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le 4 (1] of the SEB| (Procedure for Holdin

Penaltias) Rulas, 1995 in the matter of M/s. Capitalvia Global Research Limited

1. Securities and Exchange Board of India (hereinafter referred to as 'SEBI') SEEBI has
received a complaint from one Mr. Mahadeo Sadafule against M/s. Capitalvia Global
Research Limited (herainafter referred to as ‘Capitalvia/ Noticee 1'). The complainant
alleged that CapitalVia charged a fea of Rs. 25,00,000 (approx) for investment advisory
services wherain he was promised an assured return of 10%. The complainant further

alleged that he was not provided with any knowledge and guidance in respect of his

aclive services and the bifurcation of the fee charged for various services.

2. Therefore, SEBI conducted an inspection of Capitalvia from July 02 -03, 2015, at ii=
office located at NRK Business Park, Indore, The period covered in the inspection was
from April 01, 2013 till July 02, 2015 (hereinafter referred to as ‘Inspection Period’).

“SCN in the matter of Capitalvia Global Research Limited- |
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3. CapitalVia is registerad with SEBI as an investment Adviser on April 10, 2014, under
SEBI (Investment Advisers) Regulations, 2013 beanng SEBI Registration No.
INAZOOUD1512,

4, The scope of the inspection was to verify the compliance of Capitalvia with regulatory
requirements prescribed in SEBI (Investment Advisers) Regulations, 2013 (hereinafter
referred to as ‘IA Regulations’) including KYC requirements, risk profiling and suitability
of the advice and maintenance of records.

5. Based on the findings of Inspection conducted by SEBI and the response of Noticee 1,
SEEBI observed non-compliances of Regulations 15(8), 16, 17, 18, 22, 13(c), 15(1), 15(9)
of 1A Regulations read with Clauses 2 and 4 of the Code of Conduct under Schedule 1|
of 1A Regulations, Clauses 1, 5 and 6 of the Code of Conduct under Schedule Il of 1A
Regulations and Regulations 7{2) and 19 of |A Regulations allegedly committed by
Noticee 1 and its directors namely Mr Kiran Ravinda Kumar Choudhary (hereinafter
referred o as = Noticee 2 ° ). Mr Rohit Gadia (hereinafter referred to as “"Noticee 37 ),
Ansul Mansingka (hereinafter referred to as * Noticee 4) ( MNoticees 1 o 4 are
collectively referred to as “Noticeas™ | .

6. Vide order dated December 21, 2020, SEBI appointed the undersigned as the
Adjudicating Officer under Section 15-1 of the SEBI Act read with Rule 3 of SEBI
(Procedure for Holding Inquiry and Imposing Penalties) Rules, 1995 (hereinafer
referred to as ‘Adjudication Rules’) to inquire into and adjudge under the provisions of
Section 15HB of the SEBI Acl, the various violations alleged to have baen commilted by
the Noticees.

7. The non-compliances observed during the inspection and delails of the violations
alleged to have been committed by Nolicees are given in the subsequen! paragraphs.

Non-C i with Know Yeur Client procedures
8. In lerms of Regulation 15 (8) of |A Regulations, "an mvestment adviser shall followw Keow

Your Client procedure as spec ?_ﬁi’d by the Board frome toe to firme. "
_—" %N in the matter of Capitalvia Global Research Limited- | | Page 2 of 26
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9. As per SEBI circular no. MIRSD/SE/Cir-21/2011 dated October 05, 2011, the KYC form,
specified as Annexure-l of the said circular, shall be filled by an investor al the account opening
stage wihile dealing wilh SEBI registered imtermediaries’,

10. As per SEBI cireular no. MIRSD/Cir- 26 /2011 dated December 23, 2011, ' after doing the
initial KYC of the new clients, the infernwediary shall ferthaeith wpload the KYC information on
the system of the KEA amd send the KYC docrments fe. KYC application form amd supporfing
docunwents of the clients to the KRA within 10 working days from the date of execution of
documents by the client and naintain the proof of dispatch’.

11. It was observed thai, CapitalVia was not following the Know Your Client [KYC)
procedures specified by SEBI. On enquiry, CapitalVia, vide letter received by SEBI on
July 07, 2015 , submitted that prior to April 01, 2015, there were no KYCs maintained by
them as they were unaware of the KYC procedures. It was observed that Capital Via
had not submitted a plausible explanation for not maintaining KYC records. Further, it
was observed that they started maintaining KYC records of the clients from April 2015

onwards.

12. Thus, during inspection, it was observed thal though Capital\Via obtained registralion as
an investment adviser on April 10, 2014, they chose to ignore the KYC procedures
specified by SEBI which is the basic document for all the intermediaries. CapitalVia did
not follow any KYC procedures as specified by SEBI before April 2015 and they were
providing advice without obtaining any information from the clients and were not doing

any client due diligence process before start of providing advisory services,

13. Therefore, it is alleged that by not following KYC procedures specified by SEBI,
Moticees have viclated Regulation 15(8) of 1A Regulations.

