR1026K _|Rashl Commarcial Company been taken by August 24,
| 26|AADCP2042F [Nikhil Jalen BSE pursuant 2016 may
_27|AACCG3141P |RakeshKBald to passing of be
28] AABCO11306Q |Open Futures And Derivetives Pvt. Lid | intesim ordar revoked.
39| AABCP5764C | Pradya Commodlities Private Limked | deted August
W Nouvelle Advisory Services Pvi. Lid, |20+ 2015
Gok Sfook Private Limited
Om Sales Corporation
Prompt Commoditles Ltd ]
Gumaeet Singh
N M Impex Pvi. Lid. o
VisbnSponpefron Pyl ldd, |
37{ABOPN7213K_{Umang Nemanl T
AABCVE316G _|Vap Udyod Pyi. Lid,
selmcureoz.l 8hir CommodHies & Futures (P) Lid.
| 40| AABCGO762Q |Jal Annanys Investments Pvi. Ltd.
41| AAUCE1604K |Sureshine Vinirads Pvt Lid '
| 42| AADCM7184M |Wiotisons Commodities Pvi. Lid. )
43|AAACE1287C !Eversiowing Iron & Finvest Pvi. L0, |
44| ACEP _[Ralbanshi Trading
45|AAECT2124M | Ttadebulls Enterprise Pyi. Lid.
4B|DCIPSSB130 jAvi#tSaha ;
_47|AACHKE724K _|Keten Remaniat Shah Huf ]
2 3
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Entity FAN

=
&

Entity Name

Mature of
Findingr in
Brief

AADCSE6E3F

Steel Crackers Pyl Ltd,

Violation |
ml!ee ] Hature of |Action
Reguletic

na

Evidence |Proposed

AACCKITESE

Prime Bold Intemation Lid.

ARDCRE6E80N_[Ré[Ralan SmeNets Pvilid.

ADIPB7603R _
AADEC1272A

Sourabh H Bora

Eden Trading Services
AAGCMEB35G |Mammon Concast Pvi.

PVi, L.

Ltd.

AACCB3368BA

Bhewanl| Ferrous Pvi Ltd

ARCCT28BIK

Vep Stesl Pyl Lid

AAACPBSB2R

Panem Bteel Pvt. Lid.

AAJHP3250L  1Duepak Netvaral Pankhivani Huf

[AAEPK3216C | Kirll Ramji Kothari . . .

R S

HPIM5310A, -[Umesh Malani

13. References {0 other department

Hame of ently [Violtlons

Evidence

HSE Limited
ils Slock

BSE fulled to identiy e reversal tades thal wers sxecuted in
Oplions sepment during the 1P, and the market
ineqrity ih BSE's Slock Options segrment was breached.

Trade dzis. BSE Reply

14. Past Actions Agalnst The Alleged Entitles (SEBI Actlon Taken Report)
SEBI ATR datzbase has been checked on November 23, 2017 for ali entiles mentioned in
Action Chart {Table 14) and the past actions are observed against the following entities:

