~ IN THE COURT OF CHIEF uETROPomAkcssTRATE, TIs| |

HAZARI COURTS, DELHI.

CC NO: 2003~

T

SECURITIES AND EXCHANGE BOARD . oS
OF INDIA, ("a statutory body established C‘i“/’
under—the—piovizicns— itlesand - T

2. Shri Mukund Lal, (Director).

‘Exchange Board of India Act, 1992), .

Having its Regional Office at Rajendra )
Place, New Delhi represented by ifs Asst. ...COMPLAINANT
General Manager, Mr.JYOTI JINDGAR.

VERSUS 9@3

1. M/s. Momni Forest India Ltd., - , (2,09
Having its Registered Office at 7 %\\0“
SCO 158, Ekta Market,

Circufar Road, Sector 45-C,

{ Burali ), Chandigarh.

Also at: , '
H.No. 3814, Mauli Jagaran Complex,
Chandigarh. - )

( as informed by ROC, Punjab,

HP, Chandigarh.

Sio Shri Amrit Lal, o b ¥
H.No. 1456, Mauli Jagran Compley, -
Chandigarhi. - -

3‘ Shri Ramesh Kohii,(Director).
- 8/o Shri Dharam Pa;. N Y -

H.No. 3283, Sector 45,

Chandigarh.

. ShriHarDayal, (Director)
Slo Laté'Shri Paras Ram, .- . *

e -

H.No. 3281, Secfor45-D,

Chandigarh. &

5. Shrl Samarjit Singh, (Director), S/
S/o Shri Ram Singh, =~ =~ &~
H.No. 1370, Rajiv-Colony, -

Sector 17, Panchkula. =

6. Shri Uday Raj Singh, (Director) ~__, p B —
S/o Shri Mewa Lal Singh, - AVTESI R -

H.No. 1817, Mauli Jagran Complex, :
Chandigarh. é:"\"tfﬂg:
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IN THE COURT OF MS. ASHA MENON: ADDL. SESS!O@S :
JUDGE: DELHI Yoo

CC NO.66/2005
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SECURITIES & EXCHANGE BOARD OF INDIA, a statutory body '
established under the provisions of Securities and Exchange Board of

18 : +Office at-Rajenara &S New
Delhi represented by its Asst. General Manager, Miss Jyoti Jindgar.

... Complainant
‘ - VS,
1. M/s Morni Forests India Lid,,

Having its Registered Office at
SCO 158, Ekta Market, -
Circular Road, Sector 45-C,

* (Burali), Chandigarh.
Alsoat: S ,
H.No.3814, Mauli Jagaran Complex,
Chandigarh,

(as informed by ROC, Punjab,HP, Chandigarh)

2. Sh. Mukund Lal (Director),
Sl/o Sh. AmritLal, )
H.No.1456, Mauli Jagran Complex,
Chandigarh. )
3. Sh. Ramesh Kohli, (Director);
- S/o.Sh. Dharam Pal,
H.N0.3283, Sector 45-D,
*- "Chandigarh. - 5
' % Sh.Hari Dayal, {Director),
S/o Late Sh. Paras Ram,
~ H.No.3281, Sector 45-D,
Chandigarh,.

W Sh.Samarjit Singh (Direttor)
< S/o Sh. Ram Singh, - .
H.No.1370, Rajiv Colony;
Sector 17, Punchkula.

Sh. Uday Raj Singh {Director),

S/o Sh. Mewa Lal Singh,
H.No.1817, Mauli Jagran Complex
Chandigarh.

