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ADJUDICATING OFFICER Board of India
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11/08/2022
KANKRIYA CONSTRUCTION PRIVATE LIMITED
PAN: AADCR7607Q

20 B BRITISH INDIA STREET 5TH
FLOOR KOLKATA KOLKATA WEST
BENGAL 700069

Email Address: kankriya.e@gmail.com

Show Cause Notice under Rule 4(1) of the SEBI (Procedure for Holding
Inquiry and Imposing Penalties) Rules, 1995 in the matter of dealings in
illiguid Stock Options (ISO) at BSE

PART-A

Securities and Exchange Board of India (SEBI) has initiated Adjudication
Proceedings against you (Noticee), under SEBI (Procedure for Holding Inquiry and
Imposing Penalties) Rules, 1995 (Adjudication Rules) for allegedly violating
Reguiations 3(a),(b),(c),(d) and 4(1), 4(2)(a) of SEBI (Prohibition of Fraudulent and
Unfair Trading Practices relating to Securities Markets) Regulations, 2003 (PFUTP
Regulations), in the matter of trading in illiquid stock options at Bombay Stock
Exchange Ltd. {BSE).

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).

Pursuant to investigation, it was observed that during the investigation period, there
were trades executed in BSE Stock Options Segment involving reversal of buy and
sell positions by clients and counterparties in the same contract (refer Paragraph
6 of Investigation Report/Annexure 1). The reversal trades involved squaring off
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trades (either buy or sell), with significant difference in the price. You are one
among the entities who induiged 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.

4. In this connection, the undersigned was appointed as Adjudicating Officer under
Section 15-1 of the Securities and Exchange Board of India Act, 1992 (SEBI Act)
to inquire into and adjudge the alleged violations by the Noticee and determine
whether penalty under Section 15HA of the SEBI Act is liable to be imposed. Copy
of communication appointing undersigned as Adjudicating Officer is placed at
Annexure 2.

5. All the entities identified by the investigation including you, indulged in reversal
trades. Your trade details including the trade dates, name of the counterparties,
time, price and volume are available in columns B, E/G, M, P and Z respectively of
the Reversal Trade Data placed at Annexure 3. Additionally, a summary of your
reversal trades in the Stock Options contracts executed during the investigation
period is placed at Annexure 4.

6. In view of the above, it is alleged that the Noticee herein, by indulging in 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), 42)a) of PFUTP Regulations.

7. The aforesaid alleged violations, if established, make the Noticee liable for
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“Penalty for fraudulent and unfair trade practices.

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

(Emphasis Supplied)

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

In compliance with the above directions of the Hon'ble Securities Appellate
Tribunal, SEBI has introduced a 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 llliquid Stock Options. The said scheme proposes payment of 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 5,00,000/- base amount + 10,000 per

contract
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* You may refer fo the relevant Annexureftable of the SCN which contains a summary of the contracts you
enfered to determine the applicable slab for sefflement.

10.The period of the SEBI Settiement Scheme, 2022 will commence on August 22,

11.

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, 2015, against
whom enforcement proceedings have been initiated and are pending. In case you
wish to avail the benefit of the said Scheme, you may access the details of the said
Scheme, which would be available on the website of SEBI i.e. www.sebi.gov.in,

during the said period.

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

SEBI website or send email to scheme2022@sebi.gov.in .

12.1n 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.
T ghit, e
J Ashok Kumar
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
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Anbexuve |

An Interim order dated August 20, 2015 (hereinafter referred to as “Interim order”)
(placed at Annexure 1) was passed by SEBI in the matter of Iiliquid Stock Options
restraining 59 entities from buying, selling or dealing in the securities markets, elther
directly or indirectly, In any manner, til further directions. Confirmatory orders: deted
July 30, 2016, August 22, 2016 and Augut 24, 2016 (hereinafier referred to as
"Confirmetory order™) (placed at Annexure 2) in this regard, were passed by SEBI
confirming the directions Issued vide aforementioned Interim order against all 69
entities. ,

Afer passing of Interim order, ISD forwarded the matter to VD for necessary action.

Subsequent o passing of aforementioned [nterim order agalnst 59 entities, SEBI also
passed an interim order dated February 17, 2016 (placet at Annexure 3) against 22
trading members In the same matter of Hiiuid Stock Options. However, the ssid order
was sel aside by Hon'ble SAT vide Hs. orders dated February 25, 2016, March 04,
2018, March 09, 2018, March 14, 2016, March 15, 2016, March 18, 2016 and April 05,
2016 (placed at Annexure 4). Thereafter, SEBI challenged the aforssald Hon'ble SAT
order In the Hon'ble Supremé Court and Hon'ble Supreme Court vide Its order dated
July 01, 2016 (placed gt Annexure 5) directed SEBI fo pass ancther order after
hesring the concerned and also directed that tlll SEBI decides the case
pending before it, the order passed by SAT shali remain operative. - '

. Thereafter, SEBI passed snother order dated August 12, 2016 (placed at Arnexure 6)

in the matter of frading membere In Aliquid Stock Options wherein it was mentioned
that reversal transactions have diminished on BSE Stock Options segment pursuant to
regulatory intérventions end BSE had taken various coirective measures including
discontinuation of weekly stock options contracts and Introduction of Reversal Trade
Prevention Check system for tha equity derivatives segment. In the said order, no
interim directions 4 against the 22 trading members and R was mentioned
that a final view for & ate action shoukl ba taken after completion of ongoaing
investigation In the matter. This matter Is being dealt separately in "Investigation In the
matter of certain Trading Members In liliquid Stock Options™. The present report deals
with the trading activities of certain entities in Hlliquid Stock Options.

Pursuant to investigation by IVD, the following Is noted:
The voiume In the BSE's Stock Options segment incregsed significantly during the
year 2011-12 when BSE Introduced "Liquidity Enhancement Incentive Programmes"
(hereinafter refemed to as "LEIPS") In lis derlvetives segment. (Page 13-14).
During investigation; it is observed that majority of the volume that was generated in
BSE's Stock Opfions segment during the |.P. was ariificlal volume that was generated
by laige scale execution of reversal trades / non-genuine trades {54.68% of tolal
market volume) by large number of entities (14720 entities). However, this generation
of artificial volume was not resiricted fo any specific contract or between any specific
set of entities. This executing of reversal trades was a market wide phepomenon that
existed in BSE's Stock Options segment during the L.P. (Page 7-13)

i) The aforementioned execution of reversal trades on a large scale wes noticed by

SEBY's survelllance system and an Interim order dated Auguet 20, 2015 was passed
against 50 top entitles that had contributed fo artificlal volume by executing reversal
trades. (Page 2-4) -

lv) After passing of intérim order & Confirmatory order by SEBI, BSE discontinued the

investigaiionin the metter of fraciny ACHYIUCS Of CRIRIe FIftier I IRQIRG SIOCK UDUORS |

LEIPS scheme from the Stock Options segment with effect from October 16, 20)8-ae

755
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qation in the matter of trading activitles of cettain entities in Hilguid Stock Options (02 case)
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[ntroduced the system of Reversal 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 deciined and reduced to nil during 2016-17. (Page 14-18)

v) BSE falled to identify the reversal trades that were axecuted in its Stock Options‘
segment during the L.P. and the market integrity in BSE's Stock Options segment was
breached. it Is noted that BSE took the comective measures only after SEBI observed
the Irreguiar trading patierm and passed Interim orders restraining several es and
trading members from accessing the securities marksts. (Page 13-16). « .

i) The generation of artificial volume In BSE's Stock Options segment during the 1.P. by
axecution of reversal frades was a market wide phenomenon and not restricted to any
specific contract / entity. Further, the corrective actions to address the same have aiso

been taken by the exchange. Hence, directions issued we 11(1), 11(4) and 118 of
SEBI Act, 1992 against 59 entities vide interim order dated August 20, 2015 and
conﬂmawk:éry orders dated July 30, 2016, August 22, 2016 and August 24, 2016 may
be re .

i) The metter may be referred to SEBI's Market Reguiation Department (MRD) to
examine the fallure of BSE In ensuring market integrity in its Stock Optlons segment
and to identify any possible policy changes fo prevent such similar kind of trading
pattern {contsibution fo volumes through reversal trades { non-genuine trades) to occur
on the exchange platform.

