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Securities and Exchange
Board of India

ADJUDICATING OFFICER

By Speed Post Ack. Due/Email
EAD-1/SBM/VS /11865/2022
Mazrch 22, 2022
ARJUN JAGDISH DUNGARSHI
(PAN NO.: AQOPD9781D) -
KARANJULE CHAWL, ROOM NO 03,
MIDC ROAD, NEAR RAM MANDIR KAILASH NAGAR,
AMBERNATH (E), THANE, MAHARASHTRA-421501

Email Id: ag'und@ggrs}ﬁ@yahgo.in

Sub: Notice under rule 4(1) of SEBI (Procedure for Holding Inquiry and imposing penalties)
Rules, 1995 read with Section 151 of SEBI Act. 1992

1. Securities and Exchange Board of India (heteinafter referred to as ‘SEBI’), vide communiqué dated
September 30, 2021 (Annexure-A), appointed the undersigned as Adjudicating Officer (hereinafter
referred to as ‘AO") under Section 19 read with Section 15-I(1) of Securities and Exchange Board of
India Act, 1992 (hereinafter refetred to as ‘SEBI Act) read with Rule 3 of SEBI (Procedure for Holding
Inquity and Imposing Penalties) Rules, 1995 to Inquire into and adjudge under the provisions of Section
15HA of the SEBI Act, the violation of the relevant provisions of Securities and Exchange Board of
India (Prohibition of Fraudulent and Unfair Trade Practices related to Securities Market) Regulations,
2003 (hereinafter referred to as ‘PFUTP Regulations’), alleged to have been committed by Arjun
Jagdish Dungarshi (hereinafter referred to as ‘Noticee’) by carrying out reversal trades, which were
non-genuine trades in the illiquid stock options segment at Bombay Stock Exchange (BSE).

2. SEBI obsetved large scale reversal of trades in Stock Options segment of BSE leading to creation of
artificial volume. Pursuant to the same, SEBI conducted an investigation into the trading activities of
certain entities in illiquid Stock Options at BSE for the period April 01, 2014 to September 30, 2015
(bereinafter referred to as Investigation Period’/’relevant petiod’). The copy of relevant extract of

the investigation report is enclosed as Annexure-B.
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It mav be noted that reversal trades are considered non-genuine trades if it involves an entity reversing
its buy or sell positions in a contract with subsequent sell or buy positions with the same counterparty
during the same day. In this regard, artificial volume is considered as the volume (no. of units} revetsed
in non-genuine trades, comprising both original volume and reversed volume while keeping out the

volume which is not reversed.

Pursuant to the investigation, it is alleged that, duting the investigation period, a total of 2,91,643 trades
comprising substantial 81.38% of all the trades exccuted in Stock Options Segment of BSE were non-
genuine trades. The aforesaid alleged non-genuine trades resulted into creation of artificial volume to
the tune of 826.21 crore units ot 54.68% of the total market volume in Stock Options segment of BSE
during the Investigation perod. Itis alleged that 14,720 entities were involved in the execution of non-
genuine trade during the above mentioned investigation period and further, itis alleged that the Noticee
is among the 14,720 entities who have indulged in the said non-genuine trades during the investigation
period. In this regard, details of all the alleged non-genuine trades of the Noticee in Stock Option
Segment of BSE during relevant period are attached as Annexure-C.

It is Further noted that said alleged non-genuine trades were not restricted to any specific contract or
between any specific set of entities. Following poinis deals with the dealings of Noticee during the

Investigation period and allegations against his execution of non-genuine trades.

For the purpose of illustration of non-genuine trades and creation of artificial volume by the Noticee,
details of trading done by the Noticee in the contract viz. “ONGC15MAR280.00CEW3” on March
17, 2015 is given below:

Trade
Rate (T)

Buy Order
Time

Sell Order Trade
Time Time

Trade

Date Buyer Seller Quantity

17/03/2015

I Sandeep Jain

: HUF

Arjun Jagdish
Dungarshi

11:41:55

11:41:56

11:41:56

22.05

55000

17/03/2015

Arjun Jagdish
Dungasshi

Sandeep Jain
HUF

12:01:37

|
f
:
|
i
{

12:01:37

12:01:37 .

