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ADJUDICATING OFFICER

Outward No. 260 25 12022
D298 12022
AMANAT MERCANTILE PRIVATE LIMITED
PAN: AAHCAB6308D

43 KALI KRISHNA TAGORE
STREETGROUND FLOOR KOLKATA
West Bengal INDIA

Email Address: jfinance123@rediffmail.com

Show Cause Notice under Rule 4{1) of the SEBI {Procedure for Holding

Inquiry and imposing Penalties) Rules, 1995 in the matter of dealings in
Iliquid Stock Options (1SO) at BSE

PART - A

1. Securites and Exchange Board of Indla {(SEBI) has initiated Adjudication
Proceedings against you (Noticee), under SEBI (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 Unfair Trading Practices relating to Securities Markets)
Regulations, 2003 (PFUTP Regulations), in the matter of trading in illiquid stock
options at Bombay Stock Exchange Lid. {(BSE).

2. SEBI 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)h
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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 false 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.

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 appeinting undersigned as
Adjudicating Officer is placed at Annexure 2.

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 Z 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.

—-—.6.  In view of the above, it is alleged that the Noticee herein, by indulging in
Vo
AN execution of non-genuine reversal trades in Stock Options, created false and
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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 Regulations.

7. The aforesaid alleged violations, if established, make the Noticee liable for
monetary penalty under section 15HA of the SEBI 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 stuch practices, whichever is higher.”
(Emphasis Supplied)

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

“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
Seitlement 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 / entitles 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)

9. In compliance with the above directions of the Hon’ble Securitles Appellate
ribunal, SEBI has introduced a onetime settlement scheme called the SEB!
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Settlement Scheme, 2022, in terms of Regulation 26 of the Securities and
Exchange Board of India (Settlement Proceedings) Regulations, 2018 in the
matter of lliiquid Stock Options. The said scheme proposes payment of
Settlement Amount as per the details given below:

S No | Number of Contracts* | Settlement Amount(Rs.)
1T s T 1100000~ T
2~ Jes50 " 1200000~ T "
3 1’51 and above i 5,00,000/- hase amount + 10,000 per
i ! contract

*You may refer to the relevant Annexureftable of the SCN which contains a summary of the contracts
you entered to defermine the applicable slab for settlement.

The period of the SEBI Settlement Scheme, 2022 wili 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
Septemnber 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 SEB! i.e. www.sebi.gov.in, during the said period.

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 settiement scheme, you may
refer to the FAQs at SEBI website or send email to scheme2022i@sebj.gov.in

In case you do not wish to avail of the facility under the SEB| Settlement
Scheme, 2022, the adjudication proceedings in respect of the allegations

ﬁjﬁw s ntained in Part A of the SCN shall resume. Accordingly, an inquiry shali be

)
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held agalnst you in terms of Adjudication Rules read with section 15-I of the
SEBI Act, and penalty, if any, shall be imposed under section 15HA of the
SEBI Act. In such case, you are called upon ta file your reply within 30 days
of receipt of this Show Cause Notice.

&ﬂg T e

N HARIHARAN HARIHARAN Digitatly signed by
ADJUDICATING OFFICER it Loty
A IYER 14:57:28 +05"30'

Enclosures: 1) Annexure 1 - Relevant Extract of Investigation Report
2) Annexure 2 - Copy of the communication appointing the
Adjudicating Officer
3) Annexure 3 - Detalls 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 matter of trading activities of certain entities in llllquid Stock Options (02 case)

. An Interim order dated August 20, 2015 (hereinafter referred to as "Interim order™)
(placed at Annexure 1) was passed by SEBI in the matter of lliquid Stock Options
restraining 59 entities from buying, selling or dealing in the securities markets, either
directly or indirectly, In any manner, ill further directions. Confirmatory orders: dated
July 30, 2016, August 22, 2016 and August 24, 2016 (herelnafter referred to as
"Confirmatory order™) (placed et Arngxtire 2) in this regard, were passed by SEBI
confirming the directions Issued vide aforementioned Interim order against all 60
entities. :

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

Il. Subsequent to passing of aforementioned Interim order against 59 entities, SEBI also
passed an Interim order dated February 17, 2016 (placed at Annexure 3) against 22
trading members in the same matter of lliiquid Stock Options. However, the said order
was set aside by Hon'ble SAT vide Its. orders dated February 25, 2016, March 04,
2016, March 09, 2016, March 14, 2016, March 15, 2016, March 18, 2016 and April 05,
2016 (placed at Annexure 4). Thereafter, SEBI challenged the aforesald Hon'ble SAT
) order in the Hon'ble Supremeé Colurt and Hon'ble Supreme Court vide its order dated
July 01, 2016 (placed .at Annexure §) directed SEBI to pass another order after
hearing the concerned ss and also dirscted that tiil SEBI decides the case
pending before It, the order passed by SAT shall remain operative.

IV. Thereafter, SEBI passed another order dated August 12, 2018 (placed at Annexure 6)
in the matter of trading members In llliquid Stock Oplions wherein it was mentioned
that reversal transactions have diminished on BSE Stock Options segment pursuant to
regulatory interventions and BSE had taken various comective measures including
discontinuation of weekly stock options contracts and introduction of Reversal Trade
Prevention Check system for the equity derivatives segment. In the said order, no
Interim directions we against the 22 trading members and it was mentioned
that a final view for ate action should be taksn after completion of ongeing
investigation in the matter. Thie matter is being dealt separately In “investigation in the
matter of certain Trading Members in Hiiquid Stock Options™. The present report deals
with the frading activities of certain entities in llliquid Stock Options.

{ V. Pursuant to investigation by IVD, the following Is noted:
i) 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 refemred to as "LEIPS") in its derivatives segment. (Page 13-14)-

i) During investigation, It is obeerved thet majority of the volume that was generated in
BSE's Stock Oplions segment during the |.P. was ariificial volume that was generated
by large scale execution of reversal trades / non-genuine trades (54.68% of total
market volume) by large number of entitles (14720 entities). Howaver, this generation
of artificial volume was not restricted to any specific contract or between any specific
set of entities. This executing of reversal trades was a market wide phenomenon that
existed in BSE's Stock Options segment during the |.P. (Page 7-13)

iii) The aforementioned execution of reversal frades on a large scale was noticed by
SEBI's survelllance systsm.and an Interim order dated August 20, 2015 was passed
against 59 top entities that had contributed fo arfificial volume by executing reversal
trades. (Page 2-4) -

iv) After passing of Intérim order & Confirmatory order by SEBI, BSE discontinued the

LEIPS scheme from the Stock Options segment with effect from October 16, 2018-and




57

SECURITIES AND EXCHANGE BOARD OF INDIA Conifdentisi

introduced the system of Reversel Trade Pravention check in BSE's Stock Options
segment with effect from March 14, 2016. During the same time, irading in BSE's’
Stock Options segment deciined and reduced to nil during 2016-17. (Page 14-16)

v) BSE falled to identify the reversal trades that wers executed in its Stock Options
segment during the |.P. and the market integrity in BSE's Stock Options segment was
breached. It is noted that BSE fook the corrective measures only after SEBI observed
the iregular trading pettem and passed Interim orders restralning several entities and
trading members from acceseing the securities markets. (Page 13-16).

" vi. Based on the findings of investigation, recommended actions are as foliows:

. 1) The generation of artificial volume in BSE's Stock Options segment during the I.P. by
execution of reversal trades was a market wide phenomenon and not restrictad to any
specific contract / entity. Further, the corrective actions to address the same have also
been taken by the exchange. Hence, directions Issued we 11(1), 11(4) and 11B of
SEBI Act, 1992 against 59 entities vide interim order dated August 20, 2015 and
Conflrmatory orders dated July 30, 2016, August 22, 2018 and August 24, 20168 may
be revoked.

iiy The matter may be refemed to SEBI's Market Regulation Department (MRD) to
examine the fallure of BSE In enswring market integrity in its Stock Options segment
and to ldeniify any possible policy changes to prevent such similar kind of trading
pattem (contribution to volumes through reversal trades / non-genuine trades) to occur
on the exchange platform.