_ | TATTESTED

b




2. Sh.Shyam Raj Singh (Director),

H.No.1378, Rajiv Colony,

Sector 17, Panchkula. R

€ . Sh. Inderpal (Director),
H.No.152/1, Village Attawa.

antntd’)g.ghaﬁd,gafh'_..—- - IS _
) . ' .,Accuseé
JUDGMENT: »
- BACKGROUND FACTS:
1. The complaint has been filed by the Securities and

Exchange Board of India (hereinafter referred to as the SEBI)

through Ms Jyoti Jindgar as Assistant General Manager, SEBI
against Morni Fo_rest‘s. India Ltd. and against its Directors Sh.
Mukund Lal, Sh. Rémgsh Kohii, Sh. Hari Dayal, Sh, Samarijit Singh,

Sh. Uday Raj Singh, Sh. Shyam Raj Singh and Sh. Inderpal.

2. The ccmp}amt has been preferred under the. Securmes and

_Exchange Board of India Act, 1992 and the rules made thereunder.

The case as set out in the comptam: is that the Gevernment of India-

after detasled consu!tanons with the' regulatcry bodies decided that -

an appropnate regulatory frame work for reguianng entities which
issued instruments such as Agro Bonds and Plantano’:Bonds etc,,

was required io be created. Thereafter, the chemmeni notified
on November 1997, through a press release, that such schemes

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

Investment Scheme governed by the SEBI Act 1992.

gam C o
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The aim of these regulations was to ensura investor - T
‘\;.‘ .

~ protection and to promote legitimate investment activities. Tre

regulations were notified in 1999 a5~ the SEBI (Collective

Investment Scheme) Regulation 1999.

4. .

5.

The emmes mvai‘veﬁ in any Co! ectsve Investment Scheme
were reqwred vide the press release dated 26.11. 97, 18.12.97 10
file mformanon w:th the- SEBI giving the detail of the Company, its
Scheme and nature Gf Investment etc. In response the accused in
this case ie. Morni Forests India Lig. informed that they had
collected Rs.35,000/- from the general public. It also informed who
the Directors were.

It has been stated in the Com’p!aérit that after the regulations
cam.e into force, the SEBI issued Ietters dated 15.12.99 and

28. 12 99 and also 133ded pubhc nonces dated 10.12.99 informing

~ the _accused company of the notification and the reguiatsons and

6.

dwectsng nt fo send mformatson memorandum Io all investors
detat!:ng the state of affatrs of the Schemes the amount repayable
o each,!nvestors and the manner in whsch such amount w

determhed Th:s information was to be sent by 28.2.2000.

Subsequent ly, the last date for furmshmg details was extended upto

31*March, 2000.

ALLEGATIONS IN THE COMPLA?NT

'According to the cémptainant, the accused"No. 1 failed to

€
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apply for registration and also failed to submit the repayment repé‘qe .

" nor did it furnish details for winding up the schemes. Therefore, 0;1 I -
December 7™, 2000, orders were issugd‘by SEBI u/s 11 B of the

SEBI Act 1992, to the accused company to ferﬂd the money

e
e

e - —

collected to the mvestors within one month and submit the report of
~ repayment and winding up to the SEBI. According to the
cm:!wp!ainant since there .was no comp!iance of this order, the
accused éompany and ifs Direct;)rs had violated the Regulations
No. 68(1) and (2) 73 ahd 74 .RNJ‘Reguiattion 5 (1} of the SEBI
' (Co%?ectivé Investment Scheme) Regulation 1999 and had aiso
violated Section 11 B and 12 (1) B of the SEBI 1992 which were all
woiatzon pumshabie Uls 24 (1) of the SEB% 1992 R!W Section 27 of
the said Act
7. ,‘ Vide orders Qate&,15‘12,2003 the accused were summoned
for tnai The notice of alieganens under Section 251 Cr.P.C was
' served on accused on 29 4. 2005 and they pleaded not gua!ty The
M cqmpiamar}t examined Ms.rJye'ta Jindgar, DGM as CW-1 in support -
‘ of thé complaint. The ;tatemer»atsr of the accused were .recc;rded u/s
313' Cr,P.CA,” The aécused relied only on docygments for their
&efeéce. o
EV?DENCE
8. CW-1 Ms. q);oti Jindgar has- Seposed that sﬁe was

