Securities and Exchange

Board of India
By Speed Post A.D./Email
ADJUDICATING OFFICER
Outward No. 404 & | /2022
11 /0812022

GALAXY MERCANTILES PRIVATE LIMITED
PAN: AABCG2552M

41. B.B. GANGULY STREET, ROOM NO
6A 6TH FLOOR KOLKATA KOLKATA
WEST BENGAL 700012

Email Address: nitinsureka@hotmail.com
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PART - A

1 Securities and Exchange Board of India (SEBI) has initiated Adjudication
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Proceedings against you (Noticee), under SEBI (Procedure for Holding inquiry

§ 5’ _i and Imposing Penalties) Rules, 1995 (Adjudication Rules) for allegedly
1,' i f;;,ﬂ 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
ﬁ options at Bombay Stock Exchange Ltd. (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).
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3. Pursuantto investigation, it was observed that during the investigation period, there

4.

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 16HA of the SEBI Act is liable to be imposed.
Copy of communication appointing undersigned as Adjudicating Officer is placed
at Annexure 2.

Ali 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,PandZ respectively
of the Reversal Trade Data placed at Annexure 3. Additionally, a summary of
your reversal trades in the Stock Options contracts executed during the
investigation period is placed at Annexure 4.

In view of the above, it is alleged that the Noticee herein, by indulging in
execution of non-genuine reversal trades in Stock Options, created false and
misleading appearance of trading in securities market and thereby, violated
provisions of Regulation 3(a),(b).(c).(d), 4(1), 4(2)(a) of PFUTP Regulations.
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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 unfajr trade practices.

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

(Emphasis Supplied)

PART -B
8.  Meanwhile, SEBI has framed the 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 SEBI:

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

In compliance with the above directions of the Hon'ble Securities Appellate
Tribunal, SEBI has introduced & onetime settlement scheme called the SEBI
Settlement Scheme, 2022, in terms of Regulation 26 of the Securities and
Exchange Board of India (Settlement Proceedings) Regulations, 2018 in the

matter of liliquid Stock Options. The said scheme proposes payment of

@A. Settlement Amount as per the details given below:
S No _ | Number of Contracts* Settlement Amount (Rs.)
1 1-5 1,00,000/-
2 6-50 2,00,000/-
3 51 and above ,00,000/- base amount + 10,000 per
contract

* You may refer 1o the relevant Annexure/table of the SCN which contains 3 summary of the contracits you
entered to determine the applicable slab for settlernent.
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10. The period of the SEBI Settlement Scheme, 2022 will commence on August 22,
2022 and will close on November 21, 2022, so as to provide an opportunity for
settlement to the entities who have executed reversal trades in the stock options
segment of BSE during the period April 01, 2014 to September 30, 201 5, 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 availabie on the website of SEB! |i.e.

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

11.  Necessary application for settlement may be filed within the validity period of the
scheme and payment of the settlement amount shall be made online.
Additionally, for any clarification in regard to settlement scheme, you may refer

to the FAQs at SEB| website or send email to scheme2022@sebi.gov.in .

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

Notice. dk\‘:', T eI
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(Deeptl Agrawaf)
ADJUDICATING OFFICER

Enclosures: 1) Annexure 1 - Relevant Extract of Investigation Report
2) Annexure 2 - Copy of the communication appointing the
Adjudicating Officer
3) Annexure 3 - Details of all the reversal trades of the Noticee
4) Annexure 4 - Summary of reversal trades of the Noticee
5} Annexure 5 - Copy of SAT judgment dated May 13, 2022



Annexv re-
' - 5y

SECURITIES AND EXCHANGE BOARD OF INDIA Confidantial
Investigation in the matter of trading activities of cartain entities In iliquid Stock 8 (02 case)

L. An Interim order dated August 20, 2015 (hereinafter referred to ag “Interim ord

restralning 59 entities from buying, selling or dealing in the sscuritjes markels, either
directly or indirectly, In any manner, tlll further directions, Confirmatory orders- dated
July 30, 2016, August 22, 2016 and August 24, 2016 (hereinafier refarred to as
“Confirmatory order”) (placed at Alﬁl,xu're 2) in this regard, were passed by SEBI
confirming the directions issued vide aforementioned Inteim order apainst ell 59
entities.

l.  After passing of Interim order, ISD forwarded the matter to IVD for necessary action.
. Subsequsnt o passing of aforementioned Interim order agalnsi 50 entities, SEB| also

was set aside by Hon'ble SAT vide its. orders dated February 25, 2016, March 04,
2016, March 09, 2018, March 14, 2018, Maroh 16, 2018, March 18, 2018 and April 05,
; 2016 (placed at Annexure 4). Thereafter, SEB| challenged the aforesald Hon'bls SAT
) order In the Hom'ble Supremé Cairrt and Hon'ble Supreme Court vide its order dated
July 01, 2016 (placed Annexure §) directed SEB| to pass another order after
earing the concerned 88 and aleo directsd that i SEBI deoides the case

pending before K, the order passed by SAT shall remain operative. -

that a final view for apprapriate action should be teken afier completion of ongoing
Investigation in the matter. is matier Is being dealt separatsly In "investigation In the
matier of certeln Trading Members in Nliquid Stock Options®. The present report dealsg
with the trading activities of cartain entities in iquid Stock Optione.

| V. Pursuant to Investigation by IVD, the following Is noted:
J ) The volume in the BSE's Stock Optlons segment increasad significarily during the

) During investigation, i ie observed thet majority of the volume that was genersted in
BSE's Stock Options segment during the I.P. was artificial volume that was generated
by lerge scale execution of reversal trades / non-genuing frades {54.68% of total

st of entities, This executing of reversal frades was a market wide phe_no%amn that
f existed in BSE's Stock Options segment during the I.P, (Page 7-13) _
4 il) The aforementioned execulion of reversal trades on & large scele wee noticed by
" SEBI's survelllance system and an Inferim order dated August 20, 2015 was
s I againet 59 top entities thai had contributed to artificlal 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 18, 201

HVINRE OF Corialn antitie: rEaug Stock Dotio 2.
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fntroduced the system of Reversel Trade Prevention check in BSE's Stock Optlons
segment with effect from March 14, 2016. During the same time, trading in BSE's
Stock Options segment declined and reduced to nil during 2046-17. {Page 14-16)

v) BSE falled 10 identify the reversal trades that wers axecuted in He Stock Optione
segment during the LP. &nd the market integrity in BSE's Stock Options segment was
breached. It is noted that BSE took the corrective measures only giter SEB! observed
the Ireguler trading pattern and passed Interim orders restraining several entities and
treding members from accessing the gecurities markets. (Pege 13-16). \/

' \i. Based on the findinge of investigation, recommended actions are ae foliowe:

i} The generation of ertificial volume In BEE's Stock Options segment during the I.P. by
execution of reversel frades was a market wide phienomenon and not restricted to any
gpacific contract / entity. Eurther, the corrective actions to address the same have also
peen taken by the exchange. Hence, directions Issued ws 11(1), 11(4) and 11B of
SEBI Acl, 1992 against 58 entities vide interim order dated August 20, 2015 and
Confirmatory orders dated July 30, 2016, August 22, 2016 and Augusi 24, 2016 mey
be revoked.

ii) The matter may be referred fo SEBlV's Market Regulation Department (MRD) to
exemine the fallure of BEE In ensuring market integrity In fte Stock Options segment
and to idenitfy any possible pclioy changes to prevent such similar kind of trading
pattemn (contribution to volumes through reversal trades / non-genuine trades) to oocur
on the exchange pletform.