33.25

30000

17/03/2015

Arjun Jagdish
Dungarshi

Sandeep Jain
HUF

12:01:50

12:01:50

12:01:50

335 |

25000
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7. It is observed from the table above that the trades entered by the Noticee in the contract of
“ONGC15MAR280.00CEW3” on March 17, 2015, with his countetparty viz. Sandeep Jain HUF were
reversed between the Noticee and the same counterparty on the same day resulting in reversal of trades
which ate, prima faiis, considered to be as non-genuine. Therefore, in the ptocess artificial volume in
the stock option contract at BSE has been generated by the Noticee through such non-genuine trades.
From the table above, it is observed that the artificial volume created as no. of units reversed in non-
genuine trades is 1,10,000 units comprising both volume of initial trade and volume of reversal trade,
while not considering the volume which is not reversed. In the process, it is observed that the Noticee

had made a loss of ¥6,22,250/-.

8. The transactions in a said contract were reversed with the same counterparty indicates a priot meeting
of mind with a view to execute the teversal trades at a pre-determined price. Since these trades were
done in illiquid option contracts, there was no trading in the said contract and hence, there was no price
discovety in the strictest terms. The wide variation in prices of the said contracts, within a short span
of time, is a clear indication that there was pre-determination in the prices by the counterparties while
executing the trades. Thus, it is observed that Noticee had indulged in reversal trades with his

counterparty in the stock options segment of BSE and the same were non-genuine trades.

9. Itis further observed from the trade data of the Noticee that it has allegedly entered into non-genuine
trades in 4 contracts wherein he had executed a total of 26 trades all of which wete, prima facie, non-
genuine trades. In view of this, it is alleged that such fraudulent trades of the Noticee had resulted into
creation of artificial volume of total 3,52,000 units.

10. From the perusal of the trade data of the alleged non-genuine trades of the Noticee, it is obsetved that
Noticee has allegedly executed non-genuine trades in 4 contracts. The total volume of 3,52,000 units
generated by the Noticee in these 4 contracts due to his alleged non-genuine trades was artificial volume
generated by the Noticee in the stock option segment of BSE. These alleged non-genuine trades,
cxecuted by Noticee in above contracts, had significant differential in buy rates and sell rates

considering that the trades were reversed on same day.
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11. Further, summary of dealings of Noticee in 4 Stock Options contracts in which he had allegedly
executed non genuine trades during the relevant period is enclosed as Annexute-D. The details of

artificial volume generated by the Noticee through the alleged non-genuine trades are mentioned in the

table below:

% of
Artificial % of
% of Non Volume Astificial
% of Non Genuine generated Volume
Genuine trades of | by Noticee generated
trades of Noticee in the by Noticee
Noticee in in the confract to in the
Total Total the contract | contract Noticee’s contract to
Avg. Buy Avg. Sell to Noticees | to Total Total Total
Buy Volume Sell Volume Total trades | tradesin Volume in Volume in
8. Rate (no. of Rate (no. of in the the the the
No. Contract Name (3] units) (3] units) Contract Contract Contract Contract
1 CESC15MARS0C.00CEW 3 136.01 45000 | 6125 45000 B 34.78 95.65 29.28
2 CESCI5MARS4C.O0CEW3 64.01 12050 365 12000 109 30.77 160 10.3
3 CESC15MARS6C.00CEWS 44.54 5000 26.1 65000 106 64.71 100 39,39
4 ONGC15MAR280.00CEW3 33.36 55000 | 22.05 55000 30 3.56 27.5 4.58

12. In view of the foregoing, it is alleged that the Noticee, by indulging in execution of reversal trades in
Stock Options with same entities on the same day, which were nofi-genuine in nature, has created false
ot misleading appearance of trading in the aforementioned contracts traded in the option segment of
BSE. In view of the fact that these options contracts were illiquid in narure, having very stall volume
in trading, the Noticee allegedly created artificial volumes in stock options which was manipulative and
deceptive in nature. Therefore, in view of above, it is alleged that the Noticee has violated Regulation

3(a), (b), (c), (d), 4(1) and 4{2)(a) of PFUTP Regulations, 2003. The text of aforementioned provisions

of law is being reproduced below:

PFUTP Regulations

3. Prohibition of certain dealings in securities

No person shall directly or indirectly—

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

(b) use or ensploy, in connection with issue, purchase or sale of any security listed or proposed to be histed

in a recognized stock exchange, any manipulative or deceptive device or contrivance in contravention of

\

N

the provisions of the Act or the rules or the regulations made there under;
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(c) empley any device, scheme or artifize to defraud in connection with dealing in or issue of securities
which are listed or proposed to be listed on a recognized stock exchange;

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

4. Prohibition of manipulative, fraudulent and unfair trade practices

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

(2) Dealing in securities shall be deensed to be a frandulent or an unfair trade practice if it involves
Jraud and may include all or any of the following, namely—

() induiging in an act which creates false or misleading appearance of trading in the securities market;

13. The alleged violation of the aforementioned provisions of the PFUTP Regulations, if proved, makes
the Noticee liable for penalty under the provisions of Section 15HA of the SEBI Act. The text of the
said provisions is reproduced below:

Penalty for fraudulent and unfair trade practices.

