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ADJUDICATING OFFICER
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/16812022
AKSHAT INCORPORATION

PAN: ABAFA1594L

PLOT NO.17032, SAHID CHOWK,NEAR
WOODLAND HOTEL,SILVASSA

SILVASSA DADRA AND NAGAR HAVEL|
-396230

Email Address: akshatincorporation@gmail.com

Show Cause Notice under Rule 4{1) of the SEB| {Procedure for Holding

Inguiry and Imposin Penalties) Rules, 1995 in the matter of dealings in

liliquid Stock Options (ISO) at BSE

PART-A

Securities and Exchange Board of India {SEBI) has initiated Adjudication
Proceedings against you (Noticee), under SEB| (Procedure for Holding Inquiry
and imposing Penalties) Rules, 1995 (Adjudication Rules) for allegedly
violating Regulations 3(a),(b),(c).(d) and 4(1), 4(2)a) of SEBI (Prohibition of
Fraudulent and Unfair Trading Practices relating to Securities Markets)
Regulations, 2003 (PFUTP Regulations), in the matter of trading in illiquid stock
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 )l
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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 dlients and counterparties in the same
contract (refer Paragraph & of investigation Report/Annexure 1). The
reversal trades involved squaring off trades (either buy or sell), with
significant difference in the price. You are one among the entities who
indulged in reversal trades, which allegedly created false and misleading
appearance of trading thereby generated artificial volumes in the Stock
Options Segment of BSE during the investigation period. The trades entered
in the unique contracts were reversed on the same day with same
counterparties, at a price difference which had no underlying basis and
without an intention of performing it or there being a change of
ownership/rights in the contracts. These factors indicate that these trades
were allegedly artificial and non- genuine in nature.

in this connection, the undersigned was appointed as Adjudicating Officer
under Section 15-1 of the Securitles 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 SEB Act is liable

to be imposed. Copy of communication appoeinting undersigned as

Adjudicating Officer is placed at Annexure 2.

Al 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 pericd is placed at Annexure 4.

In view of the above, it is alleged that the Noticee herein, by indulging in
execution of non-genuine reversal trades in Stock Options, created false
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and misleading appearance of trading in securities market and thereby,

violated provisions of Regulation 3(a),(b),(c).(d), 4(1), 4{2)a) of PFUTP
Regulations.

7. The aforesaid alleged violations, if established, make the Noticee liable for

monetary penalty under section 15HA of the SEBI Act, which reads as
below:

“Penalty for fraudulent and unfair trade practices.

15HA. If any person indulges in fraudulent and un fair lrade practices relating
to securitiés, he shall be fiable to a penally 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. o
(Emphasis Supplied)

PART -B
8. Meanwhile, SEBI has framed the SEB| 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 seftle the
matter which will ameliorate the harassment of penalty proceedings to
the noticees and at the same time would help to clear the backlog of
these pending matters before various AOs.” (Emphasis Supplied)

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

matter of liliquid Stock Options. The said scheme proposes payment of
Settlement Amount as per the details given below:

['§'No | Number of Contracts™ | Settiement Amount(Rs.) |
Mo Tes e T
N \(6—50 T 15,00,000-

3 51 and above 5 00.000/- base amount + 10,000 perw
! contract

“You may Tefer to the relevant f Arnexuré/table of t the SCN which contains a + summary of the ‘contracts
you entered to determine the applicable slab for settlement.

The period of the SEBI Settlement Scheme, 2022 will commence on August
22, 2022 and will close on November 21, 2022, so as to provide an
opportunity for settlement 1o 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 applicaticn 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 oOr send email to
scheme2022@sebi.qov.in .

In case you do not wish to avail of the facility under the SEBI Settiement
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
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the SEBI Act. In such case, you are called upon to file your reply within 30
days of receipt of this Show Cause Notice,

S e

N'HARIHAF HARIHARAN ' Diralysaned by
ADJUDICATING OFFICER ::'(EELAKANTA =S

14:45:57 +05'30'

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 ali 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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In ation in the matter of 3 actlvitles of certaln entities In illiquid tions (02 case)

I. 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 Iiquid Stock Options
restraining 58 entities from buying, selling or dealing In the securities markets, efther
directly or indirectly, in any manner, il further directions. Confirmatory orders: dated
July 30, 2016, August 22, 2016 and Auguét 24, 2016 (hereinafter refesmod to as
“"Confirmatory order®) (placed at Annexire 2) in this regard, were passed by SEBI
confirming the directions Issued vide aforementioned Interim order against all 60
entities. i

il. After passing of Interim order, ISD forwarded the matter to IVD for necessary action.

Wl. Subsequent to passing of aforementioned Interim order against 59 entities, SEBI also
passed an Interim order deted February 17, 2016 (placed at Annexure 3) against 22
trading members in the same matter of lilquid Stock Options. However, the said order
was set aside by Hon'ble SAT vide Hs. orders dated February 25, 2018, March 04,
2016, March 09, 2016, March 14, 2018, March 15, 2018, March 18, 2016 and April 05,
; 2016 (placed at Annexure 4). Thereafier, SEBI challenged the aforesaid Hon'bls SAT
h) order In the Hon'ble Supremé Coiirt and Hon'ble Supreme Court vide its order dated
July 01, 2016 (placed .at Annexure 6) directed SEB! to pass another order after
hearing the concemed @8 and also directed that till SEBI decides the cass
pending before it, the order passed by SAT shall remaln operative. -

IV. Thereafter, SEBI passed another order dated August 12, 2016 (placad at Annexure 6)
in the matter of trading members In liquid Stock Options wherein it was mentioned
that reversal transactions have diminished on BSE Stock Options segment pursuant to
regulatory intérventions and BSE had taken various comective 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 directions against the 22 trading members and it was mentionad
that a final view for a ate action should be taken aftar completion of ongaing
Investigation in the matter. This matter is being dealt separately In “Investigation in the
maiter of certain Trading Members In ifliquid Stock Options®. The present report deals
with the trading activities of certain entities in liquid Stock Options.

L]

V. Pursuant to investigation by IVD, the following le noted:

i) The volume in the BSE's Stock Options segment increased significantly during the
year 2011-12 when BSE introduced *Liquidity Enhancement Incentive Programmes"
(hereinafier referved to as "LEIPS") in its derivatives segment. (Page 13-14)-

i) During Investigation; it is observed that majority of the volume that was generated in
BSE's Stock Opfions segment during the |.P. was artificial volume that was generated
by large scale axecution of reversal trades / non-gentine trades (54.68% of total
markst volume) by large number of entitles (14720 entities). Howaver, this generation
of artificial volume was not restricted to any specific contract or between any specific
set of entities. This executing of reversal frades was a market wide phenomenon that
existed in BSE's Stock Options segment during the 1.P. (Page 7-13)

iif) The aforementioned execution of reversal trades on a large scale was noticed by
SEB{'s survelliance system and an Interim order dated August 20, 2015 was passed
against 59 top entities that had contributed to artificlal volume by executing reversal
trades. (Page 2-4) -

iv) After pasging of intérim order & Confirmatory order by SEBI, BSE discontinued the
LEIPS scheme from the Stock Options segment with effect from October 16, 2015-an

\v—-
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M 2
introduced the system of Reversal Trade Prevention check in BSE's Stock Options
segment with effect from March 14, 2016. During the same time, trading in BSE's
Stock Options segment declined and reduced to nil during 2016-17. (Page 14-16)

V) BSEfalledtoIdentifymelevetsaItradesthatmexecutadinitsStockO ons

" w
i)

segment during the .P. and the market integrity in BSE's Stock Options segment was
breached. It is noted that BSE took the corrective measures only after SEBI observed
the irregular trading pettem and passed Interim orders restralning several es and
trading members fron accessing the securities markets. (Page 13-16).

Based on the findings of investigetion, recommended actions are as follows:
The generation of artificiel volume In BSE's Stock Options segment during the 1.P. by
axecution of reversal trades wae a market wide phenomenon and not restricted to any
contract / entity. Further, the corrective actions to address the same have also
been taken by the exchange. Hence, directions issued ws 11{1), 11(4) and 11B of
SEBI Act, 1992 sgainst 59 entiies vide interim order dated August 20, 2015 and
Confirmatary orders deted Juiy 30, 20186, August 22, 2018 and August 24, 2018 may

i) The matier may be referrec to SEBl's Markei Regulation Depariment (MRD) to

1.

examine the fallure of BSE In ensuring market integrity In its Stock Opilons segment
and to identify any possible policy changes to prevent such similar kind of trading
pattern (contribufion to volumes through revereal trades / non-genuine trades) to occur
on the exchange platform.