Mot conducting Ri i i :
14. In terms of Regulation 16 of 1A Regulations, Investiment adviser shall ensure that:-
{a) it obteins from the clnt, suel informetion as @8 mecessary for e puarpese of giving
mvestnent advice, incliding Mie follozring:-

z {1} age

i
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fii) tnvestment obclives incleding Wme for which they wish to stay imvested, Hhe
parposes of the invesimeni ;
{fif) feeconre details;
fiv) exisling inpeshments/ assets;
fo}  risk appetite/ tolerance;
it} labilihyborrowrng detads.
{h) it has a process for assessing the visk a client is willing and able to lake, including:
(i} assessing a client's capacity for absorbing loss;
(i} tdentifiging whether client is wnaeilling or wnable to accept the risk of loss of capital;
(iif) appropriately interpreting client responses to questions and nof  atiributing
meappropriate weight fo cerlain ansters.
fc)  where tools are used for risk profiling, it should be ensured that the tools are fit for the
pruerpose aind any limikations are ddentified and milignted:
fd) any questions or descriphion in any questionnaires used to establish the risk a clien! s
willineg and able to take are fair, clear and not misleading, and showld ensure thal:
(i} queestionnaire is nol pague or use double negatives or in a complex language Hal te
cliest nuay wot understared;
(it} questionnaire is pob structured ina way that 1 contains leading queestions,
fed  wisk profile of the client is commnunicated to the cliemt after risk assessment is done;

(fi infornation provided iy clients amd Haeir risk assessmenl 15 wpdaled periodically,

15. It was observed that the risk profiling guestionnaire of CapitalVia contained the following
details:

e Invesiment of Customer

» the degree of losses the customar is willing (o take
« Liabilily/ Borrowing details

» Existing Investments/ Assels

o Segmenl:

# Date of Birlh

«  FAN Number
G _—
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= Time Horzan of Investment

« Trading Experience

» Account Info

+« Trading Time

+« Profile

+ Advisory Services (If taken earlier or not)
# Mo of Lots! Shares, Customer trades

+ Exposure [ Leverage on Capital Investment

On examination of the entire risk profiling process adopted by CapitalVia, it was
observed that after completion of the trial period, the product was sold lo the client and
risk assessment and risk profiling of the clients was not done before selling the product
to them.

On random scrutiny of the risk profiling procedure followed by CapitalVia after selling the
product, it was observed that risk profiling questionnaire did not contain the basic
information to be sought which is necessary for the purpose of providing the investment
advice such as investment objective, client capacity for absorbing loss as specified in 1A
Regulations.

Further, it was observed that many of the fields in the questionnaire were not filled up
and CapitalVia was not oblaining such information from the clients .For e.g. in case of
one client, Mr. Dinesh Chaudhary, few fields in the questionnaire such as investment of
customer, the degree of losses the customer is willing to take, investment objective, elc.
were not filled up by him

It was observed that no risk assessment of the clients in respect of their ability and
willingness to take risk was being done by CapitalVia based on the basis of information
collected from them. It was also observed that, as specified in Regulation16{e) and 16(f)
of 1A Regulations, risk profile of the client was not being communicated 1o the client
after risk assessmeni is done and is not being updated periodically.

in the matter of Capitalvia Global Research Limited- | || Page 5 of 26
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20. In terms of |IA Regulations, the purpose of the risk profiling s to obtain all relevant
information from the client which is necessary for the purpose of giving investment
advice. The purpose of risk profiling is to understand the needs of the clients, risk
appetite of the client, risk absorplion capacity of the client, etc. which was not done in
the case of CapitalVia.

21. Thus, it was noted that by not obtaining relevant information from the clients, by not
communicating the risk profile to them and by not updating the rsk profile periadically,
CapitalVia has not followed the risk profiling procedure laid down in IA Regulations.
Therefore, it is alleged that by not deing risk prefiling of the clients as specified in A
Regulations, Noticees have viclaled Regulation 16 of |A Regulations.

Not ensuring suitability of the advice provided:
22. In terms of Regulation 17 of |A Regulations, Investment adviser shall ensure that:-

fa) Al investiments on which investment advice is provided is approprate to the risk profile of
the clienl;

(M) It has a documented process for selecting investoents based on client’s mpestient
obyectioes and financial situation;

fch It understands the nature and risks of products or assets selected for clients;

fd) It has a reasonable basis for beliving tat a recommendation or transaction entered into:

fed  mets Hie client’s intestient objeclives;

() is such that the client is able lo bear any relafed investment risks consistent with ks
investment objectives and risk tolerance;

{g) 15 stch thal the chient has He necessary experience and kenowledge o wnderstand the risks
imoodved in the bransaction.

) Whenever a recommendation is given (o a client o purchase of a parbicular complex
fimancial product, such reconmmendation or advice 15 based upen a reasonable assessment
that the structure and risk revard profile of financal product 1s consistent with clients

experience, knowledge, investment olgectives, visk appetite and capacity for absorbing loss,

g —

SCN in the matter of Capitalvia Global Research Limited- | | Page & of 26
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23. On perusal of the business model of CapitalVia as elaborated above, it was noted thal,
irrespective of the fact that whether the product was suitable or not, the samea was being
advised to the client, if the investor opts for that product. Thus CapitalVia was nol
ensuring whether the investment advica provided was appropriate 1o the risk profile of

the clieni.

24, In this regard, CapitalVia, vide letter received by SEBI on July 07, 2015 submitted that,
no personalized services were being provided, excepl HNI services, I was also
observed thal CapitalVia did not have a documented process for selecting investments
based on client's investment objectives and financial situation. Further, Capital\Via also
did not have a reasonable basis for believing that a recommendation or transaction

entered into meets the clients’ investment objective.

25. It was further observed that the recommendations given to the clients in respect of
complex products such as Bullion Metal Combo, Bullion Pack, Agri Pack, efc. were not
based on a reasonable assessment that the structure and risk reward profile of financial
product is consistent with clients experience, knowledge, invesiment objectives, risk
appetite and capacity for absorbing loss,

26, Thus, it is alleged that CapitalVia did not ensure whether the advice provided lo the
client was suitable lo them or not and they provided the recommendations o all the
clients whoever subscribes to product offered by il, irrespective of their risk profiling
and suitability. Therefore, it is alleged that by not ensuring suitability of advice provided
to the client as specified in 1A Regulations, Noticees have violated Regulation 17 of |A
Regulations.

