SECURITIES AND EXCHANGE BOARD OF INDIA

DIRECTIONS UNDER SECTION 11B READ WITH SECTION 11 OF SEBI ACT, 1992
READ WITH REGULATION 65 OF SEBI (COLLECTIVE INVESTMENT SCHEMES)
REGULATIONS, 1999 IN THE MATTER OF M/S AVANI PLANTATIONS LTD

1.

M/s Avani Plantations Ltd (hereinafter referred to as the company) applied to the Securities and
Exchange Board of India (hereinafter referred to as SEBI) for the grant of registration under
SEBI (Collective Investment Scheme) Regulations, 1999 (hereinafter referred to as the said
regulations). After considering the application filed by the company, SEBI granted provisional
registration to the company on April 1, 2001 subject to the fulfillment of the conditions specified in
regulation 71 of the said Regulations.

Thereafter, SEBI vide its letters dated July 23, 2001, August 14, 2001 and September 21, 2001
advised the company to submit an interim report on the status of compliance of the conditions
specified in regulation 71 of the said Regulations. The company was also informed about the
pending investor complaints and was also advised to redress the same. The company vide its letter
dated August 14, 2001, inter alia, informed SEBI that they were negotiating with financially strong
corporate companies to increase their existing project net worth to Rs. 5 crores.

As the company failed to comply with the conditions specified in regulation 71 of the said
Regulations, and also failed to submit the interim report on the current status of compliance with
the provisions of the said Regulations, SEBI vide its letter dated January 7, 2003 called upon the
company to show cause as to why the provisional registration granted to them should not be
revoked. The company was also granted an opportunity of personal hearing before me on January
18, 2003 before proceeding with further action against them in the matter. However, the hearing
was adjourned to February 12, 2003, on the request of the company made vide letter dated
January 16, 2003. Vide the said letter, the company further informed that they had redressed
almost all the complaints received by them and that the said fact had been reported to SEBI vide
letter dated October 31, 2000. Thereafter, during the course of hearing held on February 12, 2003,
the representatives who appeared on behalf of the company before me admitted that they had
failed to comply with the required conditions of the regulations. They further mentioned that they
were negotiating with various companies regarding the credit rating, appraisal of the schemes,
creation of trust etc., and hence requested for additional time for complying with the conditions
stipulated in regulation 71 of the said Regulations. It was further submitted that if the company
was granted final registration by SEBI, they would comply with the required conditions as laid
down in the said Regulations.

I have taken into consideration the facts and circumstances of the case as well as the material
available on record including the correspondence entered into between SEBI and the company. |
have perused a copy of the provisional registration granted to the company, the reminders served
on the company by SEBI to comply with the provisions of regulation 71 of the Regulations, subject
to which the provisional registration was granted to the company. | have also taken into
consideration, the various submissions made on behalf of the company during the course of the
personal hearing held before me on February 12, 2003.

It is noted that provisional registration is granted to an entity subject to the said entity complying
with the various conditions stipulated in regulation 71 (1) of the said Regulations. As per regulation
71(2), the entity is required to submit a written undertaking to SEBI to comply with the conditions
specified in regulation 71(1) of the said Regulations. Under regulation 73(1) ( c) of the said
Regulations, if an existing collective investment scheme, after obtaining provisional registration,
fails to comply with the provisions of regulation 71 of the said Regulations, has to wind up the
existing scheme(s) in accordance with the procedure stipulated in regulation 73(2) to (9)of the said
Regulations.

I have noted that the provisional registration was granted to the company on April 1, 2001 and the
same has expired on March 31, 2003. From the material available on record and also the
admission made by the representatives during the course of hearing, it is noted that the company
has, till date, not submitted any compliance report regarding the fulfillment of the conditions laid
down under regulation 71 of the said Regulations. The submission of the company that if they are
granted final registration, they would comply with the required conditions as laid down in the said
Regulations, cannot be accepted in as much as the same, besides amounting to a conditional
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compliance of a provision of law, amounts to an intentional breach of the express provisions of the
said Regulations.

Further, SEBI vide its letter dated 25.4.03 advised the company, inter alia, to comply with the
conditions specified in regulation 71 of the said Regulations such as getting the existing schemes
rated, appraised and formation of a trust, etc., within the stipulated period of 2 years from the date
of grant of provisional registration. Vide the said letter, the company was also advised to wind up
the existing schemes and make repayments to the investors and also send an Information
Memorandum in terms of regulation 73 (2) of the said Regulations. Thereafter, a press release
dated 2.5.03 was issued by SEBI to that effect. The company vide its letter dated 07.5.03 has
requested SEBI to keep the provisional registration alive for a period of atleast one year to enable
the company to honour its obligations to its investors.

However, the company has not wound up its schemes to make repayment to its investors in
accordance with the said Regulations. Further, the company has failed to file the winding up
report with SEBI. The request of the company for extending the validity of provisional registration
for a period of one year cannot be acceded to in view of the absence of an express enabling
provision in the said Regulations in this regard. In view of this, | find that it is a fit case to issue
directions under Section 11B read with Section 11 of SEBI Act.

Therefore, in exercise of the powers conferred upon me under Section 4(3) read with Section 11
and 11B of the SEBI Act, 1992 and regulation 65 of the said Regulations, | hereby direct M/s
Avani Plantations Ltd to refund the money collected under the schemes with returns to the
investors within a period of one month from the date of this order failing which the following
actions would follow -

1. Initiation of prosecution proceedings, under Section 24 of the SEBI Act, 1992 against the
company / its promoters / directors / managers / persons in charge of the business of its
scheme(s).

2. Debarring the company / its promoters / directors / managers / persons in charge of the
business of its scheme(s) from dealing in securities and accessing the capital market for a
period of 5 years.

3. Writing to the State Government / local police to register civil / criminal cases against the
company and its promoters / directors for apparent offences of fraud, cheating, criminal
breach of trust and misappropriation of public funds, and

4. Writing to the department of company affairs to initiate the process of winding up of the
company.
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