Securities and Exahange Board of india, 5
statutory body established under  the
ovisions of Securities and Exchange

Board of Ingia Act, 1992, havihg its Head

" office at Miitaj Court, B _ Wing, 224

Nariman Point, Mumbai 400 g2q

fepresented by its Asst. General Manager,

b .
Raésh Bhangt .

VERSUS

1 Karambhymij Forests (India) Lid.,.

Company incorporateg under the’

Companies Act, 1958 having its Regd.

Office a F No.22, C/8  Near E

Madhubadn  Chowk, Opp.  Shiva
Market, Sector-8, Rohini (Delhi-85) ang
also 176-5/3, 83 to 86, i1 Floor, Shiva
Market, Madhuban Chowk, Ps‘tampura,
Delhi-110034.

2. Shri Chander Sharma Sio Late Shri

Tek Chang, Director of the Accused
No.1, Ric: 4215, Gali Inder Lok, Anaj

Manui, Sonepét (Haryana).
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Sharma, Director of Accused No.1,
*Rio: 41215, Gali Inder Lok, Anaj Mandi,

Sonepat (Haryana).

~ 4. Mr. Kamal Kant Sharma, 8/0 Shri Bhan

Sarup Sharma, Director of Accused

No.1, Rlo: A-174, Weavers Colony, *

Panipat (Haryana). Accused

COMPLAINT UNDER SECTION 200 OF THE CODE OF CRIMINAL
T === o 200 UF THE CODE OF CRIMINAL

PROCEDURE, 1973 READ WiTH SEC. 24(1), 27 OF SECURITIES AND

EXCHANGE BOARD OF INDIA ACT, 1892 . :
e

May It Please Your Honour:

3
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IN THE COURT OF MS. ASHA MENON: ASJ: DELHI

CC NO0.92/2005

SECURITIES & EXCHANGE BOARD OF INDIA, a statutory body
establishea under the provisions of Securities and Exchange Board of
India Act, 1992, having its Head office at Mittal Court, B — Wing, 224,
Nariman Point, Mumbai 400 021 represented by its Asstt. General
Manager, Rakesh Bhanot. ‘ » '

. Complainant
- VS. -

1. Karambhumi Forest India Limited Company incorporated under
the Companies Act, 1956 having its Regd. Office at F. No. 22, C/8,

Near Mudhuban Chowk, Opp. Shiva Mkt, Sector-8, Rohini (Delhi-
85) and

2 Chander Sharma S/o Late Sh. Tek Chand, Director of the accused
no.1 R/o 4/215, Gali inder Lok, '\na; Mandi, Sonepat (Haryana}

Mrs. Chander Kanta W/o Sh Chander - Sharma, Director of
accused no.1, R/o 4/215, Gali Inder Lok, Anaj Mandi, Sonepat

{Haryana).

w

4. Mr. Kamal Kant Sharma, S/o Sh. Bhan Sarup Sharma, Director of
accused no.1, Rio A-174, Weavers Colony, Panipat (Haryana).

. Accused
JUDGMENT:
BACKGROUND FACTS:
1. The complaint has been filed by the Securities and

Exchange Board of India (hereinafter referred to as the SEBI)
through its Assistant General Manager Sh. Rakesh Bhanot against
Karambhumi Forests (India) Ltd.and its Diréctors Sh.Chander
Sharma , Smt Chanderkanta a»nd Sh.Kamal Kant Sharmé. It may be

mentioned here that the accused Chander Sharma and
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ChanderKanta have been declared proclaimed offenders and the
judgement is in respect of the accused Company and accused
Kamal Kant Sharma.

The complaint has been preferred under the Securities and

Exchange Board of India Act, 1992 and the rules made thereunder‘ :

The case as set out in the complaint is that the vaemment of india
after detailed consuitations with the regulatory bodies decided that
an appropriate regulatory frame work for regulating eﬁtiﬁes which
issued instruments such as Agro Bonds and Plantation Bonds etc.,
was required to be created. Thereafter, the Government notified
cn November 1997, through a ;‘:wess release, that such schémes

relating to issue of Agro Bonds etc., would be treated as Collective

Investment Scheme governed by the SEB! Act 1992

The aim of these regulations were to ensure investor

protection "and to promote legitimate investment activities. The

regulations were notified in 1999 as the SER (Collective
Investment Scheme) Regulation 1999,

The entities involving any Collective Investment Scheme

were required, vide the press releases dated 26.11 .97,and 18.12‘97.

to file information with the SEBI giving the detail of the Compény, its
Scheme and nature of Investment. In response the accused in this

case had sent information to the SEBI that they had collected

Rs.8.2 lacs under §is schemes. 1t also informed that the accused
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Sharma were its Directors

5. It has been stated in the complaint that after the regulations -

came into force, the SER| issued letters dated 15.12.99 and*

29.12.99 and also issued pubiéc notices dated 10.2.99 Snforming the

accused company of the notification and the regulations and
%

-

directing it to send information memorandum to all Investors
detailing the state of affairs of the Schemes, the amount repayable

o each Invesiors and the manner in which such amount was

determined. This information was to be sent by 28.2.2000.