The detalis of the Investigation are glven below:

1. Backaround of the cage: As a part of ongoing survelliance, SEBI came across several
instances / internal alerts wherein & set of entities were consistently making loss by their
trading in options on individua! stocks which are listed on the BSE. Trading of these
entities appeered abnormal because they were conglstently seen making significant
lossbythairtradeswmchwmwversedmmlhesameountemuﬂa either on the
same day or the hext day. OnanalyslsofmeslaokopﬂomsagmentofBSEforme
period April 1, 2014 1o March 31, 2015, ltwasobsemdthatthsremmmeml entities
who consistently made significant loss and others who consistently mede significant

by executing reveraal trades In stock options on the BSE. The entitles that made &
loss or profit of mors then Rs. 6 crore in the stock option segment on account of
reversal transactions were shortiisted for further examination. The following was, inter
alla, observed by 1SD in the sxamination:

i) The loss-making antities were trading mainly in options en 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.

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

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

versa.

w) As the first leg of these reversal trades, these loss-making entities were malnly seen
selilng stock options without any corresponding offsetting position in the underlying

__scrip. In many cases, these oplions were sold at unreasonabiy »w prices.

IVD/ID-8/2016-17/73
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v) In the second leg of the reversal trades, the options once sokd by an entity. at
unreasonably low prices were subsequently bought back on the same day or on the
next trading day at substantially higher prices when compared to the first leg sell
price. '

vi) In ceriain instances, variations fo the above pattern were seen which inter-alia
included loss-making entities Incuming loss by buying the options first instead of
selling them.

vil) Further, during the pericd-when stock options position was Kept open, there was no
significant change in the price of the underlying scrip to Justify the difference
between the prices of the two legs of the reversal trade.

villjThe trading done by lose-making entities In stock options In the above manner,
accounted for significant proportion of thelr overafl trading on that segment.

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

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

Subsequent to passing of aforementioned Interim order against 59 entities, SEB| aliso

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

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

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

14, 2018, March 16, 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 deted February 17, 2016:

1) As per Table-2 set out in the impugned order, In all 125684 clients had traded through
22 stock brokers during the period from 01.04.2014 till 30.08.2015 and out of 12584
cllents, 11228 clients of the 22 stockbrokers did reversal trades in the stock options
segment whereby abnormal trading profit has been caused fo one set of clients and
abnormal loss has been caused to ancther set of clients. If 11228 clients of 22 stock
brokers have indulged {n abnormal tfrades which are detrimental to the interests of
the securities market then the WTM of SEBI ought to have passed restraint order
against those clients first and then procesd against the stock brokers to find out as
to whether they were parties to the objectional trades carried out by the clients.

if) If SEBI finds It difficuit to take action against 11228 clients who are alleged fo have
indulged in non-genuine trades without carrying out further Investigation, then, by
applying the same yard sfick, SEBI could not have passed ex-parie order against the
stock brokers when the Investigation le still in progress.

iil) ¥ the prima facle view is that the trades of tha 11228 clients were not genuine, then
to take action against 22 stock brokers but not against the 11228 cllents amounts to
applying double standard l.e. one standard for the stock brokers and another
standard for clients, which Is not proper.

SEBI challenged the aforesaid Hon'ble SAT order In the Hon'ble Supreme Court end
Hon'ble Supreme Court vide its order dated July 01, 2016 directed SEB| to pass
another order after hearing the concerned entities and also directed that till SEBI
decides the case pending before It, the order passed by SAT shall remain operative.

Thereafter, SEBI passed another order dated August 12, 2016 in the matter of trading

members in illiquid Stock Options wherein it was mentioned that reversal trans actions
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have diminished on BSE Stock Options segment pursuant to regulatory interventions
and BSE had taken various corrective measures including discontinuation of weekly
stock options contracts and introduction of Reversal Trade Prevention Check system for
the equity derivatives segment. in the said order, no interim direclions were issued
against the 22 trading members and it was mentioned thet a final view for appropriate
action should be taken after completion of ongoing investigation in the matter. This
matier is being dealt separately in “Investigation in the matter of cerfain Trading
Members in Hliquid Stock Optione”. The present report deals with the trading actlivities of
certain entities in liquid Stock Options.

pe

Focus and Period of the Investigation: The focus of the investigation was 1o ascertain
the whether any of the suspected entlties have violated the provisions of SEB] (PFUTP)
Regulations, 2003 during the period April 01, 2014 to March 31, 2015.

However, SEBI in its Interim order dated August 20, 2015 in the matter of llliquid Stock
Options recorded the following: “The investigation shall also cover the examination of any
other entily executing similar fictitious trades in the stock options segment.” Further, SEBI in
its Confirmatory order dated August 22, 2016 iIn the matter of Miquid Stock Options
recorded the following: "The fact that certain enmtities have been left out of the interim order
does not signify that they are outside the scope of SEBI's investigation or have been exonerated.”
In view of above, the focus of the investigation is taken as "lo ascertaln whether any of
the entities have violated the provisions of SEBI (PFUTP) Regulations, 2003".

The period of examination as taken in Interim order was April 01, 2014 to March 31,
2016. Further, SEBI in its interim order dated February 17, 2016 in respect of Trading
Members in the matter of lliquid Stock QOptions had extended the examination period.
The examination peried as taken in the aforesald order dated February 17, 2016 was
Aprit 01, 2014 to September 30, 2015. Since the matter of llliquid Stock Optlons and
Trading Members In liliquid Stock Options are refated, the period of investigation for this
report is taken as April 01, 2014 to September 30, 2015 (hereinafter referred to es
“Investigation Perlod” or "I.P."}

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

3. ]dentification of Entitles: In the Interim order, the following 5B entities were Identifisd:

Tabi_e_"'r-'ﬂ'st of entitles agalnst whom acfions ware taken in the interim Order

____ Loss making Entities B Proftt making Entities
S, [Entity Name EnttyPAN (& {Entity Name Entity PAN
(1_|Adarsh Credit Co Op Boclely Limitsd | AAAJAO2ZBB) |35 |N M impex Pvi. Ltd. - AABCNOS4 1M
2__|Riddisiddhi Bulfions Limited AAACRS727L (38 [Vislori § iron Pyt Lid, AABCV4731R
3 _{Bharpl Jayantilal Patel AAAPPGBEZR |37 |Urmang Nemani , PN7213K
4 IQuestParners AAAFQ3174B |38 |Vap Udyog Pyt L. AABCVE318G
6 _|Gajanan Ente{prises AAKFG7505A |39 |Shir Corhimodities & Futuras (P)itd. ‘ '
6 [Kundan Rice Mills Limited AAACKTOBEP |40 .
7|1 B Overseas AAIFIBEETS (41 Ld
8 IReghav Comnodies , {AARFR1409D |42 L.
9__|Woodland Retals Private Limited AABCW1644A (43 |Evergrowing iron & Finvest Pyt. Lid, _
10 _|Jakdoop Halwasiya AAWPH1706L |44 |Rabanshi Treding AQEPRO750Q
11 [Kundan Care Products Limtted AACCKAT43R {46 |Tradetulls Enarprise Pvi Lid. ECT2124M
12 | Anand Mining Corporation AAGFADB7Q [46 |AviiiSaha DCIPE3813Q
53 |Msahakeleshwar Mines & Metals Pvt Lid {AAHCM1276E |47 | Ketan Ramanis! Shah Huf AACHKET24K
14_| Anantnath Vincom Private Limfied AAKCA2148A [48 |Sieel Crackers Py, Ltd, AADCSGO83F
15_[Pasha Finance Pvi Lid AACPE316P |49 _[Prime Gold Intemational Lid. - AACCK3756F
@ . Bams & Jewelers Privale Limiled |AAFCASB87D (50 iRa) Ratan Smaliers Pvt Lid AADCR2689N
R
:76‘ : s fi id o
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No [Entity Nams | EnttyPAN [ |Entity Nams Entity PAN
17 | Skeet Comsec Trading Lip _|ACBF568068 |51 [SoumbhHBor ADIPB7683R
18_{Ashok Kumar Damani ACXPDBOSIR |52 [Edan Trading Services Pvt. Lid. AADEC1272A
1§_[Vinay Ramanial hah Huf AABHVBOO7P {53 _{Mammon Pvi.Lu. AAGCMS6I5G
20_|Swasn Private Limked AAECS4024R_|5¢_|Bhaweni Farrous Pl AAGCB3380A
21'4_me'? Sheth ﬁasm_ K |85 _|Vep Steel Pvi Lad AACCTZBB1K
| Sen _ AANFS8202C |66 _|Panom Steel Pvi Lid. AAACPBSGZR
ndecp Khemka -~ ACBPKD40F |67 | Despak Natvartal Panidiyanl Hif | AAJHPS2SIL