The detalls of the investigation are glven below:

1. Backaround of the casg: As a part of ongoing survelllance, SEBI| came across several
instances / internal alerte wherein a set of entilies were consistentiy making loss by their
trading In options on Individual stocks which are listed on the BSE. Trading of these
enlities appeared abnommal because they were consistently seen making significant
less by their trades which were reversed with the same counterparties either on the
same day or the hext day. On analysis of the stock options segment of BSE for the
period April 1, 2014 to March 31, 2015, it was observed thet there were several entities
who consistently made significant loss and others wio consistently made significant

by executing reversal trades In stock options on the BSE. The entities that made a
loss or profit of more than Rs. 6 crore In the stock option segment on account of
reversal transactions were shortlisted for further examination. The following was, Inter
alia, observed by ISD in the examination:

i) The loss-making entities were trading mainly in options on individual stocks which
were thinly traded. The trades by these loss-making entities, in many cases,
contributed to 70% to 100% of total traded volume for the contracts on those days.

) On maljority of occaslons, the quantity of stock options bought and sold by the loss-
making entities for a contract was identical, however, there was a significant
difference in the sell value and buy value of the transactions resulting into significant
loss to the loss-making entities.

1) Substantial number of transactions was squared up and a major percentage of
transactions thereof were trade reversals i.e. if the stock options were sold first to an
entity, they would be bought back in exact quantity from the same entity or vice-
varsal

Iv) As the first leg of these reversal irades, these loss-meaking entities were mainly seen
selling stock options without any corresponding offsetling position in the underlying

. scrip. In many cases, these options were sold at unreasonably ‘~w prices.

IVYDAD-8/2016-17/73
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v} In the second leg of the reversal trades, the options once sold by an entity at
unreasonably iow prices were subsequently bought back on the same day or on the
next frading day at substantially higher prices when compared to the first leg sell
price.

vi} In certain Instances, variations to the above pattern were seen which inter-alla
included loss-making entities Incuring lose by buying the options first instead of
selling them,

vi) Further, during the peried.when stock options 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 reversal trade.

vill)The trading done by loes-making entities in stock options in the above manner,
accounted for significant proportion of their overall trading on that segment.

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

x) Majority of the profit-making entities had opened specific accounts for exclusively
carrying out susplcious transactions in stock options.

Subsequent to passing of aforementioned Interim order against 59 entities, SEBI also

passed an interim order dated February 17, 2016 againet 22 trading members in the

same matter of llliquid Stock Options. However, the sald order was set aside by Hon'ble

SAT vide its orders dated February 25, 2016, March 04, 2015, March 09, 2018, March

14, 2016, March 15, 2016, March 18, 2016 and April 05, 2018. Hon'ble SAT made the

following key observations In its aforementioned orders while setting aside SEB{ Interim

order dated February 17, 2016:

i) As per Table-2 set out in the impugned order, in all 12584 clients had traded through
22 stock brokers during the period from 01.04.2014 till 30.08.2015 and out of 12584
cllents, 11228 dlients of the 22 stockbrokers did reversal trades in the stock options
ssgment whereby abnormal trading profit has been caused to one set of cllents and
abnormal loss has been caused to another set of cllents. if 11228 clients of 22 stock
brokers have Indulged In abnormal fradee which are detrimental to the Interests of
the securities market then the WTM of SEBI ought to heve passed restraint order
against those clients first and then proceed against the stock brokers to find out as
to whether they wera parties to the objectional trades camied out by the clients.

ii) if SEBI finds it difficult to take action agalnst 11228 clients who are alleged to have
indulged in non-genuine trades without carrying out further investigation, then, by
applying the same yard stick, SEB! could not have passed ex-parte order against the
stock brokers when the investigation Is still In progress.

i) If the prima facie view ls that the trades of tha 11228 cllents were not genuine, then
to take actlon against 22 stock brokers but not against the 11228 clients amounts to
applying double etandard i.6. one standard for the stock brokers and another
standard for clients, which I8 not proper.

SEBI challenged the aforesaid Hon'ble SAT order in the Hon'ble Supreme Court and
Hon'ble Supreme Court vide its order dated July 01, 2016 directed SEB| o pass
another order after hearing the concerned entities and also directed that tili SEBI
decides the case pending before It, the ordar passed by SAT shall remain operative.
Thereafter, SEBI passed another order dated August 12, 2016 in the matter of trading
members In illiguid Stock Options whereln it was mentioned that reversal transa




SECURITIES AND EXCHANGE BOARD OF INDIA Confidentlal

have diminished on BSE Stock Opticns segment pursuant to regulatory 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 equity derivatives eegment. In the said order, no interim direclions were issuad
against the 22 trading members and it was mentioned that a final view for appropriate
action should be taken efter completion of ongolng investigation in the matter. This
mattsr is being dealt separately in “Investigation in the matter of certain Trading
Members in liliquid Stock Options®. The present raport deals with the trading activities of
certain entities in Ifiquid Stock Options.

2. Focus and Period of the Investigation: The focus of the Investlgatlon was to ascertain

the whether any of the suspected entities have violated the provisions of SEBI (PFUTP)
Regulations, 2003 during the period April 01, 2014 to March 31, 2015.
However, SEBI In its Interim order dated August 20, 2015 in the matter of llliiquid Stock
Options recorded the following: "The investigation skall also cover the examination of any
other entity executing similar fictitious trades in the stock options segment.” Further, SEBI in
its Confirmatory order dated August 22, 2016 in the matter of llliquid Stock Options
recorded the following: "The fact that certain entities have been left 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 "to ascerlain whether any of
the entities have violated the provisions of SEBI (PFUTP) Regulations, 2003".

The period of examination as taken in Interim order was April 01, 2014 to March 31,
2015, Further, SEBI in its Interim order dated February 17, 2016 in respect of Trading
Members in the matter of llliquid Stock Options had extended the examination period.
The examination period as taken in the aforesaid order dated February 17, 2016 was
April 01, 2014 to September 30, 2015. Since the matter of lliquid Stock Options and
Trading Members in llliquid Stock Options are related, the period of investigation for this
report Is taken as April 01, 2014 to September 30, 2015 (hereinafter referred to as
"Investigation Period"” or *.P.")

Further, wherever necessary, reference has been made to period outside the

investigation period.
3. |dentiflcation of Entities: In the Interim order, the foliowing 59 entities were identified:
Tabis 1 - List of entities agalnst whom actions were taken in the Interim Order
Loss meking Entitios Profit making Enfities
:o_ Entity Name EntityPAN (& |Entity Name Entity PAN
1__|Adarsh Credit Co Op Society Limited _|AAAJAGR0B) 35 |N M Impax Pit. Ltd. AABCNO541M
2__|Riddisiddhi Bullions Limited AAACRE727L 138 |Vislori Sponge Iron Py, Ltd. AABCVATO1R
3_|Bharat Jayantilal Patel AAAPPBSE2R |37 0 Nemani ABOPN7213K_
4 _[Quest Pariners I AAAFQ3174B |38 |Vsp Udyog Pvt L18” [AABCVB318G |
5 |Gejanan Enterprises AAKFG7505A |36 [Shir Commoditis & Fulires jPQ itd_|AARCU7SD2] |
Lg_Kmdaanoeﬂslened AAACKTO0BBP 140 _|Jal Annanya | .__|AABCGOTEIQ |
7 _|JB Oversess AAIFJ6651) |47 [Sureshine Vinirede Pvtlid AAUCS1804K
8 |Raghav Raghav Commodites |AARFR1408D |42 |Mofisons Commodifies Pvi. Lid. ___ [AADCM7184M |
9 |Woodland Retalls Private Limied AABCW1644A |43 |Evergrowing iron & Finvest Pyt Lid. |AAACE1287C
10 _|Jaldosp Halwaslya AAWPH1706L_[44 _|Rajbanshi Trading AQEPRO750Q
11 _|Kundan Cars Products Limted AACCKA743R [46 |Tradebulls Enterprise Pvi. Lid. |AAECT2124M
12 | Anand Mining Corporation AAGFADIB7Q {46 [Avijit Saha DCIP53813Q
13 _|Mahaketeshwar Mines & Metals Pvt Ltd |JAAHCM1276E_|47 [Ketan Ramanlal Shah Huf AACHKA724K
14_| Anantnath Vincom Private Limited AAKCA214BA {48 |Siéel Crackers Pvt. Lid. AADCSBO63F
15 _|Pasha Finance Pvi Ltd AAACPB316P 148 |Prime Gold International Ltd. AACCK3755F
Gams & Jowe 50 |Ral Ratan Smelters Pvi Ltd AADCRE88ON
IVD/ID-8/2016-17/73
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N Lozs making Entities " Profit making Entities
8 o, [Entity Name EnttyPAN |5 |Enthy Nams Entity PAN
17_|Skeel Comsec Trading Lip ACBFS5806B_ |51 |Sourabh H Bora ADIPBT683R
18_{ Ashok Kumar Damani ACXPDSOBSR [52 [Eden Trading Services Pvt. Ltd. AADEC1272A
18_|Vinay Ramanial Sheh Hul AABHVRQO7P |63 IMmcommud AAGCMS635G
20_| Swaran Financial Private Limited AAECS4024R_164 |Bhaweni Femous Pvtlid AAGCBIS8A
21 ﬁwhﬂ_,_asupsmsk 55_|Vep Steel PviLid AACCT2B81K
=2 Sone .- AANFSE8002C (56 | Panem Steal Pvt. Lid. AAACPBSEZR
23 |Gyandeep Khemka AGBPKOS40F |67 [Despak! il Pankhiyanl Huf | AAJHP3250L
24 |Gandiv Irwestment Private Limited AACCG3017C |68 |Kirti Ramii Kothari AAEPK3216C
25 |Rashl Commerdial Company | AAAFR1026K 60 “[Urniesh Malani BOHPMG310A
26| NIkh Jalan ' ARDCP2042F
27 |RakeshKBald AACCG3141P |

