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ADJUDICATING OFFICER

By Speed Post Ack. Due/Email

EAD-1/SBM/VS/14451/2022
Match 31, 2022
ARUN KUMAR GOENKA
(PAN NO.: ACZPG7689N)

5371, DUM DUM PARK SHIMULIA APPARTMENT,
KOLKATA, WEST BENGAL -700055

Email Id: GOENKA_AJAY@REDIFFMAIL.COM

Sub: Notice under rule 4(1) of SEBI (Procedute for Holding Inquiry and imposing penalties)
Rules, 1995 read with Section 151 of SEBI Act, 1992

1. Securities and Exchange Board of India (hereinafter refetred to as ‘SEBI’), vide communiqué dated
September 30, 2021 (Annexure-A), appointed the undersigned as Adjudicating Officer (hereinafter
referred to as “AO") under Section 19 read with Section 15-I(1) of Secutities and Exchange Board of
India Act, 1992 (heteinafter teferred to as ‘SEBI Act’) read with Rule 3 of SEBI (Procedure for Holding
Inquity and Imposing Penalties) Rules, 1995 to inquire into and adjudge under the provisions of Section
15HA of the SEBI Act, the violation of the relevant provisions of Securities and Exchange Boatrd of
India (Prohibition of Fraudulent and Unfair Trade Practices related to Securities Market) Regulations,
2003 (hereinafter referred to as ‘PFUTP Regulations’), alleged to have been committed by Arun
Kumar Goenka (hereinafter referred to as ‘Noticee’) by cartying out reversal trades, which were non-

genuine trades in the illiquid stock options segment at Bombay Stock Exchange (BSE).

2. SEBI observed large scale reversal of trades in Stock Options segment of BSE leading to creation of
artificial volume. Putsuant to the same, SEBI conducted an investigation into the trading activities of
certain entities in illiquid Stock Options at BSE for the period April 01, 2014 to September 30, 2015
(hereinafter referred to as ‘Investigation Petiod’/’televant petiod’). The copy of relevant extract of

the investigation repott is enclosed as Annexure-B.
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3. Ttmay be noted that reversal trades are considered non-genuine trades if it involves an entty reversing
its buy ot sell positions in a contract with subsequent sell or buy positions with the same counterparty
duting the same day. In this regard, artificial volume is considered as the volume (no. of units} reversed
in non-genuine trades, comptising both original volume and reversed volume while keeping out the

volume which is not reversed.

4. Pursuant to the investigation, it is alleged that, during the investigation period, a total of 2,91,643 trades
comprising substantial 81.38% of all the trades executed in Stock Options Segment of BSE were non-
genuine trades. The aforesaid alleged non-genuine trades resulted into creadon of artificial volume to
the tune of 826.21 crote units or 54.68% of the total market volume in Stock Options segment of BSE
during the Investigation period. It is alleged that 14,720 entities were involved in the execution of non-
genuine trade during the above mentioned investigadon period and further, it is alleged that the Noticee
is among the 14,720 entities who have indulged in the said non-genuine trades during the investigation
petiod. In this regard, details of all the alleged non-genuine trades of the Noticee in Stock Option
Segment of BSE during relevant period are attached as Annexute-C.

.LJ]

It is further noted that said alleged non-genuine trades wete not restricted to any specific contract ot
between any specific set of entities. Following points deals with the dealings of Noticee during the

Invéstigation period and allegations against his execution of non-genuine trades.

6. For the purpose of illustration of non-genuine trades and creaton of artificial volume by the Noticee,
details of trading done by the Noticee in the contract viz. “TATP15JULG0.00PEW3” on July 14, 2015

is given below:

Dace f Buver Seller Buy Order Sell Order | Trade | Trade | Trade
¥ Time Time | Time | Rate(¥) | Quantity
Megha 1 i |
14/07/2015 "é‘:::ﬁ“m” Associate 14:21:29 1421:20 | 14:21:29 0.05 | 100000
Private Limired i 1
= M i L'y i & |
14/07/2015 iprffii‘:ﬁ:ff é‘;’;}g“m : 14:21:17 42117 ) 142017 0.8 100000

7. Tt is observed from the table above that the trades entered by the Notcee in the contract of
“TATP15JUL60.00PEW3” on July 14, 2015, with his counterparty viz. Megha Associate Private

\
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Limited were reversed between the Noticee and the same counterparty on the same day resulting in
teversal of trades which are, prima fade, considered to be as non-genuine. Therefote, in the process
artificial volume in the stock option contract at BSE has been generated by the Noticee through such
non-genuine trades. From the table above, it is observed that the artificial volume created as no. of
units revetsed in non-genuine trades is 2,00,000 units comprising both volume of initial trade and
volume of reversal trade, while not consideting the volume which is not reversed. In the process, it is

obsetved that the Noticee had made a profit of 375,000/-.