anclv Ivestment Private Limited  [AACCG2017C |58 [KiiRamiiKotharl __  |AAEPRI2TAC
Reshl Commerciel Company — |AAAFR1026K |60 _[Umiesh Malars ___ |BOHPM5310A

HEREEREREREER

{ T - - e 1

in the above tabls, entities appearing at 8. No. 1 to 34 were categorised as "Loss
meking entities” Le. those entities that had made a loss of Rs. 5 crore or more by
axecuting reversal transactions in BSE's stock options segment during the period April
01, 2014 to March 31, 2015. Further, entities appearing at S. No. 35 fo 50 were
categorised as "Profit making entities” i.e. those entities that had made a profit of Rs. 5
crore or more by executing reversal transactions in BSE's stock options segment during
the period April 01, 2014 to March 31, 2016,

However, as mentioned at Para 2, in light of the directions in the Interim order, this
Investigetion covers the entire frading happened in BSE's Stock Options segment
during the L.P. This includes the trade analysis of all entities that have traded in BSE's
Stock Options segment during the I.P. (including the aforementioned 59 entities).

Trading in BSE's Stock Optlons segment during the Investigation Period -
Trade data of BSE's Stock Options segment during the 1.P. was obtained from BSE
(placed at Annexure 7) and the foliowing Is observed:

Table 2 - Trade data of BSE' Stock Opfions segment durfng the LP.
. Total No. of unique conimcls traded j the I.P. 23,885
‘ TelP, . ' ‘ 8,

otal No. of rades during [

s 1 'I “IDP: .
Narnaver = sum total of

Premhun (Prm -mamm)ﬁrau Rurtvg tha 1P,
* Nowinal Turnover = sum total of [(Strike Price + Premuum value) * quantity of each trade] for ali contracts
during the LP. )

From the above table, It is observed that during the |.P., 21,652 entities traded in BSE's
Stock Options segment in 23,885 different contracts with number of trades being

3,58,372 and total tumnover of Rs. 7,204 crores.

Identification of Reversal Trade / Non Genulne trades and Reversal Trade
Quantity / Artificial volumeé - Reversa) trades have been classified as those trades in
which an entity reverses its buy or sell positions in a contract with subsequent sell or
buy positions with the same counterparty during the same day. For the sake of clarity,
contract is shorflisted (i.e. "HDIL14NOV100.00CEW2") and all trades that were
exacuted In this contract during the P, Is shown below: : e,

: ety

{

|
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Tabie 3 - Detalls of trades exetuted (n the contract "HDIL14NOV100.00CEW2" during the L.P.

X

Date

Trade Teade
o T
'?1‘:2 hglatll rder | o de Time [Rate tin] 7292 IValue (in

Buyer Seller Quantity My

12/11/2014 |Infraprojects

Ramdul )

inrape Services Ltd 15:21:01.94|16:24:26.73] 15:24:26.73]  1.1] 120000{ 132000|

134 1/2014 Einancial lShaIinIJnln 10:54:35.77 10:54:41.95‘ 10:54:41.85]  1.25 400000] 500000

181172014 [PINOhNOS g qiry jain  10:6428.95 10:5441.05] 10544105 0.4] 4000 400

Adihemshree

13/14/2014 |Financal Is":m""”"““‘ 12:41:12.4812:11:41.70] 12:14:49.700 115 4s000| 55200

Samarth

Services

13/11/2014 Financial

‘;:::"Kh’““‘ 12:1040.63]12:11:49.70| 12:11:4170] 12| 4a000] 57800

Samarth l
Services

131 4/2014 Kanan Samarth Financial

nik Shah |8ervices 12:19:27.36 12:18:30.76] 12:13:30.76/ 0.05( 48000 2400

Kanan
131172014 Khanik Shah

Services 12:1327.38|12:18:38.37| 12:12:38.37|  0.05| 44000 2200

Al

7,12,000 7.49,800|

Below mentioned are some of the observations made from the above table:

In total 7 trades were executed in the contract "HDIL 14NOV100.00CEW2" during
the L.P. Out of 7 trades, Samarth Financial Services placed a buy order of 96,000
units of Put Option of contract "HDIL14NOV100.00CEW2" on 13/11/2014 at
12:11:41 pm. This buy order got matched with pending 2 sell orders of Kanan
Khanik Shah in the same contract for a total of 96,000 units. This resylted in 2
trades with total trade quantity of 96,000 units and trade value of Rs. 1,12,800.

. Thereafter, on the same day, about 2 minutes later, Samarth Financlal Seivices

placed a sell order of 92,000 units of confract "HDIL14NOV100.00CEW2" which
gol matched with comesponding 2 pending buy orders of Kanan Khantk Shah in
the same contract for a total of same units. This resulted in 2 trades with totel
trade quantity of 92,000 units and trade value of Rs. 4,600.

. The remaining 3 trades in this contract during the LP. were executed beiween

different set of entities and were not reversed by them.

. From the above, 1t can ba seen that total number of non genuine tfrades that were

executad in the contract "HDIL14NOV100.00CEW?2" were 4 (trades shown at 8.
No. 4 to 7 at Table 3) and total artificlai volume gensrated through such non
genulne trades was 1,84,000 units (48000+ 48000+ 44000+ 44000).

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

in the above contract Is shown balow:

Table 4 - Entify wise contribution to non genuine trades snd arfificlal volume in the contract
*HDIL{14NOV100.00CEWZ" during the LP.

Artificial “TNumbBer |% of artificial voiume 1% of numbsr of
8. Entity Name volume of Hon  |generated through non [non ganuine
Mo, through non  |genulna {genuine trades to total |trades {o total
gahufne trades {trades  Imarket volume market trades
1 |Samarth Financial Se/vices . 1,584,000 4 25.84% 57.14%
2 _|Xanan Khanik Shah 1,84,000] 4 26.84% 57.14%)
Total Non genuine trades 1,84,000| 4 26.84%)| 57.14%)

From Table 3, 1t Is observed that trades at S. No. 4 to 7 aro considered as non
genulne trades. Fusther, out of 4 non ganuine trades, Samarth Financial Servicas
was involved in all such 4 trades (by appearing as buyer in 2 rades and as seller
in 2 trades). Hence, it is concluded that Samarth Financial Services was Involved
in 4 non genuine trades and generated artificiel volume of 1,84,000 through
reversal trades. Similarly, Kanan Khanik Shah was also involved in 4 noh genuine
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trades end generated artificial volume of 1,84,000 through reversal trades. Hence,

the aforementioned two entities have violated Regufations 3(a), (b), (c), (d), 4(1).
4{2)(a) of SEBI Prohibition of Fraudulent and Unfair Trade Practices relating fo

Securities Market) Regulations), 2003,

8. Analysis of Reversal trades / Non genulne Trades during the LP. - The modus
operandi that wae identified In the Interim order and Confirmatory order was that certain
enfities had continuously made profits and certain entities had continuously made
losses by reversing their trades or executing reversal trades in various individual Stock
Options contracts on BSE's Stock Options segment. In the Interim order, these reversal
frades were also referred to as “non-genuine 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 1.P. was 23885 contracts. The
detalls of trading in such 23885 contracts are shown in table below: :

Table 5 - Detolls of trading In all contracts of BSE' Stock Options segmont during the L.P.