Table 16 —r— o . - -
fl.n Entity Name Entity PAN Action Teken Case Neme
ST | Eriquiry Global Telesystom Lid. ]
Adjudication Ponnl Sugara {Erode) Limiied
. Tate Finance Lid- Backdated transactions
. Enguiry & Prosecution
1 |Bharat Jayantilzi Pate) ABAPPBBS2R  fr— oo H1 the shares of GTL & GECS
1118 Proceedings & Enquiry [BPL, Videocon, Sterlite
148 Proceedings & Enqulry |Aslan Star Company Limted
[ — Adudication "~ {Verun industiies Limies
. . Adjudioation | Ees Dee Aluminium {id
2 |Gajanan Enterprises AAKFETEG5A Adjudication 'MIC Elestonics 118
. . Adiudication Anollo Tyres Lig i
3 anm Investment Privale |4, 0008017C [Adiudication Ponn! Sugars (Erods) Limed
: Adjudication & 118 - =
|4 |Gyandesp Khamka AGBPKOB40F Pmﬁﬁﬁdins_i Sulabh Engineers & Services Ifld.
5 |Jaidesp Halwatlya AAWPH1708L. m&& 1B Sulabh Engineers & Services Lid.,
8 _|Kirli Ramj Koihan PAEPKAZ1BC judication _ _ _|TieneFPolpipeslid.
7_|NIhll Jalan AADCP2042F  |Adjtdicaion | Twiight Litaka Pharms Limited
8 |Panem Steel Pvi. Ltd, AAACPBESZR m;’;& e Sulebh Engineers & Services Lid.
[Adiudieaton - Mahen Industriss Lid
2 |Soursbh H Bors ADIPB7893R Prosecution & 118 ——YENT
_ Procosdirigs . e ]
to |Pyvared Finencis| Private 15 AECS4024R | Adjudication Shres O Trades Lid
11 {Uniang Nemani ABOPNT215K Non Enforcement Action gz'i:eiﬁi:wp%—?ffge § Offshore

K -
!nve;u'ggg,-_p' 1 irs the metier of trading sciivities of cerfain %ngf eys in lilfauld Stock Options
Paege IV o '
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SECURITIES AND EXCHANGE BOARD OF INDIA
Order communicating appointment of Adjudicating Officer

1. Whereas, Securities and Exchange Board of India (SEBI) has conducted
examination into the trading in options on individual stocks listed on Bombay
Stock Exchange for possible violation of the provisions of the securities and
Exchange Board of India Act, 1992 (hereinafter referred to as the ‘SEB{ Act’)
and various Rules and Regulations made there under.

2. Whereas, the Competent Authority is prima facie of the view that there are
grounds to adjudicate upon the alleged violations of provisions of Regulations
3(a), (b), {c), (d) and Regulations 4(1), 4(2)(a) of Securities and Exchange
Board of India (Prohibition of Fraudulent and Unfair Trade Practices relating to
Securities Market) Regulations 2003 by certain entities.

w

The Competent Authority has, therefore, in exercise of the powers conferred
under Section 19 of the SEBI Act read with Section 15 I(1) of the SEBI Act and
Rule 3 of securities and Exchange Board of India (Procedure for Holding
Inquiry and Imposing Penalties) Rules, 1995 (“hereinafter referred as the
‘SEBI Rules’) read with section 19 of the SEB! Act, vide Order dated
September 20, 2021, appointed certain Division Chiefs as Adjudicating
Officers to enquire into and adjudge under Section 15HA SEB| Act, the alleged
violaticns by the entities.

4. The list of the entities against whom adjudication is approved and the names
of the respective Adjudicating Officers who are appointed to adjudicate against
these entities is enclosed as Annexure.

g
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The Adjudicating Officers shall enquire into and adjudicate upon the alleged
violation as stated above and if the Adjudicating Officers are satisfied that the
entities have become liable for penalty, may impose penalty, as they think fit,
in terms of Rule 5 of the SEBI Rules and provisions of Sections 15HA of the
SEBI Act.

Dated at Mumbai, this 27t day September 2021.

BHAVANA RAVIKUMAR
GENERAL MANAGER

SECURITIES AND EXCHANGE BOARD OF INDIA
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Annexure to AQ communigue - Sep 21