8. The transactions in a said contract were reversed with the same counterparty indicates a prior meeting
of mind with a view to execute the reversal trades at a pre-determined price. Since these trades were
done in illiquid option contracts, there was no trading in the said contract and hence, there was no price
discovety in the strictest terms. The wide variation in prices of the said contracts, within a short span
of time, is a clear indication that thete was pre-determination in the prices by the counterpatties while
executing the trades. Thus, it is observed that Noticee had indulged in reversal trades with his

counterparty in the stock options segment of BSE and the same were non-genuine trades.

9. Itis further observed from the trade data of the Noticee that it has allegedly entered into non-genuine
trades in 2 contracts wherein he had executed a total of 5 trades all of which were, prima facie, non-
genuine trades. In view of this, it is alleged that such fraudulent trades of the Noticee had resulted into
creation of artificial volume of total 10,00,000 units.

10. From the perusal of the trade data of the alleged non-genuine trades of the Noticee, it is observed that
Noticee has allegedly executed non-genuine trades in 2 contracts. The total volume of 10,00,000 units
generated by the Noticee in these 2 contracts due to his alleged non-genuine trades was artificial volume
generated by the Noticee in the stock option segment of BSE. These alleged non-genuine trades,
executed by Noticee in above contracts, had significant differential in buy rates and sell rates

considering that the trades were reversed on same day.

11. Further, summary of dealings of Noticee in 2 Stock Options contracts in which he had allegedly
executed non genuine trades during the relevant period is enclosed as Annexure-D. The details of

A,
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ardficial volume generated by the Noticee through the alleged non-genuine trades are mentioned in the

rable below:
% of
Artificial % of
% of Non YVolume Artificial
% of Non Genuine gencrated Volume
Genuine trades of | by Noticee | generated
trades of Noticee in the by Noticee
Noticee in in the contract to in the
Total Total the contract | conmact Noticee’s | contract to
Avg. Buy Avg, Sell to Noticee’s | to Total Total Total
Buy volume Sell Volume | Totaltrades | tradesin Volume in | Volume in
S, Rate {vo.of | Rate {no. of in the the the the
No. Contract Name (4] units) (3] umits) Contract Contract Contract Contract
1 ALLD15IUL65.00PEW3 0.05 400000 0.75 400300 100 23.08 100 44.25
2 TATP15]UL60.00PEW3 0.05 133060 6.8 100063 160 6.06 100 4.97

12. In view of the foregoing, it is alleged that the Noticee, by indulging in execution of reversal trades in

Stock Optons with same entides on the same day, which were non-genuine in nature, has created false

or misleading appearance of trading in the aforementioned contracts traded in the option segment of

BSE. In view of the fact that these options contracts were illiquid in nature, having very small volume

in trading, the Noticee allegedly created artificial volumes in stock options which was manipulative and

deceptive in nature. Therefore, in view of above, it is alleged that the Noticee has violated Regulation

3(a}, (b), (c), (d), 4(1) and 4(2)(a) of PFUTP Regulanons, 2003. The text of aforementioned provisions

of law is being reproduced below:

PFUTP Regulations

3. Prohibition of certain dealings in securities

No person shall directly or indirectly—

(@) buy, sell or otherwise deal in securities in a fraudnient manner;

(b) use or ensploy, in connection with issue, purchase or sale of any secnrity listed or proposed to be Fsted

in a recognized stock exchange, any manipulative or deceptive device or contrivance in contravention of

the provisions of the Act or the rules or the regulations made there under;

(c) employ any device, scheme or arfifice to difraud in connection with dealing in or isiue of securities

which are Jisted or proposed to be listed on a recognized stock exchange;

\
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(d) engage in any act, practice, course of business which operates or would operate as frand or deceit
upon any person in connsction with any dealing in or isswe of securities which are Ksted or proposed to
be listed on a recognized stock exchange in contravention of the provisions of the Act or the twles and
the regulations made there under.

4. Prohibition of manipulative, fraudulent and unfair trade practices

(1) Without prejudice to the provisions of regulation 3, no person shall indulge in a fraudnlent or an
unfair trade practice in securities.

(2) Dealing in securities shall be doemed to be a frandulent or an unfair trade practice if it involves
fraud and may include all or any of the following, namely:—

(a) indulging in an act which creates false or misleading appearance of trading in the securities marksl;

13. The alleged violation of the aforementioned provisions of the PFUTP Regulations, if proved, makes
the Noticee liable for penalty under the provisions of Section 15HA of the SEBI Act. The text of the
said provisions is reproduced below:

Penalty for fraudulent and unfair trade practices.