Subsequent! v, the last-date for furnishing detaits was extended up

¥

to 31* March, 2000.

6. According to the complainant, the accused No. 1 failed to

apply for registration and also failed 1o submit the repayment repor! .

nor did it furnish details for wmdmg up the schemes. Therefore, on

December 7“f, 2000, orders werejssued by SEBI u/s 11 B of !he o

SEBI 2ct 1592, 1o the accused company to refund the money

collecte d to the investors within one month and submit the report of
repaymen; and winding up to the SEBI. According to the
. . Complainant since there was No compliance of thig order, the
\{( M accused company and itg Directors had viol lated the Reguian'ons

No. 68(1) and (2) 73 ancf 74 R/W Regulation 5 (1) of the SEBJ

(Collective Investment Scheme) Regulation 1999 ang had ais
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violated Section 11 B and 12 (1) B of the SEB! 1992 which were all
violation punishable U/s 24 (1) of the SEB! 1992 R/W Section 27 of

the said Act.

~

"Vide orders dated 16.12.2003 the accused were summoned
for trial. The notice of allegations under Section 251 Cr.P.C was
served up on the accused company and Kamal Kant Sharma for

having failed to comply with the regulations and for thus committing

offences punishable under Section 24(1) SEBI Act read with

o

Section 27 of the said Act. The accused pleaded not guilty.
EVIDENCE

Sh. Rakesh Bhanot, AGM was examined as CW-1 on

z

‘behaif of the SEBI. During his testimony he has brought on record

_the letter dated 10.12.97 sent by the accused to the SEBI as

“Ex.cw1/1. The letter contained the names of the accused Chander

Sharma . Chander Kanta and Kamal Kant Sharma as directors. It N

- aiso contained the information that the company had raised about --

9.

s 9.2 lacs under its schemes.

He further deposéd that the SEBI had sent varioué letters
to the accused company informing it about the reduirements under
the regulations and which were returned undelivered to the SEBL.
Hg brﬁﬁght on record all the undelivered letters along with their

envelopes. He also deposed that when show cause notice dated

12.5.2000 was issued, that was also returned undelivered. He

e
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deposed that the format for winding up was aiso sent to th
accused company and once again the communication relurned

undelivered to the SEBI. Each time the report was that the

company had left without address. He deposed to the ﬁubi:c notice

o

,:ssued In the Hindustan Times | listing the accused company at serial
no.237. He deposed to the non-compliance ®f the regulations by
the accused c§rnpany and‘ the accused d§rec§srs till the filing of the
complaint. ) .A

. The witness was not cx'oss-cxammcd by the accused.

‘ it After the evidence was recordecf the statements of the

accused has been recorded under Secﬁon 313 CrPC The

accused Kamal Kant t Sharma has subm:uad that he had no concern

o T AN
s

: , s with the accused Company since from a very yoimg age he had
been ruﬁning a workshop in the néme and style of Sharma S
Engineering Works at Panipat. He examihedthree witﬁesses En"this
connettion. - ' ’ .

12.0W1 Sh. Jai Bhagwan has stated that he has known the accused

; for several years since the accusedhad been running a workshop in

his neighbourhood. Dwzsh‘ Tilak Raj has deposed that he knew

the accused as he had his shcp adjacent o :he workshop of the

e

i '\}; ‘accust 4 Kamal Kant. He also deposed that the accused did not
have zay other business or source of income.DW3 Sh. Jagdish

. Prasad is the uncle of the accused and he has vouched for hig
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gocd behaviour and sound upbringing which according to the

witness would not have led the accused into any criminal activ%ty,}:"

He too deposed that the accused did not have any other source of *

income and livelinood apart from the workshop that he was running.

3. This is the entire evidence that has come on the record.

CONTENTIONS: .

14. Sh. Sanjay Mann has argued on behalf of the SEBI that the

rules and regulations in respect of Collective Investment Scheme
had been introduced as maﬂy such CIS had been floated into
market and the gutiibie public had been duped by companies who

vanished with the f; nds that had been raised from the market. |

x

was submitted that it was only pecause investors were being

"swindled that the SEBI had brought out the rule 10 the effect that
the companies running Collective Investment Schemes héd io
register their schemes with the SEBI if they wished to continue with

teir Collective Investment Scheme.