|
633 210000356|1SO al BSE- AAFHBES45E  |BABULAL Deept Agrawal
BABULAL RAMANLAL SHAH
RAMANLAL SHAH (HUF)
(HUF)
2
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Annexure 3
TRADE_DATE 25/03/2015 25/03/2015
SCRIPCODE 832088 832088
cInt_pan AAFHBS5848E AAACQI1691G
cint_name BABULAL RAMANLAL |QUEEN TIE-UP PRIVATE
SHAH (HUF) LIMITED
cp_pan AAACQ1691G AAFHBS848E
cp_name QUEEN TIE-UP PRIVATE{BABULAL RAMANLAL SHAH
LIMITED (HUF)
ORDER_NO 142725897119200900
0 1427258971192009004
CP_ORDER_NO 142725897119200900
2 1427258971192009005
TRADEID 26355 26472
ORDER_TIME 10:34:39.543320 10:34:43.830677
CP_ORDER_TIME 10:34:39.6303%0 10;34:43.843668
TRADE_TIME 10:34:39.630350 10:34:43.843668
‘ORDER_LMTIME 10:34:39.543350 10:34:43.830677
CP_ORDER_LMTIME 10:34:39.630390 10:34:43.843668
TRADE_RATE 2.5 15.5
LTP_RATE -8.5 13.0
LTP_PERCENT -77.27 520.0
TRADE_VALUE 77395000.0 77993000.0
ORDER_RATE 25 155
CP_ORDER_RATE 2.5 15.5
ORDER_LMRATE 25 15.5
CP =@DER_LMRATE 25 15.5
ORDER_LTP 7000.0 15.5
CP___ORDER__LTP 2.5 155
TRADED_QTY 46000 46000
ORDER_QTY 46000 92000
CP=0RDER=QTY 92000 46000
ORDER_AVLQTY 46000 92000
CP_ORDER_AVLQTY 92000 46000
ORDER_LMQTY 46000 92000
CP_ORDER_LMQTY 92000 46000
MEMBER_NO 6551 4036
MEMBER_NAME GIRIRAJ STOCK
BROKING PVT. LTD. GEOMETRY VANLUYA PVT. LTD.
MODIFIEDECLIENT B103 GVP1747
CP_MEMBER_NO 4036 6551
CP_MEMBER_NAME GEOMETRY VANIYA GIRIRAJ STOCK BROKING PVT.
PVT. LTD. LTD.
CP=MODIFIED_CL1ENT GvP1747 B103
TERMINALID 202 902
~ USER_NAME Vinay Jajodia GOVIND GOENKA

LOCATION_ADDRESS

190, JAMUNA LAL
BAJAJ STREET KOLKATA
WEST BENGAL 700007

11, CLIVE ROW KOLKATA

WEST BENGAL 700001




CP_TEMINALID 902 902
CP_USER_NAME GOVIND GOENKA Vinay Jajodia
CP_LOCATION_ADDRESS 11, CLIVE ROW 190, JAMUNA LAL BAJAI
KOLKATA WEST STREET KOLKATA WEST
BENGAL 700001 BENGAL 700007
ORDER_AUD A 1A
CP_ORDER_AUD A A
ORDER_TYPE L L
CP_ORDER_TYPE L L
LOCATIONID 7000070001001012 7000010001001012
CP_LOCATIONID 7000010001001012  |7000070001001012
SCRIPNAME _
ACCL15APR1680.00CE |ACCL1SAPR1680.00CE
EXPIRY 2015-04-30 2015-04-30
STRIKEPRICE 168000.0 168000.0
SERIES EQD EQD
MKT_TYPE N N
rgty 46000 46000
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BEFORE THE SECURITIES APPELLATE TRIBUNAL

MUMBAI
Order Reserved on: 11.05.2022

Date of Decision : 13.05.2022

Appeal No. 191 of 2022

Shubham Singhal

Radha Bagh Colony,

Chomu, Jaipur,

Rajasthan — 303 802. ..... Appellant

Versus

Securities and Exchange Board of India
SEBI Bhavan, Plot No. C-4A, G-Block,
Bandra-Kurla Complex, Bandra (East),
Mumbai - 400 051. ... Respondent

Mr. Ashish Sharma, Advocate i/b Jain Sharma & Co.
Chartered Accountants for the Appeliant,

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehta,
Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 192 of 2022

Goodfaith Infra Ventures Private Limited
48, Dobson Road,
Howrah — 711 101. ..... Appellant

Versus

Securities and Exchange Board of India
SEBI Bhavan, Plot No. (-4A, G-Block,
Bandra-Kurla Complex, Bandra (East),
Mumbai — 400 051. ... Respondent



Mr. Samyak Gangwal, Advocate with Mr. Krishnesh Bapat,
Advocate for the Appellant.