15HA. If any person induiges in fraudulent and unfair trade practices relating to securities, be shall
be biable 1o a penaliy which shall not be less than five lakb rupees but which may extend to twenty-five
crore rupees or three times the amownt of profifs made ont of such practices, whichever is higher.

14. In view of the above, the Noticee is required to Show Cause as to why an inquiry should not be held
against the Noticee in terms of Rule 4 of SEBI (Procedure for Holding Inquiry and Imposing Penalties
by Adjudicating Officer) Rules, 1995 read with Section 15I of the SEBI Act and why penalty, if any,
should not be imposed on the Noticee under the provisions of Section 15HA of the SEBI Act.

15. Your reply, along with supporting enclosures and documents, should reach the undersigned at the
address mentioned below as well as through email at sureshm@sebi.gov.in and vikrams@sebi.gov.in

\
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in pdf and MS word format within 15 (fifteen) days from the date of receipt of this Notice, failing
which it shall be presumed that you have no submissions to make, in which case, the matter shall be
proceeded with on the basis of material/facts on record. You may also indicate in your reply if you
desire a personal hearing in the matter. You are also required to submit a copy of your PAN Card and
vour contact details {(contact person, phone number, email details, fax etc.) for our records. Further, in
case there is any change in vour address or contact details during the period of the current Adjudication

roceedings, ame may be brought to the notice of the Adjudicating Officer immediately.

SURESH B. MENON

Enclosures:
List of documents
! 81, No. | Documents i Annexure
1 Copy of the Appointment Order dated September 30, 2021 ] A
2 Copy of the relevant extract of the investigation report B
3 Trade log depicting all non-genuine trades of Noticee in Stock Option C
| segment of BSE during investigation period
4 Summary of dealings of Noticee in contracts wherein he execured non- D
genuine trades
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Communication of the Order appointin Adjudicating Officer

1. Whereas, Securities and Exchange Board of India (SEBI) has examined
trading in the scrip of llliquid Stock Options at BSE for possible violation of the
provisions of the Securitles and Exchange Board of India Act, 1992 (hereinafter
referred to as the ‘SEBI 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 Regulations 3 (a), (b), (c),
(d), and Regulations 4 (1), 4 (2) (a) of SEBI (Prohibition of Fraudulent and
Unfair Trade Practices relating to Securities Market) Regulations, 2003, by the
entities mentioned at Annexure A.

3. The Competent Authority has, therefore, in exercise of the powers conferred
upon her under Section 19 of the SEBI Act, 1992 ("SEBI Act") read with Section
15 1(1) of the SEBI Act and Rule 3 of SEBI (Procedure for Holding Inquiry and
Imposing Penalties) Rules, 1985 (“hersinafter referred as the ‘SEBI Rules")
read with Section 19 of the SEB| Act appointed Shri Suresh B. Menon, Chief
General Manager, Shri Parag Basu, Chief General Manager, Shri G.
Ramar, Chief General Manager, Ms. Maninder Cheema, Chief General
Manager, Shri Prasanta Mahapatra, Chief General Manager, Shri Vijayant
Kumar Verma, General Manager and Ms. Soma Majumder, General
Manager as Adjudicating Officers vide Order dated August 18, 2021 to
enquire into and adjudge under Section 15HA of the SEBI Act, 1892 for alleged
violations by the Noticees as mentioned at Para 2 above. The list of the entities
against whom adjudication is approved and the names of the Adjudicating
Officers who are appointed to adjudicate against respective entities are placed
at Annexure A.

4. The said proceedings of appointment are hereby communicated to
the Adjudicating Officers who shall conduct the Adjudication Proceedings in
the manner specified under Rule 4 of the of the SEB| Rules read with sub-
section (1) and (2) of Section 15 | of SEBI Act. 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 beccme liable to
penalty, may impose penalty, as they think fit, in terms of Rule 5 of the SEBI
Rules and provisions of Sections 15 HA of the SEBI Act.