authorized vide Ext.CW1/1 to file the criminal proceedings. She
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p%aced on record the directions issued by the SEBI under Sec?xorg
1118 of the SEBI Act, 1992 as ExtCW1/2. She also brought on ™ » . .-
record copy of the press release dated~ 18.11.97 directing that

companies issuing Agro Bonds and Plantation Bonds under their

Schemes would be classified as’ Collective Investment Schemes as

defined under the SEBI A;:t and that SEBI would frame regulations
for regulating suvcf);,ccmpgnies and placed the same on record as
Ext.CW1/3. She also deposed in respect of press release dated
26.11.97 and public notice dated }8;12.97 directing the companies
runnin§ CIS to fite information with SEBI regarding their Scheme in
order o continue their operation till the notification of the

: '{egutaticﬂs and t¢ eéab!e them to avail benefit of Section 12 (1B) of
SEBI Act and broughf the same on record as Ext.CW1/4 and 5. She
deposed _iha{ in re;sponse- tq_ xthis the Co'mpany' had vi&e letier dated
15.1.98 Ext.éWi!S submitted informaﬁon regarding its CIS
'-fumi.shing' the names o; its Qiréc:ors and information that
M Rs.35,000/- had been mobilized under four of its Coliective

!nvéstment Schemes.

g. " The SEBI (CIS) Regulations, 1 999 were notified on
=

15.10.99. The same was sntzmated by the SEBI to all existing CISs

by press re!ease dated 20.10.99 and speciﬁcaily to accused Morni

Forests vide letter dated 21.10.99 which returned with the remarks

" "no such firm at this address”. The witness deposed that in terms of
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the regulations the Company was "equired to apply fo; reéigtr_af'_iiaﬁ&*_j";-? v

Or wind up jtg Scheme in terms of Regulations 73 and 74 and was

further required o Circulate Em‘orrﬁatéon memorandum o itg

Investors and io 'epay and wing Up its scheme and submit the

this address”. The w:‘tﬁ’ess stated that the réquirements were also

T Benow (Spesias :
Date  Conving Aw v f3e e}




repay the Investors as per the original terms of offer within dne
{month of the said order. The witness stated that this order was

ccmmunicated to the company vide letter dated 18.12.2000 which

~ ———_was retumned as undelivered to the SEBI with the remarks "no such

firm at this-address". The contents 'of the order was also published
in teading nationial newspapers specifically in the Qindustan Times
on 19.12.99 and in the public notice dated 14.1.2000 the name of
this écmpany was sﬁéwn at serial n0.290. The witnéss brought on
reéord various exhibits including the returned enveiopes. rand ihe
" copies of the publication in thé» newspaper. The witr;éss has
- brought ‘on record all the returned enveiopes: |
11. . In cross-examination CW1 admitted that ExiCWl{’i did not
specificaiiy authorize her to deal with the instant cqmp!f;ai_nt and
she explained that she had been generally agjthor%zedto file such
complaints. She “further explained that all letters except dated
1‘9.1.98 and 27.2.98 had been sent at the company’s registeréd
m aédress anﬁ _also at the address obtained from the RGC by the‘ ‘
SEBI and all of them had retumed undelivered. She further
speé:iﬁéd that se;me letter dated 4.5.98 had been seQSpeciﬁcaﬂy to

each of the Directors and none of them returned back to the SEBIL.