The detalls of the Investigation are given below:
- As a part of ongoing surveiliance, SEBI came across several

Background of the cage
instances / internal alerts wherein a eet of entities were consistently making loss by their

trading In options on individual stocks which are listed on the BSE. Trading of these
entities appeared abnormal because they were consistently seen making significant
loss bytheirtradeswhld\mreversodwlmthe same counterparties either on the
same day or the hext day. On analysis of the stock options segment of BSE for the
pericd April 1, 2014 to March 31, 2015, It was observed that there were, seoveral entities
who consistently made significant loss and others who consistently made significant

profit by axecuting reversel trades In stock options on the BSE. The entities that made a

loss or profit of more than Re. E,mlnhestoeko;ﬂonsegmentma‘ccouﬂtof

reverse! transactions were shorlisted for further examination. The following was, Inter
alla, cbserved by ISD in the examination:

1) The loss-making entitles were trading mainly in options on individual stocks which
were thinly traded. The trades by these loss-making entities, in many cases,
contributed to 70% to 100% of total traded volume for the coniracis on those days.

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

By Substantlal number of transactions was squared up and @ major percentage of
transactions 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 entity or vice-
versa.

iv) As the first leg of these reversal frades, these loss-making entities were malnly seen

selling stock options without any corresponding offsetiing position in the underiying

scrip. In many cases, these options were sold at unreasonably ‘»w prices.

IVD/ID-8/2016-17/73
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v) In the second leg of the reversal trades, the options once sold 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 ssll
price.

vi) In certein Instances, variations to the above pattern were seen which inter-alia
Included loss-making entities incurring loss by buying the options first instead of
selling them.

vii) 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.

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

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

x) Majority of the profit-making entities had opened specific accounts for exclusively
carrying out susplcious fransactions in stock options.

Subsequent to passing of aforementioned Interim order againat 59 entitles, SEBI aieo
passed an interim order dated February 17, 2016 against 22 frading members in the
same matter of llliquid Stock Options. However, the sakd order was set aside by Hon'ble
SAT vide lis orders dated February 25, 2016, March 04, 2016, March 09, 2016, March
14, 2016, March 15, 2016, March 18, 2016 and April 05, 2016. Hon'ble SAT made the
following key observations In its aforementloned orders while setting aside SEBI Inferim
order dated February 17, 2016:

i) As per Table-2 set out in the impugned order, In all 12584 clients had traded through
22 stock brokers during the period from 01.04.2014 till 30.08.2015 and out of 12564
cllents, 11228 clients of the 22 stockbrokers did reversal irades in the stock oplions
sagment whereby abnormal trading profit has been caused to one set of clients and
abnormal loss hes been caused to another set of clients. if 11228 clients of 22 stock
brokers have indulged In abnormal trades 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 proceed against the stock brokers to find out s
to whether they were parties to the objectional trades carried out by the clients.

i) If SEBI finds it difficult to take action against 11228 clients who are alleged to have
indulged in non-genuine trades without carrying out further investigation, then, by
applying the same yard stick, SEBI could not have passed ex-parte order against the
stock brokers when the investigatlon Is still in progress.

iil) If the prima facie view is that the trades of the 11228 clients wers not genuine, then
to take action against 22 stock brokers but not against the 11228 clients amounts to
applying double standard i.e. one etandard for the stock brokers and another
standard for cllents, which Is not proper.

SEBI challenged the aforesaid Hon'ble SAT order In the Hon'ble Supreme Court and
Hon'ble Supreme Court vide its order dated July 01, 2016 directed SEB| to pass
another order after hearing the concerned entities and also directed that il SERI
decidss 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 rading
members In illiquid Stock Options whereln it was mentioned that reversal 8 :
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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 derivetives segment. In the said order, no interim directions were issued
against the 22 trading members and it was mentioned ihat a final view for appropriate
action should be taken after completion of ongoing investigation in the matter. This
matter is being dealt separately In “Investigation in the matter of certain Trading
Members in Nliquid Stock Options®. The present report deats with the trading activities of
certain entities in iquid Stock Options.

Focus and Period of the Investination: The focus of the investigation was fo ascertain
the whether any of the suspacted entities have violated the provisions of SEBI (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 IHiquid Stock
Options recorded the foliowing: "The investigation shall also cover the examination of any
other entity executing similar fictitious trades in the stock options segment.” Further, SEBI in
its Confirmatory order dated August 22, 20168 in the matter of Miquid Stock Options
recorded the foliowing: "The fect that certain entities have been left out of the interim order
does nos signify that they are outside the scope of SEBI's in vestigation or have begn «xonerated.”
In view of above, the focus of the investigation is taken as "to asceriain whether any of
the entities have viclated the provisions of SEBI (PFUTP) Regulations, 2003".

The period of examination as teken in Interim order was April 01, 2014 to March 31,
2015. Further, SEBI in Its Interim order dated February 17, 2016 in respect of Trading
Members in the matter of llliquid Stock Options had extended the examination period.
The examination period as taken in the aforesaid order dated February 17, 2016 was
April 01, 2014 to September 30, 2015. Since the matter of llliquid Stock Options and
Trading Members in liliquid Stock Options are redated, the period of investigation for this
report is taken as April 01, 2014 to September 30, 2015 (hereinafter referred {0 as
"Investigation Period” or *I.P.")

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

3. Identiflcatiop of Entities: In the Interim order, the following 58 entities were ident!fied:

Table 1 - List of entide= against whom actions were taken in the Interim Order

 taken In the interim Order _ _______
_ Loss naking Entities _ Profit meking Entities

No. | Entity Name EntityPAN  [§_ |Entty Name Entity PAN
4__|Adarsh Credit Co Op Boclety Limisd _|AAAJAD206.) p208J |35 |NM impex Pvt Ltd. AABCNOGS41M
2 |Riddisiddhi Bulfions Limited AAACRG727L |38 _|Vision Sponge Iron Pvi Lid. AABCV4791R
3| Jayantiial Patel AAAPPB6S2R |37 | Umang Nemani PN721
4 _[QuestPariners AAAFQ2174B |38 _|VepUdyog Pvt. L8, AABCVB3186
5 | n Enterprises AAKFGTSO5A_|30 _[Shir Commodiiss & Fulires (P) Ltd. |AAACU7802.]
6__|Kundan Rice Mills Limited AAACKT09BP |40 1jal Anoanya Investnarts Pvi. 11d. | AABCGO760Q
7__|JB Overseas AAIFJ8661J__ |41 |Sureshine Vintrads Pvt Lid AAUCS1804K
8 |Raghav Commodities —JAARFR1400D |42 |Mofisons Commodilies Pvt. Lid. __ |AADCMT 184M
% |Woodiand Retalls Privata Limited AABCW1644A |43 |Evergrowing lron & Finvest Pyt Ltd. IAAACE1287C
10 |Jaldeep Halwasiya AAWPH708L |44 IRajbanshl Trading AQEPRO750Q
11_{Kundan Care Produots Limited AACCKA743R |46 | Tradebulle Entarprise Pyl Lid. AAECT2124M
12_|Anand Mining Corporation AAGFA0187Q |46 |Aviji Saha DCIPS38130 |
13 | Mahekaieshwar Mineg & Metals Pvt Ltd |AAHCM1278E |47 |Ketan Reman'al Shah Huf AACHKB724K
14_|Anentnath Vincom Private LimRed AMKCA2146A_|48 |Steel Crackons Pvt. Lid. AADCSG803F
15_|Pasha Finance Pvi Lid AMACPE316P |49 {Prime Gold International L td. AACCK3766F

@ ; Gems & Jewellers Private Limited |AAFCAS867D |50 |Raj Ratan Smelters Pt Ltd AADCRBGBON

% 2§ N ] IVD/ID-8/2016-17/73
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Lo;u'making Emlllu _ E— .liiiéﬁtmaldngﬁnilm-

|Entity Name Entity PAN

Entity Nama Entity PAN

1Skeet Comsec Trading Lip 'ACBFS58968

Sourabh H Bora ADIPB7663R

|Ashok Kumar Damani ACXPDBOBIR |f

~[Eden Trading Services Pt Lid. ___ |AADECTZT2A

_[Vinay Ramardal Shah Huf AABHVIOO7P

Swaran Financial Privata Limited AAECB4024R [Bhewani Fesmous PvtLtd AACCB3S69A

21

[Vap Btesl Pyt LU JAACCTZEB1K
[Panem Stee] Pvt. Lid. AAACPB502R |

Despak Natvartal Panidiyani Huf RARPIZSL

| Kiri Regnil Kotharl AAEPKE21BC

" [Umesh Malani BDHPM5310A

g

f

%

g
%Eﬂlﬂ&‘ﬂ%%&gw

IEHKIE ;s|s|a]a,s B[® ﬁ B

In the above table, entities appearing at 8. No. 1 to 34 were categorised as "Loss
making entities” l.e. those entitles that had made a loss of Rs. 5 crore or more by
executing reversal fransactions in BSE's stock options segment during the perlod April
01, 2014 to March 31, 2015. Further, enfities appearing at S. No. 35 to 50 were
categorised as "Profit making entities” i.e. those entities that had made a profit of Rs. 5
crore of more by executing reversal fransactions 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
investigation covers the entire trading happened in BSE's Stock Options segment
during the L.P. This includes the trade analysis of all entiies that have traded in BSE's
Stock Options segment during the I.P. (including the eforementioned 59 entities).