e

Dated at Mumbal, this30 day of September, 2021. Q
ROBIN JOSEPH BABY

DEPUTY GENERAL MANAGER

SECURITIES AND EXCHANGE BOARD OF INDIA
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5. No |Cose D Case Name i PAN Number  |Name of the entity Communication |AO Name {Mr /N3]
|58 | 210017450]150 ot BSE-ARJLIN JAGDISH DUNGARSHI AQOPDG7ELD  [ARIUN JAGDISH DUNGARSHI i Suresh B Menon
60| 210007502[1S0 at BSE-ARPAMTIEUP PVTLTD ARDCASOO2E  |ARPAWTIEUP VTLTD % lsureshBMenon
61| 210013720{1SO at BSE-ARPANA AGARWAL ACVPAZOOLP _ |SRPANA AGARWAL 3 Suresh B Menon
| 62 210016208]150 at BSE-ARPANAMANGLA — JAAPMIBSEL  |ARPANA MANGLA i {Suresh B Menon
63 | 240018458]1S0 2t BSE-ARPIT AGARWAL BNBPAISIIF __[ARPIT AGARWAL e a Tsuresh B Menon
64| 210012962[150 at BSE-ARPIT PATOD! ABSPP30G6E __ |ARFIT PATOD! 2 .. |suresh 8 Menon
65 210011816] 150 2t BSE-ARPIT AGRAWAL (HUF) AADHA7022C  [ARPIT AGRAWAL [HUF) ] Surash B henon
| 66 210017922]150 at BSE-ARPIT JAIN AXGPILSAE) ARPIT JAMN 3 Suresh B Menon
67 2100678744150 at BSE-ARRIANA BEGANI TRUST AACTAGDBBA  {ARRIANA BEGANI TRUST B Suresh BMenon |
[ ARROWLINK CHEMICAL PRIVATE
68 210016876 150 at BSE-ARROWLINK CHEMICAL PRIVATE LIMITED AAKCAL933D UMITED 3 Suresh B Menon
69 210019235150 at BSE-ARROWSPACE TREXIM BYT LTD AAKCAADDSM _ [ARRCWSPACE TREXIM PVTLTD 5 Suresh B Menon
70 2109123101150 at BSE-ARTI SRIVASTAVA AATPS4476D ART] SRIVASTAVA 3 Suresh 8 Menon
71 210031351[150 at BSE-ARTVIEW VANLYA PYTLTD AAMUCARSSSF  {ARTVIEW VANUYA PVT LTD 3 Surash B Menon
_J2 | 230014342150 at BSE-ARUN AGGARWAL ADQPAS3S0]  [ARUN AGBARWAL - Suresh B Menon |
73 2100133311150 at BSE-ARUN ENTERPRISES ACIPRBO4EL ARUN ENTERPRISES H Suresh B Menon
74 210043057150 at BSE-ARUN KUMAR ABXPKA045K ARUN KUMAR K {Suresh B Menon
75 710010947 | 150 at BSE-ARUN AGGARWAL HUF AAKHASB74N  JARUN AGGARWAL HUF H Suresh § Menon
76 210010107150 at BSE-ARUN GOEL HUF -, AAHHAG733R  JARUN GOEL HUF 3 Suresh B Menon
77 210012214150 at BSE-ARUN KUMAR AGARWAL ACFPAZIOEA  JARUN KUMAR AGARWAL 2 Suresh B Miston
78 210006927{150 at BSE-ARUN KUMAR AGRAWAL AABHATS1SH  |ARUN XUMAR AGRAWAL 5 Syresh B Menon
kil 210008752 {150 at BSE-ARUN KUMAR BANKA HUF AAGHAZ1790 [ARUN KUMAR BANKA HUF 3 Suresh B Menon
BO | 210014743(ISO at BSE-ARUN XUMAR BANTHIA AEGPBSB76F __ JARUN KUMAR BANTHIA 2 Tsuresh 8 Menon |
81 210012809150 at BSE-ARUN KUMAR CHOUDHARY ABLPC1549C ARUN KUMAR CHQUOHARY 5 Suresh B Menon
82 210013855(1S0 at BSE-ARUN KUMAR GOENKA ACZPG7EBIN  {ARUN KUMAR GUENKA 3 Suresh B Manon
83 210015691 | IS0 at BSE-ARUN KUMAR GOYAL i AGBPGESITF _|ARUN KUMAR GGYAL H Suresh B Menon
84 210013552{150 at BSE-ARUN KUMAR JALUKA ACOPSLBOBH  |ARUN KUMAR 1aLUKA ; [Suresh B Menon
BS 2100150761150 at BSE-ARUN KUMAR KEDIA AEYPKG259D  [ARUN XUMAR KEDIA 3 Suresh B Menon
86 230011413 ] F50)- 2t BSE-ARUN KUMAR PODDAR ( HUF) AAMHAS2640,  |ARUN KUMAR PODDAR { HUF) 3 suresh B Menan
87 | 2100185651150 at BSE-ARUN KUMAR SAXENA BRLPS1779M  |ARUN KUMAR SAXENA 3 Suresh B Menon
88 210008290 {50 at BSE-ARUN KUMAR SHAH HUF AADHALGEEP  |ARUN KUMAR SHAH HUF 3 Suresh B Menen
23 210005735 150 at BSE-ARUN M CHAVAM HUF AAGHAIGRZD  |ARUN M CHAVAN HUF 3. Suresh B Menon
90 | 310007734150 at BSE-ARUN MOHLA HUF AACHAG5510  FARUN MOHLA HUF E] Jsurest B Menon
g1 210M6793] 150 at BSE-ARUNA DEBI DUGAR AKYPDB287E  |ARUNA DEBI DUGAR 3 {suresh B Menon