| Open Futives And Dertvativas Pvi Lid  [AABCO1139Q |
20 | Pragya Commodities Private Limed | AABCPS784C
30_{Nouy ‘Services PALId___ | AADCN1774A
31_| Gok Stock Private Limiied [AAACABSEDC |
38 ‘m@ s L1 mﬁ?ﬁ'&

Bingh. e AAQIPSDS61

in the above table, entifies appearing at S. 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 Apr
01, 2014 to March 31, 2015. Further, entitles appearing at S. No. 35 to 58 were
categorised as "Profit making entities” i.s. those entities 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 frading happened in BSE's Stock Options segment
during the I.P. This includes the trade anelysis of all entitles that have traded in BSE's
Stock Options segment during the I.P. (Including the aforemantioned 59 entities).

4. Trading in BSE's Stock Options sagment during the Investigation Perlod ~
Trade data of BSE's Stock Options segment during the i.P. was obtained from BSE
{(placed at Annexure 7) and the following Is observed:

Teble 2 - Trade dats of BSE' Stock Options segment during the LP.

Total No. of uniue Gonikacs freded during the LP. 23,885

Total No. of trades durng e LP. .. 358,372 -
Total No. of entlties traded helP. _ . 21,852

Total traded volime duiing he LP. i no.) 1510,85,00,571 v
Total traded valus duriag the LP. (in Rs.) (besed on premium kumover®) Re. 7204,84,79,847

Total raded vakie during e LP. (in Rs.) (based on nominal umover) _ Rs. 231436,60,66,480 _

* Premiui Turnover = sium fotal of (Prenituin value * quantity of each trade) for all contracss during the LP.

‘Nomin:tcgmm-mmd[mm+mﬂm * guantlty of each iradef for oll contracts
g‘ - -

From the above table, i Is observed that during the 1.P., 21,652 entitles traded in BSE's

Stock Options segment in 23,885 different contracts with number of trades being

3,58,372 and total tunover 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 @ confract with ‘subsequent sell or
buy positions with the same ‘counterparty during the same day. For the sake of clarity, a

contract is shortisied (i.e. "HDIL14NOV100.00CEW2") and all trades that were,

executed in this contract during the 1.P. is shown below: : -
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Table 3 - Detalls of trades executed In the contract "HDIL14NOV100.00CEW2” during the LP.

Trade Trade
S. Sell Crdor |{Buy Order Trade
Date Buyer Seller Trade Time Rah(lnl Value {in
No. ) o Time Time Rs.) Quantity Rs)
Ramcht First Financlg
1 [12/1172014 Infraprojects |Firet Finandk 15:21:01.84 6242073 15242073 1.1) 120000] 132000
o PVl i , . " .
2 (131172014 I‘;‘;‘m{"“ Shatinl Jain 10:54:36.77) 10:54:41.05| 10:54:41.96  1.28] 400000 500D00]
3 13111120141?‘;"225::"“ Shalinl Jaln 10:54:28 85{10:54:41.05| 10:54:41.950  04] 40000 400
Samarth
4 [19111/2014 |Financial  (Kenanihenk 400105 4ali2:1141.70) 12:11:40700  1.18] 4000 6200
.
5 1371172014 {Financial "“"’"K"”‘“‘ 12:10:40.83/12:11:41.70] 12:11:41.70] 12| 48000{ s57e00
Sarvices .
l6 [191132014 g;‘,‘;'l" Shah laomarth Finanoie! | 12:13.27.38] 12:12:90.76] 12:43:3078) 0.05{ 48000 2400
7 |1311/2014 am Shah m':m" 12:1827.38(12:13:38.37( 12:13:38.97] 005 a4000] 2200
TOTAL 7,12,000] 7,49,800

Below mentioned are some of the observations made from the above table:
a. In total 7 trades were executed in the contract "HDIL 14NOV100.00CEW2" during

the 1.P. Out of 7 trades, Samarth 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 matched with pending 2 sell orders of Kanan
Khanik Shah in the same contract for a total of 96,000 units. This resyited In 2
trades with total trade quantity of 96,000 units and trade value of Re. 1,12,800.

. Thereafter, on the same day, about 2 minutes later, Samarth Financlal Services
placed a sell order of 92,000 units of contract "HDIL14NOV100.00CEW2" which
got matched with corresponding 2 pending buy orders of Kanan Khanik Shah in
the same contract for a total of same units. This resulted in 2 trades with total
trade quantity of 92,000 units and trade value of Rs. 4,600.

. The remaining 3 trades in this contract during the 1.P. were exacuted between
different set of entities and were not reversed by them.

. From the above, It can be seen that total number of non genuine trades that were
executed in the contract "HDIL14NOV100.00CEW2" were 4 (trades shown at S.
No. 4 to 7 at Table 3) and total artificial volume generated through such non
genuine trades was 1,84,000 units (48000+ 48000+ 44000+ 44000).

. The entity wise contribution to number of non genuine trades and artificial volume

in the above contract is shown below:
Table 4 - Entity wise contribution fo non genuine tredes and arlificlal volume in the contract

"HDIL14NOV1D0.00CEW2" wing the L.P. _ . _ :
Artificial " INumber % of artificial volume |% of number of
S. Ent}t,y Name volume of Non |generated through non {non genuine
|No. - through non  jgenuine igenuine trades to total (trades to total
genuine trades |trades  |market volume market trades
1 |Samarth Flnancial Services 1,84,000 - 25,84% 57.14%
2 _|Kanan Khanik Shah 1,584,000 4 25.84% 57.14%
Total Non genuina tradss 1,84,000 4 25.84%] 57.14%

From Table 3, it is observed that trades at S. No. 4 to 7 are congidered &s non
genuline trades. Further, out of 4 non genuine trades, Samarth Financlal Services
was involved in all such 4 trades (by appearing as buyer in 2 trades and as seller
in 2 trades). Hence, it is concluded that Samarth Financial Services was involved
in 4 non genuine trades and generated artificiel volume of 1,84,000 through

y, reversal trades. Similarly, Kanan 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), (c), (d), 4(1),

4{2)(a) of SEBI Prohibition of Fraudulent and Unfair Trade Practices relating to
Securities Market) Regulations), 2003.

8. Analysis of Reversal trades / Non genuine Trades during the LP. - The modus

operandi that was identified In the Irterim order and Confirmatory order was that certaln
ontities had continuously made profite and certain entities had continuously made
Iosses by reversing thelr trades or exscuting reversal trades in various Individual Stock
Options contracts on BSE's Stock Options segment. In the Interim order, these reversal
frades were also referred to as "non-genuine frades”

In view of the directions in the Interim order and Confirmatory order, investigation of
trades has been done for all entities that had traded in BSE's Stock Options segment
during the LP. Total number of contracts during the 1.P. was 23885 contracts. The

detalls of trading in such 23885 contracts are shown in table below:
Table 5 - Detalls of trading in all contracts of BSE’ Stock Options segment dun'ng the LP.