Trading In BSE’s Stock Options segment during the Investigation Period ~

Trade data of BSE's Stock Options segment during the |.P. was obtained from BSE
(placed at Annexure 7) and the following Is cbserved:

Tabile 2 - Trade data of BSE' Stock Options segment dugng the LP.

Tatal No. of uritue conkiacts treded during the L. 23,895

“Tatal No. of trades during e LP.. . __

Total No. of enttips badad during the LP. . . 21,652

[Total traded volums during the LP. (in no,) (151085 96571

Total traded valug during the LP. (in Rs.) (bassd on premium fumoves*) Rs. 7204,04,79 847

Total traded vahie during the LP. (in Rs.) {Baséd on nominal tumover’) Rs. 231430,60,60,489

* Promium Turnover = sum total of (Prenitum value * quartily of each trade) for all contracis during the LP.
'mmgﬁmm-mwgfmm+mmw * quantity of each tradef for all contracts
ot ; .

From the above table, It ie observed that during the 1.P., 21,652 entities traded In BSE's
Stock Options segment in 23,885 different contracts with number of trades being
3,658,372 and total umover of Rs. 7,204 crores.

. ldentification of Reversal Trade / Non Genuine trades and Reversal Trade
Quantity / Artificial volume - Reversal 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, a
contract is shorllisted (i.e. "HDIL14NOV100.00CEW2") and all trades that were .
exacuted in this contract during the |.P, is shown below: : L

{

{
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= Trade
S. ; Sall Order |Buy Order
No. Date Buyer Seller Time Time Trade Time ﬁ"n
Ramdul
Flret Financlal Y oA 04
1 |t2r112014 lpn:traftzojects Furct Plnandel | 15:21:01.04 15.24.26.73| 15.24.23.73] 14 _
2 134172014 |[RONSESHIRe ighaini Jein 10:54:35.77|10:54:41.08] 10:54:41.05|  1:26] 400000) 500000
s |1811/2014 #‘mme Shalinl Jain 10:54:28 05| 10:54:41.95| 10:54:41.05| 04| 4000] 400
Semarth
4 1131472014 |Financia) gm““""'“‘ 12:11:12.43’12:11:41.70 12:41:4170]  1.15] 4so00| 5200
Services
Samarth
5 |13¢11/2014 [Financisl g‘hgz"'m“““‘ 12:10:40.69)12:11:49.70| 12:11:41.70| 12| 48000 &7600|
: Sarvices
Kanan Samarth Financlal{ . ... «. N e
6 [tanizoiafianan oA 12:13:27.36]112:18:30.76| 12:13:30.78] 005, 48000] 2400 .
Kanan Samarth Financial | , .. R P A - |
7 |1an1r014 [foneg o) [Sovces 12:1827.36]12:13:38.37 1213387 005 44000, 2200
TOTAL 7,12,000| 7,459,800

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

In total 7 Ladss were execuied in the contract "HDIL 14NOV100.00CEWZ" during
the 1.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 Services

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

. The remaining 3 trades in this contract during the L.P. were executed between

different set of entities and were not reversed by them.

. From the abovs, it can be seen that total number of non genuine trades that were

executed in the contract "HDIL14NOV100.00CEW2" were 4 (trades shown at S.
No. 4 to 7 at Table 3) and fotal artificlal volume generated through such non
genuine irades 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 below:
Tabie 4 - Entity wise contribution to non.genuine trades and artificlal volume in the contract
“HDIL14NOV100.00CEW2" during the I.P.

‘ Artificial “INumber |% of artificlal volume % of number of
S. Entity Name volumse of Non jgenerated through non |non genuine
No. through non  |genuine {genuine trades to total |wades to total
ganuine trades {trades  |market volume market trades
1 |Samarth Financial Services 1 84,000 4 25.84% 57.14%|
2 {Kanan Khanjk Shah 1,84,000 4 25.64% 57.14%)
Total Non genuine trades 1,84,000 4 25.84% 57.14%|

From Table 3, It Is observed that trades at S. No. 4 to 7 are considersd as non
genuline trades. Further, out of 4 non genuine trades, Samarth Financial Services
was involved in &ll such 4 trades (by appearing as buyer in 2 trades and as seller
in 2 trades). Hence, it is concluded that Samarth Financial Services was Involved
in 4 non genuine trades and generated arlificial volume of 1,84,000 through
reversal trades. Similarly, Kanan Khanik Shah was also Involved in 4 non genuine

FE
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trades and generated artificial volume of 1,84,000 through reversal trades. Hence,
the aforementioned two entities have viclated Regulations 3(a), (b), (c), (d}, 4(1),
4{2)(a) of SEBI Prohibition of Fraudulent and Unfair Trade Practices relating to
Securities Market) Regulations), 2003.

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

operandi that was identified in the Interim order and Confirmatory order was that certain
entities had continuously made profits and certain entities had continuously made
losees by reversing thelr trades or executing reversal trades in various Individual Stock
Options contracts on BSE's Stock Options segment. In the Interim order, these reversal
trades were also referred to as “non-genuine trades”

In view of the directions in the Interim order and Confirmatory order, investigation of
trades has been done for all entities that had traded in BSE's Stock Options segment
during the I.P. Total number of contracts during the I.P. was 23885 contracts. The

detalls of trading In such 23885 contracis are shown In table below: :
Table 5 - Detalls of trading In alf contracts of BSE'’ Stock Opfions segment during the I.P.

[Partfeulars — TFOTAL N
Number of contrects 23,885
Total Number of entitles” ™~ - 21,652
Tumover (in Ra.) ' | Rs. 7,204.65 oroves
Traded Quantity 1,510.96 crores
Number of trades Twlw __ 3,568,372
Numbsr of Non genuine trades N _ 2,91,643
Arﬂﬁciél volume generstsd through Non genuine trades 826.21 crore
% of Nan genuine trades to total nimber of market trades 81.30%
% of artificial volume generated throtigh Non genuine trades fo market volume |- 64.68%
Number of entitiss involved in executing non genuine trades 14720

"From the above table, the following is observed:

[) Out of total trades that were executed in BSE's Stock Optlons segment during the
I.P., 81.38% trades were Non genuine rades.

i) Totel artificial volume gensrated though such Non genuine trades was 54.88% of
totel traded voluma in BSE's Stock Options segment during the I.P.

fif) Out of 21,852 entities that had traded in BSE's Stock Options segment during the
LP., 14,720 entities wera involved in axecuting such Non genuine trades.

. Contract wise analysis of trade data during the LP.- Total number of unique
contracts that were traded during the 1.P. in were 23885 contracts. It may be noted that
trading in one contract may or may not impact trading in another contract since
contracts are unique in terms of underlying stock, sirike price, expiry 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 contracts during I.P. were 3,58,372).
Hence, analysing trading In each contract separately would not be feasible. Therefore,
the contracts are first classified based on the number of trades executed in each
contract and then the analysis of separate categories of contracts Is done. The
contracts are categorised based on the number of trades in each contract as shown
below:

Table & - Categrorfes of contracts based on number of trades In éach contract

g, [|Classiicetionof |Number- Number | Number
N'o contracts by of |Turnover (in Rs.} | Traded Quantity |of of entities
" |number of trades |contracts . . ) trades | traded
1 |>5000trades " | .- -] 22,66,20,050|. 1,30,11,600] 52,859
2 |1001-5000 trades’ 56 57,88,68,060 _3,19,05,375] 1,04,633




25

ﬁ SECURITIES AND EXCHANGE BOARD OF INDIA Confidential
s “{ClassHication of |Numbar Number | Number
No. contracls by of Turnover (in Rs.) |Traded Quantity |of of entifles

* {number of trades |contracts trades | traded
3 [101-1000 trades 82 64,10,16,313 11,21,08,760 41,226 554
4 [51-100 trades R 456,04,80,094 67,28,33,376; 8854 2,085
5 14150 trades 113 211,87,26,388 36,60,26,000| 5,082 1,742 |
6 |3140trades 1 270 421,22 93,238 91,76,16,280| 9,433 3,300
7 |24-30 trades 728 766,84,32.419 183,35,66,458! 17.081) ' 5560
8 |11-20 trades 2801] 1709,37,05,826. 405,62, 66,874] 41,828 10,268
9 |1-10trades 18601, 3483,73,37,3563 730,62,64,938| 76,616 13,870
Totel Market 23885 7204,64,79,647 15_1'(’,&5.38,57_’1’ 3,58,372 21,652