Disclosures not made to Clients

27. In terms of Regulation 18 of 1A Regulations, an investment adviser is required to make
cartain disclosures to its clients as specified in Regulation 18 which, inter alia, includes
all material facts relating to the key features of the producls or securities, particularly,
parformance track record. The text of the aforesaid provisions is reproduced

heraundar:

=" "SCN in the marter af Copitalvio Global Research Limited- | | Page 7 of 26
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18.{7)An investment adviser shall disclose fo & prospective client, all
malerial informalion abowt #fselfl including its business, disciplinary hisfory, the
terms and conditions on which it offers advisory services, affiliations with other
intermediaries and such other information as is necessary to take an informed decision

on whather or not to avai s Services

{2) An investmant adviser shall disclose lo its client, any consideration by way of
remuneration of compensation or in any other form whalsoever, received or
receivable by it or any of ifs associales or subsidiaries for any distribulion or
execulion services in respect of the products or securities for which the
investment advice is provided fo the client,

(3)An investment adviser shall, before recommending the services of a stockbroker or
other infermediary to a client, disclose any consideration by way of remuneration or
compensation or in any other form whatsoever, if any, received or recelvable by the
investment adviser, i the clien! desires to avall the services of such intermediary

{4)An investment adviser shall disclose lo the client its holding or position, if any, in the
financial products or securities which are subject malier of advice.

{8)An investment adviser shall disclose to the client any actual or potenfial conflicts of
interes! arising from any connection to or association with any issuer of producls/
securities, including any material information or facts thal might compromise its
objectivily or independence in the carrying on of invesiment advisory services,

{6)An investment adviser shall, while making an invesimen! adwice, make
adequate disclosure to the client of all material facts relating to the key features of the
products or securities, particularly, performance track record.

{7) An investment adviser shall draw the client’s attention to the warnings, disclaimers
in documents, adverlising malerials relating fo an invesiment product which i is
recommending to the client.

28. On enguiry with regard to the disclosures made by Molicee 1, CapitalVia vide latter
dated July 03,2015 submilted thatl the following disclosures were being provided by

them to the clients:
"E{]‘H in the matter of Capitalvia Global Research Limited- | || Page 8 of 26
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+ Capital\Via for your well- informed investment decisions. CapitalVia
encourages you fo strictly follow principles of disciplined trading and stop loss.

« Moreover, CapitalVia striclly follow trading principles and stop loss policy
wherein customer by defaull agree fo notl do’ enler any trade withoul pre
informed/ defined sfop loss.

« CapitalVia is not iable for any losses in any case.

+ [Investments/ Trading in financial markets is subject fo marke! risk.

+ We have NO REFUND POLICY under any circumslances

«  We don't offer any guaranteed relurn products.

The performance track record communicated to the clients was found to be erronaous.
The methadology adopted by CapitalVia to calculate accuracy is as under:

Accuracy= No. of Profitable recommendations/Tolal number of recommendation®100

It was observed from the method of calculation of performance track record that
CapitalVia was taking into the consideration only the profitable calls and not the loss
making calls when ideally it should take inlto consideration all the calls provided
irrespective of the profit or loss.

Further, it was observed thal, though CapitalVia was calculating performance track
record on a monthly basis, the accuracy rate disclosed on the website and in many of
their e-mails sent to the clients was static and was not being updated on & monthly
basis It was seen that accuracy rale of 70% was being disclosed to the clienis at all

the times.

Therefore,, it was observed that CapitalVia had nol made any disclosure in respect of
all material information about itsell including its business, disciplinary history, the terms
and conditions on which it offers advisory services, key features of the products or
zecurities including performance frack record, the warnings, disclaimers in documents,
advertising matenials relating to an investment product which it is recommending 1o the
client, etc. as specified in |A Regulations and had disclosed erreneous accuracy rate
an their performance to the clients .

SCN in the matter of Capitaivia Global Research Limited- | || Page 9 of 26
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33. Therefore, it is alleged that by not making the disclosures to the clients as specified in
A Regulations and by providing incorrect information with regard to performance track
record, Moticees have violated Regulation 18 of 1A Regulations read with Code of
Conduct specified for Investmeant Advisers under Schedule Il of 1A Regulations.

Non-Segregation of Execution Services
34. In terms of Regulation 22 of I1A Regulations, “investment adiisers which are banks, NBFCs

and body corperale providing distribubion or execubion sermces to their clients shall keep their

invesiment advisory servioes segregated from such activibies:

Provided that such distribution or execution services can only be offered subject fo He
fellowring:

() The clunt shall not be wnder any obligation fo avadl the distribution or execulion serices
offered by the investnent adviser.

(b) The ineestment adviser shall naintain arne's length relationslip bebiveen ils activities as
investment adviser and distribution or execnbion services,

fc) All fees and charges paid to distribubion or execubion service providers by the client shall be

Ir:l.rur:l' divectly fo the serice providers and not Hrough the investiment adviser.

35. During the inspection, it was observed that few employees of CapitalVia were involved
in providing advisory and execution services at the same time. On enquiry with regard
lo the compliance with Regulation 22 of 1A Regulation, CapitalVia submitted that it had
obtained authorization from clients (o trade on their behalf. It was observed from the
details submitted that they had oblained such authorization from 10 clients to trade on
their behalf. Howaver, CapitalVia submitted copies of emails authorization in respect of
only 8 clients.