Particulars ___[TOTAL ]
Number of contracts 23,885
Total Number of entities 21,652
[Tumover {in Rs.) ‘ . 7,204.65 crores
Traded Quantity 1,610.96 crores
[Number of irades s 3,68,372
[Numbey of Non genuine trades __2,91,643
Artilicl‘l volume generated through Non genuine trades 826.21 crore
% of Ndp genuine trades to total number of market trades 81.30%
% of artificial volume generated through Non genttine trades fo market volume| 54.68%
Number of entities involved in executing I'IOI'I genuine trades 14720

"From the above table, the following is observed:
i) Out of total trades that were exacuted in BSE's Stock Options segment during the
I.P., 81.38% irades were Non genuine irades.
ii) Total artificial volume generated though such Non genuine trades was 54.88% of
totat traded volume In BSE's Stock Options segment during the L.P.
i) Out of 21,652 entities that had traded in BSE's Stock Options segment during the
1.P., 14,720 entities were Involved in executing such Non genuine trades.

. Contract wise analysis of trade data during the I.P.- Total number of unique

contracts that were traded during the I.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, sfrike price, expiry date etc. Further,
out of 23,885 contracts, there would be certain coniracts in which the number of trades
would be minimal (as the tolal trades across all contracts during 1.P. were 3,58,372).
Hence, analysing trading In sach contract separately would not be feasible. Therefore,
the contracts are first classified based on the number of trades exacuted In each
contract and then the analysis of separate categories of contracts s done. The

contracts are categorised based on the number of trades in each contract as shown
below:

Table § - Categories of contracts based on number of trades in each contract

s Classification of |[Number Number | Number
N;a confracts by of |Turnover (in Rs.)|Traded Quantity |of of entities
" |number of frades |contracts o _ trades | traded
1 [>8000trades | .- 8 22,66,20,050} 1,30,11,500| 52,859 28
| 2 11001-5000 trades 58 57,88,68,068 3,19,05,375] 1,04,533
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“[Giassification of  |Number Number | Number |
contracts by of Turnover {In Rs.} {Traded Quantity |of of entities
_ jnumber of trades  contracts i trades | tratled
_{101-1000trades | 82| =~ 64,10,16,313( = 11.21,06,750| 41228] 854 |
|4 181-100 €1-100 trades 138 486,64,80,084 €7,28,33.375, 8,854 2,088
5 144-80 trades _ N3 " 211§728988)  36,6026,000 5062 1742
6 [3140trades | 270] 4212293236 £1,76,18,29 299 ...94331 3300
7 |21-30 trades 728 ~766,84,32.419]  163,35,56,460) 17,061| 5,560
8 [11-20 trades 2891] _1700,37,D5,026] _ 405,62,66 874 41,828 10,288 |
(8 |1-10trades =~ 19801| 3483,73,37,363| _ 730,62,84.939] 76,618 13,870
Total Market  23885| 7204,64,70,847]  1510,95,88,571( 3,58,372 21,852

Frem the above table, it is observed that maximum trading In terms of tumover had
happened in contracts in which the number of trades are iess than 10 trades in each
oontract. it is evident from the fact that out of total frading turnover of Rs. 7204 crore
{(approx.) in BSE's Stock Options segment during the 1.P., Rs. 3493 crore (48.49% of
total rmarket) wae contributed by contracts in which the number of trades was between
1-10 trades each. The total number of such contracts was 18601 coniracts out of total
23886 contracts in which trading happened during the |.P.

The aforementioned classification of contracts was further classified into 2 broad
categories:

)

it)

Group A Contracts - Includes all such contracts in which number of trades was
more than 100 trades during the |.P. (l.e. contracts shown at S. No. 1 to 3 in above
table}. Since the number of trades In each of these contracts is more and
consequently the number of entities trading In each of such contracts was also
more. Hence, trades happened in these contracts were analysed in detall to
identify any manipulative pattern.

Group B Contracts - Includes all such contracts in which number of trades was
equatl to or less than 100 trades during the I.P. (1.e. contracts shown at S. No. 4 to
9 in above table). In Group B Contracts, the number of trades happened was very
less and consequently the entities trading in each of such contract was also less.
In such a scenario, there is high possibliity that the buy / sell orders placed by one
entity get matched with the same entity or with a few entities only who had traded
in such contracts. Hence, the percentage of artificlal volume through reversal /
nor-genuine trades to total trading volume would be very high. Howsver, this may
not be called as manipulation as the number of entities trading in each of such
contracts would be very few and the reversal trades are bound to happen In such
scenario. Further, in Group B confracts, the chances of repetition of any
manipulative pattern (in terms of reversal / clrcular trades) by any particular entity
in a particular contract are also limitéd as the total number of trades happened In
each contract is less (less than 100 trades).

7.1.Analysis of trades in Group A Contracts - As mentioned above, Group A contracts
refers to all such contracts in which number of trades was more then 100 trades
-during the |.P. The numbser of such contracts during the |.P. was 146 contracts. The
detalls of trading in such 146 contracts is shown In table bafow:

Table 7 - Detalis of trading In Group A contracts duﬂg%tm LP.

Classification of contracts . : TOTAL
>5000 1001-5000 {101-1000 100
Rarficuiars tradou _ (trades  |trades lfrades)
N_M[ of confracts _ O R - _ 82 146
Total Nus Number of entitics 281 80 564 614,
- Rs. 64.1! Rs. 144,65
crores crores
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Classification of contracts = ' T T [TOTAL
——— 5000 11001:5000 [101-1000 |(>100
[ - trades trades  |trades  [frades)
Traded Quaniity 1,30,11,500] 3,19,05,376| 11,21,06,750, 15,71 13,825

Numbar of trades ' 62,850 "1,04533F = 41,226 1,988,618
Numboer of Non genuine trades 52,849 1,04484] 39,864 1,597,189
Artificial volume %Eug_ﬁ Non ginuim trades 07,750 3,16,04,5001 4,50,79,750{ 8, 0bD

of Non gsnuine trades to tolal number of - - : ]
Lﬁum trades N 89.87%) 90.95% 98.70% §0.28%
% of Ariificlal volume gensrated through Non i 97% .
anuine trades to total marlul_vdun_n _ 29.97% . 40.17% 57.21%
tr::!na?r of entities invelved in Non genuine P 79 220 279

~ From the above table, the following is ohssrved:

i) Almost all frades that had happened in category of contracts with more than 1000
trades sach were non genuine trades. Further, the arlificial volume generated
through such non genuine trades was also 89.97% of total trading voluma In such
contracts.

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

i) On an overall basle, the number of non genuine trades during the |.P. in contracts
with more than 100 trades each {Group A contracts) was 99.28% of totat number
of trades in such confracts which signifies that these contracts were used by the
entities for only reversing their transactions. -

iv) The total number of entities that were trading in Group A contracts was 614
entities and out of these 279 entities were indulged in executing non gemuine
trades.

7.2. Analysis of trades In Group B Contracts - As mentioned at Para 7, Group B
contracts refers to all such contracts in which number of frades wae equal to or less
than 100 trades during the |.P, The number of such contracts during the L.P. was
23739 contracis. The details of frading in such 23739 contracts is shown In table

below:
Tuble 8 - Deiails of trading In Group B contrects during the LP. __
Particulars “JTOTAL {<=100 frades) |
{Nurber r of contracts 23,730
| Total Ny otal Number of enfities — 21,526
umnaver {in Rs.) M
Traﬂecl Traded Quantity 1,495.25 crores
Number of frades ) '1,50,754
Number of Non ) trades 84
Artificlal volume gamrabd through non genuine trades 817.21 crores
% of Non genulne trades fo total number of market frades 55.12%
% of artificlal volume generated through non genuine trades 54.65%
fo total market vel
umber of entities inwhml in non genuine trades 14,678

From the above table, the following Is observed:

i) Percentage of non genuine trades was 59.12% of total irades that were executed
in Group B contracts during the |.P.