Erom the above table, it is observed that maximum frading in terms of turnover had
happened in conirects In which the number of trades are less than 10 trades in each
contract. It ie evident from the fact that out of total trading turnover of Rs. 7204 crore
(approx.) In BSE's Stock Options segment during the L.P., Rs. 3493 crore (48.49% of
total market) was contributed by contracts in which the number of trades was between
1-10 trades each. The total number of such contracts was 196801 contracts out of total
23886 contracts in which trading happened during the |.P.
The aforementioned classification of contracts was further claesified info 2 broed
catsgories:

i) Group A Contracts - Includes all such contracts in which number of trades was

more than 100 trades during the 1.P. (L.e. contracts shown at S. No. 1 to 3 in above
table). Since the number of trades In each of these contracts Is more and
consequently the number of entities trading in each of such contracts was also
more. Hence, trades heppened in these contracts were analysed in detall to
identify any manipulative patitern.

i) Group B Contracts - Includes all such contracts in which number of frades was

equal to or less than 100 trades during the L.P. (i.e. contracts shown atS.No. 410
9 in above table). In Group B Contracts, the number of trades happened was very
less and consequently the entities frading in each of such contract was also less.
In such a scenario, there ie high possibility that the buy / sell orders placed by one
entity get matched with the same entity or with a few entities only who had traded
in such contracts. Hencs, the percentage of artificial volume through reversal /
non-genuine trades to total trading volume would be very high. However, this may
not be called as manipulation as the number of entities trading in each of such
contracts would be very few and the reveisal trades are bound o happen in such
scenario. Further, In Group B coitracts, the chances of repetition of any
manipulative pattern (in terms of reversal / circular trades) by any particular entity
in a particular contract are also limitéd as the total number of trades happened in
each contract is less (less than 100 {rades).

7.1. Analysls of trades In Group A Contracts - As mentioned above, Group A contracts
refers to all such coniracts 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 frading in such 146 contracts is shown in table below:

Table 7 - Detalis of trading in Group A contracts during the LP.

Classification of contracts . . TOTAL
5000 |1001-5000 |109-1000 | (>100

Fariane trades  |trades [trades _ |trades)
Number of contracis g 56 & 148
Totel Number of entilies 28 80 £64 614
7 Re. 64.1] s, 144.65
orores Ccroras

llquid Stock Options
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Classification of coritracts S ey TOTAL
. >5000 11001-5000 |101-1000 {>100

_me_af trades  [trades  |trades |trades})
Traded Quantity 1,30,11,500 3,19.05,375/11.21,98,750{ 15,71,13,626
Number of trades 62,850] "1,04533] . 41,228 1,898,618

Number of Non genuins frades 52,841 1,04,484] 39,8684 1,957,189
Arfificlel volume throiigh Non genulne trades | 1,30,07,750] 3,16,04,500] 4,50,73,760] 8,99,76,000]
% of ﬁomulno trades to total number of | 99.97% 99.95% 98.70% 89.20%
% of Artificial volurne gensrated through Non i , .
[genuine traties o total market volums SrE TRl pS0UTKly GSTETN
Number of entities involved In Non genuine 28 79 220 278

From the above table, the following e observed:

i) Almost all frades that had happened in calegory of contracts with more than 1000
trades each were non genuine trades. Further, the artificial volume generated
through such non genuine trades was alsa 89.97% of total frading volume in such
contracts.

i) In category of contracts with trades between 101-1000, the number of non
genulne trades exacuted was 96.70%, however, the arificial volume generated
through such trades was 40.17% total market trading volume in such contracts.

) On an oversll basle, the number of non genulne trades during the LP. in contracts
with more than 100 trades each (Group A conftracts) was 89.28% of total number
of trades in such coniracts which signifies that these contracts were used by the
enlities for only revarsing thelir transactions.

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

7.2. Analysls of trades in Group B Contracts - As mentioned at Para 7, Group B
contracts refers to all such contracts in which number of trades was equal to or less
than 100 trades during the |.P. The number of such contracts during the L.P. was
23738 contracts. The details of trading in such 23730 contracts ie shown in table

below:
Table 8 - Detalls of trading In Groug B contracts during the LP.. )
Particulars TOTAL (<=100 frades)
Number of contracts 23,738
'iTotal Number of entities 21,526
‘Tumover (in Rs.) Rs. 7.059'; crores|
Traded Quantity _ 1,495,355 crores
Number of irades _ 1,649,754
Number of Non genuine trades ___ 84,
Artificial volume generated through non genulne frades 817.21 crorss
% of Non genuine trades to total number of market irades 59.12%
% of artificlal volums generated through non genuine frades 54.65%
to total market volume
umber o8 Involved In non genuine trades 14,676

From the above table, the following is observed: -

()} Percentage of non genuine trades was 59.12% of total trades that were executed
in Group B contracis during the I.P. _

ii) Artificlal volume generated though such non genuine trades was 54.65% of total
traded volume in Group B confracts during the L.LP. -

ili) Out of 21,526 entities that had traded in Group B contracts during the L.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 entities were indulged in
executing non genuine trades during the |.P. A summary of non genuine trades
executed by top 10 entities during the LP. Is given in table bslow:

Tabla 9 - Summary of non genuine trades executed by top 10 ntities In all conlracts
Number % of artificlel % of non
Artificlal of Nen volume genaraiad (gencine

Enfity PAN  |Entity Name Volume mdne through Non trades to
|| :;dn genuine trades to  [total market
total market voluma )

AAIFJBB51J |J B Oversess 30,70,27 4,068

AABCNOB4TM [N M Impex Pvtltd 24,5742,800 6,545

AADCM7 184 Commodiiies PviLtd | 22 330

ABOPN7213K |Umang Neman! 218544 830

AABCVB318G [VSF Udyog PvtLtd 14,5637 580

AAQPSE561E |Gummest Singh . 9,01,31,204 526

AGBFHKOS40F |G p. Khemka 71 100

AABCV47@1R [Vision Sbong Pt Ltd 7.99 544

A

= R G S P S

[ARAIAG2G8. [Adarsh Credi Co Lad{ 78721572 [

10 [AAACE1207C L eTorowig on & Fifivest PVt | 7 55 5,600 zssr

l:TMalongg' 10 entitlos 147,50.21,736] 14,618 .

i5rand Total - All Reéversdl ] Non gonulne Trades {828,20,50,626/2,91,643 T Gie%| .
From the above table, It is observed that top 10 entities were involved in
exacuting non genulne trades that coniributed 4.08% to total number of trades
executed In BSE's Stock Options segment during the LP. Further, the
contribution of top 10 entities to artificial volume generated through non genuine
frades was 9.76% to total market volume during the L.P. It was also observed
that all the aforementioned 10 entities were part of those 59 entities against
which directions were Issued in the Interim order dated August 20, 2016.
Apart from the individual contribution of entities to market volume through non
genulne trades, the confribution of various unique pairs of entilles was also
analysed. Here, Unique Pair of entities refers to any 2 eniities who had
engaged in reversal of trades among themseives. Contribution of Top 10 such
pairs of entities who have contributed maximum to artificial volume by reversing
their transactions across all contracts in the market during the L.P. are shown
table below:

Table 10 — Artificial volume generated by fop 10 palr of entities during the Investigation

Pearlod
\ . % of artif:zial
Artifteia gensraied through
Entlty A Entity B wolume Non genuine trades to
_ total market volume
Motisons Commodities Pyt Lid* |Qyandsep Khemka® ] 51482 1]
Umang nani* Bhif Ssrvasaral Balali Steels Ltd.; _3.21,62,000 ]
Commodities Pvt. Lid* [Calendula Teledsits Pvt. Ltd. ‘2:91,56,000 C 0.A9%

Leenaben Sureshchandra Umang Mshendra Shah 2,64,28,000 0.17%
Vindus Holdings Ltd, - 2322000 0.15%

Shree Ganesh Traders Pragys Com Pvi Ltd* | 2,12.68,000 0.4%

Sandsep Stocks Pyt [id. va Commoditles Pvt. Lid.* | 2,05 40, 0.14%
Motisons Come Pyt Uid* [Manoi P '* 1,01,86 0.13%
GCK Stock Pvt. Ltd.* _ Shrée Ganssh Traders 190,72 0.13

10_[Gop! Kishan Matenl Mano] Pincha 1,55,53,000] 0.10%
Total of Top 10 pair of entities - 25,69,89,000 —__1.70%
Grand Total - Alf Reversal / Non Genuine Trades $26,20,50,626 54.68%

‘hpnienhthmeerﬂllnq-lﬂnhlchdlnﬂlommkwnd In Intsrim order dated August 20, 2018

From the above table, it is obeerved that top 10 unique pair of entities have
together contributed 1.70% to market volume and none of the single unique

palr of entities have contributed more than 0.34% to total market volume. On

of trading activitieg of certaln enlittes jn BLUQLIQ SSIOE! OO

P

~[ocen] & [a{rofes
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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 entitltes who have contributed 54.68% to
total market voltime through non genuine trades.