23,885

Re. 7,204.65 ﬂuu =
1,510.96 cto;;;
'__z._ﬂ%a'ﬁ
626.21 crore
81.38%

86 Involved In sxscuting non genuine trades 14720

‘From the above table, the following is observed: '

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

if) Totel artificial volume generated though such Non genuine trades was 54.68% of
total raded volume in BSE's Stock Options segment during the I.P.

i) Out of 21,652 antities that had traded in BSE's Stock Options segment during the
1.P., 14,720 entities were involved In exeouting such Non genuine trades.

[Number of

7. Contract wise analysis of trade data during the LP.- Total number of unique
contracts that were traded during the I.P. In were 23885 contracts. It may bs noted that
trading In one contract may or may not Impact trading in another contract since
contracts are unique In terms of underlying stock, sirke price, explry date etc. Further,
out of 23,886 contracts, there would be certain contracts In which the number of trades
would be minimal (as the total trades across all contracis during 1.P. wers 3,58,372).
Hence, analysing trading in each conlract separately would not be feasible. Therefore,
the contracts are first classified based on the number of trades executed in each
confract and then the analysis of separate categories of confracts is done. The
contracts are categorised based on the number of trades in each contract as shown

below:
Tabie G - Categories of contracts based on number of trades In éech contract

g [Classification of Number - Number | Number

No. [sontracts by of Turmover (in Rs.)| Traded Quantity |of of entities
number of trades |contracts I— trades

1 |>5000trades [ . - 8 22,66,20,0501. 1,30,11,500

2  [1001-5000 trades 56 57,88,68,088 3,19,05,375] 1,04
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5 Classification of {Number Humber | Number

N;: . |contracts by of Turnover (in Rs.) {Traded Quantity |of of entities
* |number of trades _|contracis trades | traded |
3 |101-1000 trades 82 £4,10,16,313 11,21,06,750| 41,226 554
4 161-100 trades 136 456,04,80,094 67,28,33,976| 8,854 2,085
5 141-50 tredes 113] 211,87,26,388 36,68,28,000] 5.062 1,742
(6 |31-40 trades 270]  421.22,03,238 04,76,15,200] 9433 3,300
7 121-30 trades T28 766,84.32,419 .163,53.,@,459 17,081] ©~ 5,560
8 |11-20 trades 28911 1709,37,05,926 405,62,68,874} 41,828 10,288
8 [1-10tradss 19604] 3493,73,37,363 730,62,94,938| 76,618 13,870
Total Market 23885] 7204,64,78,847]  1510,06,88,571]3,58,372 21,852

From the above table, it is observed that maximum trading in terme of turnover had
happened in contracts in which the number of trades are less than 10 trades in each
contract. It is evident from the fact that out of total trading tumover of Rs. 7204 crore
(approx.) In BSE's Stock Options segment during the 1.P., Re. 3493 crore (48.49% of
total market) was contributed by coniracts in which the number of trades was between
1-10 trades each. The total number of such contracts was 19601 contracts out of tolal
23885 contracts in which trading happened during the L.P.

The aforementioned classification of contracts was 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 |.P. (1.e. contracts shown at 8. No. 1 to 3 in above
table). Since the number of trades In each of thess contracts is more and
consequently the number of entities trading In each of such contracts was also
more. Hence, trades happened in these contracts were analysed in detall fo
identify any manipulative patiemn.

ii) Group B Contracts - Includes all such contracts in which number of trades was
squal to or less than 100 trades during the L.P. (i.e. contracts shown at 8. No.4to
9 in above table). In Group B Contracts, the number of trades happened was very
less and consequently the entities trading in each of such contract was also less.
in such a scenario, there is high poseibiiity that the buy / gell orders placed by one
entity get matched with the same entity or with & few entities only who had traded
in such conftracts, Hencs, the percentage of artificial volume through reversal /
nor~genulne trades to total trading volume would be very high. Howsver, this may
not be called as manipulation as the number of entities trading in each of such
contracts wouid be very few and the reversal trades are bound to happen in such
scenario. Further, In Group B confracts, the chances of repetition of any
manipulative pattern (In terms of reversal / clrcular trades) by any particular entity
in 2 particular contract are aiso limited as the total number of trades happened [n
each contract is less (less than 100 trades).

7.1.Analysis of trades in Group A Contracts - As mentioned above, Group A contracts
refars to all such contracts in which number of trades was more than 100 trades
during the I.P. The number of such contracts during the |.P. was 148 contracts, The
detalls of trading in such 146 contracts is shown in table balow:
Table 7 - Datalls of trading s Group A contracts during the LP.

Classification of contracts : TOTAL
5000 1001-5000 [101-1000 (>100
Particulars trades trades trades \trades)
Number of contracts ' 8 &6 82 146
Total Number of entities « 2B B0 654 614
Rs.227| Rs. 578 Rs. 84.1] Re. 144.85
o crores CIofes crorss Crornes
TR IVD/ID-8/2016-17/73
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[cts on of coritracis ' 1 T TToTAL
Particulars - m1ﬁ4W' {>100

trades frades trades trades) .

3,18,84,500] 4,80,73,750] 8,
90.97% 98.95% 96.70% 90.28%

99.97%| 99.97%|  40.47% 57.27%
= EIE 279
From the above table, the following is observed: | |

) Almost all trades that had happened in category of contracts with more than 1000

frades each were non gefuine trades. Further, the artificlal volume generated
through such non genuine trades was also 9.97% of total frading volume in such
confracts.

) In category of contracis with trades between 101-1000, the number of non
genuine trades executad was 96.70%, however, the artificial volume generated
through such trades was 40,17% total market trading volume In such contracts,

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

iv) The total number of entities that were trading in Group A contracts was 614
entitles and out of these 279 entities were indulged In executing non genuine
frades,

7.2. Analysis of trades in Group B Contracts - As mertioned at Para 7, Group B
contracts refers to all such contracis in which number of trades was equal to or less
than 100 trades during the I.P. The number of such contracts during the LP. was
23739 confracts. The detalls of frading in such 23739 contracte is shown in teble

tTladed Quanily 1,30,11,500] 3,19,05,375|14,21,06,760] 15,77, 13,628
umber of trades ' 52,858 1,04 .4 . 1,088
L—?— ae ‘ 1 1,987,189

Arifticly rouch Non o T .'{jaﬂ.m:g"'d

below:
Table & - Detalls of trading in Growi B contracts during the LP. . ,
Partioulare - TOTAL (<100 fraces) =
Number of contrects , . 23,730
Total Number of entilies 21,526
fumave 069.90 ¢
Traded Quant! 1,495
jumber of jracee 1,80, 754
| Artificlal volume generated through non genuine rades __B817.21 crores
of enuine tradas {o total number of marked frade ) 50.12%
% of artificial volume generated through non genuine trades | 54.85%
fo total market volume -
umbsr of entities involved in non genuine trades 14,678

From the above table, the following ie cbserved;
{} Percentage of non genuine trades was 59.12% of total trades that were executed
In Group B coniracis during the I.P. .
ii} Adificial volume generated though such non genuine trades was 54.65% of total
traded volume In Group B confracts during the |.P.
if) Out of 21,528 entities that had traded In Group B contracts during the |.P., 14,676
entities were involved in executing non genuine trades,
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7.3.Entities involved in executing non genuine trades across all contracts — As
mentioned at Table 5 of the report, it is observed that 14,720 antities were indulged in
executing non genuine irades during the L.P. A summary of non genuine irades

executed by top 10 entlties during the 1.P. Is given In table below:
Table 9 - Summary, of non genuine tradss execuied by top 10 entitles in ali contracts

