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Show Cause Notice under Rule 4(1) of the SEBI (Procedure for Holding

Inquiry and Imposing Penalties) Rules, 1995 in the matter of dealings in
llliquid Stock Options (ISO) at BSE

PART - A

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

2. SEBI had conducted an investigation into large scale reversal of trades in Stock
Options segment of the BSE during the period of April 01, 2014 to September
30, 2015 (Copy of relevant portion of Investigation Report is placed at Annexure

1).
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3. Pursuant to investigation, it was observed that during the investigation period,
there were trades executed in BSE Stock Options Segment involving reversal of
buy and sell positions by clients and counterparties in the same contract (refer
Paragraph 6 of Investigation Report/Annexure 1). The reversal trades involved
squaring off 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.

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

at Annexure 2.

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

investigation period is placed at Annexure 4.

6. In view of the above, it is alleged that the Noticee herein, by indulging in
execution of non-genuine reversal trades in Stock Options, created false and
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terms of Adjudication Rules read with section 15- of the SEBI Act, and penalty,
if any, shall be imposed under section 15HA of the SEBI Act. in such case, you
are called upon to file your reply within 30 days of receipt of this Show Cause

Notice.

v

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