92 21018243 |50 at B5E-ARUNIMA GULAT! AHKPG3470B ARUNIMA GULATI 3 Tsuresh B Menon
ARUNODAY MERCHANTS PRIVATE
93 210007278150 at BSE-ARUNCDAY MERCHANTS PRIVATE LIMITED |AACCAZ2486K LIMITED 3 Suresn B Mencn
54 210015643 IS0 at BSE-ARVIND KUMAR KARNANI AFYPKBD27) ARVIND KUAR KARNANI 3 Suresh B Menon
|ARVIND KUMAR SURESH
95 210006917 150 at BSE-ARVIND KUMAR SURESH CHANDBAGDI AABHA2754C  ICHANDBAGDI B Suresh B Menon
95 2100119711150 at BSE-ARVINDKUMAR BABULAL ALMAL AAPPATBB3E  |ARVINDKUMAR BAEULAL ALMAL 3 Saresh B Menon
J50 ot BSE-ARVINDKUMAR RAMNIWAS MAHESHWARI ARVINDKUMAR RAMNIWAS
97 210010719 [HUF AATHABIOLM  [MAHESHWARIHUF ] Suresh B Menon
ARYA TRADECDM PRIVATE
L] 210008651150 5t BSE-ARYA TRADECOM PRIVATE LIMITED AAGCA72508  |LIMITED B, jSweshBMenon
ARYADEEP COMPLEX PRIVATE
99 | 210010874}IS0 at BSE-ARYADEEP COMPLEX PRIVATE LIMITED AAKCAL3TBE  |UMITED b Suresh B Menen
100 | 210010058{150 at BSE-ASAN STEELS PRIVATE LIMITED AAHCARGI7P | ASAN STEELS PRIVATE LIMITED 5 Suresh B Menon
ASANSOL FOLYFARS PRIVATE
101 | 210008661150 at BSE-ASANSOL POLYFARS PRIVATE LIMITED AAECADISAG  [LIMITED El |Suresh B Menon
102 210013739{150 at BSE-ASHA AQARWAL ACVPASS245 ASHA AGARWAL 2 Suresh B Menon
103 210015410 (150 at BSE-ASHA AGARWAL AFOPAOISEC  [ASHA AGARWAL 3 Suresh B Menon
104 | 210015265|1S0 at BSE-ASHA AGRAWAL AFIPA2658B ASHA AGRAWAL 3 Suresh B Menon
105 210014404 (IS0 at BSE-ASHA DIDWANIA ADSPDES0B7D ASHA DIDWANIA 3 Suresh B Menoh
106 | 210016170150 at BSE-ASHA GUPTA AHWPE24454  1ASHA GUPTA 3 |suresh B Menon
107 210012651150 at BSE-ASHA JAIN ABAPJOD4BS ASHA JAIN 2+ Isumh B Menon
108 | 210013825]ISO at BSE-ASHA JAIN ACIPIZOE6N _|ASHA JAIN 3 _____{_s!mh Mengn
108 | 210018593]150 at BSE-ASHA JAIN = ACRPITIA2H  [ASHA DN 2 Suresh 8 Menan
110 | 210014354150 at BSE-ASHA JAIN ADQOPJISEOA  [ASHA JAIN . 3 Suresh B Menen
111 | 210013793|1SC =t BSE-ASHA JHA ACWPIGBSEQ,  |ASHA JHA 3 Syresh B penon
112 | 210015718[1SO ot BSE-ASHA RAN . IAGCPRIGAOF ASHA RANI - 1 3 Suresh B Menon |
113 | 210013261[150 a1 BSE-ASHA VIJAY ACGPVETADN _{ASHA VIJAY 3 Suresh B Meaon |
114 230014270{150 at BSE-ASHA DEVI DUGAR ADNPD17378  JASHA DEVI DUGAR k) ISuresh B Mencn
L.A1s 210012474 | 150 at BSE-ASHA DEVI LAKKAR AAWPL12BEB  JASHA DEVI LAKKAR 3 __{Suresh B Menon ]
115 | 210017864)150 at BSE-ASHA DEW| SULTANIA AWDPSE484M | ASHA DEVI SULTANIA 3 suresh 8 Menon
[ 117 | 210015176[150 at BSE-ASHAKEDIA _ AFDPKOB34)  [ASHA KEDIA % Suresh B Meran
ASHA TRADECOM PRIVATE
| 118 | 210007284|150 ot BSE-ASHA TRADECOM PRIVATE LIMITED AMCCA3§31Q_ |UMITED : Suresh B Menon
ASHABEN BHUPENDRAKUMAR
110 | 210013603}1S0 at BSE-ASHABEN BHUPENDRAKUMAR PATEL ACRPPISOSC___[PATEL = - g suresh B Manan
10 at BSE-ASHDIL SALES PROMOTION PRIVATE ASHDIL SALES PROMOTION
120 | 21000799 LIMITED . .. |AADCABASIC  |PRIVATE LIMITED i SureshB Menon |
121 | 210007280{150 at BSE-ASHIANA PROPERTIES PVT LTD AACCA2514) | ASHIANAPROPERTIESPVTLTD 3 3 |suresh B Menon
ASHIRWAD TIE UP PRIVATE
122 | 230009636150 at BSE-ASHIRWAD Y1 UP PRIVATE LIMITED __ _ |AAGCALSOTR WMITED .. 3 Suresh B Menon
125 | 210010954]ISO st BSE-ASHIS DAS & SONS {HUF) JAAKIATIIOC |ASHISDASEBSONSHUR 3 ¢ |suresh B Menon
324 | 210016117{I50 at BSE-ASHISH BANSAL E AHPPBO224P_ |ASHISH BANSAL L _lsuresrBMenon
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a.sesnmdmalmovarofm. 7.204 orores.