36. In terms of |A Regulations, investmenl advisory services shall be clearly segregated
from execution services. Further, an investment adviser should maintain arms-length

relationship batween the advisory services and other services provided to the clients.

i7. However, as elaborated above, it was observed during inspection that the same
person was providing advisory services as well as execution services and not
maintaining arms’ length relationship. Therefore, it is alleged that by nol segregating

__;"ﬂ SCN in the matter of Capialvio Global Research Limited- | || Page 10 of 26
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investment advisory activity and execution activity, Noticees have violated Regulation
22 of |1A Regulations.

mpliance with fiduciary obligations and responsibilities and not

i h kill, care and diligence

38. In tarms of regulation 15{1) of |A Regulations. 'an rrovstment adviser shall act in a

frlncinry capaciby towards s clitents ...

39. In terms of Regulation 15(8) of 1A Regulations, “an imivstment adviser shall abede by code
af comdiect as specified in Hird schedule”.

40, In terms of clause 2 of Code of Conduct for investment adviser specified under
schedule Il of 1A Regulations, “an investment adeiser shall act with deee skall, care amd

qﬂ.l':'g.l-un' i the best interests of its cliends and shall ensure Bt tts advice 15 c‘r_,lf]'f:'mi' ﬂ_ﬁr.'r

!Im:rrug.lr analysis and teking it acconnt avmlable altermatives”™

In tarms of clause 4 of code of conduct for investment adviser specified under
schedule Il of 1A Regulations, “an tnvestiment adviser slall seek from ifs clients, information

ahopl .Hm'rl,ﬁnﬂu.;'r'.n]' sifention, mvestoent experience amd moestorent objectives relevant fo Hae

services te be provided and maintain confidenbialiby of such infornmtion”.

41, In terms of Regulation 16 and Regulation 17 of |1A Regulations, an investment adviser
shall make assessment of risk profile of the client by obtaining relevant information
from him and accordingly suggest a suitable product to him on the basis of which the

clent can take an informed decision

42, On perusal of the complaint of Mr. Sadafule, it was observed that it is mentioned in the
subscription confirmation mail sent o the clients “Huank you for choosing CapitalVie for
vour well-informed investoent decisions.. ... Capital Via 15 wol liable for any losses in any
case” . Further, in the disclaimer clause, it is mentioned thal, "l risk of loss in trading any
fimancial markets including equity, commodity and FOREX can be substantinl. These are
levernged products that carry a substanbial risk of loss uple your mmvested capital and may not
be suwitable for everyone. You should thevefore carefully consider whether such trading is
sutitable for you e light of your financial condition. Please ensure that you vmderstand fully the

Tﬂ risks involved and do inpest woney you cannol afferd lo lose™,
SCN in the matter of Capitelvig Global Research Limited- | || Page 11 of 26
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43, Further, on perusal of various documents and communications exchanged by
CapitalVia, it was observed as under:

(i) On the basis of leads generated, CapitalVia provides free trial services to the
prospective clients withoul any thorough analysis of their needs and without
conducting due skill, care and diligence in the best interests of its clients.
CapitalVia is selling the product without considering the needs of the clients and
their risk profile and suitability of the product.

(i) CapitalVia is asking the clients lo carefully consider whether the trading advice
provided is suitable for them in light of their financial condition. CapitalVia is
puiling responsibility to consider the suitability of the advice on the clienis
without assessing their risk profile which is against the basic requirement of |A
Regulations. As elaboraled in preceding paragraphs, CapitalVia did not
maintain KYCs before April, 2015. Further, risk assessment of the clients was
not being done at the time of investment advice and suitability of the advice was
not being ensured by CapitalVia, CapitalVia was merely advising on the basis
of the products available with them. Thus, it was observed that, CapitalVia was
not taking any fiduciary responsibility in respect of the advice provided to the
chents .

(iil) CapitalVia is putting disclaimer that the leveraged products carry a substantial
risk of loss and may not be suitable for everyone. In terms of 1A Regulations, it
is duty of an investment adviser to obtain necessary information from the client
and make risk assessment accordingly and to provide suitable advice,

{iv) It was also observed that the investment advisory services being provided by
CapitalVia were discrefionary in the nature as each product being offered to
the clients has a minimum investment amoun! requirement and there was a
compulsory requirement for trade in all the calls provided by CapitalVia
including the quantity suggested, strictly following stop loss in each call, etc.

44, It was observed that in terms of IA Regulations, advisory services cannol be
discretionary in nature and are not at all binding on the clients. Thus, it is alleged thal
by providing advice before oblaining relavant information from the client, by putting

SCN in the matter a,l"fﬂpimfrﬁn Global Research Limited- | || Page 12 of 26
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responsibility to take decisions on the clients and by providing advisory service which
iz discretionary in nature, CapitalVia was not acling in fiduciary capacity and with due
skill, care and diligence towards its clients.

Therefore, il is alleged that by not acting in a fiduciary capacity and by not acting with
due skill, care and diligence towards its clients and by not cblaining information from
the client with regard to financial situation, invesimenl experience, investment
objectives, elc., Moticees have violated Regulations 15(1) and 15(9) of |1A Regulations
read with Clauses 2 and 4 of the Code of Conduct specified for invesiment advisars
under Schedule |Il of 1A Regulations.

MNan-Maintenance of records.

46, In terms of Regulation 19 of 1A Regulations, an rroesfment adiiser shall maimtain He
following records,-
a) Know Your Client records of the clienf;
(b} Risk profiling and risk assessment of the client;
(e} Sutability assessment of He advice being provided,
fdy  Copies of agreentenls with clienls, if amy;
feb  Investment advice provided, whether written or oral;
() Ratiovale for arriving al investment advice, duly signed and dated;
fg) A register or record contaimmg list of He clients, the date of adiice, nature of the admce,

the prodricts/secunities i which adeice was rendered and fee, of any charged for such adoce.