Mr. Gaurav Joshi, Senior Advocate with Mr. Abhiraj Arora,
Ms. Anshu Mehta, Mr. Shourya Tanay and Mr. Harshvardhan
Nankani, Advocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 193 of 2022

Kala Patodia
2UG, 31/41, Binova Bhave Road,
Kolkata—700038. ... Appellant

Versus

Securities and Exchange Board of India

SEBI Bhavan, Plot No. C-4A, G-Block,

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent

Mr. Mani Shankar Chattopadhaya, Advocate for the
Appeliant.

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehta,
Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 194 of 2022
Sudhir Kumar Saha
244, Lake Town,
Block — A,
Kolkata — 700 089. ..... Appellant
Versus

Securities and Exchange Board of India

SEBI Bhavan, Plot No. C-4A, G-Block,

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent
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Mr. Varun Nathani, Advocate with Mr. Sukrut Mbhatre,
Advocate for the Appellant.

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehta,
Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 195 of 2022

Sudhir Kumar Agarwal HUF

A-75, Gandhi Nagar,

Moradabad,

Uttar Pradesh - 244 001, -.... Appellant

Versus

Securities and Exchange Board of India
SEBI Bhavan, Plot No. C-4A, G-Block,
Bandra-Kurla Complex, Bandra (East),
Mumbai — 400 051. ... Respondent

Mr. Shadad M. Khan, Advocate for the Appellant.

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehta,
Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advaocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 196 of 2022

Aaina Engineering Pvt. Ltd.

9, India Exchange Place,

3" Floor,

Kolkata — 700 001 ..... Appellant

Versus

Securities and Exchange Board of India
SEBI Bhavan, Plot No. C-4A, G-Block
Bandra-Kurla Complex, Bandra (East),
Mumbai — 400 051, ... Respondent



4

Mr. Rajiv Kumar Choudhary, Advocate with Mr. Kailash
Dhanuka, Advocate for the Appellant.

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehta,
Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 206 of 2022

Rajendra Kumar Agrawal

HB 30 Salt Lake Block,

HB Premises TO END WORD 17,

Salt Lake S N 24PGS,

Kolkata,

West Bengal — 700 106. ..... Appellant

Versus

Securities and Exchange Board of India
SEBI Bhavan, Plot No. C-4A, G-Block,
Bandra-Kurla Complex, Bandra (East),
Mumbai - 400 051. ... Respondent

Mr. Ram Awatar Dhoot, CA i/b R. A. Dhoot & Co. Chartered
Accountants for the Appellant.

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehia,
Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 207 of 2022
Rajeev Gupta HUF
R/o G-69, Ashok Vihar,
Phase — |,
New Delhi - 110 052. ..... Appellant
Versus

Securities and Exchange Board of India

SEBI Bhavan, Plot No. C-4A, G-Block,

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent



5

Mr. Mukesh Mohan Goyal, Advocate i/b RG Laws for the
Appellant.

Mr. Abbhiraj Arora, Advocate with Ms. Anshu Mehta,
Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 208 of 2022
Seema Agarwal
FD 356 Salt Lake City,
Sector 11, Kolkata,
West Bengal — 700 091, ..... Appellant

Versus

Securities and Exchange Board of India
SEBI Bhavan, Plot No. C-4A, G-Block,
Bandra-Kurla Complex, Bandra (East),
Mumbai -- 400 051. ... Respondent

Mr. Ram Awatar Dhoot, CA i/b R, A. Dhoot & Co. Chartered
Accountants for the Appellant.