5. identification of Reversal Trade { Non Genulne trades and Reversal Trade
Quantity / Artificial yolums - Reversel trades have been olassified as those trades in
anmwmmslubworsoﬂpodﬂommnmmmmmwlor
buyposllonsunthmeeam'eomwpmtydmmm“mndly. For the saka af clarity, 8
2 ta mhasilietad fla. -i-lnlL14NOV100.oocEW2') and all trades that were,
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18412014{Fnanci;  {Kanan Khanik {revtzasina s izaaag 1380 as00d| sszodf

r—— ——— et

15 [1912014]Fiancisl  [<Bnen Khanix {12:1040.890r2:14:01.70] 12:1 1100

1T Y TN T %
Winentionsd ar ‘of the ob iofs made from the above ta L
a. In totel 7 tradés were ‘executed in the contract *HDIL14NOV100.00CEW2" during
the I.P. Out of 7 trades, Samarth Financlal Services placed a buy order of 98,000
units of Put Option of contract "HDIL14NOV100.00CEW2* on 13/11/2014 gt
12:11:41 pm. This buy. oidet got matched with pending 2 sell orders of Kanan
KhanlkShahlnmesanmooliractforatofa!ofﬁﬁ.omunlﬁ.mlsmmtedlnz
trades with {otal trade.quantity of 96,000 units and trade value of Rs. 1,12,800,

b. Thereafter, on the eame day, about 2 minutes later, Samarth Financlal Services
placed a sell order of 92,000 unlts 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 totsl
frade quantity of 82,000 units and trade vajue of Rs. 4,600,

c. The remalning 3 trades In this contract during the' |.P. were exscuted between
differant set of entities and were not reversed by them.

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

©. The entity wige contribution to number of non genuine trades and.artifictal volume
in the above contract Is shown balow:
m#-mwﬁwmpmﬁnﬁﬁnwwmmnmmmm the:contract

iriiheisd

From Table 3 1 Io o : Fades & S, No- 4 105 e contlini: a5 o
genuine trades, Further, out of 4 non gen es, Samarth Financlal Services
was involved In:all such 4 trades (by appearing as buyer in 2 trades and as soller
In 2 traides). Henos, it is concluded that Samarth Financlal Services was Invoived
<. N4 non genuine: rades -and gensrated artificial volume of 1,684,000 through
oy reversa! trades. Simllarly, Kanan Khanlk Shah was afso invoived in 4 non genuine

L SN :”l'.z!.—! L

RENEARREREGvINies of carteln writiiie: LR BN Siock Dolans
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rrades and generated artificlal voiume of 1,84,000 through reversal tradee. Hence,
the sforementioned two entities have violated Regulations 3(a), (b), (o). (d), 4(1).
4(2)a) of SEBI Prohibition of Fraudulent and Unfair Trade Practices relating to

Securities Market) Regulations), 2003.