The detalis of the Investigation &re glven below:

round of the + As @ part of ongoing eurveiliance, SEBI came across several
instances / internal alerts wherein & set of entities were consistently making loss by their
trading in optione on individua! stocks which are tisted on the BSE. Trading of these
entiiies appeared abnormal because they were consistently seen making significant
lose by thelr trades which were reversed with the same counterparties either on the
game day or the next day. On analysis of the stock optione segment of BSE for the
period April 1, 2014 10 March 31, 2015, it was observed thet there were several entlties
who consistently made significant joss and others who consistently made significant
profit by executing reversal trades in stock options on the BSE. The entities that made &
joss or profit of more than Rs. § crore in the stock option segment on account of
reversal transactions were shorllisted for fusther examination. The following was, inter
glla, observed by ISD in the axamination:

{) 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.

i} On majority.of occaslons, the quantity of stock options bought and sold by the loss-

o meking entities for a contract wae identical, however, there was & significant
a7 TN difference in the sell velue and buy velue of the transactions resulting into significant

o \\\‘ . Joss to the loss-making entities.
5 ) Substantial number of transactions was squared up and @ malor percentege of
L transactions thereof were trade reversale Le. i the stock options were sold first o an
entity, they would be bought back In exact quantity from the same entity or vice-

versa,

tv) As the first leg of these reversal trades, these loss-meking entities were mainly seen
selling stock options without any corresponding offsetiing position in the underiying

@ — ecrip. In many cases, these options were sold &t unreasonably ww prices.

IVD/ID-8/2016-17/73
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vi) In certaln instances, variations fo the above patlern were seen which inter-alia
included joss-making entities fncuring loss by buying the options first instead of
selling them.

vii) Further, during the period.when stock optione position wae kept open, there was no
significant changs In the price of the underlying scrip 1o justify the difference
bstweenthepﬂoesofﬂmehvolegsoftherevmamade.

villJThe trading done by loss-making entities in stock options In the above manner,
accounted for significant proportion of thelr overall trading on that segment.

Ix) The loss-making entities as well as the profit-making entitiss were seen trading
repeatedly in deep in4he-money options and deep out-of-the-money optioris on
Individual stocks, which were thinly traded.

x) Majority of the profit-making entities had opened spegcific accounts for exclusively
canrying out susplcious transactions In stock options.

Subsequent fo passing of aforementioned Interim order against 59 entities, SEB! aleo
passed an interim order dated February 17, 2018 against 22 trading members in the
same matter of llliquid Stock Options. However, the said order wes set aside by Hon'ble
SAT vide lis orders dated February 25, 2016, Maich 04, 2018, March 08, 2018, March
14, 2016, March 15, 2016, March 18, 2016 and April 05, 2016. Hon'ble SAT made the
following key observations in its aforementioned orders while setting aside SEBI Interim
order dated February 17, 2016:

i) Asper Table-2 set out in the impugned order, in all 12684 clients had traded through

22 gtock brokers during the period from 01 04.2014 till 30.08.2015 and out of 12584
cllents, 11228 clients of the 22 stockbrokere did reversal trades in the stock options
sapment whereby abnormal trading profit has been caused fo one set of clients and
abnormal loss has been caused to another set of clients. If 11228 clients of 22 stook
brokers have indulged In abnormal trades which are detrimental to the Inferests of
the securities market then the WTM of SEBI ought fo have passed restraint order
against those clients first and then Proceed against the siock brokere to find out as
to whather they were partles to the objectional trades carrisd out by the clients.

il) i SEBI finds it difficult to take action against 11228 clients who are alleged to have
induiged In non-genuine trades without carrying out further investigation, then, by
applying the same yard stick, SEB! could not have passed ex-parie order against the
stock brokers when the Investigation is atill In progress.

il) ¥ the prima facie view Ie that the trades of the 11228 clients were not genuine, then
to take action egainst 22 stock brokers but not against the 11228 clients emounts to
applying double standard l.e. one standard for the stock brokers and another
standard for clients, which Is not proper.

SEBI chellenged 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
enother order afler hearing the concerned entities and also directed tat fill SEB]
decides the case pending before It, the order passed by SAT shall remain operative.

Thevresfter, SEBI passed another order dated August 12, 2018 In the matter of trading
members In illlquld Stock Options whereln |t was mentioned that reversal tran

4
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have diminished on BSE Stock Options segment pursuant fo regulatory interventions
and BSE had taken various corrective measures including discontinuation of weekly
stock options contracts and introduction of Reversal Trade Prevention Check gsystem for
the equity derivatives segment. In the said order, no interim directions were issved
ageinst the 22 trading members and it wes mentioned thet a final view for appropriate
action should be taken afler completion of ongoing investigetion in the matter. This
matier is being dealt separately in “Investigation in the matter of certaln Trading
Wembers in Hiiquid Stock Optione®. The preseni repor deals with the trading aclivities of
certaln entities in lliquid Stock Options.

2. Focus and Perod of the Investigation: The focus of the investigation was to ascertain

the whether any of the siispected entities have viclated the provisions of SEBI (PFUTP)
Regulations, 2003 during the peried April 01, 2014 to March 31, 2015.
However, SEB! in Its Interim order dated August 20, 2015 in the matter of lilkquid Stock
Oplions recorded the following: "The investigation shall also cover the examination of any
other entity executing similar fictiious trades in the stock options segmen. " Further, SEBI in
ite Confirmatory order dated August 22, 2016 In the matter of Miquid Stock Options
recorded the following: "The fact that certain entities have been lgfi 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 fosus of the investigation is taken as "o asceriain whether any of
the entities have viclated the provisions of SEBI (PFUTF) Regulations, 2003".

The petiod of examination as taken In interim order was April 01, 2014 fo March 31,
2015. Further, SEBI In its Interim order dated February 17, 2016 In respecl of Trading
Members in the matier of liquid Stock Options had exiended 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 Hliquid Stock Opticns are related, the period of Investigation for this
report Is taken as April 04, 2014 to September 30, 2015 (hereinafter referred to 85
"Investigation Perlod™ or "{.P.")

Further, wherever necessary, reference has been mede [0 period outside the
investigation period.

3. [dentification of Entities: in tha Interim order, the following 58 entities weré identified:

_Table 1- List of entifies agalnst whom actions were taken In the Interim Order
~___ Lose making Entities . , Profit making Entities .
S o, [Entity Name Erfity PAN | {Entity Name Entity PAN
T | Adereh Credh Go Op Gogisty Limiled _|AAAJAD20BJ |36 1N M impex PyL LS. —_|AABCNOBAIM
5 [riddisidahl Bulions [imfied _____ |AAACRG7T27L |36 |Vision Sponge Iron Pvt Lid. AABCVATOIR |
3 ral Jeyanilial Patel AAAPPOBSIR |37 | Unwano Nemsni ' ABOPN721

4 _|Qu o “[AARFQ3174B |38 [Vep Usyog PvL LA AABCVE3188 |

6 _{Gajanan Enters AAKEG7SS5A |30 |Bhir Commodities & Futires (P) Lid. JARACUTG02)
& [Kundan Rice Mille Limited AAACKTO0BBP 140 _|Jal Annanyy Pvi Lid. _|AABCGOTEBR |

7__|JB Oversaes AAIFJ8851J |41 _|Sureshine Vintrade Pvilid AALCS1804K

Raphay Commodilies — {AARFR1409D 142 " Mofisons C Pyl 0, 184M

2 iy and Retulls Privats Limited AABCW1644A |43 | Evergrowing Yron & Finvest Pyt Lid. {AAACE1287C
o To, [4digeep Halwasiya ARWPH1706L |44 |Rabanshi Trading AQEPRO7500
g Gare Prodiuck Limisd __ |AACCKAT43R |45 |Tredstulls Ectarpribe Pyl il __|AAECT2124h