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehta,
Mi. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

AND
Appeal No. 209 of 2022

Rajendra Kumar Agrawal HUF

HB 30 Salt Lake Block,

HB Premises TO END WORD 17,

Salt Lake S N 24PGS,

Kolkata,

West Bengal — 700 106. ..... Appellant

Versus

Securities and Exchange Board of India
SEBI Bhavan, Plot No. C-4A, G-Block,
Bandra-Kurla Complex, Bandra (East),
Mumbai - 400 051. Respondent
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Mr. Ram Awatar Dhoot, CA i/b R. A. Dhoot & Co. Chartered
Accountants for the Appellant.

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehta,

Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

CORAM : Justice Tarun Agarwala, Presiding Officer
Justice M.T. Joshi, Judicial Member
Ms. Meera Swarup, Technical Member

Per : Justice Tarun Agarwala, Presiding Officer

1. Bven though separate orders have been passed, the issue
is common, and accordingly all these appeals are being taken

up together.

2. The appeals have been filed against various orders
passed by the Adjudicating Officer (‘AO’ for short) of the
Securities and Exchange Board of India (‘SEBI’ for short)
imposing penalty under Section 15HA of SEBI Act, 1992 for
violation of Regulation 3 and 4 of the SEBI (Prohibition of
Fraudulent and Unfair Trade Practices relating to Securities

Market) Regulations, 2003 (‘PFUTP Regulations’ for short).

3. After hearing various counsels for the appellants we find
that the controversy involved in the present appeals 1s

squarely covered by the decision of this Tribunal in Global



~J

Earth Properties and Developers Pvr. Lid, vs, SEBI, Appeal

No. 212 of 2020 decided on September 14, 2020,

4. The learned counsel for the appellants tried to
distinguish the said decision of this Tribunal on various
grounds, namely, that the provisions of Section 15HA of
SEBI Act is not applicable in view of the fact that appellant is
not responsible for carrying out these transactions on an
anonymous platform in as much as it was the broker who was
responsible and who should have also been impleaded as a
party and consequently the proceedings should be dismissed
for non-joinder of necessary parties. Some of the appellants
also contended that the investigation report was not supplied
and in view of the latest decision of the Supreme Court in the
matter of I. Takano vs Securities and Exchange Board of
India & Anr, (Civil Appeal Nos, 487 - 488 of 2022) decided
on February 18, 2022 the impugned order should be set aside
and the respondent should be directed to supply the
investigation report before proceeding further. It was also
urged that the penalty imposed is excessive and arbitrary and
does not commensurate with the violation. It was contended
that only one or two trades were made for which a heavy

penalty has been imposed aund that the factors contained under
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Section 15] has not been taken into consideration while
adjudging the quantum of penalty. It was also urged that some
of the AOs have exonerated certain entities and persons for
the similar offence on the ground that the alleged trades were
miniscule and did not create an impact. One of the appellants
contended that the presumption drawn by the AQ was wholly
erroneous and against the directions given by the Supreme
Court in the case of Securities and Exchange Board of India
vs Kishore R. Ajmera [(2016) 6 SCC 368] and in the
case of Balram Garg vs Securities and Exchange Board of
India in Civil Appeal No. 7054 of 2021 decided recently on

April 19, 2022.

5. Having heard the learned counsel for the parties at some
length, we find that the admitted position in all these appeals
is, that appellants have not disputed the execution and
subsequent reversal of trades as alleged in the show cause
notice. We find that the execution of trades in an illiquid
market with such precision in order placement indicates a
prior meeting of minds with a view to execute reversal trades
at predetermined price. We also find that there is a significant
price difference between the sell price and the buy price

within minutes and sometimes within seconds. This indicates



Y

that the impugned transactions were manipulative and was a
deceptive device to create a desired loss and/or profit. Such
lransactions were fraudulent and, therefore, violative of
Regulation 3 and 4 of the PFUTP Regulations. Thus, it is not
necessary for this Tribunal to delve into the assertions raised
by the appellants. All the appeals fail and are dismissed in the
light of the decision of this Tribunal in the matter of Global

Earth Properties and Developers Pvt, Lid, (supra).