6. Analysis of Reversal trades / Non genuine Trades during the LP. - The modus
operand| that was identified In the Interim order and Confirmatory order was that certain

entities had continuously made profits and gertain entities had continuously made
josses by revers! ‘ ruadesorexswﬁmrevemltrad'es in various Individual Stock
|

during the L.P. Totel number of contracts during the 1.P. was 23885 contracts. The

detalls of trading in such 23885 contracts are shown in table below: :

[Number of entitiva Involved In sxeeiind o2 qonuinetrades Lo 42y

~Erom the above table, the fo owing 16 observed: o '
Out of total trades that were executed in BSE's Stock Optlons segment during the
\.P., 81.38% trades were Non genulne trades.

i) Total ariificiel volume generated though such Non genuine trades was 54.88% of
total traded volume in BSE's Stock Options gegment dusing the P,

fl) Out of 21,852 entities that had traded in BSE's Stock Options segment during the
1.P., 14,720 entities were involved in execuling such Non genuine trades.

7. Contract wise analysls of trade data during the L.P.- Total number of unique
contracts that were traded during the LP. inwere 23885 contracts. It may be noted that
trading In one contrect may Orf may not impact trading in another contract since
contracts are unique in terms of underlying stock, sirtke price, axpiry date etc. Further,
out of 23,885 contracts, there would be certaln coniracts in which the number of trades
would be minimal (as the total trades across ali contracts during |.P. were 3,58,372),
Hence, analysing trading In each contract separately would not be feasible. Therefore,
the contracts are first classified based on the number of trades executed In each
contract and then the analysis of separate categories of contracts is done. The
contracts ere categorised based on the number of frades In each contract as ehown




. ' SECURITIES AND EXCHANGE BOARD OF INDIA _ ~ Gorifidentis!
o W“ T s e R R S e o

: W =]
e e
e e 3,00, L, 2 P
— -, LAl L - 3
1N L T aY
FIE .
atas o o

From the above table, it ie observed that maximum trading in terms of turnover had
happened in contracts in whilch the.number of trades are less than 10 trades in each
contract. It is evident from the fact that out of total trading turnover of Rs. 7204 crore
(approx.) in BSE's Stock Options segment during the L.P., Rs. 3483 crore (48.49% of
total market) was contributed by confracis In which the number of trades was between
1-10 trades each. The fotal number of such contracts was 19801 contracts out of total
23886 contracts In which trading happened during the I.P. )

The aforementioned classification of contracts was further claselfied into 2 brosd

1) Group A Contracts - Includes all such contracts in which number of trades was
more than 100 trades during the I.P. (i.e. contracis shown at S. No. 1 to 3 in above
table). Sihce the number of trades in each of thess contracts Is more and
consequenily the number of entifles trading in each of such contracts was also
more. Hance, trades happened in these contracte were analysed In detall to
identify any manipulative pattern.

i) Group B Contracts - Includes all such conftracts In which number of trades was
equal to or less than 100 trades during the L.P. (i.e. contracts shown al 8. No. 4
9 in above table). In Group B Contracts, the number of trades happened was very
less and consequantly the entities irading In each of such contract was also jess.
In such a scenario, there 1s.high poseiblity that the buy / sefl orders placed by one
entity get matched with the same entity or with a few entities only who had traded
In such contracts. Hencs, the percentage of artificial volume through reversal /
non-genuine trades o total trading volume would be very high. However, this:may
not be called as manipulation as the number of entiies trading in each of such
condracts would be very few and the reversal trades are bound to happen in such
scenatio. Further, in Group B contracts, the chances of repetition of any
manipulative patiern (in terms of reversal / circular trades) by any particular entity
In a particular contract are aleo limitéd as the total number of ttades 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 fo all such contracts in which number of trades was more than 100 trades
during the I.P. The number of such contraots during the |.P, was 148 contracts. The
detalls of trading in such 148 contracts Is shown in table below:

ponIGoneacss.. . . . F.
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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 non genuine trades was also 98.97% of total trading volume In such
contracts.

i) In calegory of contracts with rades between 101-1000, the number of non
genuine trades executed was 96.70%, however, the artificial volume generated
through such trades was 40.17% total merket trading volume in such contracts.