15HA. If any person indulges in frandulent and unfair trade practices relating to securities, b shall
be liable 1o a penalty which shall not be less than five lakh rupees but which may extend to twentyfive
orore rwpees or three times the amount of profits made out of such practices, whichever is higher.

14. In view of the above, the Noticee is required to Show Cause as to why an inquiry should not be held
against the Noticee in terms of Rule 4 of SEBI (Procedure for Holding Inquiry and Imposing Penalties
by Adjudicating Officer) Rules, 1995 read with Section 15I of the SEBI Act and why penalty, if any,
should not be imposed on the Noticee under the provisions of Section 15HA of the SEBI Act.

15. Your reply, along with supporting enclosures and documents, should reach the undersigned at the
address mentioned below as well as through email at sureshm@sebi.gov.in and vikrams@sebi.gov.in
in pdf and MS word format within 15 (fifteen) days from the date of receipt of this Notice, failing
which it shall be presumed that you have no submissions to make, in which case, the matter shall be

AN
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proceeded with on the basis of materal/facts on record. You may also indicate in your zreply if you
desire a personal hearing in the matter. You are also tequired to submit 2 copy of your PAN Card and
your contact details (contact person, phone number, email details, fax etc.) for our records. Further, in

case there is any change in your address or contact details during the period of the current Adjudication

roceedings, th e may be brought to the notice of the Adjudicating Officer immediately.

e

SURESH B. MENON

Enclosures:
List of documents
St. No. Documents | Annexure
1| Copy of the Appointment Order dated September 30, 2021 : A |
2 Copy of the relevant extract of the investigation report B i
3 Trade log depicting all non-genuine trades of Noticee in Stock Option c
segment of BSE during investigation petiod ’

4 Summary of dealings of Noticee in contracts wherein he executed non- D

! | genuine trades
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SECURITIES AND EXCHANGE BOARD OF INDIA

Communication of the Order appointing Adjudicating Officer

1. Whereas, Securities and Exchange Board of India (SEBI) has examined
trading in the scrip of lliquid Stock Options at BSE for possible violation of the
provisions of the Securities and Exchange Board of India Act, 1992 (hereinafter
referred to as the ‘SEBI Act’) and various rules and regulations made there
under.

2. Whereas, the Competent Authority is prima facie of the view that there are
grounds to adjudicate upon the alleged violations of Regulations 3 (a), (b), (c),
(d), and Regulations 4 (1), 4 (2) (a) of SEBI (Prohibition of Fraudulent and
Unfair Trade Practices relating to Securities Market) Regulations, 2003, by the
entities mentioned at Annexure A.

3. The Competent Authority has, therefore, in exercise of the powers conferred
upon her under Section 19 of the SEBI Act, 1992 (“SEBI Act”) read with Section
15 (1) of the SEBI Act and Rule 3 of SEBI (Procedure for Holding Inquiry and
Imposing Penalties) Rules, 1995 (“hereinafter referred as the ‘SEB! Rules')
read with Section 19 of the SEBI Act appointed Shri Suresh B. Menon, Chief
General Manager, Shri Parag Basu, Chief General Manager, Shri G.
Ramar, Chief General Manager, Ms. Maninder Cheema, Chief General
Manager, Shri Prasanta Mahapatra, Chief General Manager, Shri Vijayant
Kumar Verma, General Manager and Ms. Soma Majumder, General
Manager as Adjudicating Officers vide Order dated Augqust 18, 2021 fo
enquire into and adjudge under Section 15HA of the SEBI Act, 19892 for alleged
violations by the Noticees as mentioned at Para 2 above. The list of the entities
against whom adjudication is approved and the names of the Adjudicating
Officers who are appointed to adjudicate against respective entities are placed
at Annexure A.

4. The said proceedings of appointment are hereby communicated to
the Adjudicating Officers who shall conduct the Adjudication Proceedings in
the manner specified under Rule 4 of the of the SEBI Rules read with sub-
section (1) and (2) of Section 15 | of SEBI Act. The Adjudicating Officers shall
enquire into and adjudicate upon the alleged violation as stated above and if
the Adjudicating Officers are satisfied that the entities have become liable to
penalty, may impose penalty, as they think fit, in terms of Rule 5 of the SEBI
Rules and provisions of Sections 15 HA of the SEBI Act.