6. However, before parting we would like to say that a
large numbers of appeals are being filed on the same issue on
a daily basis. We find that SEB] had made an investigation
which revealed that thousands of entities were indulging in
reversal trades which were found to be non-genuine trades
and a misuse of the Stock Exchauge platform, SEBI
accordingly initiated penalty proceedings in a large number of
matters in which penalties were imposed, against which large
number of appeals were filed which were decided by this
Tribunal in Global Earth Properties and Developers Pvt. Ltd.

(supra).

7. We are informed that SEBI has initiated proceedings
against 14720 entities which are pending before various AQs

which have clogged up their dockets.
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8. In the past when appeals against these kind of orders
being passed we had directed SEBI by our order dated
October 14, 2019 that SEBI should explore and come out with
some mechanism or a scheme such as a Lok Adalat so that
parties could settle the matter. Based on the directions given
by this Tribunal, SEBI came out with a settlement scheme in
August 2020 which was framed under the SEBI (Settlement
Proceedings) Regulations, 2018 (‘Settlement Regulations,
2018’ for short). This scheme came to an end in December
2020. This scheme was not successful for two reasons,
namely, that the terms of settlement perhaps were onerous,
stringent and unviable and further the scheme was issued

during the peak of the Covid pandemic.

9.  We find that as on date more than 14,000 matfers are
pending before various AOs. Their dockets are exploding and
the disposal of these matters will take atleast a couple of
years. As a result, all the AOs are over worked, their dockets

are clogged and serious matters are given a back seat.

10. We also find that in a large number of cases the AOs
have exonerated the noticees or have imposed lesser penalty
based on which, appeals are being filed before this Tribunal

seeking reduction in the quantum of penalty.



11, In this regard the penalty which is being tmposed is
under 15HA of the SEB] Act which prescribes a minimum
penalty of Rs. 5 lakh. This provision was amended on
September 8, 2014 by Act No. 27 of 2014. Most of the trades
in this illiquid stock option matters are during the period
2014-15. We find that where transaction were executed prior
to September 8, 2014 the AOs have imposed a penalty of
Rs. 1 lakh and on similar trades executed after September §,
2014 a penalty of Rs. 5 lakh have been imposed. Thus, on the
same set of violation two quantum of penalties are being
imposed, Rs. | lakh and / or Rs. 5 lakh or more as the case
may be. This has created an anomalous situation and is a bit

unfair,

12. Section 15JB of the SEBI Act provides for settlement of
administrative and civil proceedings. For facility, the said

provision is extracted here under:-

Sertlement of administrative and civil proceedings.

“15JB. (1) Notwithstanding anything contained in any
other law for the time being in force, any person,
against whom any proceedings have been initiated or
may be initiated under section 11, section 118, section
11D, sub-section (3) of section 12 or section 15-1, may
Jile an application in writing fo the Board proposing
Jor setilement of the proceedings initiated or to be
initiated for the alleged defaults.
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(2) The Board may, after laking into consideration the
nature, gravity and impact of defaulls, agree o the
proposal for settlement, on payment of such sum by the
defaulter or on such other terms as may be determined
by the Board in accordance with the regulations made
under this Act.

(3) The settlement proceedings under this section shall

be conducted in accordance with the procedure

specified in the regulations made under this Act. (4)