3 Mining Corporaticn AAGFADIBTQ |48 |Aviil Sehe ' DCIP§38130
%, s lestwias Mines & Metals Pvi Ltd [ARHGM1276E |47 _[Ketan Remanlal Shah Huf AACHKET24K
g W | Afantnath Vincbm Private Limfled AAKCA2146A 148 |Siéel Crackers Pvt, Lid, — |AADCSE663F
15-fPesha Finance Pvi Ltd AAACPE316F_|4€ |Prims Gold International Ltd, AACCKS766F

Goms & Joweliers Privele Limied |AAFCASB67D |50 |Re) Ratan Smeliers Pvi Ltd AADCRBBBIN
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_f Entity Name

Entity PAN

Entity Narmne Entity PAN

{Skeet Comsec Tra

Sourabh H Bora ADIPB7893R

3

dng Lip

ACBFE58068
ACXPDBOSER

AADEC1272A

_|Vinay Ramanis| Shah Huf

Ashok Kumar Damani

AABHVOODTP

Edm'naﬂsemm._m.
Mammon Concast Pvt. Lid,

2Blsln|3E ™

AAECS4024R

Bhawani Fervous Pvi Lyl

. | Swaran Financis! Private Limited

BSUPS7338IK

Stea! Pvi L3

nises Kol

AANFEGD02C

[Panem Btoal Pyt Lid

AGBPKOB40F
AACCHI017C

Despak Natvards! Pankhivani Huf
Kirli Ramji Kothari

R EREREHD

AAAFRI0ZBK

[Reshi Commersiz! Company
Nidhi -

“{Umiesh Matani

Rkash KEalg ™

335141P

§ And

vis Pvi (W
Bigs Private Lipiad
-Shtvices P Lid.

11

T

AADCNITTAA
AAADE .

R E RN

43F -
91

GumeetBingh -~ - : ,
In the above table, entities appearing at
meking entities” i.e. those entities that h
execuling reversal fransactions in BSE's
01, 2014 to March 31, 2015. Further,

S. No. 1 to 34 were categorised as "Loss

ad made a loss of Rs. 5 crore or more by
stock options segment during the period April
entities appearing at 8. No. 36 to 58 were

categorised as "Profit making entities" i.e. those entities that had made a profif of Rs. 5
crore or more by executing reversal transactions in BSE's stock options segment during
the pesiod April 01, 2014 to March 31, 2015.

However, as mentioned at Para 2,
Investigetion covers the entire trad
during the 1.P. This includes the trade anelysis of all entities

in light of the directions in the Interim order, thie
ing happened in BSE's

Stock Options segment
that have traded in BSE's

Stock Options segment during the 1.P. (including the sforementioned 59 entitles).

Trading in BSE's Stock Options segment during the Investigation Perlod -

Trade dala of BSE's Sfock Options
(placed at Annexure 7) and the fol}

Tamz-mamwass'mggmmtdmmm
Yatel No. of unkjue conkacts tradsd during the I.P.
Fotal No, of helf.. .

segment during the |.P. was obtalned from BSE
owing is observed:

28838

{21

1151 571

a'bove table,
Stock Optlons segment in 23,885 different contracts with number of trades being
3,58,372 and total turnover of Rs. 7,204 crores. _

From the

contract is shortiisied (i.e.

Mam-quu&mwﬁrwmmmm

. ldentification of Reversal Trade / Non
Quantity / Arttficial volume - Reversal trades
which an entity reverses Iits bu
buy positions with the eame ‘count

.6. "HDIL14NOV100.00CEW2") and &ll frades that were
executed in this contract during the 1P, Is shown below: : P o

iRs. 7204 84,709,847

_|Rs. 237436,60,66480

trade] for all contracis

It Is observed that during the I.P., 21,652 entities traded in BSE's

Genuine trades and Reversal’ :l'ra:le
have been classified as those trades in

y or sell posilions in a contrdct with subsequerit-sell or
erparly during the same day. For the sake of olarity,

{

{
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" Table 3 - Detafls of trades exccuted iIn the contracl "HDILIANOV100.00CEW2" during the L.P.
Trade Trade
> Date lBuyer Seller .ls.;::f'“' | %‘&0""' Trade Time ::j (in]Trade -\r:l;_:e (lnl

15:21:01.94]15:24.26.78] 16:24:26.73 1.4) 120000 132000

Ramdul

1 |421122014 infraproleats
2 18172044 [ponore®® Shainl Jain 10:64:35.77{ 10:54:41.95 10:54:41.95) 125 400000| 500000
3 [rarrzota[Aemetvesyy san | 10:5428.05)10:54:41.95) 1544108 04 4000 400

‘ Samarth : . '
4 |1er1/2014|Finenciar  (Karenihenk 1454 1:42 43f12:19:41.20] 12:14:41.70) 115| 48000) 56200

First Financia!
Setvices Ltd

i Samarth
5 113/11/2014 {Financial
Sarvices

Kanan  |Samerth Financia) DY T
6 |tor112014 (o o1 i IBardoes 12:1327.35[12:18:30.70) 12:13:30.78|  0.05| 48000) 2400

Kanan Samarih Financial | .,  PUNPPPUE PSR I
7 19112004 [ 0P S !m 12:1327.38(12:1338.37) 12:1330.7) 005 44000| 2200

TOTAL _ 7,12,000| 7,409,800
Below mentioned are same of the observations made from the above table:

g. In total 7 trades were executed in the contraci "HDIL 14NOV100.00CEW2" during
the 1.P. Out of 7 trades, Samarth Flnancial Services piaced a buy order of 86,000
units of Put Option of confract "HDIL14NOV100,00CEW2" on 13/11/2014 at
12:11:41 pm. This buy order got maftched with pending 2 sell orders of Kenan
Khanik Shah in the same contract for a totel of 86,000 units. This resylied In 2
trades with total trade quantity of 96,000 units and trade value of Re. 1,12,800.

b. Theresfter, on the same day, about 2 minutes later, Samerth 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 Khanlk Sheh in
the same contract for a tolal of same units. This resulted in 2 trades with total
{rade quantity of 92,000 units and trade value of Rs. 4,600,

¢. The remaining 3 trades In thls contract during the LP. were executed belween
different sst of entities and were not reversed by them.

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

e. The entity wise contribution to number of non genuine trades and ertificial volume
in the above contract is shown below:

Teble 4 - Entity wise contribution tc non.genuine trades end artific/al volums in the contract
"HDIL14NOV100.00CEW2Z" curing the 1P. ____ L
Kriffictal Number 1% of artificia! volume (% of number of

ﬁ"; ' Entity Name volume of Non |generzted through non non genulne

through non  genuine [genuine trades to total (trades to total
|genuine trades |trades  Imarket volume market trades

PR 1__|Samarth Financial Services 1,84,000} 4 26,84% 57.14%
Iy 2 |Kanan Khanlk Shah " 1,84,000] 4 25,64% 57.14%
A Totsl Non genuine tradey 1,84,000] 4 _ 25.84%  BT.14%
TN ;}'; From Table 3, ft is observed that trades at S. No. 4 1o 7 are considered as non

KonanKhank 1 12:1040.69]12:11:41.70] 12:11:41.70 12' aB0DD| 67600

genuine 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
R in 2 trades). Hence, il is concluded that Samarth Financial Services was Involved
W in 4 non genuine trades and generated artificiel volume of 1,84,000 through
Aoy, reversal rades. Similatly, Kanan Khanlk Sheh was also involved In 4 non genuine
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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

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

operandl that was identified In the Interim order and Confirmatory order was thet certaln
entities had continuouely made profite and certain entities had continuously made
losees by reversing thelr trades or executing reversal trades in various individual Stock
Options contracts on BSE's Stock Optlons segrnent. In the Interim order, these reversal
trades were also referred to as "non-genuine trades*

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 L.P. was 23885 contracts. The

detalls of trading in such 23885 contracts are shown In table below: :
Table 5 - Detalls of trading In sli contracts of BSE' Stock Options segment during the 1.P.