Lot

She further stated that as all correspondence sent to the registered

office of the Company started coming as undelivered,the latest

: 3 ’
address of the Company was obtained from the ROC and when

i
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iunher correspondence had been sent at this address they reiumeﬁ

" undelivered. She further denied the defence suggeszcon that ro .\‘;_;‘f Ssmieiy®
public notice was issued in the newspaper. She further stated that

compiete records of all pubhcanons including of notice issued in the

T Tiewspaper frem time fo time were maintained by the—Accounts
Départment, though she had not. produced any such record -
pertaining to the Acbountsaepartment. She further ;tazed that the
nz;mes of thef_ éirecters had been provided by the Company itself. In
further cross-examination she deposed that frém the record it
appeared that a letter had been received on 1.6.98 from Sh.Hari
Dayé!’informing that he bad résigned. No further details were
providec;. She further stated that it was only on 6.10.2005.that the
company. had znformed SEBI regardsng refund of Rs 35, 0(}0/~ to
investors and fill the ﬁhng of the cempiamt no such information had
been_ fum_tshed by the accused to the SEBI.

2., ' The’ ;%ccused have “examined ﬁve witnesses and have
placed reliance on Ext. CW?IDA Ext. DWHA and tt;e documenss

\43\ brought on record by DW2 3 4and5in support of the contention of - -
the defence that there had been onl y four investors and those four
mvestors had been repaid the invested amount much prior to the
filing of the’ compiaint. .

CONTENTIONS

13. I have perused the written arguments sub;nitted on behalf
ATTESTED
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of the accused and the SEBI. It is submitted on behalf of the

f:accused that the complaint has not been filed by a duly authorized ; SN o
person. It is also contended that the evidence did not prove that -
any of the aceused had been in-charge of or was responsible o the

T ——— R

cémpa@ for the conduét of its business aﬁd that the alleged

offence had been committed with the consent and connivance of
the accused no.2 to 8 Hence, it is contended that the ingredients of
Section 27(2) of the SEBI Act, 1992 were not‘ fulfilied. It is further
contended that the SEBI had miserably failed to 'discharge its onus

to prove the alleged offence whereas the accused had estabiished
thmugh;thé testimony of four defence ~ witnesses 't%wat only .
R§,35,(;00!- had been received towards investment and the same

had been refunded to the investors. |

.14, The further ccnte‘:;tio'n is that the éwused had not been
notified about the requiremén;s of the regulations by the‘SE'éi as
“none o;‘ the ,letters Ahad b:ees(recéived by the accused and further
the publication in the néWép’ape; was also 'npt properly proved. It
wwas' submitted that the réguiations did not cover the accused
pompari_y in' as ‘r'ri{ich as ihe réguiaticns had corﬁe into existence in
1999 Qhereas&he CIS floated by thé accused was;; 1998 when
- they had}coiiécted Rs.35,®0f-. It is submitted that in any case

there was due comp!iancé of the orders of the Chairman as the

accused company had refunded the invested ameunt in the year

ATTESTED
SI\C !
Tromioer 1
Date Copsb d 3ier f::-’.»‘.-‘f“:‘:*.’ﬁ
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15. The accused company have also taken two technical piéég,

10 . -
1998 itself.

One relates to the-territorial jurisdiction of this Court the claim being

that since. the company had been registered at Chandigarh and

since the money had been récollected and refunded ar Chandigarh———-
ne offence had been committed within the jurisdiction of this Court.

The plea of ﬁmétéﬁgn has also been raised submitting that the .
complaint had been ﬁied on 15.12.2003 more than a year after the

commission of the alleged offence in 2000.

16. Finally, it has been submitted that accused Hari Dayal was

not liable since he had fesigned as Directof' of the company on
28.4.98 prior to the enforcement of the regulations of 1999. Thus
the accused have prayed for the dismissal of the complaint and the

acquitta} of the accuéed.

17. - Inthe written arguments submitted on behalf of the SEBI

¥

-the basic.contenﬁons ra,ise‘d were that the Case against the accused
-stood duly preve& through the oral and documentary evidence
Broug,ﬁt on record by the SEBI, whi!é the defence has not
estéb!ishéd its caseﬁ itis submiﬁéd E'n the ;f.fri:ten arguments that the
a{gume'nts"c‘)f thé' aé:cuée,d thatr they had not recei\za any letters as
the !ettér‘s'hai@ notbéé?r; sent indiviéua%ly to the Directors could not
59 accepted in as much as the SEB! had sent intimation through

press release and public notices and moredver_,_ it was the duty of -

Date

- ——



1
the accused to intimate to the SERI the address to whsch ihe
raccused had shifted. It is submitted that since the accused have noz“: .
denied the address and nor had they informed the SEBI about the

change in address, they seem to have intentionaﬂy avoided the

S — ‘ letters to continue o Violate the provisions. it was subm:tted that the
‘settled law is. thai notsce to company was sufficient and notice to
individual Directors was not necessary at all.