Number artificl iad %ul‘“non
' : volume gene gonuine
8. \Entty PAN  [Entity Name i :::;"mumuuhnm tradas to
' frades genuine trades to tal market
toinl market volume (trades
1 (AAIEJEB51J |J B Oversess __ 80,70,27 4,068 2 1
7 |AABCNOE4 1M |N M impex Pvt Lid 24,67.42,600] 5,545 1,89 1
5 |AADGM7184M|Motisons Commodiies Pviltd | 22,46,06 330 14 0
% |ABOPN7213K |Umaria_Nemani 21,85 830 A5% 023
6 |AABCYS218G [VEP Udyog Pvt 11,55,37 0,76% 0.16%]
B |AALIPSE081E |Glmmest Sing 9,01,31 526 0.60% 0.15%)
AGBPKOB40F {Gyandesp, Khamka 74,80, 100, 058 0.08%
3 |AABCVATI1R [Vision Sponge tron Pvi Lid 844 053 0.15
0 |A2 Adarsh Credt Co Op Socety Lid | 7,87,21,672( 868 053 0.27%
10 |AAACE1267C [EVErO"oWid Iron & Firivest 7.80,58, zss| 0.52% 0.07%
Total of Top 10 antities T147,50,21,736] 14,016 9.70%], 4.08%
Grand Total - All Revorsal ] Non genuine Trades ‘ 54 $1.38%,

1,843 .
From the above table, It 15 observed that top 10 entities were involved in
executing non genuine trades that contributed 4.09% to total number of trades

contribution of top 10 entities to artificial volume generatad through non genuine
trades was 9.76% to total market volume during the L.P. it was also observed
that all the aforementioned 10 entities were part of thosa 59 entities against
which directions were Issued In the Interim order dated August 20, 2015.

Apart from the individual contribution of entities to market volume through non
genulne trades, the contribution of varfous unique pairs of entities was also

pairs of entities who have contributed maximunm to artificlal volume by reversing
their transactions across all contracts in the market during the L.P. are shown

table balow: .
Table 10 — Artificial volume generated by top 10 palr of entities during the Investigation
:;, Entity A Entity
4 Co! fies Pvi. Lid* (G Khemka®
2 {Umer nan}* Shi Sarvasaral Balaji Steels Lid.
3 [Motisons Commodities Pvt. Lid.* _[Calendula Teledsits Pvt. Ltd.
Loanaben Sureshchandra
4 Kachada Umang Mahendra Shah
Vindus Lid, Umang_Neinant®
6 |Shrea Ganesh Traders Cam Pyl Ltd.*
7 ‘Stocks Pvi. Lid. va Commodilies Pvi. Lid.*
P SR AT } el
B Ci Siock Lid.* Shrée Carash Tradens ] )
10_|Gop! Kishan Maten _ Mano] Pincha 1,58 .10%
Total of Top 10 pair of enties ) 25,69,89,000 1.7T0%
Grand Total - All Reversal / Non Genuins Trades 826,20,50,628 54.68%
[}

Represents those ontitios against which directions ware Issued In Interim order datad August 20, 2015
From the above tabie, it is observed that top 10 unique pair of entities have
together contributed 1.70% to markel volume and none of the gingle unique
pair of entitles have contributed more than 0.34% to total market volume. On

IVD/ID-8/2016-17/73
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analysing complete trade data of all contracts during the I.P., it Is observed that
there were 22660 different pairs of entittes who have contibuted 54.68% to
total market volume through non gsnuine trades.

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

Para7.1,7.2 and 7.3;

[) The percentage of non genuine trades executed to total number of trades was
higher in Group A contracts (99.30% of total trades) than in Group B contracts
(59.32% of total trades).

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

) Trades of alf entities across all contracts are analysed and it is observed that the
top most unique palr of 2 entities that have contributed fo artificlal volume had
contributed 0.34% to total markst volume and top 10 pair of entities, contributed
1.70% 1o market vofume by executing reversal trades. Hence, no concentration Is
seen between any specific set of entities who had contributed o artificial volume
through reversal trades. Howaver, a large number of ertitles (total 14720 entities)
were éngaged in generation of artificial volume by executing reversal tfrades.

In view thereof, it is concluded that majority of the volume that was generated in
BSE's Stock Options segment during the L.F. was artificial voiums. A fotal of 14720
entitles were Involved in executing non genuine trades thereby violating Reguiations
3(a), (b), (c), (d), 4(1), 4(2X=) of SEBI Prohibltion of Fraudulent and Unfalr Trade
Practices relating to Securities Market) Regulations), 2003. However, this artificial
volume was not restricted between any specific set of entities. This execution of
reversal frades was a market wide phenomenon that existed in BSE's Stock Options
segment. Further, SEB! passed directions against top 59 entities vide Inferim order
dated August 20, 2015. The same s discussed at Para 8 of the report. it Is also
observed that after passing of aforementioned Interim order by SEBI, various
measures have been taken by the exchange 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 besing 2 market wide phenomenon, no action Is
recommended In the matter. Hence, directions Issued u/s 11(1), 11{4) and 11B of
SEBI Act, 1992 against 59 entlities vide interim order dated August 20, 2015 and
Confimatory orders dated July 30, 2016, August 22, 2016 and August 24, 2016 may
be revoked.

8. Analysis of tracle data of 59 entities against whom directions were issued In
Interim order and Confinmatory order -
In the Intetim order and Confirmatory order, directions were issued against 58 entities.
A summary of reversal trades executed by these 59 entitles In all Stock Options

contracts during the 1.P. is given in table below”
Table 11 - Summary of Non genuine trades exscuted by 5@ entities agalnst which diractions were

Issued In Interim and Confirmatory order

Numbsr of [% of artificial vohame |% of non -

8. . Artifictal Non nerated through uine
No. Entity Nare volume genuine g:n ganulno trades io frad fo tota]
i trades  |total market volume . market t
70, 0] 4958 . 1.38%)
2 2500] 5545 _1.83% 1.56%)
230) 1 .0.08%

21,85, _ 1 0,23
11,6637 A -]
i r, ‘ ' HHauid Sto Bt I N
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From fhe above table, it 1s observed that the percentage of artificial volume
59 entities ranged between 0% to 2.03%. Howaver, it
0 that the meximum artificial volume generated by