{f) Artificial volume generated though such non genuine trades was 54.65% of total
traded volume in Group B contracts during the I.P. -

iii) Out of 21,526 entities that had traded In Group B contracts during the 1.P., 14,676
entities were involved in executing non genuine trades.
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7.3.Entities involved in executing non genuine trades across all contracts — As
mentioned at Table 5 of the report, it Is observed that 14,720 entities were indulged in
executing non genuine trades during the I.P. A summary of non genuine trades

executed by top 10 entifies during the LP. Is given in table below:
__Table 8 - Summary. of non genuine trades executed by top 10 entities In all contracls

of artificia! % of non
s genuine
N‘o Entity PAN  |Entity Name tredes to
) tota) market
o trades
AAIFJBO51) {J B Oversess 1.30%
AABCNOS4TM IN M | Pvt Lid 1.
MDGM'HWIMM Commodtities Pvt Ltd D.08%
4 |ABOPN7213K |Umarig Nermani D23
__AABCVE318G [VSP U Pvt Ltd . 0.168%
MQPSDEG‘I E. Gmneet Skmh 0.16%
B 0.03%:
544 0.53% 0.15%
70721572 o069 _ 0 .as% T 0.27%
7,80,58,500, 253 0.07%
Total of Top 10 an’lllles 147,50,21,730 14,618 9.7015!. 4.08%({
Grand Total - All Reversal / Non genulne Trades 50,626]2,91,643 68% 91.38%

Froin the above table, it 1§ observed that top 10 entities were involved In
executing non genuine trades that contributed 4.08% to fotal number of trades
executed In BSE's Stock Options segment during the LP. Further, the
contribution of top 10 entitles to artificial volume generated through non genuine
trades was 9.76% to total market volume during the L.P. It was also observed
that all the aforementioned 10 entities were part of those 59 entities against
which directions were Issued in the Interim order dated August 20, 2015.

Apart from the individual contribution of entities to market volume through non
genuine trades, the contribution of varous unique pairs of entities was also
analysed. Here, Unique Pair of entitles refers to any 2 entites who had
engaged in reversal of frades among themsalves. Contribution of Top 10 such
pairs of entities who have contributed maximum to artificial volume by reversing
their transactione acroes all contracts in the market during the I.P. are shown

table helow:
Teble 10 - Artificial volume generated by top 10 palr of entities during the Investigation
Period .
T % of artinicial volume
- Entlty A Entity B

1__{Motisons Commoditiss Pvi. Lid." [Gyandeep Khemka®
2 |Umang Nerhsni* Shii alali Stesls Lid.
5 [Motisons Commodities Pvt Ltd.:_|Calendula T Pyt Ltd.

4 s“’“"""‘"‘"‘ Umang Mahendra Shah

5 _{Vindus Holdings Lid, ._{Umarig Nemnnl'

L] ShmaGalthraders e -— g Com s Pvt. Ltd.*

7 _[Sand: smstt.Lm Commnditlestt.Lw'

10_1Gop! Kishan Ma' Mano] Pinche

Total of Top 10 palr of entities ' — i
Grand Total - All Reversal / Non Genuine Trades B826,20,50,626 54.68%

* Reprosonts those entitfes against which directions wore lssued In Interin order dated August 20, 2015

From the above table, it is observed that top 10 unique pair of entities have
together contributed 1.70% to market volume and none of the single unique
pair of entities have contributed more than 0.34% to total market volume. On
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analysing complete trade data of all contracts during the I.P., it Is observed that
there were 22660 different pairs of entities who have contributed 54.68% to
fotal market volume through nen genuine trades.

7.4,Conclusion on trade analysis -~ The following are the key observations made at

Para7.1,7.2 and 7.3:

I} The percentage of non genuine trades executed fo total number of trades was
higher In Group A contracts (99.30% of tolal frades) than In Group B contracis
{(69.32% of total trades).

i) The artificial volume generated through non genuine trades was almost same for
both categories of contracts (Group A contracts - 57.27% and Group B contracts -
54.65%).

i) 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 artificlal volume had
contributed 0.34% to total market volume and top 10 pair of entitles, contributed
1.70% 1o market volume by execuling reversal trades. Hence, no concentration is
seen between any specific set of anfities who had contributed fo artificlal volume
through reversal trades. Howaver, a large number of entitles (total 14720 entities)
were engaged in generation of artificlal volume by executing reverseal 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 artificial volume. A total of 14720
entities were Involved in executing non genuine trades thereby violating Regulations
Ha), (b), (c), (d), 4(1), 4(2)Xa) of SEBI Prohibition of Fraudulent and Unfalr Trade
Practices relating to Securities Market) Regulations), 2003. However, this arlificial
volume was not restricted between any specific set of entities. This exscution of
reversal trades was a market wide phenomenon that existed in BSE's Stock Options
segment. Further, SEBI passed directions against top 59 entlties 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 aforementioned Interim order by SEBI, various
measures have been taken by the exchange 1o resolve this problem of reversal
trades. The same Is discussed at Para 10 of the report.

In view of above and In particular that being & market wide phenomenon, no action Is
recommended in the matter. Hence, directions Issued ws 11(1), 11(4) and 11B of
SEBI Act, 1892 against 59 entities vide interlm 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 directions were Issued In
Interim order and Confinnatory order -
In the Interim order and Confirmatory order, directions were issued against 50 entities.
A summary of reversal trades executed by these §9 entitles In all Stock Options

contracts during the 1.P. Is given in table below:
Table 11 - Summary of Non genuine {rades executed by 59 antities agninst which directions were
issued in Interim and Confirmatory order

volume genuine |Non ganuine tradas to{trades to total

Number of |% of artificlal volume {% of non
Artificlal Non generatad through  |genuine
o8

I market volume

30,70,27 580, 49568]

24,57,42 600 55451

22,45.06,000 23|
21,8544,600 830
11,65.37,000] 580
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Number of [% of aitificial volume [% of non
8 Entity Name Artificial Non generated through genuine
No. volume genuine |Non genulne trades to [trades to total
e ey e = . |trades _ |lotal market volume _|market frades
| _6 Gunnaei Sinighi o _1_ 90131204 528 0.60%
andesp Khemka 8,71,60 00| 0,68%
8 Vlslon Sponge lron Pvi. Lid, 190,57 0.63%
8 Adalsh Oredﬂ Co Op Soclety Limited 7.97.21,672 0.63%
10{Eve Imn&FImecthl.Ltd 7y 0.52%
11|Pragys Commodities PV Ltd. _y_o,g,gn_ul — 0.50%
12 JalAnnarggp lmvewnem Pvt. Lid. 7,23,02,828 D.48%
18| Mahakaleshwar Mines & Metals Pvi Ltd 72436500 0.48
4 Kundén Cara Products Limied 7,17,80,760 0.47%[
46{Xlon Gerns & Jewellars Pyt Lid 0.4
| {6{Shir Commodities & Futures PVL. Lid, 0.41%)]
_ ‘l m drakumarSheth " 0.386%
bashi Commerclal Company 0.25%
1 PflmeGnldlmama Limited _0.34%
20{Open Futures And Derlvetives Pyt. Lid. 0.30%)|
21{Gek Stock Pyvi. Lid. 0.27%
22|Mammon Concast Pvi. Lid. 0.20%
23|Swaran Flnawlal Pt. Lid. 022%
24l Anand Mining Corporation 0.22%,;
26|Jaldsep Hahvaa 2 0.22%
26{Raghav Commodities 0.18%
27iRalb Rajbangshl D.15%
Biwoodiand Retalis Pvi. Lid. 0.18%
29 Riddlﬂddhl Builions Limited 0.168%
st Partnars 0.18%
31!Kundan Rica Mifis Lid 047%
0.16%
0.13%
0.12%
208{ ) 0.12%
1, 25 0.11% 0.07%
!?]0m Salas Corporation 1,69,67.500| 28 — 0.11% 0.01%
28|Bhawanl Ferrous Pvt Lid 1,58.96.500] B4 0.11% 0.02%
39/Prompl Commodities 15419000, ~ 284 0.1 0.08%
40[Stee! Crackers Pvt. Ltd 1.62:05:% 114 0.03%
411Sourabh HBON 1,33.45,000 0.00% 000!6
Ketan Ramanial Shah.Huf 1,28 0. 0.04%;
43| Saviirt Soris 28,850,000 0.08% 0.12%
44 ‘Ramanial Shah Huf 1,25,68,000 ‘0.08% 0.03°
45| Ansninath Vincom Pvt. Lid 1,22,gg,| _ 0.02%
Gajanatt Enterp 1,21,77,000 0.08%! 0.14%
47 Panem Steel Pvi. Lid. 41,1385 0.08% 0.02%
48(Pazha Finanoe Pvt Lid 1,00 0.0 "~ 0.04%
49|Rajfotan Smelter Lid 03.28 0.08%| 0.02%|
50]Gandiv Invastiment Pvt L 8745000 0.08% 0.05%
51 mar Damani 81,29.000 0.05% 0.05%
52]Privasha Meven Finance Ltd. 73,765,000 0.05% 0.05%
83 Natvarial P né Huf 71,27,00 0.05% 0.03%
84|Vsp Steel Pvtbtd = . 5572250 0.04% 0.01%
51,99, nunl 20 0,03% 0.06%
e 4547190 60 0.03% 0.02%
18,84 18 0.01% 0.00%
Q 0.00% 0.00%
. 0 .0| 0.00% 0.00%
140.77,18. 68 | __,!__l ~37.08% 7.53%
Grand Total - All Non genuine Trades | 826,20,50.626] 291,643} 54.68% 81.38%