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

Para7.1,7.2and 7.3:

I} The percentage of non genuine trades executed to total number of trades was
higher In Group A contracts (99.30% of fotal trades) than In Group B contracts
(68.32% of tota! trades).

il) The artificial volume ganerated through non genuine trades was almost same for
both categories of contracts (Group A contracts - 57.27% and Group B contracts -
54,65%).

iii) Trades of afl entities across all contracts are analysed and it is observed that the
top most unigue pair of 2 entities that have contributed to artificlal volume had
contributed 0.34% to total market volume and top 10 pair of entities_ contributed
1.70% to market volume by exacuting reversal trades. Hence, no concentration is
seen between any specific set of entities who had contributed to artificial volume
through reversal trades. However, a large number of entlties (total 14720 entities)
wers engaged In generation of artificlal volume by execufing reversal trades.

in view thereof, it is concluded that majority of the volume that was generated in
BSE's Stock Options segment during the 1.P. was artificlal volume. A total of 14720
entities wers involved in exacuting non genuine trades thereby violating Regulations
3a), (b). (c), (d), 4(1), 4(2)a) of SEBI! Prohibition 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 trades was a market wide phenomenon that existed in BSE's Stock Options
segment. Further, SEBI passed directions against top 59 entities vide Interim order
dated August 20, 2015. The same Is discussed at Para 8 of the report. It is also
observed that after passing of eforementioned 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 being & markst wide phenomenon, no action Is
recommended in the matter. Hence, directions 1ssued u/s 11(1), 11(4) and 11B of
SEBI Act, 1992 against 59 entities vide interim order dated August 20, 2015 and
Confirmatory orders dated July 30, 2016, August 22, 2016 and August 24, 2016 may
be revoked.

8. Analysis of trade data of 59 entities agalnst whom directions were lssued In
Interim order and Confirmatory order -
In the Interim order and Confirmatory order, directions were issued against 59 entitles.
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 executed by 59 antities agalnst which directions ware

issusd In Inferim and Confirmatory order

Number of [% of artificlal volume |% of non

Artifictal Non generated through  |genuine
volume genuine |Non ganulne trades toitrades to total

deg total market volume [market t
30,70,27,5680 4888 2.03 1.39%
24,67 .42 500 55451 ] 1.83%) 1.56%
22 .45,06,000] 338] _1.48% .0.09%
Z‘L_Bjﬁ% 830 1.45% 0.23%

11,65,37,000 580} 0.76% 0.1
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Number of |% of artifioiel volume % of
Entity Neme Artificlal Non gensrated through ganulns
No. volums genuine  (Non genuine trades to fo total
I trades total market volume _{market tradss
BGnrmaet Singh . p0131,204]  528| _ _ 060% _ _0.15%
7|Gyz Khemka B,71.60,000 100 0.58% 0.03%
8lVision Sponge Iron PYL L. — 1 7,98,57.400] 544, 0.53% 0.16%
B Adauh Credit Co Op Society Limitad 7,97.21,672 968 0.53%: 0.2
10 ving lrd'n & Finvest Pvi. Lid. 7,80,56,800 263| 0.07%
1 s Pyt Ltd. 74988 142| 0.04%
12 Jal An Ilwmm Pvi. Ltd. 7.29.02 493 0.14%;
13|Mahe leslmrlnas&ﬂatalstle 7,24,38,600 456 _D.13%
14]Kundan Care Products Limiled 1 71760760 668, 0.1
15/ Xion Gems & Jewellors Pyt Lid 7,16.45,000 1648 0.48%
1 Sht conunomles & Futures Pvi. Lid. 6,23,32,000; 78 0.
sndrakumar SIldh 5,43,70,000 151 0.42%
1 | _5,24,23,606 0.08%
18 meeGold Intamaﬁonl.lmm 5,12,15,000 . b7 0.03%
20{0pen Fulures And Derivetives Pvi. Lid. |  4.47,21,000 282 0.08%
21|Gok Stock Pyl Lid. 40084 ).02%
221Mamenon Concast Pvt. Lid. 39397 F .08%
23Wam'n Financlal Pt. Lid. 3,37,02 33_2| 0.22% 0.
24| Anand Mining Corporation — 3,20.41 208 0.22% 0.08%;
| 2% jaldggp Halwagslya . 1 32817 11 G209 0.08%!
2 R ghav Commodiﬁas 2,81.34, 528] 0.15%]( 0.15%
b Rafbangshl 2,81,17,500 288 0.19% 0.08%
wmmmmm- 2,79.61,000 _0.18% 0;
BiRiddisiddhl Bullions Limited 2,76,68,000]| 750 018 0.21%
aDjQuest Parinars 2,75,50,0UD| 492 0.18%, 0.14%
31 Kurden Rica Mis Lid ) 25525 780 812 0.17% 0.17%
mﬂmmm b 2,21,43,000] 0.16% 0.11%
Bharat Javantilal Patol 2,00 396 0.13%. 0.11
‘f Ko‘lhall 1,85 180] 0.1 0.04%
5| Nouvelle Advisory Services Pyt Lid. 1 ; % 0.12% 0.09%
38/AV[E Saha 1,70,43,000 _ 0.11%! 0.07%
37|0Om Sales Corporatiol 1,59,67,500 38| D.11% 0.01%!
8|Bravwan| Ferrous Pvt L 1,58,96,600] B84] D.A11% 0.02%!
"»!- Commoditles Lid 1,64,18,000 i 0.1 0.08%
40 mmm 1,62,05,000 114 ] 0.03
21| Sourath H Bore 1,38,45,00 26 0.00% 0.
42! Ramanial Shah Hut 1 ] 137 0. 0.04
4 Snvlrl Sons 1 417 0.00% 0.1
44 Vhav Ralnanlal Shah Huf 1 000 11 0.08% 0.03
45|/ Vi'lmm Pyl Ltd. 122,02 83 _0
o '. = 1,21,77,000 512 0.14%
1,13,95,500 78 0.02
ng.ﬂl 152 0.04
(] 0.02%
) D.
[1X
0.05¢
0.03%
19 - 0.01%
B6{Ede Senrieaan{.Ltd 51,989,000 201 0.06
|58 Tradebulls Enterprise Pvi. Lid. Lid. 4547, 190! 80 0.
57/5kest Comsec Tradirig Lip o 118 18 __0.00
55 2 h MM e u o.
50| Gee Bea Securities P Lid -3 .0l 0.00%
Tolsl O S8 E 140.77,18,660 26,994 7.53%
Grand Total- All Non genvine Trades | 820,20,50,626] 3,81 i BAGo%]  B1.38%

From the above table, it Is observed that the percentage of artificlal volume
generated by aforementioned 59 entities ranged between 0% to 2.03%. However, it
is also observed from Table 10 that the maximum artificial volume generated by
executlng non genuine trades by a unique pair of entities was 0.34% that was

IVD/ID-8/2016-17/73
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generated by Motisons Comodities Pvt Ltd {mentioned at S. No. 3

in above @e)

and Gyandeep khemka (mentioned at S. No. 7 in above table). Further, artificial
volume generated by top 10 unique palr of entities taken together is 1.70% to market
volume. Hence, it is concluded that the generstion of artificlal voluma by execufing
reversal rades / non genvine trades was not restricted to any specific est of entities.
However, If was & market wide phenomenon that existed in BSE's Stock Options

. segment
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i 10)Actions taken pursuant to preliminary examination done by SEBI (ISD) In the
matter of liliquid Stock Options:
ISD conducted preliminary examination in the matter of llliquid Stock Options and
observed that certain entifles were consistently making loss and certain entities were
continuously making profits by executing reversal frades In stock options on the BSE.
ISD hed identified e total of 59 such enfitles that wsre continucusly making profits /
losses by executing reversal trades. '
Below merdioned are some of the major aclions teken after compleiion of
aforementioned ISD's examination:

IYD/ID-8/2016-27/73
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\"/. usion and Recommendations - ' -
11,A.Conclusion - In view of observations made in the investigation, the following is
concluded: '

" 1) The volume in the BSE's Stock Options segment increased significantly during the
~ Year 2011-12 when BSE infroduced "Liquidity Enhancement Incentive Programmes”
(herainafier refesred to as "LEIPS™) in its derivetives segmant.

i) During investigation, it Is observed that majority of the volume that was gencratsd In
BSE'sStod;Opﬂomsegmantduﬂnghel.P.wasarﬂﬂchlvalumeMm
‘denerated by large scale execution of reversal trades / non-genuine trades (64.66%
of total market volume) by large number of entities (14720 entities). However, this
generation of artificlal volume was not restricted 1o any specific contract or betwesn
any specific set of entities. This exeoyting of reversal frades was a' market wide
phenomenon that axisted in BSE's Stock Options segment during the 1.P.

iii) The aforementioned executiori of reversal trades on a large scale wag noticed by
SEBI's surveillance system and an Interim order-dated August 20, 2015 was passed
against 59 top eritities that had contributed to artificial volume by executing reversal
trades.

iv) After passing of Interim order & Confirmatory order by SEBI, BSE discontinued the
LEIPS scheme from the Stock Options segment with effect from Ocfober 16, 2015
and Introduced the system of Reversal Trade Prevention check Tn BSE'S Siock

1 omugmmmmgﬁactﬂnmuamhu.mmmﬂmmemqﬁm;_ﬂdmln
= ,,a@gé'g_, Stock Options segment dedlined and reduced ta.ndl during 2016-17.