axecuting non genuine trades by a unique pair of entities was 0.34% that was

generated by aforementioned
is also observed from Table 1

Number of [¥% of settficial volume (% of non
B. Entity Name Artificial Nan generated through gonuine
No. wvolume genulne  {Non genulna trades to to total
trades total market velume  Imarket tredes
8/Gurmeet Singt 9.01,31,204 528, 0.60% 0.15%
7iGyandes) B8,71,60,000 100 0,58% 0.03
§|Vision Spongs lron Pyt Lid. 7,806,587 a 0.53% 0.1
Adarsh Co Limited 7.897.21 Lu;lr 0.53% 0.2
10E wing Iron Pyi. Lid. 7 263 0.52% 0.07%
1 Pvt. Lid. 7, 142 0. 0.04%
12|Jui Ai Investments Pvi Ltd 7 493 0.48% 0.14%
13! jeshwar Mines & Metals Pvi Lid 7,24.36 456 0.48 . D.13%
14{Kundan Products Limked 7,17.60.7 (-] 7% 0.18%
15/ Xlon Gems & Jewelers Pvt Lid 7,18,45 1648 0.47% 0.48%
16{Shir Comymodities & Futures Pvi Lid. 23 D.41%, 0
1 Ral wmar Sheth 543,70 151D 0. 0.
1 Commargcial 5,24 23 608 228 1] 0.00%
19|Prtmé Gold Intemation Limited 12,15 1] 0.34¢ 0.03%
sen Futures And Pyt Lid 447,21 0.30% 0.08%
21 Stock Pvt. Lid. 400 [1] 0.02%
{ Pyl Lid. 30327 0.268%) 0.06%
23 Swaran nolal Pvi Lid. 837 as2 0.22% [:X
Anand poration 2841 208 0.22 .08%
5 Halwas 3,28,17 201 0.22% D.0B%
nmodilies 2.91.34,000 52 0.18% 0.15%
2 shi_ 2,81,17,500! 288] 0.15% 0.06%
Woodiand Retalis Pvt. Ltd. 2,79,81,000 B0 0.10%
Riddisidd Limhad 2,76,68,000 750 . 18%). o021
st Partnors . 2.756,50,000 1B% .14
31]Kundan Rica Mills Lid . 2,55 25,750 812 17% 0.1
ne Vinlrade Pvt Lid 2,21,43,600 0.16% 0.31
iy Patel 00, 288 0.43 0,11
il Ramji Kotharl i85 130{ 0.1 0,04%
Nouveld Sorvices Pyt Lid. 1 ) 0.42%! 0.09%
Saha 1,70,43 25 0.11% 0.07"
37/0m Sales Cor 1,59,87,500: 0.11% 0.01%!
. nl Fen Ly 1,58,96,600 0.11% 0.02%)
i ; Lid 1,54,19, 4 0.1 0.08
Stes] Crackers Pvi. Ltd. 114 10 ]
S H Bora 1,33.45,000 226 0.08% 0.08'
n | 13 0. 0.04
Savitr Sor 1 41 0.12
a4 . iai Shah Huf [ 000 118; 0. 0.
45/Anantnath Vincom Pvt Lid. 1 800
" 48| Gajanin Enténp 1,21,77,000 513 i 0.14%
47 ) itd. %,13,85,500, .08 .02
48 Lid 1 1 0.0 C__0.04
n Lid £3.26 ‘ 0.08% 0.02
Gandlv mvestmant Pt Lid. 45, 162 0. .
51 Damant §1,20,000] 104 0.05% 0.05%
52| Privasha Meven Finance L 75,715000, 1 0.05% <X
53| Deaiiak Natvarial Pankhivani Huf 71.27,000, 95 0.05% 0.03%
Sieal Pyibid 1 5572250 26| 0, 0.01%
Spvicas Lid. 51,09, )} 0.03 0.08
56(Tradebul : Pyl. Lid. 4547 180 Z%jL 1. 0.02%
it Comssc Tradiria Lio 13 16 0.01%! 0.
58{Umash Maiant ) 0.00% 0.
58|Gen Bes Securitieg P Lid . O .0 . 0,00% Q.
Total Of 58 Entities 140,77,18,880 26,994 17.08% 7.563%
Grand Total-_All Non genuine Trades 50 291,643 54.68% 81.38%
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generated by Motlsons Comodities Pvt Ltd (mentioned at S. No. 3 in above table)
and Gyandeep khemka (mentioned at S. No. 7 In above table). Further, artificial
voiume generated by top 10 unique pair of entfiies taken together Is 1.70% to market
volume. Hence, it is concluded that the generation of artificial volume by executing
reversal tradee / non genuine trades was not restricled to any specific set of entities,
However, it was & market wide phenomenon that existed in BSE's Stock Options

sagment. -

— - -
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fAetions taken pursuant to preliminary examination done by SEBI (ISD) in the
matter of llliquid Stock Options:
{SD conducted preliminary examination in the matter of llliquid Stock Optlons and
observed that certain enfitles were consistently making loss and certain entities were
continuously making profits by executing reversal trades in stock options on the BSE.
ISD had Identified a total of 58 such entities that were continucusly making profits /
losses by executing reversal trades.

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

VD/ID-3/2016-17173
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11,4.Conclusion - In view of observations made In the investigation, the following is
conciuded: .~
" 1) The volume in the BSE's Stock Options segment increased significantly during the
~  Year 201112 when BSE Introduced “Liquidity Enhancement Incentive Programimes”

! _ Juring the same time
SO _ﬁ',pﬁtockaﬂonese_gmqudedhedandmdumdtq\gﬂdqdqqzo'[e-_j,_.
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2016 and Confirmatory orders dated July 30, 2016, August 22, 2016 and August 24,
2016 may be ravoked.

and fo identify any possible policy changss to
pattem (contribution to volumes through reversal

The matter may be referred to
examine the failure of BSE In ensuring market integrity In ks Stock Options segment
prevent such similar kind of trading

trades / non-genuine trades) to

oceur on the exchangs platform,

SEBI's Market Regulation Depariment (MRD} to

12. Action Chart
Table 13 -
Nafure of of S8EBI
oy Nature of |Action
*  [Entity PAN Entity Name Findings in ActRulss/ - .
No, |[ENUW Ertet L Regulatio Evidence |Proposed
ns

1[AAAJADZE6) | Adareh Credit Co Op § -Limited Entities a1 8. Entitios

7| AMCRB?27L _|Riddisiadhi Bullions Limkted | No. 158 at 8, No.

3| AAAPPEG52ZR _(Bharat Jayantial Patel -50:

A|AAAFQ3174B [Quast Fm:s!!' Lhe uena{don dT;;daa l&s =
5{AAKFG7506A | Gajanan Eniomprises artificla - irections

AAACKTO08P |Kundan Rice Mils volume In Raply Issued u/s

e e
8 14080 v ) ) ‘

) mcw-nm oodiend Retalls Privais Liméed Wb:“"“ﬂ Tsf‘m
10| AAWPH1 Jaklecp Halwaslya ] £ =51 Acl,
19 743R_1Kundeh Care Praducts Limked m"":'m ;g:zmw
T2[AAGFADIBT | AN Tomoraton i vas s merket e
13 AAH%HTGE Mehakeleshwar Mines & Metais PYL 110, |50 ide
14 ABK! 14684 |Anantnath Vincom Private Liml phmommn interim
15| AAACPB316P {Pashe Finance Pvilid involving 14720 order

_‘}_MF D MGBE&J%WMLM. entities and not dated

7 858068 {SkeetComsecTradingLlp _____ lresiricted ust 20,
18| ACXPDEOBIR | Ashok Kumar Damanl BNy Mt: 2:1?5 and
19| AASHVEO07P__{Vinay Ramanial Shah Huf coniract/ Confimato
20| AAE! 4R_|Swatan Financial Privais Limiied entity. The 1y ordere
21 PS7380K | Virag Rajendraiumar Sheth comective daled July
29| AAN C {Saviir Seor _ actions to 30, 2018,

1AGBP op Khemka 'addmsm %‘a:s*t "'a‘?.
24 17C | Gandiv Investrment Private L same 8

26 1 Rashl Co | Comg '3.';5‘“ m bnstv ?0’?:“ 24,
26! Nikhi Jalen - may
27 141P |Rakesh K Baid to passing of be
28] AABCO1139C_{Open Fuiures And Derivatives Pvt. Lid Inderim order revoked.
20| AABCP5764C a Commodties P da",f :\WW‘

0] AADCN1TT4A | Nouvelis Advisory Services Pvi. Lid. 20, 2015.

ER Gok Siook Private Limited
32| AARPY434SF | Om Sales Comoration
33[AADCP19106 _|Promj Commodities Lid

34| AMQPSGE61E_|Gumaet Singh
25| AABCNOS4IM [N M I g,
26| AABCVATO1R | Vision Sponge fron Pvi. Lid.

371 ABOPN7213K_|Umany Nemani
38| AABCVES18G | Visp Udyop Pvt. Lid.
38| AAACU7802J)_ [Shiy Com: & Futures {P) Lid.

40 07600 |Jal Anhanye Investments Pyt Ltd.
21| AAUCS1804K | Surgshine Vintrade Pvt Ltd
22| AADCMT184M |Molisons Commoritias Pyt Lid.
43[AMACE1267C |Everiowing tron & Finyest Pvt. Lid.