47, During the inspection, it was observed thal CapitalVia did not maintain KYC records of

the clients before April 2015 and they started maintaining the KYC records only from
Aprl 2015 onwards. When enquired, they did not provide plausible explanation for not
maintaining KYCs. In case of risk profiling of the client, only e-mail copies of the
information were found to be maintained by CapitalVia. It was also cbserved that there
is no risk assessmeant of the client being done by CapitaiVia and no record with respect
Io the same & maintained. Furiher, there were no agreemenis entered info with the
clients by CapitalVia.

It was also observed that for giving investment advice, no rationale was maintained by
CapitalVia except the lechnical analysis charls.

SCN in the matter of Capitalvia Global Research Lirmited- | [| Page 13 of 26
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49. Further, a register or record containing list of the clients, the date of advice, nature of
the advice, the productsfsecurities in which advice was rendered and fee, if any
charged for such advice were nol observed to be maintained by CapitalVia.

50. On enquiry, CapitalVia, vide letter dated July 7, 2015 stated thal they had started
obtaining Know Your Client records of their clients from April 2015 onwards only.
Further during the examination by SEBI, it was observed thal :

A) Stock tips are being provided to the investors on the basis of their subscription
for a particular product,

B} CapitalVia does nol enler into an agreement with the clients.

C) Further, duly signed and dated record in respect of rationale for arriving at
particular investment advice was not being maintained by CapitalVia.

D) CapitalVia was also nol maintaining a record containing list of clients along with
details of advices such as date of advice, nalure of advice, elc.

51. It is, therefore, alleged that by not maintaining records as specified in 1A Regulations,
Moticees have violated regulation 19 of 1A Regulations.

Mon-adherence to Code of Conduct in respect of Complaint of Mr.

52, SEBI had received a complaint from Mr. Mahadeo Sadafule (hereinafter referred to as
‘Complainant! by name’) against CapitalVia, The complainant alleged that Capital\ia
charged a fee of Rs. 25,000,000 (approx) for availing investment advisory services
wherein he was promised an assured return of 10%. However, he incurred huge
losses. Further, he was nol provided with any knowledge and guidance in respect of
his active servicas and the bifurcation of the fee charged for various senvices.

53. It was observed that in one of the emails sant by the complainan! to CapitalVia, it was
mentioned that, 'l am very much dissppointed and dissabisfied by beang ovvolved with your
firm'. In another email by the complainant, it was mentioned that, “we don't want fo

comnitinite will your comparny and we want our noney back”.

o

-

SCN in the matter of Cupﬂ'ﬂ-l'vfn Global Research Limited- | || Page 14 of 26
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54. On perusal of the copies of various invoices issued by CapitalVia, it was observed that
CapitalVia issued multiple invoices to Mr. Mahadec Sadafule in respect of various
products such as Bullion Metal Pack ST, Nifty Futures ST, Forex ST efc. It was
mentioned in one of the emails dated January 22, 2015, sent to Mr. Mahadeo Sadafule
by Capitvia that, 'the nsk of loss in trading any financiel nurkets fecluding equity,
commmndity and FOREX can be substanfinl. These are leveraged products that carry a
substanital risk of loss uplo your invested capital and neay not be suitable for everyone, You
should therefore carefully consider whelhier such trading is suitable for you i light of your
financial condition. Please ensure that you understand fully the risks involved and do invest

miomiey ot caitiiol afford to lose'.

55. It was observed from another e-mail dated June 11, 2015, sent to Mr. Mahadeo
Sadefule, Capitalvia stated that, 'Owr product pricing is 37 lacs but as per deal offered to
W e Juroe pmlr'dm' you the product i Rs. 24,61,856 lacs discounted serices. In your
packiage HNI Research (Equity+ Commodity), as we have discussed earlier that yon il
increase your investiments then we will stort proper trading in this services with full support
il Hhat we will trade with nermal strategies, that's why we have crealed different sales orders
bo save your current investments, 5o just to save your money ive have created sales order of our
Basic Services of Equity/ Commodity/Forex becawse if we created billing of HNI then from He
very first menth itself your amount get deducted around Rs. 100,000 accerding to service

costing’ .

56, It was alzo mentioned in the aforesaid e-mail that the expected ROl will be 8% 1o 8 %
subject to market risk. It was further mentioned in the e-mail that Mr. Mahadeo
Sadafule would be getting direct service to the Broker from the execulive of CapitlalVia
as an extra benefit.

§7. On perusal of the complaint, copies of various communications exchanged with Mr,
Mahadeo Sadafule and other relevant documenis, it was obsarved that:

{i) Mr. Mahadeo Sadafule was offered various services amounting to Rs. 37 lacs
at discounted price of Rs. 24 61,856
{ii) The expected ROl as communicated to Mr. Mahadeo Sadafule was 6 to 8 %
'{:_‘,.—qu subject to market risk
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(iii) As per the risk profiing document Mr. Mahadeo Sadafule intended 1o invest
an amount of Rs. 6-10 lacs.

{iv) Mr. Mahadeo Sadafule was advised lo carefully consider whether such
trading is suitable for him in light of his financial condition. On receipt of the
authorization from Mr. Mahadeo Sadafule, he was provided with direct trading

service wilh broker,

S58. In one of the emails sent to Mr. Mahadeo Sadafule , it was menticned that the
expected ROl was 6 to 8 % subject lo market risk, However, during the inspection, it
was observed that in one of the internal e-mails dated June 11, 2015 addressed 1o the
employees of CapitalVia, it was stated that Capital\Via committed 6-8% Return for HNI
services to be provided to Mr. Mahadeo Sadafule’ . From the above mentioned email,
it was observed that CapitalVia was providing assured refurns 1o the clients.