11.2.Racommendations -
i) The generation of artificial volume in BSE's Stock Options segment during the LP.

. by execution of reversal trades was a market wide phenomenon and not restricted fo
any specific contract / entity. Further, the correclive actions to address the same
have also been.taken by the. exchange. Hence, directions Issued u/s 11(1), 11(4)

and 11B of SEBI Act, 1892 against 50 entities vide Interim: order dated August 20,
\‘ ""“_: |
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2015 and Confirmatory orders dated July 30, 2016, August 22, 2016 and August 24,
2016 may be revoked.

i) The matier may be referred to SEBI's Market Regulation Department (MRD) to
examine the failure of BSE in ensuring market integrity in Its Stock Options segment
and to identify any possible policy changes to prevent such simiiar kind of trading
pattern (contribution to volumes through reversal trades / non-genuine frades) to
occur on the exchange platform.

12. Action Chart
Table 13 .
Neti A eEn

s. re of Nature of |Action

No. Entity PAN Entity Name ;Inugugs in AcﬂRulm Iaa:’ Evidenca |Proposed

ns

1| AAAJADZE6) | Adarsh Credlt Co Op Sociely Limted ___| Eniities at 5. Entiies

2[AAACRB727L. | Riddisiddhi Bullions Limitad __jNo.1-50 at 8. No. 1
3|AAAPPEE5ZR_|Bharat Jayentllal Petel -69:
4|AAAFQ3174B | Quest Pariners The generation Trade Log
5| AAKFG7E96A | Gojanan Enterprises . of artificial data, BSE |Directions
6] AAACK7OPEP | Kundan Rics MBls Limied volume In Reply Issuiad ws
7|AAFJBE51) _ |J B Overseas BSE's Stock ::g;vw
8|AARER14080_|Raghav Commodities : i -
G|AABCW1644A_|Wondiand Retalls Privats Limied S:gm“m 11Bof
10| AAWPH1708L | Jaideep Halwasiya the I.P. by . ?gﬁm.
11| AACCKATASR KundanCare nmumc mm“?:a - against 50
14{ AAKCAZ2146A | Anantnath Vincom Private Linuted phenomenon interim
15| AMCPE316P_{Pasha F) Pvi Lt _inwolving 14720 arder

76| AAFCABBBTD | Xion Gems & Jeweliers PV, L. entities and not dated

7IACBFS5896B  |Skeet Trading Llp- restricted to August 20,

16| ACXPDB0BOR | Ashok Kumer Daman any specific 2015 and
_|Vinay Ramanlal Shah Huf confract/ Confemato
Swaren Financiel Privete Limified entity. The ry orders
Vitrag RefendrakumarSheth | corrective dated July
Saviirt Bnm _adinns to 30, 2018,
ang" 'imm;mm = Fiivate Limiag m?“m}'? 2018 n? '
a
Rashl Commerclal Company " {been taken by August 24,
Nikhil Jalan -mwmﬂt ﬁwm
Rakesh K Baid
Open Futures And Derivatives Pvi. Lid lfﬂﬂﬂm‘mgt revoked.
29 Pragya Commodities Private Limited dated
20| AADCN1774A | Nouvelle Advisory Services Pvi. Ltd ] 20- 2015.
a3 ﬁ Gek Stock Private Limfted _
37| AARPY4343F | Om Sales Corporation
33| AADCP1810G _{Promjit Commodities Ltd
34] AAQPSBEB1E | Gunnast Singh_
35/ AABCNOS41M_|N M Impex Pvt, Lig.
| _36[AABCVA7O1R [VisbnSponpelonPvt itd. |
37| ABOPNT213K | Ur__Lagp Nemani
[ 38{AABCVES18G _|Vep Udyog Pvt. Lid.
38 MAGUTBDZJ Shlr CDmmodltlas & Fulures SPJ Lid.
40| AABCGO768Q _|Jal Annanya Investments Pvi. Lid.
41{ANICS1804K suroehga Vintrade Pvt Ltd
42| AADCM7164M [Motisons Commadities Pvt. Lid.
43/ AAACE1267C  |Evergrowina Tron & Finvest Pvi. Lid.
44| AQEPRO750Q_| Rajbanshi Trading
45|AAECT2124M | Tradebulis Enterprise Pvt.Ltd, |
46|DCIPS3813Q_ | Aviit Saha
4 | Ketan Ramaniat Shah Huf

@
%
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SECURITIES AND EXCHANGE BOARD OF INDIA Confidential
' TViciation '
Nature of of SEBI
8. Nature of |Action
Entity PAN E Name Findingsin  |ActRules/| >
No. nity Erfsf hR-guIatlo Evidence |Proposed
ns
48| AAD : Stool Crackers Pvi. Lid,
48| AACCKATSSE  [Prima Gold Intesnation Lid
[1]F N_[Ra] Ratan Smekérs Pyt Lid._
SUADIPB7EESR  [SoumbhHBoa .
52/AADEC1272A |[Eden Ti C Py, Lid
53 3
=l
56
57
58
69|
13.References to other department
. Table 14
» Racommended
Timited falisd o Hantily the raverse! trades that wers emcuied In | Trade dets, BSE Feeteronce to
mmgwmmhmmmm MRD
intagrity In BSE's Stock breached.

14. Past Actlons Agalnst The Alle

ged Entitles {SEBI Action Taken Report)

SEBI ATR database has been checked on November 23, 2017 for all entities mentioned In
+ Action Chart (Table 14) and the past actions are observed against the following enfities:
Table 15 —_—
[&,_ Entity Name Entity PAN Action Taken Case Name
Erily Globsl Telesystem Lid.
judication Ponnl Sugars (Erods) Limied
_ Enquiiy & Prosecution | T618 Finance Uis- Backdsted Fansacions
B e e 1= T T L —
118 Proceedings & Enquiry {Asian Star Company Limited
: Adjudication Vanun indusitiies Limded
2 |Gajanan Entenxises AAKFG7505A e mgm%,m
| . Adiudication N
3 [Fardy investment Pivata | accsa017C  [Adhdication Pann! Sugars (Erode) Limiied
4 |Gyandeep Khamka AGBPKOB4or  [Adiudication & 118 Sulabh Enginaers & Servioes L1d.
b Sulabh Enginesrs & Services Lid.
1 Twlight Lkake Phama Limiisd :
8 Sulsbh Enginesrs & Services Lid,
Mlu_dlcaﬂ__ﬁ on - WiaFan WdGktries 10
9 |Soursbh H Bora ADIPBTESSR  |Prosecution & 118 Snowoem Indis Lad
Proceedinigs "_ :
10 |Feren Finnolsl Private |z ceq024r Adjudication Shrea Om Trades Ltd
11 {Umang Nemani ABOPNT213K __{Non Enforoement Action | Y. Plpeva Deféica & Ofisiore
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SECURITIES AND EXCHANGE BOARD OF INDIA

Order Communicaﬁng Appointment of Adjudicating Officer

1. Whereas in exercise of the powers conferred upon the Competent Authority,
Shri Suresh B Menon, Chief General Manager was appointed as
Adjudicating Officer vide order/s issued earlier (hereinafier referred as
“Original Orders™) in respect of cases/entities at Flag C-1.

2. Whereas vide order dated July 26, 2022, the Competent Authority has
approved the transfer of the Adjudication proceedings in respect of
cases/entities enumerated in Flag C-1 to Adjudicating Officer- CGM (Shri,
N Hariharan).

3. Except for the change of Adjudicating Officer, all other ferms and
conditions in the OriginaIOrdersshnllremainunchanged and shall be in
full force and effect. The Adjudicating Officer shall proceed in accordance
with the terms of reference made in the Original Orders read with this Order.

4. The said proceedings of transfer/appointment are hereby communicated to
the adjudicating officer to conduct the adjudication proceedings in the
manner specified under SEBI Act, 1992, Depositories Act, 1996, SCR Act,
1956 and the respective rules made thereunder. The Adjudicating Officer
shall inquire into and adjudicate the alleged violations and if satisfied that
the entities have become liable to penalty, may impose such penalty, as the
Adjudicating Officer thinks fit, in terms of SEBI Act, 1992, Depositories
Act, 1996, SCR Act, 1956 and the respective rules made thereunder,

Mlusfii

ASHUTOSH ARUN
DEPUTY GENERAL MANAGER
SECURITIES AND EXCHANGE BOARD OF INDIA

Dated at Mumbai.:.l}.ﬁgy of July, 2022,






Flac C1

5r. No _{Name of Entity Pan No.