- -,-’
o

S

ROBIN JOSEPH BABY
DEPUTY GENERAL MANAGER
SECURITIES AND EXCHANGE BOARD OF INDIA

ot
Dated at Mumbai, this30 day of September, 2021. 2\ A




Phase of AD
§.No |CaselD Case Nama PAN Number  |Name of the entlty Communication |AD Namve (Mr / Ms)
59 | 210017450]1S0 at BSE-ARIUN JAGDISH DUNGARSH! AQOPDI7BID  [ARJUN JAGDISH DUNGARSHI 3 Suresh B Menon
60 | 210007992[150 at BSE-ARPAN TIEUP PVT LTD AADCASQOZE  [ARPAN TIEUP PVT LTD 3 Suresh B Meron
61 | 210013729{I50 at BSE-ARPANA AGARWAL ACVPAZSDIP _ |AHPANA AGARWAL 3 Suresh B Menon
62| 210016208150 at BSE-ARPANA MANGLA AIAPMIBSEL  |ARPANA MANGLA 3 Suresh B Menon
63 | 210018458{(50 at BSE-ARPIT AGARWAL BNBPA1591F  lARPIT AGARWAL 3 Suresh B Menon
64 | 210012962{150 at BSE-ARPIT PATOUI ABSPP3DGGE  [ARFIT PATODI 3 Suresh § Menon
65 | 2100118161150 at BSE-ARPIT AGRAWAL [HUF) JAAOHA7022C  |ARPIT AGRAWAL {HUF) 3 Suresh B Menon
66 | 210017922{I50 at BSE-ARPIT JAIN |AXGPI1548) ARPIY JAIN 3 Suresh B Menon
67 | 210607574]1S0 at BSE-ARRIANA BEGANI TRUST AACTASDREA  |ARRIAMA BEGANI TRUST 3 iSuresh B Mencn
[ARRDWLINK CHEMICAL PRIVATE
68 | 210010876]150 at BSE-ARROWLINK CHEMICAL PRIVATE UMITED  |AAKCA1933D {LIMITED 3 Suresh 8 Menon
69 | 210010885]150 at BSE-ARROWSPACE TREXIM PVT LTD AAKCA4008M  JARROWSPACE TREXIM PVTLTD 3 Fumh B Menon
70 | 210012310]SO =1 BSE-ARTI SRIVASTAVA AATPSAE76D [ARTI SRIVASTAVA 3 suresh B Manon
71 | 230011351]ISO st BSE-ARTVIEW VANLIYA PVT LTD AAMCABSBSF  [ARTVIEW VANLIYA PVT LTD 3 Suresh B Manon
72 | 210014342[150 at BSE-ARUN AGBARWAL ADOPAS390)  JARUN AGGARWAL ’ Suresh B Menon
73 z:uomnllso at BSE-ARUN ENTERPRISES ACIPKBO4AL ARUN ENTERPRISES F Suresh 8 Merion
74 210013067 |50 at BSE-ARUN KUMAR ABKPKADASK __JARUN KUMAR 3 fs_umh B Menon
75 210010947 |150 at BSE-ARUN AGGARWAL HUF AAKHASE74N  JARUN AGGARWAL HUF 3 |suresh 5 Menon
76 | 210010107|1S0 at BSE-ARUN GOEL HUF AAHHAD733R  [ARUN GOEL HUF 3 {Suresh 8 Manon
77 | 210012214180 at BSE-ARUN KUMAR AGARWAL ACFPA2396A . FARUN KUMAR AGARWAL 3 {Surwsh B enon
78 | 210006527]150 at BSE-ARUN KUMAR AGRAWAL AABHATOISH  [ARUN KUMAR AGRAWAL 3 {Suresh B Menon
79 210009752 150 at BSE-ARUN KUMAR BANKA HUF AAGHAS179Q. JARUN KUMAR BANKA HUF 3 |surash 8 Menon
BO | 21001474150 at BSE-ARUN KUMAR BANTHIA AEGPBSS76F  JARUN KUMAR BANTHIA 3 |suresh & Menon
81 | 210012899[ISO at BSE-ARUN KUMAR CHOUDHARY ABLPC1S49C  JARUN KUMAR CHOUDHARY 3 |Suresh B Menon
83 | 210613885]IS0 at BSE-ARUN KUMAR GOENKA ACZPG7EESN  |ARUN KUMAR GOENKA 3 suresh B Menon
83 | 210015631{I50 at BSE-ARUN KUMAR GOYAL AGBPGO517F  |ARUN KUMAR GOYAL 3 Suresh B Menon
84 | 210013552{150 at BSE-ARUN KUMAR JALUKA ACQPJIB0BH  [ARUN KUMAR JALUKA 3 |suresh B Mencn
85 | 2100150761180 at BSE-ARUN KUMAR KEDIA AEYPKEISSD  [ARUN KUMAR KEDIA 3 [suresh B Menen
86 | 210012413]150 o1 BSE-ARUN KUMAR PODDAR [ HUF) AAMHAS2640)  |ARUN KUMAR PODDAR { HUF) 3 I_slmsh B Menon
§7 | 210018568]IS0 at BSE-ARUN KUMAR SAXENA |BRLPS1779M  |ARUN KUMAR SAXENA 3 Suruth B Menon
88 | 210005290(150 51 BEE-ARUN KUMAR SHAH HUF AADHALOS6P  [ARUN KUMAR SHAH MUF 3 |suresh B Menon
89 | 210005735{150 at BSE-ARUN M CHAVAN HUF AAGHAISB2D [ARUN M CHAVAN HUF 3 |S|.rmh B Menon
S0 | 210007534180 a1 BSE-ARUN MOHLA HUF - JAACHAGSS10  |ARUN MOHLA HUF 3 suresh B Menon
g1 | 210036753 |150 9t BSE-ARUNA DEBI DUGAR AKYPDBIBZE _ |ARUNA DEBI DUGAR 3 Surath B Menon
92 | zi0tus0ez (IS0 at BSE-ARUNIMA GULATI AHKPGI4TOB  |ARUNIMA GULATI 3 Suresh B Menon
[ARUNODAY MERCHANTS PRIVATE
93 | 210007279/IS0 at BSE-ARUNODAY MERCHANTS PRIVATE LIMITED JAACCA2486K  |uswiTED 3 Suresh B Mencn