18. As regards the stand taken by the accused Hari Dayal, it is

@

contended that the accused had not informed the SEBI about the

resagnatson and so cou%d not take advantage of the plea at this

stage. Regardmg limitation, it is contended that the- offerce was a
connnu;ng one till the actual compliance was effeczed

19. Fmaily, it is submztted that the accused have set up a new

defence by producxng four illiterate persons as defence witnesses

tor ;Srove déposit and refund of Rs.35 ,000/- and it is submitted that

the evidence was far from satcsfactery as it could nct be believed

. ‘ that rickshaw puﬁers coutd have- had’such kind of money available

fo them fo make mvestment ina Company in the year 1998 it ig )

M contended that since the defence w;tnesses dld not produced
=

Com;aanys receipt or deposst receipt reﬂectmg the rate of interest

and the maturity amounz,‘ on the mere oral teStimony of the

witnesses, it could not be concluded that they had deposited money

and had been returned their deposits by tﬁe a@cused. Neither the

o
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Company produced any Income Tax return or added balance sh’?ei .

to reflect such transaetions. Hence it is contended by the SEBI that

the defence was an aftenhought and an eye wash. Hence the SEBI

prayed that the accused be punished for the violation of the

e e e - — T eea—

offence.
FINDINGS.
20. I'have carefully considered the evidence on record and the
Q o contentions of both sides.
17. Even as per Reguiatson 3 of the  SEBI (Coiect:ve

investment Scheme} Regulatsons zhere is complete bar on any

perso;‘: other !han a Co! lective !nvestment Management Company

which has. obtamed a certificate carrysr-g on or sponsormg or
iaunch:ng a C!S |

18. itis amply clear that under the SEBI- Act 1992 no person

cou!d carry- on a- Co!!ectzve §nvesiment Scheme without the

‘cert;ﬁcate of reg;strationvgranted by the Board. The proviso

. ) permxtted such person who was already carrying on Coflectwe _

fnvestment Scheme befc:re the commencing of the Securities Law

y\ (Amendment) Act 1995 to do so till such time ragulations were

made u/s 30 (d}(z) if the Ac' Thus the proviso entitled a person io

contmue the coll ect:ve mvestment scheme without registration only

till the promulgation of the regulations. in this case the plea of the

accused that since they had collected iunds in the year 1998 and




were therefore, excluded from the operation of the regvéatéc}nfé e

“which came into effect only in 1999 is therefore fallacious.
19. The press release dated 26.11.97 clearly discloses that

regulations were being prepared to govern the conduct of cis and

the actioﬁs and information sought for from the existin_g 'Ctl%“;v“eré‘z{

* precursor to the regulations. Thus, the reg«,;faﬁons which came into
effect )in 1999 gév.emed all CISs which exfsjted at the‘time of press
, ‘ ' release in November, 1997 . Those already wound up had to Enfem.“; ,
the SEBI using the prescribed format . Those still existing had to

apply ‘for registration and sf were not éppiying for registration{ may

be because of -non-t&iﬁﬂrﬁeht of the-criteria) were required to send

the fépayment scheme and wiriding up report ,again in the

presc;ibed format to the SEBI. All CIS companies were bound to

follow tt'we regulations even if they véte;e not funcﬁaning :.fxt the time

the-Regulations came into force in 1999. |

- 20. ExtCW‘!fé reveai; that the company was involved in

’ , o ‘Plantation Schemes -The various documents annexed to the letter
of the con';pany ExtCW?/S reflect that the bonds floated by tﬁé