1 ASANSOL POLYFABS PRIVATE UMITED AAECAQ154G
2 ASHA AGARWAL ACVPAS524G
3 ASHA AGARWAL AFOPAD366C
4 ASHA AGRAWAL AFIPA2658B
5 ASHA DIDWANIA ADSPD5087D
6 ASHA GUPTA AHWPG2441A
7 ASHA JAIN ABAPJ004BRG
8 ASHA JAIN ACIPI2966N

9 ASHA JAIN ACRPI7142H
10  JASHA JAIN ADQPJ1589A
11 ASHA JHA ACWPJEB95Q
12  [ASHA RANI AGCPR2640F
13 ASHA VIJAY ACGPVB710N
14 ASHA DEVI DUGAR ADNPD17378
15  JASHA DEVILAKKAR AAWPL12868
16  JASHA DEVI SULTANIA AWDPS8484M
17 ASHA KEDIA AFDPKOB344
18 ASHA TRADECOM PRIVATE LIMITED AACCA3BR1N
19 ASHABEN BHUPENDRAKUMAR PATEL ACRPP3505C
20  |ASHDIL SALES PROMOTION PRIVATE LIMITED AADCAB452C
21 ASHIANA PROPERTIES PVT LTD AACCA2514)
22 ASHIRWAD TIE UP PRIVATE LIMITED AAGCA1397P
23 ASHIS DAS & SONS (HUF) AAKHA7319C
24  |ASHISH BANSAL AHPPBD224P
25 ASHISH DAMAN]! AAEPA4603R
26 ASHISH MORE AFNPMA4509M
27 ASHISH BAHETY (HUF) AAMHAOB60)
28 ASHISH CHHAWCHHARIA (HUF) AANHA2631L
29 ASHISH DAMANI HUF AAKHAB754R
30  |ASHISH DUBEY HUF AALHA9083M
31  |ASHISH GADHIA HUF AAKHAS243F
32 ASHISH GOEL HUF AAFHA7243G
33 ASHISH GOEL HUF AADHA0853M
34  JASHISH GOYAL ABSPG3430F
35 ASHISH GUPTA (HUF) AAKHA7512F
36 ASHISH KALYANMAL GARG HUF AAHHA7002B
37 ASHISH KUMAR (HUF} AAJHAG090F
38 ASHISH KUMAR MAHESWARI HUF AALHA1218H
39 ASHISH KUMAR SARAWGI HUF AAQHA3293D
40  |ASHISH PADIA (HUF) AAKHA4629M
41 ASHISH PERIWAL FAMILY TRUST AAATAB743)
42 ASHISH PERIWAL HUF AAMHA3554p
43 ASHISH SABHARWAL {HUF) AAOHAG864L
44  |ASHISH SUNIL KAREKAR AXUPK3004F
45 ASHISH TAYAL AND SONS HUF AAHHA3S07M
46  |ASHISH VARMA HUF AAIHA5008C
47 |ASHITKUMAR NALINKUMAR SHAH HUF AAFHS6477Q,
43 LIMITED AAHCA9618C




49 |ASHOK ARTI HUF AALHA4415N
50 |ASHOK B PAREKH & OTHERS HUF AACHASB77K
51 |ASHOK BABULAL VARDHAN AAAPVE2B8Q
52  |ASHOK G PORWAL HUF AACHA4999Q

|53 |ASHOK GANESHLAL PORWAL AAZPPOB18C
54 ashok kumar huf AAMHALD3ITM
55 |ASHOK KUMAR AGARWAL ACSPA5151E

756 |ASHOK KUMAR AGARWAL HUF AADHA1459C
57 JASHOK KUMAR AGARWAL HUF AAGHAZ547A
58  |ASHOK KUMAR BAGHMAR AAHPBZ140F
59  |ASHOK KUMAR CHOUDHARY AARPC1114G
60 |ASHOK KUMAR CHOWDHARY (HUF) AADHAZ2320)
61 |ASHOK KUMAR DAMANI & SONS HUF AACHA4646Q
62 |ASHOK KUMAR GOEL HUF AAFHA3006H
63  |ASHOK KUMAR HUF AACHA4773Q
64  |ASHOK KUMAR JAIN AACHA7213B
65  |ASHOK KUMAR JAIN ACFPI2019P
66  |ASHOK KUMAR JAIN AEWPI7248D
= [ASHOK KUMAR il HUF AAJHA2531D
68  |ASHOK KUMAR JALAN HUF AABHJBBO4E
69 |ASHOK KUMAR KASAT HUF AACHA2613R
70  |ASHOK KUMAR KEJARIWAL HUF AAMHA3289F
71 JASHOK KUMAR MOHTA AIKPMS8317N
72 |ASHOK KUMAR MOHTA HUF AACHA3446A
73 |ASHOK KUMAR MUNDHRA ADOPMO637C -
74 |ASHOK KUMAR MUNDHRA HUF AAGHA21011
75 |ASHOK KUMAR RAJESH KUMAR AAEFA5106H
76  |ASHOK KUMAR SHANKARLAL AGZPS2173H
77 |ASHOK KUMAR SHARMA ABMPNG222A
78 |ASHOK KUMAR SHARMA HUF AAJHAD631G
79  |ASHOK KUMAR SINGHI AAPPS0597R
80  |ASHOK KUMAR SURANA BRRPS1919R
81  |ASHOK N SHAH HUF AAIHARL70K
82  |CORPORATION AAEFA5191)
83  |ASHOKKUMAR K THAKKAR AIWPT7136N
24 |ASHOKKUMAR NANAKCHAND JAIN AAFPI7936D
85  |ASHU RASTOGI ABZPR3104L
86  |ASHU MITTAL AAUPMB421B
87  |ASHUTOSH BHAGAT HUF AAEHAZ486G
88 |ASHWIN CHUNIBHAI SHAH AMXPS1436R
80 |ASHWIN MOHANLAL THAKKAR AABPT3203H
90  |ASHWINI CHETAN SHAH ACAPSO517L
51 |ASIA COAL LINE ADVISORY PRIVATE LIMITED _ |AALCAISO7L
92  |AKASH NAYYAR HUF AAIHAS505L
93 |AKASHKUMAR R PATEL BIGPP7840G
94 |AKB TOWERS PRIVATE LIMITED AAGCA5074R
95  |AKHIL AGRAWAL AQAPA9889R
96  |AKHILESH BAGARIA BBWPBB236K
97  |AKHILESH GOYAL HUF AAGHA1718N

|98 [AKHILESH JAIN ACDPI0232C




“TaAFHA1287A

99  |AKHILESH KUMAR JAIN - HUF

100 |AKSHAT KHANNA ASRPK3330Q
101  |AKSHAT INCORPORATION ABAFA1594L
102  |AKSHATA RAHUL KHIVSARA AEZPR7806)
103  |AKSHAY SHARMA DIMPS7431E
104 |AKSHAY MANHARLAL SHAH AFSPSE760A
105 [AKSHAY SHARMA CDQPSB724L -
106  |AKSHI MITTAL AAIPM7321C
107 |AKSHIMA MIMANI BMRPM3704P
108 |ALAKNANDA DEALTRADE PRIVATE LIMITED AAICA1809P
109  |ALANKRIT VYAPAAR PRIVATE LIMITED AACCA5413A
110  |ALBRIGHT FINANCE PVT LTD AACCA2413)
111  |ALFA TIE UP PRIVATE LIMITED AACCA2334A
112  |ALKA CHHARIA ABYPC0826B
113  |ALKA DHANUKA AAGPDO729F
114 |ALKA GOEL AHRPG7188D
115  ]JALKA MEHTA AFAPMS532Q
116 |ALLO ROY ANOPR5262Q
117  |ALO DASS GUPTA AAIPG7475L
118 |ALOK AGRAWAL ACIPA4182K
119 |ALOK SINGHANIA AKOPS3982M
120  JALOK AGARWAL & SONS HUF AAFHA2825Q
121  |ALOK KUMAR AGARWAL AAKHA1452N
122  |ALOK KUMAR AGARWALA AADHA1088H
123  ]|ALOK KUMAR BHAGAT HUF AAOHA7088L
124  [ALOK KUMAR CHOUDHURY HUF AAHHAB898P
125 |ALOK KUMAR JALAN AND OTHERS HUF AACHA3444C
126 |ALOK KUMAR KAKAN! HUF AALHAG068B
127  |ALOK KUMAR SALIN KUMAR HUF AABHA3870P
128 {ALOK MEHROTRA HUF AANHA2083A
129 |ALOKE AGARWAL ACIPAO387P
130 |ALOKE GHOSH AGXPG7753M
131 |ALOKE SARAQGI AKWPS2465F
132 |ALPANA AGARWAL ADBPAB993N
133 |ALPANA GUPTA AIXPG7511P
134  |ALPESH HARISHKUMAR VORA HUF AAGHA4623M
135  |ALPS SALES PRIVATE LIMITED AACCA3914A
136 |ALTERNATIVE DEALERS PRIVATE LIMITED AAICA2613G
137 |AMALENDU GHOSH HUF AAOHA7298C
138 |AMAN JAIN AYVPIO14IN
139 |[AMAN GUPTA AND FAMILY HUF AAMHASS06R
140 |AMANAT COMMERCIAL PRIVATE LIMITED AAFCA3534M
141 [AMANAT DEVELOPERS PRIVATE LIMITED AAGCA9440D
142  |AMANAT MERCANTILE PRIVATE LIMITED AAHCAG308D
143 |AMAR AGARWALLA ACXPAO115F
144  |Amit Agarwal HUF AANHAG957K
145  |Amit Agarwal HUF AAQHA2400G
146  |Amit Kothari HUF AAGHAG680]
147 Amit Vaghaji Vora AENPV3391Q
148  |Amit Vaghall Vora (HUF) AAMHAB190H