No appeal shall lie under section 15T against any

order passed by the Board or adjudicating officer, as

the case may be, under this section.”
13. The said provision starts with a non-obstante clause,
namely, “notwithstanding anything contained in any other
law for the time being in force”. Where any proceedings have
been initiated under the SEBI Act, any person may file an
application for settlement of the proceedings. Section 15JB(3)
provides that settlement proceedings would be conducted in
accordance with the procedure specified in the Regulations.
Chapter 11 provides the procedure for filing ‘Application for
Settlement’, Chapter III provides the ‘Scope of Settlement,
Chapter 1V provides the ‘Terms of Settlement’, Chapter V
provides the constitution of a High Powered Advisory
Committee which recommends the terms of settlement and
Chapter VI provides the ‘Procedure for Settlement’. The
procedure envisaged under the settlement rules is thus

complicated and at times the terms of settlement becomes

stringent.
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14. The settlement scheme that was issued in August 2020
under Chapter V1 of the aforesaid Settlement Regulations,
2018 did not generate interest to these small time noticees
who had executed few trades for small gains as the proposed
settlement terms were found to be stringent, onerous and
unviable and that could be one of the reason why many

noticees did not opt under that scheme.

15, We, however, find that the respondent could still initiate
another scheme under Clause 26 of the Settlement
Regulations, 2018. For facility, the said provision is extracted
here under:-

Settlement of Schemes.

"26. Notwithstanding anything contained in these
regulations, the Board may specify’ the procedure und
terms of settlement of specified proceedings under a
settlement scheme for any class of persons involved in
respect of any similar specified defaults.

Explanation.- A settlement order issued under a

Settiement scheme shall be deemed to be a settlement
order under these regulations.

16.  The aforesaid provision also starts with a non-obstante
clause, namely, “notwithstanding anything contained in these
regulations” that is to say, notwithstanding the procedure
provided under Chapter I1, 11, IV, V and VI the Board could

specify the procedure and terms of settlement of specified
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proceedings under a settlement scheme for any class or
persons involved in respect of any similar specified defaults.
‘Specified proceedings’ has been defined under Section 2(f)
of the Settlement Regulations, 2018, namely, the proceedings
that have been initiated by SEBI under the SEB] Act,
Securities Contracts (Regulation) Act, 1956 or Depositories
Act, 1996 as the case may be. 14,000 odd cases have been
initiated under the illiquid stock option matters wherein
similar kind of transaction have been executed and similar
violation is proposed against all these noticees under
Regulation 3 and 4 of the PFUTP Regulations. These 14,000
entities form a class of persons and are involved for similar
defaults. Therefore, in our opinion, the Board can specify a
procedure and terms of settlement for these classes of persons

under Clause 26 of the Settlement Regulations, 2018.

17. We are, thus, of the opinion that SEBI should reconsider,
and seriously give a thought in coming out with a fresh
scheme under Clause 26 of the Settlement Regulations, 2018.
Such scheme can be a onetime scheme for this class of
person. The terms of settlement should be attractive so that it
could attract the noticees / entities to come forward and settle

the matter which will ameliorate the harassment of penalty
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proceedings to the noticees and at the same time would help

to clear the backlog of these pending matters before various

AQs.

18. While considering the scheme SEBI should take into
consideration the provision of Section 1SHA of SEBI Act
prior to the amendment made by Act No. 27 of 2014 with
effect from September 8, 2014. We find that various AOs
have imposed a sum of Rs. 1 lakh for similar trades which
were executed prior to September 8, 2014 and Rs. 5 lakh have
been imposed for similar trades after the amendment of

September 8, 2014,

19.  SEBI should also take into consideration that only a few
trades were executed for small gains and some of the AQs
have exonerated these noticees on the ground that such

miniscule trades did not create any impact.

20. We also request SEBI that while framing a scheme
under the Settlement Regulations, 2018 it may also take into
consideration the reduction of the quantum of penalty

imposed in matters decided so far.
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71. We direct the Registrar of this Tribunal to send a
certified copy of this order to the Chairperson of SEBI within

a week for necessary information and action.

22. This order will be digitally signed by the Private
Secretary on behalf of the bench and all concerned parties are
directed to act on the digitally signed copy of this order.
Certified copy of this order is also available from the Registry

on payment of usual charges.

Justice Tarun Agarwala
Presiding Officer

Justice M. T. Joshi
Judicial Member

Ms. Meera Swarup
Technical Member
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