59, Inspeclion team sought an explanation from Molicee regarding the advisory fee
charged to Mr. Mahadeo Sadafule and its justifiable to the services offered to him.
CapitalVia was unable to give complete clarification about the amount of fees collected
from Mr. Mahadeo Sadafule which was for three years.,

60, Pursuant to inspection, CapitalVia, vide fetter dated July 17, 2015, submitted that they
had decided 1o refund the fee charged to Mr. Mahadeo Sadafule and had already
made partial payment Rs. 4,00,000. Further, CapitalVia submitted copies of postdated
cheques issued in favour of Mr. Mahadeo Sadafule for balance amount of
Rs.20,00,000 (approx).

61, Thus, it was obsarved that CapitalVia did not have any control over the amount fee
charged lo Mr. Mahadeo Sadafule and had decided fo refund the fess only when SEBI
inspechion team had raised the issue. It was further observed that there was no
alertreconciliation mechanism available with CapitalVia based on which they could
know the amount of fee that they have collected from a particular client.

62. It is, therefore, alleged that by not acting in a fiduciary capacity and with due skill, care
and diligence while dealing with Mr. Mahadeo Sadafule, Noticees have violated
Clause 2 of Code of Conduct specified for investment advisers under Schedula I1l of 1A
il . Regulations.
-

-
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Charging of excess fees

63. Inspection team scrutinized the fees charged by CapitalVia for various products, The
details of the products and amount of fee charged by CapitalVia for each product is
attached at Annexure-20. The product wise fee collected by CapitalVia from the
clients during 2014-15 is placed at Annexure-19

64, It was observed that, as per the product policy submitted by CapitalVia, none of the
products offered by CapitalVia, except HNI product, has an advisory fee of more than
Rs. 1 lakh. For HNI product, CapitalVia was charging annual fee of Rs. 3,20,000/-.

65. On perusal of the fee collected details submitted by CapitalVia, it was observed that,
CapitalVia had collected fee of Rs. 5,00,000 or more from 43 clients. The details of the
clients along with the amount of fee collected is as under:

Pt Mame of the Client Fevaory Ees Chamed (
Amount in Rs.)
1 | Dhaval Ji 3455000
2 Mahadeo Sadafule 2450856
3 Ganesh Chakravarl 2056555
| 4 Anidl Mittal 1338000
| & Krishna Kant Singhal 1300000
6 Harish Baxani IR ©g2ssp0 |
T Prashant | EB0000
& Fadhey Shyam Arora =l 820000
a Shabbir Ahmedabadwala | 808150
10 Mahawveer Sanghvi TE3500
1 Alpesh Patel 750000
12 | Rajendra Kumar Gupla = B 715000
13 Ajay K 714202
14 Roshan Jain T0a000
15 Badri Prasad Yadav 700000
16 Digambar Bankar BE2000
17 | Biplob Mandal 626000
——_ 18 Sujit Kumar 620500
P
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18 Hitesh Shekhat B12500
20 Kailash Babulalji Jain E02000
21 | Rashmi Adnur 605000
22 Chandrasekar Balasubramanian 601914
23 Som Nath B00000
24 Jeel Guraya 508502
25 Dharmesh Kathivara 578000
26 Sharathchandra Br 561000
27 Yogesh Kumar 558000
28 | Shankarrao Soniram Govind 555554
29 | Abhishek Padhye 554000
a0 Prasad Mentada 843433
3 Mukesh Kumar 541500
32 Sandeep 532026
33 Ramesh Swarnakar 531000
34 Shripad Kulkarni 529500
33 Manoj Jain 525000
K Mandan Kamad Helkar S17000
a7 Elamathi Ramachandran 516711
368 Kundumani Duraikkannu 514003
30 Prashant Akarshe - 512361
40 Bhavesh Suthar 510000
41 Mahender Jain 510000
42 | Venu Gopal 503250
43 | Kulwant Singh 500000

66, It was observed that CapitalVia has charged highest fee of Rs. 34,55,000 from Mr,

Dhaval Ji, for which no justification has been provided.

67. On enquiry of how the fee charged to the clients was fair and reasonable as specified
under code of conduct for Investment Advisers, CapitalVia submitted as under :

"As onr advisorny business is the effective combination of skilled manpower & ligh ended

technology, for the smooth funclioning of such business requires huge opemfion & support

sl
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We o varions in-howse process like Lead acguisibion process, Customer acquisition &
refention process, Research & development progess, sales progess. Information technology
H;;Ilprrrf process, Manpower training & developmient process ete., all these functions

thetr owen sigmificant cost.

Further, we have multiple products range for the Investor's o trade i different exchanges; the
different products are like traders trading in eqaty, or stock futures or commodity fubures.
Products are charged fairly on the basis of service expectations from each product, wmumber of
recommendetions expecled, the kind of support expected, whether it i customrzed Hrough o
research analyst directly or not. We have a dedicated Research team of move than 60 plies
members invelved i providing  these research services fo e cuslomer on Righly
professiomalized mianner.

It is also worth mentioning Hat “We operate i a highly competitive environment sp it's be
very importand for us o keep our professional fees both fair & reasonable. "W equally
nunderstand thal fees must confimee o be foir and regsonable; open access must be mainbaimed
and decisions qikhin the organizations meeist be taken on o reasonable basis and in the best

inlterests of clnt for fostering his confrdence to advisory servtees,”

68. It was observed that CapitalVia was charging huge fees without congidering the
financial position of the clients and the intended amount of investment. In Mr. Mahadeo
Sadafule’ s complaint, it was observed that his intended amount of investment was Rs.
6-10 Lacs, however, he was charged an advisory fee of Rs. 24,59,856/-without any
reasonable ground.