84 { 710015643}1S0 at BSE-ARVIND KUMAR KARNANI AFYPKB027) ARVIND KUMAR KARNANI 3 |suresh B Menon
[ARVIND KUMAR SURESH
g5 | 2100069317/1S0 at BSE-ARVIND KUMAR SURESH CHANDBAGDI AABHA2754C _ |CHAWDBAGDI 3. Suresh B Menon
86__| 210011972150 3t BSE-ARVINDKUMAR BABULAL ALMAL AAPPA7BEIE  JARVINDRUMAR BABULAL ALMAL 3 Surash B Meron
15D at BSE-ARVINDXUMAR RAMNIWAS MAHESHWARI ARVINEXUMAR RAMNIWAS
97 | 210010718HUF AAJHABIDIM  {MAMESHWAR! HUF 3 Suresh B Menon
ARTA TRADECLM PRIVATE -
98 | 210009651{I50 at BSE-ARYA TRADECOM PRIVATE LIMITED AAGCAJ2508  {LIMITED El Suresh 8 Mznon
ARYADEEP COMPLEX PRIVATE
95 | 2100108741150 at BSE-ARYADEEP COMPLEX PRIVATE LIMITED AAKCAI378E  {LIMITED 3 Surash B Menon
100 | 210010058/IS0 at BSE-ASAN STEELS PRIVATE LIMITED AAHCABGITP_ {ASAN STEELS PRIVATE LIMITED 3 Suresh B Menon
ESANSOL FOLYFABS PRIVATE
101 | 210008861(ISO at BSE-ASANSOL POLYFABS PRIVATE LIMITED AAECADISAG  JLUMITED 3 Suresh B Menon
102 | 210013730150 5t BSE-ASHA AGARWAL T ACVPASS24G  JASHA AGRRWAL 3 [suresh B Menon
103 | 210015410]ISO ot BSEzASHA - AGARWAL AFCPADIBEC  JASHA AGARWAL 3 {Suresh 8 Menon
104 | 210015265}iS0 at BSE-ASHA AGRAWAL AFIPA2658B  |ASHA AGRAWAL 3 |5¢r=sh B Menon
105 | 230014404}1S0 at BSE-ASHA DIDWANIA ADSPD50B7D _ [ASHA DIDWANIA 3 Suresh B Menoh
106 ] 210016170[ISQ at BSE-ASHA GUPTA AHWPG2441A  |ASHA GUPTA 3 |suresh & Menon
107 | 210012651|ISO &t BSE-ASHA JAIN |ABAPIOO4SG  |ASHA JAIN 3 |suresh & Menon
108 | 210012825|1SO at BSE-ASHA JAIN ACIPI2956N ASHA JAIN 3 Suresh B Menon
108 | 2:0018508[ISO at BSE-ASHA JAIN {ACRPI?142H  |ASHA JAIN 3 |5umh 8 Mzhon
110 § 210014354|150 at BSE-ASHA JAIN {ADQOPJISEOA  1AtHA AN 3 |5uresh B Menon
111 | 2100:3793)IS0 at BSE-ASHA JHA ACWPIBROSE,  [ASHA JHA 3 Jsu_-uh B Menon
112 | 2100i87318[1SO at BSE-ASHA RANI AGCPRIGACE  {ASHA RANI 3 suresh B Menon
113 | 2300ri261}I50 at BSE-ASHA VIIAY ACGPVE7ION  [ASHA VUIAY 3 {Suresh B Menen
114 | 220084270150 at BSE-ASHA DEVI DUGAR ADNPD17378  {ASHA DEVI DUGAR 3 Suresh B Mencn
115 | 210012473150 at BSE-ASHA DEVI LAKKAR AAWPL1ZBEB  {ASHA DEVI LAKKAR 3 Suresh B Menon_
1i6 noomsaltso at BSE-ASHA DEVI SULTANIA AWDPSE484M  |ASHA DEVI SULTANIA 3 Suresh B Menan
117 | 210015179]150 at BSE-ASHA KEDIA AFDPKOB34)  JASHA KEDIA 3 |Suresh B Menon
[ASHA. TRADECOM PRIVATE
118 zmmmalls_g_g_t BSE-ASHA TRADECOM PRIVATE LIMITED AACCA631Q  JUMITED 3 Suresh B Menon
i ASHABEN BHUPENDRAKUNAR
119 nuousoallso at BSE-ASHABEN BHUPENDRAKUMAR PATEL ACRPPISOSC  |PATEL 3 Suresh 6 Menon
Jlso at BSE-ASHDIL $ALES PROMOTION PRIVATE ASHDIL SALES PROMOTION
124 210007991 |LIMITED AADCABAS2C PRIVATE LIMITED 3 Suresh B Menan
121 | 210007280150 at BSE-ASHIANA PROPERTIES PVT LTD JAACCA2S514)  |ASHIANA PROPERTIES PVT LTD 3 Surech B Mencn
ASHIRWAD TiE UP PRIVATE
172 zmonssasllso at BSE-ASHIRWAD TIE UP PRIVATE LIMITED AAGCA1YS7P  |umITED 3 Suresh B Menon
123 ! 210010954|150 at BSE-ASHIS DAS & SONS [HUF) AAKHAZI19C  |ASHIS DAS & SONS (HUF) 3 |suresh B Menon
124 1 210016117|IS0 at BSE-ASHISH BANSAL AHPPBO224P  |ASH:SH BANSAL 3 |suresh & Menon
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\dentification of Reversal Trade / Non Genulne trades and Reversal Trade
Quantity / Artificial volums - Raeversel trades have been classified as thoee trades in
wlidunarﬁtyreverseshebuyorsellpodﬂom in & contréict with subsequent sell or
buy posiions with the same ‘counterparty during the same day. For the sake of clarity, 8
coniract I8 shortiisted (i.8. "HDIL14NW100.000EW2") and all trades that were,
axecuted In this coniract during the |.P. is shown below: ‘ o