Particutars - AL
Qﬂhr_ofmm . ] 23 885
Total Number of entifies” ™~ . 21,652
Tumover (in Rs.}" ’ ' Rs. 7,204.65 crores
Tratied Quanitity ' 1,510.98 crores
Numiba; of tradas ‘ o ' 3,58 372
NomE ‘ e ‘ ) : 4{-“-__2 1645
e generated through Non genuine truces 826.21 crore
an genuine trades to Fotal number of market tradss , 81.38%
[ cial volums generated through Non gentine trades 1o market volume|” 54.68%
Number of entitigs involved In executing non genuine trades . 14720

- From the ebove table, the following is obsarved:

) Out of total trades that were executed in BSE's Stock Options segment during the
LP., 81.38% trades were Non genuine trades. '

ii} Totel artificial volume generated though such Non genuine trades was 64.68% of
total fraded volums In BSE's Stock Options segment during the I.9.

fil) Out of 21,652 entities that had traded in BSE's Stock Options segmant during the

L.P., 14,720 entities were involved in executing such Non genuine trades.

. Contract wise analysis of trade data during the LP.- Total number of Unique

contracts that were traded during the L.P. In were 23885 contracts. It may be noted that
trading In one contract may or may not impact trading in another contract since
contracts are unique in terms of underlying stock, strike price, expiry date efc, Further,
out of 23,886 contracts, there would be certain contracts In which the number of frades
would be minimal (as the total trades across all contracts during |.P. were 3,68,372),
Hence, analysing trading In each contract separately would not be feasible, Therefore,
the contracts are first classified based on the number of trades execuied in each
contract and then the analysis of separate categories of contracts is dons. The
contracts ere categorised based on the number of trades In each contrect as shown
below:

Table 6 - Categories of contracts based on aumber of trades In éach contract

g, (|Classification of |Number Number | Number

No. [contracts by of _ |Turnover (in Rs.)|Traded Quantity |of of entities
" |number of trades |con ; . trades

1__[>5000trades | . 8 22.86,20 050 1,30,11,500] 52859

2 ]1001-5000 trades 56] 57,86,68,068 .3,18,05,375] 1,04,633
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g, |Clessification of |Nurmber " THumbsr | Number
N.o' contrects by of Turnover (In Rs.) {Traded Quantity (of of entifies
" |number of trades |contracts 1 trades | traded

% {104-1000 trades 82 64,10,16,313 11.21,06,780] A41,228] 554 |
4 161-100 tradse 138] _456,04,80,004 67,28,33,376! 8854 2,085
5 41-50 tredss “143]  211,87,26 388 36,60,28,000]  5,062] 1,742
§ |31-40 tredes 270] _ 421,22,08,236) 81,76,16,289] 9,433 3,300
7 |21-30 trades T28]  766,84,32,419 163,35,55458] 17,081 © 6,560
8 [11-20 tredes 2891] _1708,37,05,828 405,52,66,874] 41,828 10,286
9 11-10 trades 1908011 3493,73,87,953 730,62,84,838] 76,616 13,870
Total Market_ 28885 7204,64,70,847]  1510,96,88,571(3,58,372] 21,682

From the above table, It ie observed that meximum frading in terms of tumover had
happened In contracts in which the number of trades are less than 10 trades In each
contract. It Is evideni from the fact that out of fotel treding tumover of Rs. 7204 crore
(approx.) in BSE's Siock Options segment during the 1.P., Re. 3493 crore (48.48% of
futal market) was contributed by contracts in which the number of trades was beiween
1-10 trades sach. The fotal number of such contracls was 196801 contracts out of total
23885 contracts in which trading happened during the 1.P.

The aforementioned clessification of contracts wes’ further clessified into 2 broad
categories: ‘

i) Group A Contracts - Includes all such contracts in which number of trades was
more than 100 trades during the 1.P. (1.e. contracis shown at 8. No. 1 to 3 in above
table). Since the number of tradee In sach of these contracts is more and
consequently the number of entities trading In sach of such contracts wes also
more. Hence, trades happened in these confracts were analysed in detail to
identify any manipulative patiern.

i) Group B Contracts - Includes all such contracis in which number of trades was
equal to or lese than 100 frades during the 1.P. (1.e. contracts shown at 8. No. 4 to
g in above table). In Group B Contracts, the number of trades happened was very
less and consequently the entities frading in each of such contiact was also less.
in such a scenario, there ig high possibility that the buy / sell prders piaced by one
entity get matohed with the same entity or with a fow entities only who had traded
in such contracts. Hence, the percentage of artificlal volume through reversal /
nor-genulne trades to tofal rading volume would be very high. However, this may
not be called as manlpulation as the number of entities trading in each of such

. contracts would be very few and the reversal trades are bound fo happen in such

scenario. Further, in Group B contracts, the chances of repetition of any

Tt B, manipulative pattem (in terma of reversal / dircular trades) by any particular sntity

in e particular contract are also limiéd as the total number of trades happened in
each contract is less (less than 100 trades).

# 4. Analysis of trades in Group A Contracts - As mentioned above, Group A contracts
refere to all such contracts in which number of tredes was more then 100 trades
during the |.P. The number of such contracts during the |.P. was 146 contracts. The

W details of trading In such 146 contracts ie shown In table beiow:
____Table T - Detsils of trading in Group A contracts d the LP, _
Classificetion of contracts T I TOTAL
' »5000 1001-5000 {101-1000 |(>1D0
el trades trades frudes jfrades)
‘Number of conifracls - ' 8 56 82 148
Tote] Number of entifies 281 80 664 614
umover (in Rs.) Rs. 22.1'i Re. 57.9 Rs(;rg?t:l Rs, 11;:£§

IVD/D-8/2016-17/73



350

S‘SEBURIT!ES AND EXCHANGE EOARD OF INDIA Confidaniial
Classffication of contracts T 1 T T TToTAL
Particulars - 5000 |1001°5000 J407-1000 |(>100

— trades . {trades . [trades trades .
‘Traded Quantily 1,30,11,600] 8, 10,06,376]11.21,08, 760 16,71,13,625
Number of trades 628501 "1,04533[ " 41,226] _ 1,08,61B

Number of Non genuine trades 52,881 104484 30,864] 1,97,188
HBEH“—LFN_T' volume thréugh Non genuine trades [1,30,07,750] 3,16,94,500] 4,60,73,750] [ 8,99,76,000]
% of Non genuine trades to total number of - S ) :
iarket rodes 09.97%|  00.05% 96.70% £6.28%

% of Artilicial volume generated through Non ”-97%! 99_97%'_ 40.47% 57 .27%
= —

envine frades to toial market volume
u
trades

From the above table, the following is observed:

i) Almost all trades that had happened In category of contracts with more than 1000
trades each were non genuine trades. Further, the ariificlal volume generated
through such non genuine trades was also £0.97% of total trading volume in such
contracts.

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

i) On an overall basls, the number of non genuine trades during the I.P. In contracts
with more than 100 trades each (Group A contracts) was 88.28% of total number
of trades In such contracte which signifies that these contracts were used by the
entities for only reversing their transactions.