69. It was therefore observed that charging such huge amount of fee for availing advisory
services was not justifiable since annual fee for all the products offered by CapitalVia
was Rs, 13,50,500 which iz lazs that the fee charged from its clients, i.e., Dhawval Ji, Mr.
Mahadeo Sadafule and Ganesh Chakravarli .

70. Therefore, it is alleged that by charging un-reasonable fees to clients, Noticees have
violated Clause B of Code of Conduct as specified in Schadule 11l of 1A Regulations.

71. The text of the aforesaid provisions is given hereunder:

G
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“An investmen! adviser advising a client may charge fees, subject to any ceilling as
may be specified by the Board if any. The invesiment adviser shall ensure thal lees
charged to the clients is fair and reasonable.”

Soliciting clients through various websites

72. Pursuant to inspection, it was observed thal, through many websites, CapitalVia was
soliciting clients for invesiment advisory services without disclosing their identity,
registration number and contact details. On enquiry, CapitalVia submitted that. the
following websites are being used by them for soliciting clients

. DemainWebsite name Status
- wnw_sharetips-capilalvia. com Live
Wil aharali ialvia.com Live
www.mexcapilalviatips com Live
www mexcapitatvia com Live
wawr top ] Dslocks in Live
o www premiumstocktips, com Live
wwnw moxncdexips. oom Live
W MK -NEdex-tips com Live
warw live-markel-fips.com Live
www.intradaylevels com Live
[ www.hottradingtips.com Live
www stocktips-capitalvia.com Mot live
whww_capitalviatips.com Mot live
i www_capitalvia-sharetips.com o ~ Notlive
www . commoditypricelive.com Mot live
wiww stock-tips-capitalvia.com Not live
B www.nsebseguide.com Not live
www.capitalvia.com | Live

73. In terms of clause 5 of code of conduct for investment advisers, “an investment adviser

shall make adequate disclosures of relevan! material information while dealing with ifs clents,”

Ly
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74, Il was observed that CapitalVia was not disclosing the following information while
soliciting clisnts:

(i) The websites do not contain any reference to Capital\Via.

{ii) There is no information with regard to whom the website belongs to and what
are their contact details.

(iii) There i= no mention on the website aboul registration of Capital\Via as an

investment adviser.

75, In this regard, CapitalVia did not submit any explanation to SEBI about why intimation
regarding such websites was not made to SEBI at the time of registration and why it
has not disclosed its identity at the time of soliciting clients through websites. During
the course of inspection, CapitalVia submitted that they solicit clients only through on-
line advertising, but has never disclosed the details of the websites 1o the inspection
leam, until asked for.

76. Thus, il is alleged that by soliciting clients without disclosing relevant material
information, Motlicees have violated Clause 5 of Code of Conduct as specified in
Schedule Il of |1A Regulations.

Men-Compliance with qualificati icati irem

specified in |A Regulations.

77. In terms of regulation 7(2) of the 1A Regulations, 'An mdivrdoal registered as an
investment! miviser and partners and represenfatioes of investment advisers registered under
these regulations affering moestment advice shall have, ab all tones, a certification on finacal

planning or fund or asset or pertfolio management or imvestoent advisory serces:

fia) fromn MNISM; or
(%) from  any ether organizalion  or imstibution  inchuading  Fimancial - Planning
Standards Board India or any recogmized stock exchange i Indhia provided  that such

certtfication 1s acoredited Iy NISM®.

Provided that the existing fnvestment advisers seeking registration under Hiese reguinlions
shall ensnre that their partiers and representatives oblain sich certification awithin o years

frome the date of commencement of ese regulations.

i _—=
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78, CapitalVia, being an exisling adviser, was required to comply with the certification
requiramant on or bafore April 21, 2015.

79. During the inspection, it was observed that CapitalVia had approximately &0
employees as representatives. The details of qualification and certification as
submitted by the advisory on May 05, 2015 are placed below.

(a) Number of candidates cleared two modules - 19;
(b) Number of candidates cleared only one module - 42

80. In this regard, it was observed that all representatives of CapitalVia have not obtained
cartification as specified in 1A Regulations.

B1, Therefore, it is alleged that by nol complying with the cerification requiremenis as
specifiad in |A Regulations, Noticees have violated Regulation 7(2) of 1A Regulations.

Mon-Compliance with conditions of certificate

82. In terms of reguiation 13{c) of 1A Regulations, 'the moestment adviser, not being an

i vl shall inclhede the words “trvestment admser” in ols mome:

Provided that if the tnvestment advisory service is being provided by a separately identifiable
department or diviston or a subsidiary, then such separately idemtifiable department or division

or subsidiany shall include the words “investment adviser’ in its name”.

83. In this regard, it was observed that the words 'investment adviser’ are not included in
the name of CapitalVia. Further, no separately identifiable department or division has
been floated by CapitalVia.

84. On random scrutiny of the correspondences of CapitalVia, i was observed that
CapitalVia has not used the lerm ‘investment adviser in any of their correspondences
with their clients.