o
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FRND-J = Dolalis of rades executed i he conlract "HDIL14NQV100 UoLavye cusring the IR, . .. ...
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" 'Beltwmentioned aré some of thé observatiohs made from the abov sfable;
a. In total 7 tradés were executed in the contract "HDIL14NOV100.00CEW2" during

the |.P, Out of 7 trades, Samarth Financial Servicas placed a buy order of 96,000

umits of Put Option of contract "HDIL14NOV100.00CEW2* on 13/11/2014 at

12:11:41 pm. This buy: oride? got matched with pending 2 sell orders of Kanan

Khanik Shah in mesmmmactforamtelofﬁs.OOOuMB.m:mmod in2

trades with total trade. quantity of 88,000 units and trade value of Rs. 1,12,800.

b. Thereafter, on the same day, about 2 minutes later, Samarth Financlsi Services
placed & eell order of 92,000 units of confract "HDIL14NOV100.00CEW2" which
got matched with corresponding 2 pending buy orders of Kenan Khenlk Shah in
the same contract for a total of same units. This resulted In 2 trades with total
frade quantity of 62,000 unite and trade valus of Rs. 4,600,

¢. The remaining 3 frades In this contract during the: .P. were executed betwaen
differant set of entities and were not reversed by them.

d. From the above, it can be seen that total number of noh genuine trades that were
executed In the contract *HDIL 14NOV100.00CEW2" were 4 (trades shown at S.
No. 4 to 7 at Table 3) and total ertificlal volume gonerated through such non
genuine trades was 1,84,000 units (48000+ 48000+ 44000+ 44000).