‘From the above table, It is observed that the percentage of arifficial volume
generated by aforementioned 59 entities ranged between 0% to 2.03%. However, it
is also observed from Table 10 that the maximum artificial volume generated by
executing non genuine trades by a unique pair of entitles 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 et S. No. 7 in above table). Further, artificial
volume generated by top 40 unique pair of entiles taken together is 1.70% to market
volume. Hence, it is concluded that the generation of artificial volume by executing
reversal trades / non genuine trades was not restricted to any specific set of antities.
However, if was a market wide phenomenon that existed In BSE's Stock Options

segment.
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Actions taken pursuant to preliminary examination done by SEBI (ISD) in the
matter of liliquid Stock Options:

ISD conducted preliminary examination in the matter of Miquid Stock Options and
observed that ceriain entities were consistently making loss and certain entities were
continuously making profits by executing reversal trades In stock options on the BSE.
ISD had ldentified a total of 50 such enfities that were continuously making profits /
losses by executing reversal trades.

Below mentioned are some of the major actions taken after completion of
aforementioned ISD’s examination:
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)

T4

Py p e ek ey b T ——

\“/{ usion and Recommendations - : )
11,4.Conclusion - In view of observations made in the investigation, the following is
concluded:
" 1) The volume in the BSE's Stock Options segment increased significantly during the
year 2011-12 when BSE introduced "Liquidity Enhancement incentive Programmes™
(hereinafier referred to as "LEIPS™) in lis derivatives segment.

I} Duwing investigation, it is observed that majorily of the volume that was generated in
BSE's Stock Options segmeni during the |.P. was ariificlal volume that was
‘generated by large scale execution of reversal trades / non-genuine trades (54.68%
of total market volume) by large number of entilies (14720 entities). However, this
gemmhonofarﬂﬂdalwﬂmnewasmtmﬂicbdhanyspaciﬂcmnﬁadorbmem
any specific set of entiies. This execyting of reversal frades was a market wide
phenomencn that existed in BSE's Stack Options segment during the 1.P.

i) The aforementioned execution of reversal trades on a large ecale was noticed by
SEBI's surveillance systom and an Interim order-dated August 20, 2015 was passed
agalnqtsammmathad contributed harliﬁddvolumebyewewtlngraveumi
trades.

Iv) After passing of Interim order & Confirmatory order by SEBI, BSE discontinued the
LEIPS sgheme from the Stock Options segment with effact from QOcfober 16, 2015
and Introduced the system of Reversal Trade Prevention check In BSE'S Bfock

r@ﬂom segment with effect from Mareh 14, 2016. During the same time ng in

a e E's Stock Options segment declined and reduced to.nil during 2016-17.

11.2.Recommendations -

i} The generation of arificial volume in BSE's Stock Options segment during the L.P.
by execution of reversal trades was a market wide phenomenon and not restricted to
any specific contract / entity. Further, the corrective actions to address the same
have also besen.taken by the exchange. Hence, directions issued u/s 11(1), 11(4)
and 11B of SEBI Act, 1982 against 50 entities vide interim order dated August 20,
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2015 and Confirmatory orders dated July 30, 2016, August 22, 2018 and August 24,
2016 may be revoked.

i) The matter may be referred to SEBI's Market Regulation Department (MRD) to
examine the failure of BSE in ensuring market integrity in Its Stock Options segment
and fo identify any possible policy changes to prevent such similar kind of trading
pattern (coniribution to volumes through reversal trades / non-genuine trades) to
ocour on the exchange platform.

12. Action Chart

Table 13 -
Violation
s Nature of of SEB(

Nature of {Action
- |Entity PAN Entity Name Findingsin |ActRules/|_ "
No. _ Brief . |Reguilats Evidenca |Proposed
ns

AAAIAO268.) _|Adareh Credit Co Op Soclely Limited Entifles at 5. Entities

AAACRB7271__| Riddi=iddh) Builions Limited No. 1-50 at 8. No. 1
AAAPPBE52R | Bharat Jayantiiai Patel -8
AAAFQ3174B_|Quest Periners Qe 9ans{=ﬁ°n dT:;de a"s?
AAKFG7685A |Gejanan Enterprises arifficla 5 Directions
AAACKTORBP | Kundan Rice Mills Limited volume In Reply lesuad ws
AAIFJ6651)  |JB Oversens  |BSE's Stock 11(1),
AARFR14080 |Raghav Commodites Options 11(4) and
| 5]AABCW1644A {Woodiand Retalls Private Limiiod m"‘“"‘“ﬂ ;ff
AAWPHTT0BL | Jaldeep Halwasive . oy S Ao,
AACCK4743R_|Kundan Care Products Limkag | bades against 50
AAGEAMB7C |Anand Mining Corporation i m"‘“’a"mm entitios
AAHCM1276E_[Mahakaleshwar Mines & Metals PvL Lid. | o vide
AAKCA2148A | Ananinath Vincom Private Limited .| phanomenon interim
AAACPB316P {Pasha Fina PVI Ltd Mvm 14720 order

rashatinanceyvilid 0 |
AAFCABGETD | Xion Gems & Jewellers Pit. Lid. eniities and not dated
‘ ACBFS85888D SkestComsecTradingllp  ~  jreetriciedto August 20,
ACXPDEBOSER #Ashok Kumar Dameani any specific 2016 and

AABHVBOO7P_ |Vinay Remanial ShehHuf _Jconiract/ Confirmato
AAECS4024R | Swaran Financla) Private. Limifed entity. The ty orders

|_21|BSUPS7338K | %ﬁ Rajendrakumar Sheth corective : dated July
|AANFE6892C Sons actions o 30, 2018,
3|AGBPKD64DF | Gyandean Khemka address the August 22,
17C_| Gandlv investmerg Private Limted same have 2016 and
AAAFR1026K | Rashl Commercial Company baen aken by August 24,
P2 | Nikhil Jalan ___|BSE pursuant 2018 may
| _27]AACC@3141P_{Rakesh K Baid — to passing of be
28/ AABCD1130Q | Open Futures And Derivafives Pvi. Lid__|/erim order revoked.
28| AABCP5764C _|Prasiya Commodities Private Limied | 92ted August

30/AADCN1774A | Nouvelle Advisory Services Pwi. Lid |20 2016.
teh | Gok Stock Privete Limited |
AARPY4343F |Om Salas Corporation
AADCP1810G | Promiit Commodities Lid —
AAQPSE561E | Gurmast Singh
AABCNDS41M JN M Impex Pvt. Lid. ]
AABCVA7BIR [Vislon SpongelronPvilyd. |
ABOPN7213K {Umang Nemeni
AABCVE318G = Udyog Pyt Lid.