15. It was submitted that thereafter, the regulations were

notmed in 1999. It was submitted that only those CIS which had the
intention of continuing in the future were required [0 furnish

information and accused in this case had also submitted their

M mtormat:on in 1998 which showed that the accused were involved

in the CES and were desirous of taking advantages of the

regulations which were 10 be notified. Sh. Mann further submitted
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ihat thereafter once the regulations were notified the SEBI had

sent various letters to the company which were all returned to the i

SEBI. It was submitted that the SEBI had taken steps to publish the:
information in nempaper despite which the accusecf did not chose
fo comply. ws*h the requirements of law. He theffore submitted that
the ac:f:usec‘ were liable for the violation. - |
16. On the other hand, the accused Kamal Kant has submitted
that since he had been running his workshop at Panipat, there was
no occasion for him to have been invo!ved in the setting up of a
company such as the accused no.1 and to be its dsreetor and be
involved in the business of the company. Hence f:e has prayed for

his acquittal.

FINDINGS:

17. The mere fact that the accused Kamal Kant was running has

work shop at Panipat would be no reason to infer that he had no
role to play in running the accused company Karambhumi Forest
(India) Lid. It is impossible 10 befieve that without the consent of the
accused Kamal Kant he had been appointed director of the
company. No doubt ’Extcwm does not appear to be signed by
him. But that again:cannc;i suffice to exclude his liability.

18. Under Section 12 (1B) of the SEBI Act, 1992 a person who

funs or causes to run a CIS is bound by the regulations. The

accused has failed to prove that though he was a director of a




company which had raised about Rs.9.2 lacs from the public he
had nothing to do with the affairs of the company. He has failed to/:
prove that the failure of the company to comply with the regulations-

~

of the SEBI intended for the protection of investor interests, had

been without his connivance and inspite of< his diligence.
19. Rathei it appears that when the og-accused Chander
Sharma anq Chander Kanta have vanished as absconders from
law. the accused Kar%ai Kant has tried to absolve himself of all
responsibilities by claiming non-involvement. In the absence of
‘ cogent and credibig evidence n;) conclusion at least on the material
on record brought by the accused through the {estimong of his three
defence witnesses can be drawn in favour of the contention of the
accused. |
20. The documenit furnished by the éompany itself shows !'!'"*az
the accused Kamlakant alongwith the others were directors of the
Compariy.‘ The evidence shov.;s thai the company was aware of:its‘
responsibilities under the regulations. As director fhe accuséd
Kamalkant has tb be attached with the knowledge of the feguiations
e N \)\\ in the light of the bublic notices and press releases of the SEBI.
The name of the accused company has also been mentioned in' the

list of defaulters which should have cautioned the accused.

Kamalkant and encouraged him to ensure compliance. Despite

-

knowledge the accused no.1 and accused no.4 have failed to carry
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t the directions of the SERJ Chairman whereby investors were i

be repaid and the schemes wound up and the WRR submitted &
~ the SEBI. Clearly the accused have violated the regulations for

which they have to be held responsible.

CONCLUSION:
21, I, therefore, hold the accused company Karambhumi Forest

(India) Limited and its Director/accused Sh: Kamal Kant Sharma
guity for the violations of Regulation 5{1) read with Regulations
68(1), 68(2), 73 & 74 of the SEB| (CIS) Regulations 1999 read with
Section 24 hw S.27 of the SEBI Act 1992, He is enfizfed to be heard

on sentence.

bhutkee-
Announced in the Open Court. -(ASHA MENGN) ;
Dated: 29.9.06 Addl. Sessions Judge: ' : g
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IN THE COURT OF MS. ASHA MENON: ASJ: DEL HL

CONGLOZ2005
KARAMBHUMI FOREST INDIA LTD & ORS.

ORDER ON SENTENCE:

[ have heard the accused who prays for a lenient view submitting

SEBE VS,

dg.m that he had no involvement in the alfairs of the company.
Having heard the accused and his plea for clemency [ am of the

opinion, that the ends of justice would be met if the accused com;)any and

" the accused no.4 Kamal Kant were to be sentcncedgto fine without any term

of imprisonment. | accordingly, sentence the accused no.l Karambhumi
torest India Lid and the accused not K:amaikam Sharma to a fine of
245000/~ cach. In defuult of the fine the accused no.4 Kamalkant Sharma
shull undergo simple imprisonment for four months. Apart from payment of

the fine the personal bond and surety bond of the accused shall be Lamdicd

and his surety will stand discharged.

x

File be consigned to the records to be revived upon the

apprehension fo the accused Chander Sharma and or Chander Kanta.

(%] @M
(/\SHA MENON) -

Announced in the Open Court
Addl. Sessions Judge: Delhi.

Dated:2§.9.06. .
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