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

7.2, Analysis of trades in Group B Contracts - Ag mentioned at Para 7, Group B
contracts refers to all such contracts In which number of trades was equal to or less
than 100 trades during the I.P, The number of such contracts durng the L.P. was
23739 contracis. The detalls of trading in such 23739 ocontracts is shown in tsbie
balow:

Table 8 - Detalls of trading In B contrects during the L.P,.

articulars [TOTAL {<=100 trades

Number of contrecis ] 2
‘T% !Humhoégmﬂﬁn 21,526
| r{i ; s. 7,058.99 crores
T ity 1,495.25 ciorss|

e - ---‘;@-”’E 154
on genu

Artificiel vohme enﬁﬁ_ %.iro h non genuine trades 817.21 crorsa
[% of Non m#‘tﬂﬂa {o total number 5 :T!'lTk"ii trades "E9.12%

% of arfificiel volume genereted frough non penuine frades

entities ifvolved In'Non geniing pos = =0 - z'rs

to total market volume N 14_-15}3
Number of e _ invoived in non genulne frades 14,676
From the above table, the following i observed;

) Percentage of non genuine trades was 59.12% of total trades that were executed
In Group B contracts during the 1P, .

ii} Ardificial volume generated though such non genuine trades was 54.65% of tolal
fraded volume in Group B contracte during thel.P. -

fil) Out of 21,526 entities that had traded in Group B contracts during the 1.P., 14,678
entities wera involved in executing non genuine trades, .
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Entities Involved in executing non genuine trades across all contracts — As
mentioned at Teble 5 of the report, it is observed that 14,720 enlities were indulged in
executing non genuine trades during the I.P. A summary of non genuine frades
executed by top 10 entities during the 1.P. Is glven ini fable below:

Table U - Summary of non genuine tradss executed by fop 10 entities In all contracls

7.3.

T % of non

s artificisl  [of Non [Yolume generiad - [gersiing

= iEnﬁtyPAN Entity Name O Maine|through Non rades to
' [V trades genuine trades to  [total market
‘ total market volume [tradss ©

T [RAIF 36851, _1J B Oversses 70 4008 2.00 1
2 |AABCNO541M [N M impex Pvi Lid ' 245 — 6545 1B%%] 165
F'_—MDGMH Motisons Comp Ld_| 22.45,08000 330 1 0.09%
7 [ABOPN7218K [Umang_Nemani 21,85 830 & 0.25%

5 [AABCVB316G |VSP Utyog Pyt Lid 1°13,85.57, 550 076% 0.
b [AAQPSBSRIE |G Sigh 8,01.31 526 D.60% ___ 0.16%
15 >, Khemba 8.71 K 6% 0.03%

& JAABCVATOTE. [Vision Sporige ron Pvi Lid 7 00.57,400,  B44|. 058 X
9 [AAAJAG?06. [Adarsh Credt Co O Socey 1| 7,67.21572 TT053% 0.27%
10 |AAACE1267G [Eararowing fon & Flfves! 780,56,500, 268 ns2%  0O7%
Total of Top 10 enfities ) 1147, 736 14,618 ~ 9.76%! 4,08%
Feand Tolal- Al Reversal] Non genulne Trades |626,20,00,62812,61,6431 EL68%]  B1.98%

From the above table, It Is observed that iop 10 entities were invoived In
sxecuting non genulne trades that contributed 4.08% to total number of frades
execulad In BSE® Stock Options segment during the LP. Further, the
contribution of top 10 entiles to ertificial volume generated through non genuine
trades was 9.76% fo total market volume during the L.P. it was also observed
that all the aforementioned 10 entities were part of those 59 entitles against
which directions were issued In the Interim order dated August 20, 2015.

Apart from the Indlvidual contribution of entities fo marke{ volume through non
genuine trades, the contribution of various unique pairs of entities was also
analyeed. Here, Unique Pair of entities refers to any 2 entities who had
engaged in reversal of trades among themselves. Contribution of Top 10 such
pairs of entities who have contributed meximum to artificial volume by reversing
thelr transactions across all contracts in the market dusing the L.P. are shown

table below:
Table 10 — Artificial volume generated by top 70 pelr of entities during the investigation
R - Entity A Entity B
] ’:I‘J‘"";‘&,"\-\E_ Nu. N
o L*-—'A % =
r.f?ﬂ;\‘?e,"ﬁm dities Pvt. Lid.” ep Khempba’
VB Umeng Ner if Sarve i Stecls
0 F 2 S IMotsons Commodiies Pyt Lid." |Calencuéa Telediits Pyt Lid.
e A B ORI HATIC Umang Mahendra Shah
SUEN Vindus Holdings Li. "~ |Ormang Nen —
6 __|Shres Ganash Traders [Pragya Com Pvt. Ltd.*
7 : Lid. __ |Pratys Commodities Pvi. Lid.*
¥ o -
9 |GCK Siook Pyt Utd¥ 62 Gariesh 1raders 1,00
Gop n Ma 3| Pincha 1,65,53,000] ‘ 10%
otal of Top 10 palr of entities — 26,68,60,000 1.70%
Grand Totai- All Reversal / Non Gerwine Trades £26,20,60,626 54.68%
*mpnienuthmohﬂunagdmwlchdlmﬁlommbwad In Interim order deted August 20, 201
From the above table, it is observed that fop 10 unique pair of entities hava
togsther contributed 1.70% o markel volume and none of the single unique
m palr of entities have contributed more than 0.34% to total market volume. On

of cerialn entities In HEQuUIE STOCK (IDIONS
\
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analysing complete trade daia of all contracts during the L.P., it Is observed that
there were 22660 different pairs of entities who have contribuied 54.68% to
total market volume through nen genuine trades.

7.4,Concluslon on trade analysie - The foliowing are the key observations made at

Pera7.1,7.2 and 7.3:

I) The percentage of non genuine trades executed o total number of trades was
higher In Group A contracts (88.20% of (otal trades) than In Group B contracts
(58.32% of lotal trades).

if} 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 -
64.65%).

i) Tredes of all entlties across all contracts are analysed and it Is observed that the
top most unique pair of 2 entiles that have contributed to artificlal volume had
contributed 0.34% to total market volume and top 10 palr of entities. contributed
1.70% to market volume by exsouting revereal trades. Hence, no concentration is
seen between any specific st of entities who had contributed to ariificlal volume
through reversal trades. However, a large number of entities {total 14720 entities)
were éngaged in generation of artificlal volume by executing reversaf frades.

In view thereof, it is concluded that majority of the volume that was generated in
BSE's 8tock Options segment during the I.P. was artificial volume. A fotal of 14720
entities were Involved in executing non genuine trades thereby violating Regulations
¥a), (b), (c), (d), 4(1), 4(2){a) of SEB! Prohibition of Fraudulent and Unfalr Trade
Practices relating to Securities Merket) Regulations), 2008, However, this artificial
volume was not restricted between any specific set of entities. This execution of
reversal trades was a market wide phenomenon that existed in BSE's Stock Options
segment. Further, SEBI passed directions against top 59 entities vide Interim order
dated August 20, 2015, The same Is discussed at Para 8 of.the report, [t is also
observed that after paesing of aforementioned Interim order by SEBI, various
Mmeasures have been taken by the exchange to 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 a market wide phenomenon, no action Is
recommended in the matter. Hence, directions Issued ws 1.1(1), 11(4) and 11B of
SEBI Act, 1992 against 59 entities vide Interim order dated August 20, 2015 and
Confirmatory orders dated July 30, 2016, August 22, 2016 and August 24, 2016 may
be revoked,

1 3

8. Analysis of trade data of 59 entities against whom directlons were Issued In
interim order and Confirmatory order -

In the Interim order and Confirmatory order, directions were issued agalnst 59 entities,