"84 AQEPROT Rajbansh Trading

45| AAECT2124M | Tradebuills Enterprise Pvt. Ltd,
48|0CIPS3813Q _|Aviit Saha —
47| AACHKS724K _[Ketan Ramanial Shah Huf i
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n SECURITIES AND EXCHANGE BOARD OF INDIA Confidential
Natweof  |of SEBY
18. Fading ActRutes) [N8tre of |Action
No. Entity PAN Entity Name Brief In Rlalluﬂ:’ Evidence Proposed

" SEIAACCT2BBTK | Vap Siscl ot 1 1
55| AAACPEEGR 1Ps Steal Pyl Lid
- A A JL MBS - Fand =1 I3 -
2 oy - 3
i "[_ 2280l | Deoepak Natvar) Y
B8] AAEBR 3216 aml Kotharl -

[ 60| BDHPWESTOA Umesh Melarl

13. References to other department

iame of enill; ‘r".'."q. g

-

ESE Talied 1 Harih X _
B T e =
14. Past Actions Against The Alleged Entities (SEBI Action Taken Rep

SEBI ATR database has been checked on November 23, 2017 for all entitles mentioned in
Action Chart (Table 14) and the past actions are observed apainst the following entities:

No.m'".m Entity PAN

1 |Bharal Jayantils| Patel AAAPPBEBE2R

3 |Sand Frvale | ascoasotrc
i|¢ |Gyandesp remka |AGBPKOBsF  [AdTUkaEon & 118 Sulabh Engineers & Services Lid,
5 |Jaideep Hahwaslya AAWPH1706L W""B Sulsbh Englneers & Services L,
{8 K Rt Rt _ T80 ;
7 _|Nichi Jelan AADCP2042F Twilpht Lisies Pharms Limisd
8 |PanemSiesiPyi.Ltd,  |AAACPeBEZR e Suisbh Enginoers & Servioes Ltd,
sedings Ve ERa T
9 |Soursbh H Bora ADIPBT6E3R ;:oeumon&ﬂa Snowcem indis Lig,
10 |pvern Finsnclel Private | o2 - e romam Adjudiation "|Shres Om Trades g
11 |Umang Nemani ABOPNT218K _[Non Enforcement Action | We. Pioevew Difarce & Gisfrs
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SECURITIES AND EXCHANGE BOARD OF INDIA

Order communicating appointment of Adiudlcating Officer

Whereas, Securities ang Exchange Board of India (SEBI) has conducted
examination trading in option on individual stocks listed on Bombay Stock
Exchange for possible violation of the provisions of the securities and
Exchange Board of Indig Act, 1982 (hereinafter referred to as the 'SEB] Act’)
and various Rules and Regulations made there under.

Whereas, the Comp_etent 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
upon her under Section 19 of the SEB! 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, 1985 (*hereinafter referred as
the ‘SEBI Rules’) read with section 19 of the SEBI Act appointed certain
Division Chiefs as Adjudicating Officers vide Order dated July 02, 2021 to
enquire info and adjudge under Sections 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 fo adjudicate against
these entities is enclosed as Annexurs.

The said proceedings of appointment are hereby being communicated to the
Adjudieating Officers who shall conduct the Adjudication Proceadings in the
manner specified under Rule 4 of the of the SEBI Rules read with sub-section
(1) and (2) of Section 15 | of SEBI Act. The Adjudicating Officers shall enquire

Page 1 of 2
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‘5. No:’i':—a_u ID  ]Caso Nome PAN Number TEntity Namg AQ Name J
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46 | 2100912668180 at BSE-KAMLESH ABBPASS030) |KAMLESH Ashok Kumar J_
AGARWAL AGARWAL
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ANNEXURE - B
sno 1 .2
TRAD_E=QATE 18/08/2015 18/08/2015
SCRIPCODE 837249 837249
cint_pan AAECB2618) ABBPAS593Q,
BALAJI INFRASOLUTIONS
clnt_r_lame OVT LTD KAMLESH AGARW}'\L
cp_pan ABBPA5593Q AAECB26181
BALAJI INFRASOLUTIONS
cp_name KAMLESH AGARWAL OVTLTD
ORDER_NO 1439869625240004003 1439869625240004000
[CP_ORDER_NO 1439869625240004002 1439869625240004001
TRADEID 5601 6494
ORDER_TIME 11:04:54.901291 11:04:50.307713
CP_ORDEmnE 11:04:54.698312 11:04:51.104531
TRADE_TIME 11:04:54.901291 11:04:51.104531
ORDER_LMTIME 11:04:54.901291 11:04:50.307713
CP_ORDER_LMTIME 11:04:54.698312 11:04:51.104531
TRADE_RATE 10 4.25
LTP_RATE 7.05 -5.75
LTP_PERCENT 238.98 -57.5
TRADE_VALUE 27250000.0 27106250.0
ORDER_RATE 10.0 4,25
CP_ORDER_RATE 10.0 4.25
ORDER_LMRATE 10.0 4.25
[CP_ORDER_LMRATE 10.0 4.25
ORDER_LTP 10.0 34000.0
CP_ORDER_LTP 4.25 4.25
TRADED_QTY 25000 25000
ORDER_QTY 25000 25000
[CP_ORDER_QTY 25000 25000
ORDER_AVLQTY 25000 25000
CP_ORDER_AVLQTY 25000 25000
ORDER_LMQTY 25000 25000
CP_ORDER_LMQTY 25000 25000
MEMBER_NO 6513 4032
MAUZAMPURIA
MEMBER_NAME SUNSTAR SECURITIES SECURITIES BROKING PVT
LTD
OLD_CLIENT
MODIFIED_CLIENT RB32 KNP0O677
CP_MEMBER;NQ 4032 6513
MAUZAMPURIA SECURITIES
CP_MEMBER_NAME BROKING PVT LTD SUNSTAR SECURITIES
[CP_OLD_CLIENT
[CP_MODIFIED )_CLIENT KNPO&77 RB32
TERMINALID 902 902
USER_NAME Sukhbir Singh avdhesh kumar gupta
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Annexure - C
Index 1
cint_pan ABBPA5593Q
scripname INFY15SEP1080.00PE
buy_quantity 25000
buy_vaiue 106250
avg_buy_rate 4.25
sell_qty 25000
sell_value 250000
avg_sell_rate 10

non_gen_trnx_entity_contrct |2

total_trd_entity_contrct 2
total_no_of_trades_of_the_cntr 2
ct

ity_in_th.
:trt_vol _gen_entity_in_the_cntr 5
total_vol _gen_by_entity_in_the 50000
_cntret
total_vol_in_the_contract 50000

prent_of _non _gen_trds_entity_

100
total_trds_in_cntrct_entitv 0

prent_of_non _gen_trds_entity_

0
total_trds_in_cntrct e

prent_of_art_vol |_gen_entity_cn
tret_total_vol_gen_by_entity_in|100
cntrct

prent_of_art_vol |_gen_entity_cn 100

{tret_total_vol_in_cntret
L tRe Vol In ¢
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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,

Chomn, Jaipur,

Rajasthan — 303 802. ..... Appellant

Versus

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

Mr. Ashish  Sharma, Advocate i/b Jain Sharma & Co.
Chartered Accountants for the Appellant.

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

WITH
Appeal No. 192 of 2022

Goodfaith Infra Ventures Private Limited
48, Dobson Road,
Howrah - 711 101. ..... Appellant

Versus

Securities and Exchange Board of India

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

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent

55



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-700038. ... 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 Compiex, Bandra (East),
Mumbai — 400 051. ... Respondent

)
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Mr. Varun Nathani, Advocate with Mr. Sukrut Mbhatre,
Advocate for the Appellant.

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

WITH
Appeal No. 195 of 2022

Sudhir Kumar Agarwal HUF

A-75, Gandhi Nagar,

Moradabad,

Uttar Pradesh — 244 001. ..., Appellant

Versus

Securities and Exchange Board of India

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

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent

Mr. Shadad M. Khan, Advocate for the Appellant.