85. Therefore, it is alleged that by not having a separately identifiable department or
division for advisory services and by nol using the invesiment adviser in all the
correspondences with clienl, Moticees have violated Regulations 13{c) of IA

Regulations.
e _— Disclosure of factually incorrect information on website
___..-F"'. -
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86. In terms of clause 1 of the code of conducl specified in schedule Il of the IA
Regulations,’ an invesiment adviser shall act honestly, fairly and in the best inferasts of
its clients and in the integrity of the market,

BT. On perusal of CapitalVias website, www.capitabia.com, i was observed that
CapitalVia was disclosing factually incorrect information with regard to the advisory
services offered by them as under:

{a) Disclosure in respect of advisory team

(i) On the website of CapitalVia, it was mentioned that they have 750+ trained
advisory team. During the inspection, the inspection team sought clanfication
with regard to the investment advisory team. In reply, CapitalVia submitted (
that a team of 750 people includes 60 research analysts, 400 sales person and
remaining a proficient team of qualified supporting staff. The list of the
amployees and Deparment-wise breakup of the employees is aftached as
Annexure- 18

(i) Pursuant o inspection, CapitalVia has mentioned on the website that they have
750+ team strength.

{b) Disclosure in respect of no. of clients:
(i) On the website of Capital\Via, it was mentioned that they have 4581+ clients

(i) During the inspection, the inspection team sought clarification with regard no. of
clients. In reply, CapitalVia submitled “the previous up gradation of website look
place one year before and as per the business modal, number of clients of
CaprlalVia varies day by day and at present, CapitalVia has a base of 3500+
{approx] chents”,

(i} Pursuant to inspection, CapitalVia has mentioned on the website that lhey have
3500+ clents.

(e} Disclosure in respect of Offices in Singapore and USA

(i On the website of CapitalVia, it was mentionad that it has offices at Indore,
Singapore and USA .
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(i) During the inspection CapitalVia submitted that it has virtual offices in
Singapore and USA and none of the employee is physically working from these

locations, till date.

88. Thus, it was observed that while soliciting the business, CapitalVia has provided
incorrect information in respect of number of employees, number of clients and about
Offices in Singapore and USA on its website.

89. Therefore, it is alleged that by providing incorrect information on its website in respect of
the services that are being offered on its websile, Noticees have violated Clause 1 of the
Code of Conduct specified in Schedule Il of the LA Regulations.

90. The aforesaid alleged violations, if established, make Moticees liable for monetary
penaltly under the provisions of Section 15HB of SEBI Act. The text of the afore

mentioned provisions is reproduced hereunder;

Section 15HB of SEBI Act: - Penalty for contravention where no separate penalty
has been provided: Whoever fails fo comply with any provision of this Act, the rules or
the regulalions made or directions issued by the Board thereunder for which no
separale penally has been provided, shall be Nable to a penalty which shall not be less
than one lakh rupees bul which may extend lo one crore rupees.

91, Molicees are, therefore, required o show cause as to why an inquiry should not be held
against it in terms of Rule 4 of the Adjudication Rules and why penalty, if any, be not be
imposed on it under the provisions of Section 15HB of the SEBI Acl, for the aforesaid
alleged violations by it

92, Moticees shall submil the reply to the Show Cause Nolice supporied by such
documentary evidence, which they may like to adduce in support of the reply. within
fifteen days {15) from the date of receipt of this nolice by them. Further, a soft copy of
the reply may also be sent via email at somami@sebi.gov.in and anjalid@sebi.gov.in. In
case no reply is received from Moticees within the prescribed time mentioned above, it

-
e
—
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shall be presumead ihat Nolicees have no submissions to make and the matter shall be
proceeded with on the basis of material/ facts on record.

93. Noticees are required to submit a copy of their PAN Card and contact details (contact
person, phone number, email details, fax elc.) for our records. Further, in case there is
any change in the address of Noticees or contact details during the period of the current
Adjudication Proceedings, the same may be brought to the notice of the undersigned
immediately,

94, Molicess may also note that a settlement mechanism is provided under the Securities
and Exchange Board of India (Settlement Proceedings) Regulations, 2018. If Moticees,
wish to avail the benefit of the settlement process, they may apply for the same in the
manner provided in the said regulations under intimation to the undersigned

S %WH{E_@____,
SOMA MAJUMDER
Adjudicating Officer

Encl: =

Annexure-1 Copy of communigue dated December 21,2020

Annexure-2 Copy of letter received by SEBI from CapitalVia dated July 07, 2015
Annexure-3 lf::np_;r of risk profile questionnaire of Dinesh Chaurvedi
Annexure-4 | Copy of risk profile questionnaire of Rehman Mohideen
Annexure-5 Copy of email dated June 4, 2015 by Mahadeo Sadafule to SEBI
Annexure-6 Copy of email dated June 5,2015 by Mahadeo Sadafule 1o
Capitalvia

Annexure-T Copy of email dated June 11 .20 1"5#%’55;:@% to Mahadeo
| Sadafule

' Annexure B Copy of email dated June 11, 2015 sent from Capital\Via to

| Mahadeo Sadafule

" Annexure 9 | Copy of email dated January 21. 2015 sent from CapitalVia fo
| | Mahadeo Sadafule
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Annexure 10

Copy of email dated August 27, 2015 sent from CapitalVia to SEBI

Annexure 11 | Copy of post dated cheques issued in favor of Mr Mahadeo
Sadafule by CapitalVia

Annexure 12 | Copy of letter dated July 17, 2015 from Capitalvia to SEBI

Annexure 13 | Copy of informaltion given in website of Capitalvia

Annexure 14

Copy of letter dated November 5,2015 from CapitalVia to SEBI

Annexure 15 | Details of clients from whom authorization was received by
CapitalVia to frade on their behalf

Annexure 16 | Copy of letter dated July 07,2015 from CapitalVia to SEBI [l

Annexure 17 Copy of letters dated July 02,2015 from CapitalVia to SEBI

Annexure 18 | List of employees and department wise breakup of employees of
CapitalVia .

Annexure 19 list of productwise fee collected by CapitalVia i

Annexure 20 | Details of the products and amount of fee charged by CapitalVia for -
each product

Annexure 21 | Copy of authorization emails from clients !
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