e. The entity wise contribution to number of non genuine trades and.artificlal volume
in the above contrect is shown below:
Talile 4 - Entlty visé contiibution l;l’i.. m&ﬁmﬁim trades and artificis) vohume In the:contract

JRNLIANCVI00.00CEVY2” during the LP. .

e Ay
] "N

genuine trades. Further, out of 4 non genuihe trades, Samarth Flhanclal Services
was Involved in:all such 4 frades (by appearing as buyer in 2 trades and as seller
In 2 trades). Hencs, it is concluded that Samarth Financlal Sérvices was Involved
_in 4 non genuine: trades -and generated artlficial volume of 1,84,000 through

y, reversal trades. Similarly, Kanan Khanlk Shah was also Involved In 4 non genuine

LA matter. of Yoding esitivilies: of cortein entities in iliouid Stoc (Do sed¥pEs
. i [
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trades and generated artificial volume of 1,84,000 through reversai trades. Hence,

the aforementioned two entilies have violated Regulations 3(a), (b), (¢} (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 LP. - The modus
operand| that was identified in the Interim order end Confirmatory order was that certain
ontities had continuously made profits and certain entities had continuously made

loases by reversing their trades or executing reversal trades in various individual Stock
Options contracts on BSE's Stock Options segment. In the Interim order, these reversal
trades were also reforred to as "non-genuine frades”

in view of the directions in the Interim order and Confirmatory ordef, Investigation of
trades ‘has been done for ali entities that had traded In BSE's Stock Options segment
during the 1.P. Total number of contracts during the 1.P. was 23885 contracts. The
detafls of trading in such 23885 contracts are shown in table below:
" Table:5 - Detils of trading In all contracts of BSE' Stock Options segment

. s

chuting the LP.

it I&JII\-QTSO e e b s

i) Outof total trades that were executed in BSE's Stock Options segment during the
1.P., 81.38% trades were Non genuine trades.
i) Tolal ariificlal volurie generated though such Non genuine trades wes 54.688% of
total fraded volume in BSE's Stock Options segment duting the 1.P.
i) Out of 21,652 entities that had fraded in BSE's Stock Options segment during the

LP., 14,720 entitles were involved In executing such Non genuine trades.




From the above table, ltisobsarvedmatmwdmumhudlminteﬂnsoftumhad
happened in contracts in which the. number of trades are less than 10 trades In each
contrect. it is evident from the fact that out of total trading tumover of Rs. 7204 crore
(spprox.) In BSE's Stock Options segment during the I.P., Rs. 3483 orore (48.49% of
Wmmkel)wasoomuwdbycommwhlchﬂ\ommbwdhdasmm
1-10 trades each. The total number of such contracts was 19801 coniracis out of fotal
23886 contracts in which trading happeried during the 1.P.

The sforementioned classification of contracts was' further classified lnto 2 troad

catagorioe:

1) Group A Contracts - includes all such contracts in which number of trades wes
more than 100 tradés during the 1.P. (1.e. contracis shown at 8. No. 1 to 3 in above
table). Sihce the number of trades in each of these contraots is more and
consequently the number of snfiies trading In each of such contracis was also
more. Hance, ttades happened In these contracts were analyssd in detall to
Identify any manipulative pattem.

i) Group B Contracts - Includes all such confracts in which number of tradas was
equal to or lass than 100 trades during the I.P. (l.e. coniracis sliown.at 8. No. 4 o
8 in above tabls). In Group B Contracts, the numbar of trades happened was very
less and consequently the entitles ireding In each of such contract weas also jess.
in such a scenario, ﬂ\om’hlﬂghpouibllnyﬂ\atmabuylsdludmplwedbyom
entity get matched with the sams entity or with a few entities only who had traded
In such contracts. Hence, fie perceniage of artificlal 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 entliies trading In each of such
contracts would be very faw and the reversal trades are bound to happén in such
scenatio. Further, in Group B contracts, the chances of tepetition of any
manipulative pettern (in terms of reversal / circular trades) by any particuler entity
In a particulsr contrect are also limitéd as the toial number of trades happened In
each contract Is less (less than 100 trades).

7.1.Analysis of trades in Group A Contracts - As mentioned above, Group A contracis
refers to all such contracts In which number of tradee was more than 100 trades
during the L.P. The number of such contracts during the |.P. was 146 contracts. The
dahllsofh‘aﬂlnglnaunh14acormmlsshownmmblebem
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i) Almost all

through such non genuine trades was also
coniracts
i) in category of contracts
genuine trades executed was 96.70%.
through such trades was 40.
1if) On an overall basis,
with more than 100 trades each (Group A
of trades In such contracts which signifies
entities for only reversing their transactions.
iv) The total number

entiies and out of these 279 entities were

frades.