M accused no.1 related clearly to Collective Investment Scheme and

%

Plantation Scheme. The accused thgmseh!es had notified the SEBI
that they had collected funds amouniing to Rs.35,000/- from their
four Schemes. Therefére the accused no.1 was’ vcovered by the

- regulations of 1999. S

Date  Cepsing 5w -~ Teosisng) |
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21, The accused had furnished the detaéis of their Direc{ors T
vide letter Ext.CW1/6. The Proviso of Section 27(1) of the SEB] Auf ~
S very clear that it is the one who claims that he was not in- -charge _

of the affairs of the Company who has to prove it. The onus is not
o e

—on the SEBI o prove which of the Dxrecscrs was actuaf?y runmﬁ“g
the affairs of the Company. The matter being an internal

. arrargemem woufd be wrthm the knowl ledge of the accused
Directors and not of the SEBI, that is why the proviscs‘szateé as
under:

Offences by cbmpanies

Provided that nothing -contained Jin this "
sub-section shall render any such person i
liable to any ;Sunishment provided ‘in fbis
_Act, if_he proves tﬁat thev offence was ‘
committed .wit}wut his knowledge or' that -

M‘ he had- ;exercised all due diligence to

- P prevent fhe ciommissien of such offence.

22. - The plea taken that because the SEB| has not averred in

the complaint or in the evidence that each Director by name was in-

charge -of the affairs of the Company will not be fatal to the

complaint. None of the accused has denied that he had joined the




their participation and knowledge in the affairs of the Com;aany

without bringing on record any evidence to prove their cfasms A

glance on the stand taken while recording the statements of the ~

accused would be enocugh to support this observation

- e—

- -

23. Accused Mukund Lalin h:s statement u/S 313 Cr.P.C has
admitted that a company had been floated and he had been made

Director but was not aware of the legal obl; igations of the Company

_He further stated that the Company was of accused Lal Singh and '

for 4-5 ‘months everyone used to attend the office and later
everyone went their way and became busy in-their affairs. Accused
Ramesh Kéhs stated in hss statement ufS 333 Cr.P.C that he had
( joined the company but had res:gned and did not know anything
about the affafrs of the Company and’ had been tod that his
_resignation would. be commumcated by the Company ztseif and he
was told that the company was closed though he had recesved no
commumcatson from the Company and he went to Mohalli. Accused
Har Dayal aisc adm:tted that he had joined the company and
become % Drrector and cla;med that he had resigned in 1998,

Accused Samar}eet angh stated that he had been approached by

Lal Singh, Ved Parkash and two three others to ;om the Company ,

while he was a mere rehnwafa and he had been told that land was

to be taken on !ease o be used for growing vegetab!es He claimed

£

that he was not aware whether he was made 3 Director in the

o PR
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Company and stated that he had never attended the office and was?~
not involved in the affairs of the Company. The accused Uday Raj "~ .iif
' stated in his statement u/S. 313 Cr.P.C that accused Lal Singh

inducted him_into the company and he was a painter by profession

and claimed that he had submit?edﬂct;s_‘;esig;“néﬁo%nﬁto' Lal Singtron

31.12.97. He ciaimed:that he had nothing to do with the Company.

Accused Shyam Raj Cclaimed that he was made a Director in the

Q - ~ Company by Lal Singh and useﬁ to frequently go to'the company's
office. Accused Inder Pal stated that he was running a paan shop
and Lal Singh and Ved Pa;:kash had approached him to start a
business and had aéke& for his name and he had joined. The office
was being 'o.rganized and by the time the office came into being, Lal
Singh and others left the Eompany and ihereafter he too stopped
attending the Compaﬂys oﬁrce Except for Hardayai none has
brought ewdence tc prove that they were not concerned wx!h the
company desp:te being its Utrectors.