A summary of reversal trades executed by these 59 entitles n all Stock Options

contracte during the I.P. is given in table below:
Table 11 - Summary of Non genuine trades executed by 59 entities against which dirsctions were
Issusd In Interim and Confirmatory order

A | :ﬂiﬁbe‘rof%ofuﬂnﬂalm voluma %dmr;m'
3 5. Artificial on penerated through  Igenulne
51 N, [Entity Name volume  [genuine  |Non genulng frades to to total
. trades | market volume . Imarket trades
0,70,27 4858 2.0 1.30
24,5742 5545} 18! 1.55%
22,48,06,000] 239 A% .0.09
21,854 230 A5% 0.23¢
11:555_'(:ooul 580} 0.768% 0.16%] =
_ : _ ol petas, b
oL & 00 ;1' 5 { M o 3 .:3.'- ‘
¥DAD. 3
“ '.r .
. e
TR s o
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— TNumber of %Muﬂhclalvo!ume %:fwnon
8. ) el genulne
No. [ENtity Name volume Non genuine trades to to total
ira market trades
| 6|Gurmest Sinph B.01,8%,20 0.60% 0.15%
7iGyandeep Khemka B,71,60,000 0.58%]: 0.03%
ilVision Spongs lron Pvi. Lid. 7.00,57 4 53% 0.16%
D|Adareh Credit Co Op Soclsty Limited 78721 .53% 0.2
10lEverorowing on & Finvest Pvt. Ltd, 7 0.52% 0.07%
11|Pragys Comimodities Pwi. Lid. 748 0.04%
12}Jai Ahnanys lrmslmamstLud 1 T . 0.14
13 C B Metals Pvilid | 7,24,3656 0.48% 0.18%
14{Ku ancumdueu ad Y 7,17.68,760 0.10%
46 Xon Gams & ) emPvl.le B 7,16 0.48%)
1@ iShir Co otfties & P\'LLM i} 000 ]
1 EZ?_"IIE mlumnr m 5,48,70, 0.42%
15,Rashi Comi *_u 5,24,25 608 0.36%] 0.08%
[ imitad 512,15, 3455 0.03%
20 nFumrasAndDenvaMs Lid. 4,47,21,00 0.30% 0.08%
2 aucsmmw 408,84 000} [T 0.27%:. 0.02%
r bncast Pvi. Lid. 3,803,297 230 0.26% 0.068%
in Financial Pvi. Lid. "3,37,02,000 232 0.22%|
AnandM CDmoratlbn 3,28.41,000 298 0.22% _0.08%
" 75 Jaidees ViaMaslya 3,28.17, 291 0,221 0.085%
76 Raghay Commogiias 2,81,34,000 620 AD% 0.15%
97|Rellb Réjpanashl 1,17, 288] 0.16%) 0.08%
— iiWoodiand Retails Pyt Lid. 279,81 B0 1% 0
20| Riddisiddhi Builions Limtisd Z,76,68,000 750 . B¢ 0.21%
ADiQues! Partnens . 2,75,50,000] 492! 0.18% 0.14
) Kundanmnamsl.w . 2,55 25 750] 812 . 0,179
" 82[8un newmdemud 2.24,43,000] 400 011
”3 harlea 2.00,25,000/ I 396! D.11%
"841Krll Kclhar! 185,82 500 i .04%
alle Mv v Services PyL Ltd, 1 308! 0.12% 0.08%
. 4,70,43,00D 2 — 0.41%] 0.07%
370m5abscnmra_ﬂ@_ 1 500]_ 36 0.11%! 0.01%)
86]Bhawan] Ferrol Pvtud 1,58.96,600 _ 011 0.
33 L_z ot C& '549 _0." .00
- Sbawradevt.Lﬂ 1 0.10% 0.08
41|Sourabh H B 1,33 228 0.08%] 0.08%
Ram a1 Shah Tif 1,28.83 137 0. 0.04
43 _,,u_ 1,28,50,000 417 ' 2
- nama al Shah Hul 1 ; 116 0. 08
oth Vincom Pvi. Lid. i 23] . .
in Emefprisas a2 612 0.0 0,14%
Stee! Pvt. Lid. 113 78] ' 0.08% 0.02%
2 Finance Pyt Lid 1,00,86.¢ 152 0 "~ 0.0&
an Emelier Lid §8.28 _ _008%| _ 0.02%
iv Invastment Pvt. §7,45.000 182 % 0.
k Kumar Damani §1.20,000] 194 0. 0.05%
aMavanFinaneeL 73,765,000 0 0.05¢
- .;,. Pankhiyanl Huf 71.27,000 5 0. 0.03%
¥ §47vep Sis vaILI:d B . 55,172,260 28 0.04%  001%
s5|Eden Trading Services Pt Lid. 51,50,000] 201 0.03% 0.0
58| Tradebulls Enterprise Pyt Lid. 45.47.100 0, 0.
57{Bkeet Comsec Tradldh Ly 18 186 0.01% 0.
58jUmsesh Malanl 0 0.
56| Gee B Secyriies P Lid 4] 0 T0.00% 00
‘otal OF BS Entities 140,77,10.680] 26,994/ 17.08% 7.52%
Grend Total - All Non genuine Trades 50,626] 291,843 54.66% §1.38%

From fhe above table, It is observed that the percentage e of artificial volume

genarated by eforementioned 59 entiti
is also observed from Table 10 that

es ranged betwsen 0% to 2.03%. However, It
the meximum ertificial volume genereted by
axecutlng non genuine trades by a unique pair of entiies was 0.34% thal was
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generated by Motisons Comodities Pvt Ltd (mentioned at §. No. 3 in above table)
and Gyandeep khemka (mentioned et S. No. 7 in above table). Further, artificial
volume generated by top 10 unique pair of entlies 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 st of entities.
However, if was & market wide phenomenon that existed in BSE's Stock Options

. sagment. -
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Actions teken pursuant to preliminary examination done by SEBI (1SD) iIn the
matter of liliquid Stock Options:

ISD conducted preliminary examination in the mafter of IMiquid Stock Options end
observed that cerfain entifies were conslstently making loss and certain entities were
continuously meking profits by executing revereal trades In stock options on the BSE.
ISD had Identified & total of 58 such entities that were continuousty meking profits /
losses by executing reversal frades.

Below mentioned are some of the major actions taken efter completion of
aforernentioned ISD's axamination:

IVD/ID-8/2016-17/73
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. usion and-Recommendations - ’
i ,) 11A.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
~ Yyear 201112 when BSE Introduced "Liquidity Enhancemsnt Incentive Programmes®
(hereinafier referred to as "LEIPS") in its derivatives eegment.
i) During investigation, it is observed that majority of the volume that was generated in
BSE's Stock Options segment during the |.P. was arfificlal volume that was
‘generated by large scale execution of reversal trades / non-genuine trades (64.68%
of total market volume) by large number of entities (14720 entities), However, this
generation of artificial volume was not restricted to eny specific contract or batween
any specific set of entities. This execyting of reversal trades was a' market wide
phenomenon thal existed in BSE's Stock Options segment during the 1.P.
i) The aforementioned execution of reversal trades on a large ecale wae noticed by
SEBI's survelliance system and an Interim order-dated August 20, 2015 was passad
apainst 50 top. eritities that had contributed to artificial volume by executing reversal
ml
iv) Aer passing of Interim order & Confirmatory order by SEBI, BSE discontinued the
L LEIPS scheme from the Stock Options segmeant with effect from Ocfober 16, 2016
A LA and introduced the system of Reversal Trade Prevention check Th BSEs Stock
o e f@ons segment with effect from March 14, 20186. During the same tim;_ﬁuﬁng In

4 v’,m’ n'%;% E's Stock Options segment dedlined and reduced ta.nll during 2016-1
Ao d 2T S - oo
iady §3)

[ :
§\§

11.2.Recommendations -
i} The generation of arlificial volume in BSE's Stock Options segment during the LP.
by execution of reversal trades was a market wide phenomenon and not restricted to
any specific contract / entlty. Further, the corrective aclions to address the same
have also been.taken by the. exchange. Hence, directions issued u/s 11(1), 11(4)

and 11B of SEBI Acl, 1802 against 50 entities vide interim: order dated Auguet 20,

e




SECURITIES AND EXCHANGE BOARD OF INDIA Confitlentisl
2015 and Confirmatory orders dated July 30, 2016, August 22, 2016 and August 24,
2016 may be revoked.

i) The matier may be referred to SEBI's Market Regulation Depariment (MRD) to
examine the failure of BSE in ensuring market integrity in lts Stock Options segment
and to identlfy any possible policy chenges to prevent such similar kind of treding
pattern (contribution to volumes through reversal tredes / non-genuine trades) to
ocour on the exchange platform.