7.2.Analysis of trades In Group B Contracts -
contracts refers to all such
than 100 trades during the
23730 contracts. The detalls
below:
8 - Datalls of trading,

Y v able. e Tollowl Is Obsarved:
trades that had happened In category

trades each were non genuine trades. Further,
90.87% of total trading volume In such

the number of noh genuine U
contracts) was 99.28% of total number
that these contracts were used by the

of entities that were trading In

L AY,228t 1 B8eIN
064] 197,788/
40.47%,
of contracts with more than 1000
the artificial volume generated

with trades between 101-1000, the number of non
however, the artificial volumne generated
17% total market

trading volume.in such contracts.
ine trades during the L.P. in contracts

Group A contracts was 6814
indulged In executing non genuine

As mentioned at Para 7, Group B

contracis in which number of trades wae equal to or less
I.P. The number of such contracts during the 1.P. was
of trading In such 23739 contracts is shown in table

a] volume generated through non gent

“From the above table, the following Is observed:

}) Percentage of non genuine trades was 58.1
In Group B contracts during the L.P.
it) Artificlal volume generated though

;._ - I - N e T et o

“‘“

2% of total trades that were executed

such non genuine tredes was 54.65% of total

traded volume in Group B contracts during the 1.P.

i) Out of 21,526 entities that had tra

entitles were invol

ded In Group B contracts during the 1.P., 14,67
ved In executing non gsnuine trades.
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7.3, Entities involved in executing non genuine trades across ‘all contracts — As

mentloned at Table 5 of the report, It is observed that 14,720 entities were induiged in

execuling non genuina trades during the 1.P. A summary of non genuine trades
exeoutsd by top 1 dmﬂml.P.lsglvsntnta!;lam

Ll AL ilp e

AL &

TN 1) 2
< Al ST T L - O.63%

- __ .: . F_E}_I-ZEIHE];G“ __,,,,. g |
gisd | Mo geniing. Tredes 1820 T

56 above 1ablo; K 1 observed thal top 10 ehtites
axscuting non genulne trades thst contributed 4.08% to total number of trades
exacufed In BSE's Stock Options segment during the LP. Further, the
contribution of top 10 #ntities to artificlal volume.generated through non genuine
trades was 9.76% fo total market volume during the L.P. it was &lso obsetved
that all the aforementioned 10 enflties were part of those 59 entiles ageinst
which directions were issued in the intarim order dated Auvgust 20, 2015.
Apart from the Individual cortribution of entities to merkét volume through non
genuine trades, the contribution of various unique palrs of entities was- also
' .Hare.UuﬂquairoferﬁﬂeswfersinanyZanﬂlleswhohad
engaged In reversal of trades among themselves. Coritribution of Top 10 such
pairs of antities who have contiibuted maximum to arlificial volume by reversing
their transactions across all contracts in the market during the |.P. are shown

teble below: , .
10-Arﬂﬂddvdmnymubyhpfopdrdmmmiw
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From the above tible, it s observed that top 10 u peir of entities have
together contributed 1.70% to markel volume and none of the singie: unique
pair of entities have contributed more than 0.34% to total market volume. On
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anelysing complete trads data of ell coniracts during the LP., It is observed thet
tliere were 22660 different palrs of entitles who have contributed 54.68% to
total market volume through non genuing trades.

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

Para7.1,7.2 and 7.3 .

1) The percentage of non genuine trades executed to totel number of trades was
higher in Group A confracts (89.30% of total trades) than in Group B contracts
(59.32% of total rades).

i) The artificlal volume generated through non genuine trades was almost same for
éb:lgs%eateg) ories of contracta (Group A contracts - 57.27% and Group B contracts -

1) Trades of all entities across eil contracts are analysed and it is obeerved thet the
top most unique palr of 2 entities that have confiibuted 16 artificlal volume had
contributed 0.34% to total market volume and top 10 pair of entities, contributed
1.70% to market volume by executing revarsal trades. Hence, no concentration ls
-sean between any specific sat of entities who had contiibuted to artificial volume
through reversal trades. However, & large number of entities (fotal 14720 entities)
were engaged in generation of artificlal volume by executing reversal trades.

In view thereof, it is concluded that majority of the volume that was ganerated In

BSE's Stock Options segment during the 1.P. was srtificlal volume. A total of 14720

entities were involved In axecuting non genuine trades theréby violating Regulations

3(a), {b), (e), (d), 4(1), 4(2)(a) of SEB} Prohibition of Fraudulent and Unfalr Trade

Practices relating to Securities Market) Regulations), 2003.
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