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

'WITH
Appeal No. 196 of 2022

Aaina Engineering Pvt. Ltd.

9, India Exchange Place,

3™ Floor,

Kolkata — 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

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

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,

Koikata,

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. ... Respoundent

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

My, 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/o G-69, Ashok Vihar,
Phase — 1,
New Delhi — 110 052, ..... Appellant
Versus

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



Mr. Mukesh Mohan Goyal, Advocate i/b RG Laws for the
Appellant.

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

WITH
Appeal No. 208 of 2022
Seema Agarwal
FD 356 Salt Lake City,
Sector IIT, Kolkata,
West Bengal — 700 091. ..... Appellant
Versus

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

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

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

AND

Appeal No. 209 of 2022
Rajendra Kumar Agrawal HUF
HB 30 Salt Lake Block, :
HB Premises TO END WORD 17,
Salt Lake S N 24PGS,
Kolkata, -
West Bengal — 700 106. ..... Appellant
Versus

Securities and Exchange Board of India

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

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent



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

Mr. Abhiraj Arora, Advocate with Ms. Anshu Mehta,

Mr. Shourya Tanay and Mr. Harshvardhan Nankani,
Advocates i/b ELP for the Respondent (SEBI).

CORAM : Justice Tarun Agarwala, Presiding Officer
Justice M. T. Joshi, Judicial Member
Ms. Meera Swarup, Technical Member

Per . Justice Tarun Agarwala, Presiding Officer

1. Even though separate orders have been passed, the issue
is common, and accordingly all these appeals are being taken

up together.

2. The appeals have been filed- against various orders
passed by the Adjudicating Officer (*AQ’ for short) of the
Securities 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. After hearing various counsels for the appellants we find
that the controversy involved in the present appeals is

squarely covered by the decision of this Tribunal in Global



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

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

4. The learned 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 v1ew of the latest decision of the Supreme Court in the
matter of T. Takano vs Securities and Exchange Board of
India & Anr. (Civil Appeal Nos. 487 - 488 of 2022) decided
on February 18, 2022 the impugned order should be set aside
and the respondent should be directed to supply the
investigation report before proceeding further. It was also
urged that the penalty imposed is excessive and arbitrary and
does not commensurate with the violation. It was contended
that only one or two trades were made for which a heavy

penalty has been imposed and that the factors contained under



Section 15J has not been taken into consideration while
adjudging the quantum of penalty. It was also urged that some
of the AOs have exonerated certain entities and persons for
the similar offence on the ground that the alleged trades were
miniscule and did not create an impact. One of the appellants
contended that the presumption drawn by the AO was wholly
erroneous and against the directions given by the Supreme
Court in the case of Securities and Exchange Board of India
vs Kishore R. Ajmera [(2016) 6 SCC 368] and in the
case of Balram Garg vs Securities and Exchange Board of
India in Civil Appeal No. 7054 of 2021 decided recently on

April 19, 2022,

5. Having heard the leamed counsel for the parties at some
length, we find that the admitted position in ali these appeals
is, that appellants have not disputed the execution and
subsequent reversal of trades as alleged in the show cause
notice. We find that the execution of trades in an illiquid
market with such precision in order placement indicates a
prior meeting of minds with a view to execute reversal trades
at predetermined price. We also find that there is a significant
price difference between the sell price and the buy price

within minutes and sometimes within seconds. This indicates



that the impugned transactions were manipulative and was a
deceptive device to create a desired loss and/or profit. Such
transactions were fraudulent and, therefore, violative of
Regulation 3 and 4 of the PFUTP Regulations. Thus, it is not
necessary for this Tribunal to delve into the assertions raised
by the appellants. All the appeals fail and are dismissed in the
light of the decision of this Tribunal in the matter of Global

Earth Properties and Developers Pvt. Ltd. (supra).

6. However, before parting we would like to say that a
large numbers of appeals are being filed on the same issue on
a daily basis. We find that SEBI had made an investigation
which revealed that thousands of entities were indulging in
reversal trades which were found to be non-genuine frades
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. Lid.

(supra).

7. We are informed that SEBI has initiated proceedings
against 14720 entities which are pending before various AOs

which have clogged up their dockets.
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8. In the past when appeals against these kind of orders
being passed we had directed SEBI by our order dated
October 14, 2019 that SEBI should explore and come out with
some mechanism or a scheme such as a Lok Adalat so that
parties could settle the matter. Based on the directions given
by this Tribunal, SEBI came out with a settlement scheme in
August 2020 which was framed under the SEBI (Settlement
Proceedings) Regulations, 2018 (‘Settlement Regulations,
2018’ for short). This scheme came to an end in December
2020. This scheme was not successful for two reasons,
namely, that the terms of settlement perhaps were onerous,
stringent and unviable and further the scheme was issued

during the peak of the Covid pandemic.

9. We find that as on date more than 14,000 matters are
pending before various AOs. Their dockets are exploding and
the disposal of these matters will take atleast a couple of
years. As a result, all the AOs are over worked, their dockets

are clogged and serious matters are given a back seat.

10. We also find that in a large number of cases the AQOs
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-I, may
file an application in writing to the Board proposing
Jor settlement of the proceedings initiated or to be
initiated for the alleged defaults.

3
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{2) The Bourd may, after taking into consideration the
nature, gravity and impact of defaults, agree to the
proposal for settlement, on payment of such sum by the
defaulter or on such other terms as may be determined
by the Board in accordance with the regulations made
under this Act.

(3) The settlement proceedings under this section shall

be conducted in accordance with the procedure

specified in the regulations made under this Act. (4)

No appeal shall lie under section 15T against any

order passed by the Board or adjudicating officer, as

the case may be, under this section.”
13. The said provision starts with a non-obstante clause,
namely, “notwithstanding anything contained in any other
law for the time being in force”. Where any proceedings have
been initiated under the SEBI Act, any person may file an
application for settlement of the proceedings. Section 15JB(3)
provides that settlement proceedings would be conducted in
accordance with the procedure specified in the Regulations.
Chapter II provides the procedure for filing ‘Application for
Settlement’, Chapter II1 provides the ‘Scope of Settlement,
Chapter 1V 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 defaulls.

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, I, 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 Regulations, 2018, namely, the proceedings
that have been initiated by SEBI under the SEBI Act,
Securities Contracts (Regulation) Act, 1956 or Depositories
Act, 1996 as the case may be. 14,000 odd cases have been
initiated under the illiquid stock option matters wherein
similar kind of transaction have been executed and similar
violation is proposed against all these noticees under
Regulation 3 and 4 of the PFUTP Regulations. These 14,000
entities form a class of persons and are involved for similar
defaults. Therefore, in our opinion, the Board can specify a
procedure and terms of settlement for these classes of persons

under Clause 26 of the Settlement Regulations, 2018.

17. We are, thus, of the opinion that SEBI should reconsider
and seriously give a thought in coming out with a fresh
scheme under Clause 26 of the Settlement Regulations, 2018,
Such scheme can be a onetime scheme for this class of
person. The terms of settlement should be attractive so that it
could attract the noticees / entities to come forward and settle

the matter which will ameliorate the harassment of penalty
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proceedings to the noticees and at the same time would help
to clear the backlog of these pending matiers béfore various

‘AOs.

18. -While considering the scheme SEBI should take into
‘consideration ‘the -provision of Section 1SHA 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.

\9
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21. We direct the Registrar of this Tribunal to send a
certified copy of this order to the Chairperson of SEBI within

a week for necessary information and action.

22. This order will be digitally signed by the Private
Secretary on behalf of the bench and all concerned parties are
directed to act on the digitally signed copy of this order.
Certified copy of this order is also available from the Registry

on payment of usual charges.

Justice Tarun Agarwala
Presiding Officer

Justice M. T. Joshi
Judicial Member

Ms. Meera Swarup
Technical Member

RAJALA Tighaly 1grat

13.05.2022  Kshml e ™™

H NAIR 253 o
msb