12.Action Chart
Tahle 13 - -
) ' oletion
Nature of of S8EBI
8, Nature of [Action
No. Entity PAN Entity Name ;l::'lngl in a:m Evidenca |P ;
: e — ns_
11AAAIAD208) |Adarsh Credlt Co Op Sodlely Limited | Eniities &1 5. ' Entities
2|AAACRE7Z7L | Riddisiddh! Bulllons Linited |No.1-58 ats:. Ko. 1
3| AAAPPBE52R Bm.’lyg niilal Petel B | -850
41AAAFG3174B  |Quast Parthers g'lﬁ uene}aﬁun J;t:deﬂ lécég 5
5|ANKFG7685A | Gajanan Emy% ' . arfificla ) Irections
__G|AAACKI0R8P |Kundan Rice Mils Timited . {volume In Reply kesued /s
_TIAAIFJ6651) |JE Overseas |BSE's Stock ¥1(1),
S oM T S — 1168
SIAABCW16444,_|Woodiand Retalls Private Limiied ~ {Regment duing i
|_10{AAWPH1706L | Jaideeb Halwastya . kg i
LA T43R cts Liniled . = raverssl?mdas against 59
12|AAGFADTBTQ il ——was a market entiies |
13JARHCIM1276E | Mahake leshwar Mines & Metels P, Lid. wide vide
14| AAKCAZ146A | Anantrath Vincom Erivate Limited Iphenomenon linterim
16]AAACPESTEP {Pashe F Pvi 1.4d Involving 14720 order
| 18IAAFCAG687D [Xlon Qems & Jewelers Pvi. Lid. sntities and not dated
17| ACBFSE886B | Skeet Comssc Trading Lip resiricied fo August 20.
18| ACXPDEOBIR Ashok Kumer Daman) _ any specific 2015 and
18| AABHVEOO7P_ |Vihay Reamanis] Shah Hiul . contract / Confirmato
_20]AAECS4024R_ |Swaran Financial Private Liniiad enlity. The Iy orders
. 21]B8UIPETS38K Mﬂ&ms‘ endmakumar Sheth oowon'ecﬂve dated .;gly
221AAN Ea ] ' actions to 30, 20186,
_ﬂiAGBP% andeah Khamka address the August 22,
24| AACCOR017G | Gandly Invesynent Piivals Limited __{same h;:e 2016 and
-2CIAMIRIORK {Rathl Commercil Company Rty Jugum 24,
_2TIAACCG3141P [Rakesh KBaid _|to passing of be
|_28]AABCO11300 |Open Furlures And Derivatives Pvi, Lid | /erim order fevoked.
25| AABCPE i Commodilies Private gg‘%fgﬂm
= Nouvelle Advisory Sarv_% Pvi.ltd _ |<* :
Om Ealeg Comporiition .
Promst Commeodities Lid
Gunmeet Singh
NM Impex Pt Lid.
Vison Spone Iron Pl Ltd.
Umang Nemeni
38 Vep Udyog Pvt. id.__ '
39 Shir Commodhies & Futures (P} Lid. |
| A0IAABCGO7E00 |Jal Anhanya Investments Pvi. Lid,
41| ARUCE1B04K Vintrads Pvt Ltd '
| 42 M7184M |Molisons Commoditias Pvi. Lid
43} AAACE12687C irowing Tron & Finy
44 AQEPRO750Q | Rajbanshi Trading.
|_45|AAECT2124M | Tradebulls Enteprise Pvi. Lid. _
4B|DCIPSS8130 | Avili Seha
47 HKS724K Ketan Ramarilel Shah Huf_

IVD/ID-8/2026-17/73




I_J"'\;

TA [
o
- E SECURITIES AND EXCHANGE BOARD OF INDIA Confidentlal
- - . = :
Nature of of SEBI
8. Nature of |Action
Entity PAN Entity Name Findings In ActiRules/
Mo, Brief Reguiatio Evidence |Proposed
ns
| 48{AADCS6663F | Siee] Crackers Pyl Lid,
| 49| AACCKITSSE | Prime Bokl Inferation Ltd.
50[AADCRESEON. |Réif Ratan Smelters Fvi
51,
|_b2{,
B3
=A
S5[A
m 5
&7,

13, Referonces to other department

Teble 14
me ol @ hations
. . Recommendad
3 E BEE Talled 1o Bty 10 rovarsal ades Sl were &ecUEd T | frade dwa. BSE Raply Rlieree o
its Stock Opfions segment during the LP. and the markel MRD
inteprity In BSE's Stock Options segment was breached. .

14. Past Actlons Agalnst The Alieged Entities (SEB| Actlon Teken Report)
SEBI ATR database has been checked on November 23, 2017 for alf entitles mentioned in
Action Chart {Table 14) and the past actions are observed apainst the following entities:

Table 15 - :
_fllo. EnfityName Entity PAN Action Taken Case Name
- — = T, 5 = w' ,
S FTIAT ' ::mln' ar o e e
YV iy e . rosecution
e ) ‘aﬁ:\_,‘ 1 |BhantJsjantisl Patel  [ABAPPBBSZR |t ... il the shares of GTL & GECS
s * é:,_"b' P e S R
6"‘, b I 5:‘; Fp v 51
e 3 i& . 11B Proceedings & Enquiry { Asten Ster Company Limited
Uff kalion Vinin Industios Lnksd
T 2 |Gajanan Eniompries AAKFGETESEA g £ Erotorisd _I..Id
)“‘ - m i durication " [ApoBoTyres id _
- @/ 3 |Dandh investment Priveis Pornl Sugsrs (Erode) Limited
i |4 |Gyandeep Khemka Sulabh Engineers & Services Lid.
§ |Jaidesp Haiwasiya Sulsbh Engincers & Services Ltd.
{8 K Ramiji Kothanl Y, _ pes L.
7_|NKhiJdslan Tilight Litaka Phanma Urnited
8 Pa_nsm Steel PV L. Sulzbh Engineers & Services Lid.
H 'x ; -
8 |ScumbhH Bora ADIPBretaR Prosecution & 118
| Proceediis _ Snoweem india Lid.
1o |Swfen Finencisl PVES | \pscs4024r  [Adwlication Shres Om Trades Lid
11 |Umang Nemani ABOPN7213K |Non Enforcement Action gf{f‘:"“ffm&m“‘”’
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Annexuwie_2

SECURITIES AND EXCHANGE BOARD OF INDIA
Order communicating appointment of Adjudicating Officer

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

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

The Competent Authority has, therefore, in exercise of the powers conferred
under Section 19 of the SEBI Act read with Section 15 I(1) of the SEBI Act and
Rule 3 of securities and Exchange Board of India (Procedure for Holding
Inquiry and Imposing Penalties) Rules, 1995 (*hereinafter referred as the
‘SEBI Rules’) read with section 18 of the SEBI Act, vide Order dated
September 20, 2021, appointed certain Division Chiefs as Adjudicating
Officers to enquire into and adjudge under Section 15HA SEBI Act, the alleged
violations by the entities.