' ) .24, - Simi!ari)}, the piea that the campfainaﬁt had failed to prove

\ ) mensrea  and consent and conmvance of accused in the defauit is

without force. The regufauons came into existence requcrmg the

company to submit. certain details and to either get itself registered .
with the SEBI or wind up its operation and submit the repayment
and winding up report to the SEBI. The company can act only

through its Directors. If the company failed to comply with the

R : A?‘-M ls,s‘.

Toimtiae

Date  Copring &2 or (Tecsiang) i

o




17 =

d;recnons the Directors are responsible for such failure. Thai a;}af't

i

‘the mensrea of the accused no.2 to 8 is reflected in the fact tha}-»’

despite the SEBI sending letters to them individually asking for the'

correct address of the Company not one of them replied furnishing

e e —

the correct details of the Company Had none of thefm any  malafide

intentions nothing would have prevenied them from disclosing the
trué ;‘;sanic;uia,rs of ‘the company. The SEBI would not have been
éompelked to seek the assistance of the ROC to cbtainrthe address
of the company. Thus, this plea is also liable to be rejected.
25. | ltis oniy the éccused Hari Dayal who has produced records
through DW1 to show ihat,.ﬁe had resigned from the company wel.
~ 28.4.98. Since at ihét péfnt of time the 'SEBI had not required any
complsance it can be sazd that the accused Hari Dayal had not been
'm-charge of the affa:rs of ihe ccmpaﬂy at the relevant time when
the re‘gu!a’(mns did come inic ef?ect _and so had no liability to fulfill
"the SEBI regulations.. =
26. The p%ea of ignorance set up by the accused is also liable
to be:fejectled. ‘Thcug"h CW1 was asked about the language used
Miﬂ ngandigafh; itis ’a;r"‘?a;t;that Ex.CW1/6 was sent by the accused in

response to a public notice in the newspaper. Ext.CW1/6 clearly

o
-~

records that the letter was in response to the public notice dated

18.12.1997. In other- chrds the accused were familiar with the

English language newspaper and notices publisied therein. Having i

'
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noticed the first press release, it is only logical that they would ha‘
been on the look out for the announcement in respect of n,e
regulations referred to therein, as being under preparation. ; \15\;&- S

27. As noticed above, the accused did not chose to inform the

s S

S%Bi about the chénge of their?géjdréss. Tgerefore, the fault lies
with them if SEBI's ccmmunicaﬁoﬁ did not reach them. 5espite a
reéuest from the SEB! for details of the company, none of the
accused no.2 to 8 chose tb*inforrfz the SEB! of the changed address
and the SEBI ébtained the Changed addresé from the ROC. Even at
that addfess t‘he'co‘mm.unicaﬁon sent by the SEBI were returned
ugigje!ive‘red. There is nothing on the record to show that the second
address was notrin use of the accused. }he accused themselves
‘have not pieaded that ezther the farst address furnished by them or
_ the second adcifess obtazned by the SEBE from the ROC were not
correct addresses
’ 28. - Thus,- when the pubi:c notice of November 25™ 1997
noﬁﬁed the public ',incli;ding the accused that regulations were
being prepare‘é and ;é;c'ga.;i‘r’e’d. those who wished to take benefit of
M Section 12(1B) of the SEBI Act, 1992 to send details as required to
the SEBI and when the press fetease~a§so informed the general
public, i‘nétuding the accused that Cgiiective Investment Schemes