AAACUT802.) _|Shir Commodities & Futures (P) Ltd.
AABCG0760Q .Jai Annanya Investments Pvt. Lid,

AAUCE1804K |Sureshine Vinirade Pyt Lt '
AADCM7184M |Motisons Commoditias Pvi. Lid.
[AAACE1287C _ | Evergrowing lron & Finvest Pvt. Ltd. |
AOEPRO7600 |RaibanshiTrading e
AAECT2124M |Tradebulis Entorprise Pvt, Ltd., B
DCIPS3813Q  [AviftSaha
AACHKE724K ~|Ketan Ramanial Shah Huf |

ofcpctain sntes in liquld Stack Ontions
age i@

o~ oo Sjoalrat-a

bl

|
-h {0

-Nl_.

e B
ml‘.‘ ml

i s | e
o~

.
NS

B

asfisl]

xalalalalalalatelalelelellals

IVD/ID-8/2016-17/73

=



]

SECURITIES AND EXCHANGE BOARD OF INDIA

Hrr /
240

Entity PAN

AACCKITESF

ADIPBTBIR

gyldslalzigaizlaialsl F”

'N\DEOEZM
AAG Q
AACCB3369A
1K

AAJHP3250L

AADCS6663]

Entity Name

Nature of
Findings in
Brief

[VioTation
of SEBI
ActRules/ | Nature of
Regulatio
ns

Action
Evidence

Steel Pvt Lid,
Prima 1 tion Ltd.

mmmmm
Sourath H Bora

Edan T
Mammon Concast Pvt, Ltd.
maiFmPsrll_.u

Saulnastt.ud

| BDHFMB310A -

13. References to other department

m—hmm

during the LP.
il hBSE'nSlﬂm

lmog by Ortions gg]!gg breached.

ware awecUiad in | Tride Oste. BSE Faply

and the market

14. Past Actions Against The Alieged Entities (SEBI Action Taken Report)
SEBI ATR database has been checked on November 23, 2017 for all entities mentioned In
Action Chart (Table 14) and the paet actions are obsarved against the following entities:

Table 15 c—
N [Entity Name Entity PAN Action Taken Case Name
En Giobal Telesystem Lid.
iﬁgw_um, Ponnl Sugars (Erods) Lirsied
Teta Finance Lid- raracons
. Enqully&Pmmnlon In the shares of GTL &
1 {Bheamt.Jaysniiial Patel AAAPPBBS2R B PMI'IH 1) El s W
118 Procoadings & Enguiry ﬁlhnsurmmpwl.lmled
' Adjudication Vitun inidusties Uimiied
udication Ess Dee Aluminium e
2 |Gajanan Entemrises AAKFG7605A vdication MIC Electonics L3 .
I leation Apollo Tyres (i,
3 |andv invesiment Private |aaccs017C  [Adudication Ponni Sugars (Erods) Limted
: {4 |Gyandeep Khemka AGBPKogsoF  |~didication & 11B Sulabh Enginesrs & Servioss Lid,
5 _|Jaidosp Habwasiya AMWPH170aL  |[nudication & 118 Suiabh Engineers & Services Lid.
1 : Twilght Litaka Phams Limited
3 |Panem Stool Pyt L, AAACPB50ZR - Sulsbh Engineers & Services Lid,
Ad]ﬁrm% T Mafan Industriss Ltd
9 |Sourabh H Bora ADIPB7993R Prosecution & 11 .
Progeediris " Snowcem India Ltd,
1o [Pwersh Financisl Privete | \aECS4024R | Adjudication Shrea Om Trades Lid
11 |Umang Nemani ABOPN7213K  Non Enforcement Action | v Pipevay Defence & Offshors
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SECURITIES AND EXCHANGE BOARD OF INDIA
Order Communicating Appointment of Adjudicating Officer

1. Whereas in exercise of the powers conferred upon the Competent Authority,
Shri Suresh B Menon, Chief General Manager was appointed as
Adjudicating Officer vide order/s issued earlier (hereinafier referred as
“Original Orders”) in respect of cases/entities at Flag C-1.

2. Whereas vide order dated July 26, 2022, the Competent Authority has
approved the transfer of the Adjudication proceedings in respect of
cases/entities enumerated in Flag C-1 to Adjudicating Officer —- CGM (Shri.
N Hariharan).

3. Except for the change of Adjudicating Officer, all other terms and
conditions in the Original Orders shall remain unchanged and shall be in
full force and effect. The Adjudicating Officer shall procesd in accordance
with the texms of reference made in the Original Orders read with this Order.

4. The said proceedings of transfer/appointment are hereby communicated to
the adjudicating officer to conduct the adjudication proceedings in the
manner specified under SEBI Act, 1992, Depositories Act, 1996, SCR Act,
1956 and the respective rules made thereunder. The Adjudicating Officer
shall inquire into and adjudicate the alleged violations and if satisfied that
the entities have become ligble to penalty, may impose such penalty, as the
Adjudicating Officer thinks fit, in terms of SEBI Act, 1992, Depositories
Act, 1996, SCR Act, 1956 and the respective mles made thereunder.

Attt

ASHUTOSH ARUN
DEPUTY GENERAL MANAGER
SECURITIES AND EXCHANGE BOARD OF INDIA

Dated at Mumbaig.-f.—!d-‘;y of July, 2022.






Flac C1

5r. No |Name of Entity Pan No.

1 ASANSOL POLYFABS PRIVATE LUIMITED AAECAQ154G
2 ASHA AGARWAL ACVPAS524G
3 ASHA AGARWAL AFOPAQ366C
4 ASHA AGRAWAL AFIPAZG658B
5 ASHA DIDWANIA ADSPD5087D
6 ASHA GUPTA AHWPG2441A
7 ASHA JAIN ABAPJO04BG
8 ASHA JAIN ACIPJ2966N

9 ASHA JAIN ACRPJ7142H
10 ASHA JAIN ADQPJ1589A
11 ASHA IHA ACWPJ6895Q
12 ASHA RANI AGCPR2640F
13 ASHA VIJAY ACGPVE710N
14 ASHA DEVi DUGAR ADNPD1737B
15 ASHA DEVI LAKKAR AAWPL1286B
16 ASHA DEVI SULTANIA AWDPS8484M
17 ASHA KEDIA AFDPKOB34J
18 ASHA TRADECOM PRIVATE LIMITED AACCA3R3IIN
19 ASHABEN BHUPENDRAKUMAR PATEL ACRPP3505C
20 ASHDIL SALES PROMOTION PRIVATE LIMITED  |AADCA8452C
21 ASHIANA PROPERTIES PVT LTD AACCA2514)
22 ASHIRWAD TIE UP PRIVATE LIMITED AAGCAL397P
23 ASHIS DAS & SONS (HUF) AAKHAT7315C
24 ASHISH BANSAL AHPPBD224P
25 ASHISH DAMANI AAEPA4603R
26 ASHISH MORE AFNPM4609M
27 ASHISH BAHETY {HUF) AAMHAOS60)
28 ASHISH CHHAWCHHARIA (HUF) AANHA2631L
29 ASHISH DAMANI HUF AAKHAB754R
30 ASHISH DUBEY HUF AALHASCB3IN
31 ASHISH GADHIA HUF AAKHAS243F
22 ASHISH GOEL HUF AAFHA7243G
a3 ASHISH GOEL HUF AAOHAD853M
34 ASHISH GOYAL ABSPG3430F
35 ASHISH GUPTA {HUF) AAKHA7512F
36 ASHISH KALYANMAL GARG HUF AAHHAT7002B
37 ASHISH KUMAR {(HUF) AAJHAGCO0F
38 ASHISH KUMAR MAHESWARI HUF AALHA1218H
39 ASHISH KUMAR SARAWGI HUF AAOHA3293D
40 ASHISH PADIA (HUF) AAKHA4629M
41 ASHISH PERIWAL FAMILY TRUST AAATAB743)
42 ASHISH PERIWAL HUF AAMHA3554P
43 ASHISH SABHARWAL {HUF) AAOHAGBG4L
44 ASHISH SUNIL KAREKAR AXUPK3004F
45 ASHISH TAYAL AND SONS HUF AAHHA3507M
46 ASHISH VARMA HUF AAIHA5008C
47 ASHITKUMAR NALINKUMAR SHAH HUF AAFHSB477Q
48 LIMITED AAHCAZ618C