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

@1 a?ﬁ .. The said proceedings of appointment are hereby being communicated to the

E-....
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3’ i c\_ ' aAdjudlcatlng Officers who shall conducl the Adjudication Proceedings in the

hanner specified under Rule 4 of the of the SEBI Rules read with sub-section

,—{1) and (2) of Section 15 | of SEBI Act.

Page1of 2
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The Adjudicating Officers shall enquire into and adjudicate upon the alleged
violation as stated above and if the Adjudicating Officers are satisfied that the
entities have become liable for penalty, may impose penalty, as they think fit,
in terms of Rule 5 of the SEBI Rules and provisions of Sections 15HA of the
SEBI Act.

Dated at Mumbai, this 27" day September 2021,

Elnmnconne. - Sk

BHAVANA RAVIKUMAR
GENERAL MANAGER
SECURITIES AND EXCHANGE BOARD OF INDIA

Page2of 2



l?.ho. Case ID Case Name PAN Number |Entity Name  |AO Name
|~ 656 210006579(1SO at BSE- |AABCG2552M  |GALAXY Deepti Agrawal |
! GALAXY MERCANTILES
-= - IMERCANTILES PRIVATE LIMITED
PRIVATE LIMITED

e



Annexure 3
TRADE_DATE 24/03/2015 24/03/2015
SCRIPCODE 830709 830709
cint_pan AABCG2552M AAFCK2654L
cInt_name KRISHNAMURARI
GALAXY MERCANTILES [ENTERPRISES PRIVATE
PRIVATE LIMITED LIMITED
cp_pan AAFCK2654L AABCG2552M
cp_name KRISHNAMURARI
ENTERPRISES PRIVATE |GALAXY MERCANTILES
LIMITED PRIVATE LIMITED
ORDER_NO 142716933650700601
6 1427169336507006032
CP_ORDER_NO 142716933650700600
7 1427169336507006030
TRADEID 19561 22540
ORDER_TIME 11:45:01.308191 12:03:43.039768
CP_ORDER_TIME 11:38:19,205711 12:03:26.233223
TRADE_TIME 11:45:01.308191 12:03:43.151781
ORDER_LMTIME 11:45:01.308191 12:03:43.151781
CP_ORDER_LMTIME 11:38:19.205711 12:03:26.233223
" TRADE_RATE 1.35 0.05
LTP_RATE 0.45 0.0
LTP_PERCENT 50.0 0.0
TRADE_VALUE 13962000.0 13806000.0
ORDER_RATE 1.35 0.05
CP_ORDER_RATE 1.35 0.05
ORDER_LMRATE 1.35 0.05
CP_ORDER_LMRATE 1.35 0.05
ORDER_LTP 1.35 0.05
CP_ORDER_LTP 1.4 0.05
TRADED_QTY 120000 120000
ORDER_QTY 120000 200000
CP_ORDER_QTY 500000 120000
ORDER_AVLQTY 120000 200000
CP_ORDER_AVLQTY 500000 120000
ORDER_LMQTY 120000 200000
CP_ORDER_LMQTY 500000 120000
MEMBER_NO 4034 3267
/;‘;”{’33_' Aox. MEMBER_NAME BAHUBALI FOREX PVT
,/a‘»‘; R\ LTD MOTISONS SHARES PVT.LTD.
: ? =~ JMIODIFIED_CLIENT BF880 M806
37 R _c".%,zP_MEMBE_Rz NO 3267 4034
A % CP_MEMBER_NAME MOTISONS SHARES
B PVT.LTD. BAHUBALI FOREX PVT LTD
CP_MODIFIED_CLIENT M806 BF880
@Q TERMINALID 902 201
USER_NAME MANISH DALMIA SATISH SHAMRA




LOCATION_ADDRESS

156 COTTON STREET
KOLKATA WEST

MOTISONS TOWER 5TH
FLOOR LALKOTHI TONK ROAD
JAIPUR IAIPUR RAJASTHAN

BENGAL 700007 302015
CP_TEMINALID 201 502
CP_USER_NAME SATISH SHAMRA MANISH DALMIA
CP_LOCATION_ADDRESS
MOTISONS TOWER
5TH FLOOR LALKOTHI
TONK ROAD JAIPUR
JAIPUR RAJASTHAN 156 COTTON STREET KOLKATA
302015 WEST BENGAL 700007
ORDER_AUD A A
CP_ORDER_AUD A A
ORDER_TYPE L L
CP_ORDER_TYPE L L
LOCATIONID 7000070001002012 3020150001036001
CP_LOCATIONID 3020150001036001 7000070001002012
SCRIPNAME HDIL1ISMAR115.00CE  |HDIL1SMAR115.00CE
EXPIRY 2015-03-26 2015-03-26
STRIKEPRICE 11500.0 11500.0
SERIES EQD EQD
MKT_TYPE N N
roty 120000 120000
["- Y
G oW
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Annexuse. 5

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-303802. . Appellant

Versus

Securities and Exchange Board of India

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

Bandra-Kurla Complex, Bandra (East),

Mummbai — 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



‘\ c
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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
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. 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 Mhatre,
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 Mebhta,
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 ~ 700 001. ..... Appellant

Versus

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



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

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

WITH
Appeal No. 206 of 2022

Rajendra Kumar Agrawal

HB 30 Salt Lake Block,

HB Premises TO END WORD 17,
Salt Lake S N 24PGS,

Kolkata,

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

Versus

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

Mumbai — 400 051. ... Respondent

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

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

WITH
Appeal No. 207 of 2022
Rajeev Gupta HUF
R/o0 G-69, Ashok Vihar,
Phase — I,

New Delhi — 110 052. ..... Appeliant

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 111, Kolkata,
West Bengal -700091. . 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. Harshvardban 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 ("AO’ for short} of the
Securiti;s and Exchange Board of India (‘SEBI’ for short)
imposing penalty under Section 15HA of SEBI Act, 1992 for
violation of Regulation 3 and 4 of the SEBI (Prohibition of
Fraudulent and Unfair Trade Practices relating to Securities

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

3.  Afier 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

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

4. The leamed 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 bas not been taken into consideration while
adjudging the quantuin of penalty. It was also urged that some
of the AQs 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 SEB] had made an investigation
which revealed that thousands of entities were indulging in
reversal trades which were found to be non-genuine trades
and a misuse of the Stock Exchange platform. SEBI
accordingly initiated penalty proceedings in a large number of
matters in which penalties were imposed, against which large
number of appeals were filed which were decided by this

Tribunal in Global Earth Properties and Developers Pvt. Ltd.

(supra).

7. We are informed that SEBI has initiated proceedings
against 14720 entities which are pending before various 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 10 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 AQOs, 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 15JB 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
Jile an application in writing to the Board proposing
Jor settlement of the proceedings initiated or to be
initiated for the alleged defaults.

O,
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(2) The Board may, after taking into consideration the
nature, gravity and impact of defuults, agree fo 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 III 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 Settlement
Regulations, 2018. For facility, the said provision is extracted
here under:-

Settlement of Schemes.

“26. Notwithstanding anything contained in these
regulations, the Board may specify the procedure 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 proceedings’ has been defined under Section 2(f)
of the Settlement Reguiations, 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 Seftlement 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 15HA 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 availabie 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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