149  |Amitabh Rajgarhia HUF AAIHAS651D
150  |Amritphal Mercantile Private Limited AAHCALG45F
151  |Amrltrashi Exim Private Limited AAKCAZ2113R
ik2 Anchal Nikhil Poddar AKGPAA553N
153  |Anil Kumar Rungt HUF AACHAA4787)
154 Anirud Mohta HUF AALHA1548Q
155 Anirudh Mohta ALGPM3062P
156  |Anjana Kedia AFYPK8023N B




BEFORE THE SECURITIES APPELLATE TRIBUNAL
MUMBAI

Order Reserved on: 11.05.2022

Date of Decision : 13.05.2022

Appeal No. 191 of 2022

Shubham Singhal

Radha Bagh Colony,

Chomu, Jaipur,

Rajasthan — 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



Mr. Samyak Gangwal, Advocate with Mr. Krishnesh Bapat,
Advocate for the Appellant.

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

WITH
Appeal No. 193 of 2022

Kala Patodia
2UG, 31/41, Binova Bhave Road,
Kolkata — 700 038. ..... Appellant

Versus

Securities and Exchange Board of India

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

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent

Mr. Mani Shankar Chattopadhaya, Advocate for the
Appellant.

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

WITH
Appeal No. 194 of 2022
Sudhir Kumar Saha
244, Lake Town,
Block - A,
Kolkata — 700 089. ..... Appellant
Versus

Securities and Exchange Board of India

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

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent



Mr. Varun Nathani, Advocate with Mr. Sukrut Mhatre,
Advocate for the Appellant.

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

WITH
Appeal No. 195 of 2022

Sudhir Kumar Agarwal HUF

A-75, Gandhi Nagar,

Moradabad,

Uttar Pradesh — 244 001. ..... Appellant

Versus

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

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

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

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

WITH
Appeal No. 206 of 2022

Rajendra Kumar Agrawal

HB 30 Salt Lake Block,

HB Premises TO END WORD 17,

Salt Lake S N 24PGS,

Kolkata,

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

Versus

Securities and Exchange Board of India

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

Bandra-Kurla Complex, Bandra (East),

Mumbai — 400 051. ... Respondent

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

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

WITH
Appeal No. 207 of 2022
Rajeev Gupta HUF
R/o G-69, Ashok Vihar,
Phase — I,
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/lb RG Laws for the
Appellant.

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

WITH
Appeal No. 208 of 2022
Seema Agarwal
FD 356 Salt Lake City,
Sector 111, Kolkata,
West Bengal — 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
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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 view of the latest decision of the Supreme Court in the
matter of T. Takano vs Securities and Exchange Board of
India & Anr. (Civil Appeal Nos. 487 - 488 of 2022) decided
on February 18, 2022 the impugned order should be set aside
and the respondent should be directed to supply the
investigation report before proceeding further. It was also
urged that the penalty imposed is excessive and arbitrary and
does not commensurate with the violation. It was contended
that only one or two trades were made for which a heavy

penalty has been imposed and that the factors contained under
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Section 15] 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 learned counsel for the parties at some
length, we find that the admitted position in all these appeals
is, that appellants have not disputed the execution and
subsequent reversal of trades as alleged in the show cause
notice. We find that the execution of trades in an illiquid
market with such precision in order placement indicates a
prior meeting of minds with a view to execuie 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 Pyvt, 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 trades
and a misuse of the Stock Exchange platform. SEBI
accordingly initiated penalty proceedings in a large number of
matters in which penalties were imposed, against which large
number of appeals were filed which were decided by this

Tribunal in Global Earth Properties and Developers Pvt. Ltd,

(supra).

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

which have clogged up their dockets.
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8. In the past when appeals against these kind of orders
being passed we had directed SEBI by our order dated
October 14, 2019 that SEBI should explore and come out with
some mechanism or a scheme such as a Lok Adalat so that
parties could settle the matter. Based on the directions given
by this Tribunal, SEBI came out with a settlement scheme in
August 2020 which was framed under the SEBI (Settlement
Proceedings) Regulations, 2018 (‘Settlement Regulations,
2018’ for short). This scheme came 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 AOs
have exonerated the noticees or have imposed lesser penalty
based on which, appeals are being filed before this Tribunal

seeking reduction in the quantum of penalty.
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11. In this regard the penalty which is being imposed is
under 15HA of the SEBI Act which prescribes a minimum
penalty of Rs. 5 lakh. This provision was amended on
September 8, 2014 by Act No. 27 of 2014. Most of the trades
in this illiquid stock option matters are during the period
2014-15. We find that where transaction were executed prior
to September 8, 2014 the AOs have imposed a penalty of
Rs. 1 lakh and on similar trades executed after September 8,
2014 a penalty of Rs. 5 takh have been imposed. Thus, on the
same sct 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
Jfile an application in writing to the Board proposing
Jor settlement of the proceedings initiated or to be
initiated for the alleged defaults.
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(2) The Board 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 TI provides the procedure for filing ‘Application for
Settlement’, Chapter 111 provides the ‘Scope of Settlement,
Chapter IV provides the ‘Terms of Settlement’, Chapter V
provides the constitution of a High Powered Advisory
Committee which recommends the terms of settlement and
Chapter VI provides the ‘Procedure for Settlement’. The
procedure envisaged under the settlement rules is thus

complicated and at times the terms of settlement becomes

stringent.
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14.  The settlement scheme that was issued in August 2020
under Chapter VI of the aforesaid Settlement Regulations,
2018 did not generate interest to these small time noticees
who had executed few trades for small gains as the proposed
settlement terms were found to be stringent, onerous and
unviable and that could be one of the reason why many

noticees did not opt under that scheme.

15. We, however, find that the respondent could still initiate
another scheme under Clause 26 of the Settlement
Regulations, 2018. For facility, the said provision is extracted
here under:-
Settlement of Schemes.
“26. Notwithstanding anything contained in these
regulations, the Board may specify the procedure and
terms of settlement of specified proceedings under a
settlement scheme for any class of persons involved in

respect of any similar specified defaults.
Explanation.- A settlement order issued under a
Settlement scheme shall be deemed to be a settlement
order under these regulations.”
16. The aforesaid provision also starts with a non-obstante
clause, namely, “notwithstanding anything contained in these
regulations” that is to say, notwithstanding the procedure

provided under Chapter II, III, 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 bv 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 PEUTP 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 Settiement Regulations, 2018.
Such scheme can be a onetime scheme for this class of
person. The terms of settlement should be attractive so that it
could attract the noticees / entities to come forward and settle

the matter which will ameliorate the harassment of penalty
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proceedings to the noticees and at the same time would help

to clear the backlog of these pending matters before various

AQ:s.

18. While considering the scheme SEBI should take into
consideration the provision of Section 15HA of SEBI Act
prior to the amendment made by Act No. 27 of 2014 with
effect from September 8, 2014. We find that various AOs
have imposed a sum of Rs. 1 lakh for similar trades which
were executed prior to September 8, 2014 and Rs. 5 lakh have
been imposed for similar trades after the amendment of

September 8, 2014.

19. SEBI should also take into consideration that only a few
trades were executed for small gains and some of the AQs
have exonerated these noticees on the ground that such

miniscule trades did not create any impact.

20. We also request SEBI that while framing a scheme
under the Settlement Regulations, 2018 it may also take into
consideration the reduction of the quantum of penalty

imposed in matters decided so far.
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21. We direct the Registrar of this Tribunal to send a
certified copy of this order to the Chairperson of SEBI within

a week for necessary information and action.

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