49

ASHOK ARTI HUF AALHA4415N
50  |ASHOK B PAREKH & OTHERS HUF AACHAS877K
51  |ASHOK BABULAL VARDHAN AAAPVBIBEQ,
52  |ASHOK G PORWAL HUF AACHA4999Q
53  |ASHOK GANESHLAL PORWAL AAZPPOG18C
54 ashok kumar huf AAMHAL037M
| 55 |ASHOK KUMAR AGARWAL ACSPA5151E
56 |ASHOK KUMAR AGARWAL HUF AADHA1459C
57  |ASHOK KUMAR AGARWAL HUF AAGHA2547A
58  jASHOK KUMAR BAGHMAR AAHPB2140F
59  {ASHOK KUMAR CHOUDHARY AARPC1114G
60  |ASHOK KUMAR CHOWDHARY (HUF) AADHA2320)
61  |ASHOK KUMAR DAMANI & SONS HUF AACHA46460Q,
62  |ASHOK KUMAR GOEL HUF AAFHA3005H
63  |ASHOK KUMAR HUF AACHAA773Q
64  |ASHOK KUMAR JAIN AACHA7213B
65  |ASHOK KUMAR JAIN ACFPJ2019P
66  |ASHOK KUMAR JAIN AEWPJ7248D
67  |ASHOK KUMAR JAIN HUF AAJHA2531D
68  |ASHOK KUMAR JALAN HUF AABHJBS94E
69  |ASHOK KUMAR KASAT HUF AACHA2613R
70  |ASHOK KUMAR KEJARIWAL HUF AAMHA3289F
71  ]ASHOK KUMAR MOHTA AIKPMB317N
72 |ASHOK KUMAR MOHTA HUF AACHA3446A
73 |ASHOK KUMAR MUNDHRA ADOPM9637C
74  |ASHOK KUMAR MUNDHRA HUF AAGHA210L
75  |ASHOK KUMAR RAJESH KUMAR AAEFA5106H
76  |ASHOK KUMAR SHANKARLAL AGZPS2173H
77  |ASHOK KUMAR SHARMA ABMPNE222A
78  |ASHOK KUMAR SHARMA HUF AAJHADS31G
79  |ASHOK KUMAR SINGHI AAPPS0597R
80  |ASHOK KUMAR SURANA BRRPS1919R
81 |ASHOK N SHAH HUF AAIHAG170K
82  |CORPORATION AAEFA5191)
83  |ASHOKKUMAR K THAKKAR AIWPT7136N
84  |ASHOKKUMAR NANAKCHAND JAIN AAFPJ7936D
85  |ASHU RASTOG! ABZPR3104L
86  |ASHU MITTAL AAUPMS421B
87  |ASHUTOSH BHAGAT HUF AAEHA2486G
88  |ASHWIN CHUNIBHAI SHAH AMXPS1436R
89  |ASHWIN MOHANLAL THAKKAR AABPT3203H
90  |ASHWINI CHETAN SHAH ACAPS9517L
91  [ASIA COAL LINE ADVISORY PRIVATE LIMITED  |AALCA9307L
92  |AKASH NAYYAR HUF AAIHA5505L
93  |AKASHKUMAR R PATEL BIGPP78406
94  |AKB TOWERS PRIVATE LIMITED AAGCAS074R
95  |AKHIL AGRAWAL AQAPASS89R
96  |AKHILESH BAGARIA BBWPBB236K
97  |AKHILESH GOYAL HUF AAGHA1719N
98  |AKHILESH JAIN ACDP10232C




99 AKHILESH KUMAR JAIN - HUF AAFHA1287A
100 AKSHAT KHANNA ASRPK3330Q
101 AKSHAT INCORPCRATION ABAFA1594L
102 AKSHATA RAHUL KHIVSARA AEZPR78063
103 AKSHAY SHARMA DIMPS7431E
104 AKSHAY MANHARLAL SHAH AFSPS8760A
105 AKSHAY SHARMA, CDQPS8724L
106 AKSHI MITTAL AAIPM7321C
107 AKSHIMA MIMANI BMRPM3704P
108 ALAKNANDA DEALTRADE PRIVATE LIMITED AAJCA1809P
109 ALANKRIT VYAPAAR PRIVATE LIMITED AACCAS413A
110 ALBRIGHT FINANCE PVT LTD AACCA2413)
111 ALFA TIE UP PRIVATE LIMITED AACCA2334A
112 ALKA CHHARIA ABYPC(O826B
113 ALKA DHANUKA AAGPDO729F
114 ALKA GOEL AHRPG7188D
115 ALKA MEHTA AFAPM9532Q
116 ALLO ROY ANOPR5262Q,
117 ALO DASS GUPTA AAJPG7475L
118 ALCK AGRAWAL ACIPA4192K
119 ALOK SINGHANIA AKOPS3982M
120 ALOK AGARWAL & SONS HUF AAFHAZ825Q
121 ALOK KUMAR AGARWAL AAKHA1452N
122 ALOK KUMAR AGARWALA AADHA1088H
123 ALOK KUMAR BHAGAT HUF AAOHA7088L
124 ALOK KUMAR CHOUDHURY HUF AAHHABBSEP
125 ALOK KUMAR JALAN AND OTHERS HUF AACHA3444C
126 ALOK KUMAR KAKAN!I HUF AALHAGDGEB
127 ALOK KUMAR SALIN KUMAR HUF AABHA3870P
128 ALOK MEHROTRA HUF AANHA2083A
129 ALOKE AGARWAL ACIPAO3B7P
130 ALOKE GHOSH AGXPG7753M
131 ALOKE SARAQGI AKWPS2465F
132 ALPANA AGARWAL ADBPAB993N
133 ALPANA GUFPTA AIXPG7511P
134 ALPESH HARISHKUMAR VORA HUF AAGHA4623M
135 ALPS SALES PRIVATE LIMITED AACCA3914A
136 ALTERNATIVE DEALERS PRIVATE LIMITED AAICA2613G
137 AMALENDU GHOSH HUF AAQHA7298C
138 AMAN JAIN AYVPIO141N
139 AMAN GUPTA AND FAMILY HUF AAMHABRS06R
140 AMANAT COMMERCIAL PRIVATE LIMITED AAFCA3534M
141 AMANAT DEVELOPERS PRIVATE LIMITED AAGCA9440D
142 AMANAT MERCANTILE PRIVATE tIMITED AAHCAG308BD
143 AMAR AGARWALLA ACXPAO115F
144  |Amit Agarwal HUF AANHAG957K
145  |Amit Agarwal HUF AAOHA24006
146  |Amit Kothari HUF AAGHAGH80)
147 Amit Vaghaji Vora AENPV3391Q
148 Amit Vaghall vora {HUF) AAMHAB190H

Amr -



149  |Amitabh Rajgarhia HUF AAIHA5651D
150 |Amritphal Mercantile Private Limited AAHCA4645F
151 Amritrashi Exim Private Limited AAKCA2113R
152  |Anchal Nikhil Poddar AKGPA4553N
153 Anil Kumar Rungt HUF AACHA4787)

154 Anirud Mohta HUF AALHA1543Q
155  |Anirudh Mohta ALGPM3052P
156 |Anjana Kedia AFYPK8023N




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 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. 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. C-4A, G-Block,

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent

Amnn



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 — 700 038. ..... 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



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,
Advocates i/b ELP for the Respondent (SEBI).

WITH
Appeal No. 196 of 2022

Aaina Engineering Pvt. Ltd.
9, India Exchange Place,
3™ Floor,

Kolkata-700001. ... 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. 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 WNankani,
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 Mehta,
Mr. Shourya Tanay and Mr. BHarshvardhan 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 — 1,
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



Mr. Mukesh Mohan Goyal, Advocate i/b RG Laws 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. 208 of 2022
Seema Agarwal
FD 356 Salt Lake City,
Sector III, 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,
Mr. 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



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.  Even 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 (F(AO’ for short) of the
Securities and Exchange Board of India (‘SEBI’ for short)
imposing penalty under Section 1SHA 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 is

squarely covered by the decision of this Tribunal in Global



Earth Properties and Developers Pvt. Ltd. vs. SEBI, Appeal

Ne. 212 of 2020 decided on September 14, 2020.

4, The leammed 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 T. 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 and that the factors contained under



Section 15J 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 AO 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



that the impugned transactions were manipulative and was a
deceptive device to create a desired loss and/or profit. Such
transactions 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. Ltd, (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 SEBI 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 Exchange platform. SEBI
accordingly initiated penalty proceedings in a Jarge 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 AOs

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 matters 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.
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11. In this regard the penalty which is being imposed is
under 15HA of the SEBI 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 8,
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. 1 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 15]B of the SEBI Act provides for settlement of
administrative and civil proceedings. For facility, the said

provision is extracted here under:-

Settlement 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 11B, section
11D, sub-section (3) of section 12 or section 15-1, may
file an application in writing to the Board proposing
for settlement of the proceedings initiated or to be
initiated for the alleged defaults.
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(2) The Board may, after taking into consideration the
nature, gravity and impact of defaults, agree to 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 II provides the procedure for filing ‘Application for
Settlement’, Chapter IIl provides the ‘Scope of Settlement,
Chapter IV 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 VI 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 Setilement
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 and
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

Settlement 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 II, 111, 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 procecdings’ has been defined under Section 2(f)
of the Settlement Regulations, 2018, namely, the proceedings
that have been initiated by SEBI under the SEBI 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 15SHA 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 AOs
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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21. 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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