#i) On an overall basls, the number of non genuine trades during the L.P. in oconiracts
with more then 100 trades each (Group A coniracts) was 98.28% of total number
of trades In such contracts which signifies that these contracts were used by the
entities for only reversing thelr traneactions.

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

7.2. Analysls of trades in Group B Contracts - As mentioned at Para 7, Group B
contracts refars to all such contracts In which number of trades was squal o or less
than 100 trades during the 1.P. The number of such contracts during the LP. was
23730 contracts. The detalis of frading in such 23739 contracs I shown In table
_Tabje 8 - Datalls of tradiig In Grougl:B contraces o
PO

{Total Nomber.of eniltie

Ly 1 ' s . -
7 8L T o P P Y W R Y C A N g g T SE % S
ey R h .

‘Ho total merket volums
[Rambe; of endiles Involed (s ioi eghing 3
e ove tablo. the Tollowing s observed: e
I) Percentage of non genuine trades was 59.12% of fotal trades that were executed
in Group B contracts during the 1.P.
i) Adlficlal volume generated though such non genuine trades was 54.85% of totel
traded volume in Group B contracts during the L.P.
N A of 04 EOR antitioe that had traded in Group B contracts during the |.P., 14,676

—m wpa
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'7.3.Enlltles invoived In meuﬂng non genuine trades across tll comrm As
mentioned at Table 5 of the feport, It Is observed that 14,720 entities were induilged in
execuling non genuina trades during the .P. A summary of non genuine trades
exeunsdbytcpmenﬂﬁasdmtmw Isglvonlntablabeloww

_u:**r* 1 grﬁs-“* L

“ ¥io ' . N = p TN m
mcullrgg non genulno imdes that oonlrlbutsd 4.09%to Mal number of trudes
execufed In BSE's Stock Options segment during the I.P. Further, the
conitribution of top 10 éntities to artificlal volume generated through non genuine
frades was 9.76% to total market volume during the L.P. It was aiso observed
that all the eforementioned 10 entifies were part of those 59 entities agsinst
which directions were lssuad In the Interim order dated August 20, 2015.
Apart from the individual contribution of entities to market volume through rion
genuine trades, the contribution of various unique pairs of entitles was. also
analysed. Here, Unigue Palr of entitles refers to -any 2 entities who had
engaged In reversal of trades among themselves. Coritribution of Top 10 such
pairs of entities who have contributed meximum to arfificlal volume by reversing
their gmw.aetlms across all contracts in the market during the |.P. are shown
table

‘nﬂaﬂl Aﬁﬂdﬂvdmwmﬂdbyhpfﬂpﬂrufmmmlnmﬂmﬂm

From the above ttble. it la observod {hat top 10 unique palr of entities have
together contributed 1.70% to market volume. and none of the single- unique
pair of entities have. contﬂbuled more than 0.34% to total market volume. On

IVYID-8/2016-17/73
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analysing complets trade data of all contracts during the 1.P., it is observed that
there were 22660 diffrent pairs of entities who have contributed 54.68% to
total market volume through non ge‘nulm trades.

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

Pera7.1,7.2 and 7.3:

) Ttapuqentqgaofmngandnehdeeaxecutodtbtohlnumboroftndaswas
hfﬁhorhGroupAeontrach(Bﬂ.ao%oftotaltrades)ﬁianInGmumem
{58.32% of total trades).

i) The artificial volume generated through non genvine trades was almost same for
butheqtegoﬂesofmntrads(eroup.\oonmts-ﬁ.m and Group B contracts -
54.65%).

") Trades of all entities across all contracts are analysed and it is observed thet the
wpmsturﬂquepalroHewﬂasmmaoontﬂbuhdﬁarﬁﬂelal volume had
contributed 0.34% o total market volume and top 10 pair of entities, contributed
1.70% to market volume by executing reversal trades. Hence, no concentration is
:mnmanmmdﬂcmderﬂﬂamhadmrMbMdbMVdm
through reversal frades. However, a large number of entities (total 14720 entities)
were engaged In generation of artificlal volume by executing reversal tradee. |

in view thereof, it is concluded that majority of the volume that wae generated in

BSE's Stock Options segment during the 1P, was artificial volume. A total of 14720

entities were involved in executing non genuine trades thereby violating Regulations

3{e), {b), (c), (d). 4(1), 4(2)(a) of SEBI Prohibition of Fraudulent and Unfalr Trade

Practices relating to Securities Market) Reguletions), 2003.
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