were subject to the regulations of the SEBI, none of the accused,

having once responded to this public notice \}ide E'}(t.CWHS, can

ATTFCTED
S
S Dare Cepsing 2.0 0 0 “E‘g




19

claim ignorance and thus seek excuse from compiiance

24 Regarding the jurisdicticn of this Court, it is suffscsam 'Igg . o

N

note that this Court has been conferred with jurisdiction over the

States constituting the Northern region under the SEBI Act. The

authority vested in Ms Jyo chﬁ Jindgar to'g pursue thss complaint cannot
be case specific because she is also an emp oyee of the SEB
holding the rank of a QGM The authority has been vested by the
Chairman under Section 19(3) of the SEBI Act, 1992. Thus there
can be no -doubi as to the authority of Ms Jyoti Jindgar to file this
complaint ,and pursue the matter.
. 30. With regard to the question of limitation it may be
l. . mentioned, If‘iat the-accused ﬁéd not complied with ihe requirements
even till the filing of the ccmpiamt in 2003.In any case the fact that
some proceduraf dwlay has occurred wouid be no reason to acqust
the accused. -

Sf. . F‘ma!fy the Vacc':used, cEafmed that since ihey had repaid the
investors in 1998 itself there was no occasion for violation of the
terms of ﬂ}e orders of the Chairman SEBI since that had also
directed repayment, which ‘had already been4 effécted by the
accused Company. However, such a submrssmn misses the point.
The fact is that the accused had not complied with the regulations
and orders of the SE_B! since Athey failed to’ submxt the repayment

and winding up report in the prescribed format to the SEBI. The
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violation has occurred there.

32. It must be noted that there is much forcn in the contenm;n o

v.i, "-,

of the SEBI that the evzdence brought on record regarding deposits ‘”’\;&«*”

made by DW2 to 5 and refund to them is far from satisfac:ory .The
T DWs havemnwncmg repi:es to the source of
their mvestmen{ considering their poor backgrounds Added to that,
no deposs{ rece:pts were apparently issued to them by the
Company. They are not aware of the interest rates. The acc'qsed
have no authenticated document such as audited balance sheets to -
show receiptsa from. these investors. The documents placed 6n
record as copy of those submxtted to SEBI infact refers to the paid
up capﬁai of Rs 80 ,000 in the form of equ:ty shares! The documents
of zhe w:tnesses such as their affidavits and receipts are acmaﬁy
‘ insufiici’gnt to coﬁciude that such. repayménts had been effécteé ‘
33. Hewever even excep:mg their plea that in 1 998 they had
§reédy refunded the amounts nothing prevented the accused from
informing the SEB| accordmgiy after the regutattcns came into force
and put;pc notices in thfs fespect were tssued The accused did not
chose-to comply w:th the requxrements and they have to be held
lrabfe fer the consequences wh:ch they have&mvzted upon
themseives. itis cniy during the pendency of this cempiaxnt that the

accused has chosen to submst repayment and winding up report to

the SEBI with auditor's report which they OGth o have done by

€
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2000 itself. Their failure resulted in the order dated 7. 12.260&}'@5&;9'

| S _
passed against them and the fiing of the present conplaint. = - ~
Payment cannot justify non-compliance.

34. ~ _ Thus the SEBI has fully proved the case against the

T 77 " =accused that they have violated the regulations, 1999 read with

SEBI's Act, 1992.

CONCLUSION
’ ) . A ég. ’Sn{._he circumstances, it has to be con;tuded that all the
accused ,other than accused No. 4 Hardayal, had failed to submit
;he'repayment report-and winding up report in tormat to the SEBI
though they were carrying on the business of Callective invesxﬁém
écheme and were fully aware of the fact that the SEBI was

regulating the functioning of the Collective invéstmeniv Schemes.

They have thus clearly violated the SEBI Regulations 1999 i.e.

Regulation 68(1) (2) 73 and 74 and the Provisions of the SEBI Act

1992, They are fou;zd guilty accordingly and are liable for

. g~  punishment under Section 24(1) R/W Section 27 of the SEBI Act.
“";@1 The acciused Har8ayal is acquitted.
oy T | | - . ‘
Rt : The accused are entitled to be heard on sentence.
Q‘-::} ’\IP : : . . =
@»\ ~Announced in-the Open Court. (ASHA MENON)
(7 Dated: 1.4.06 Addl. Sessions Judge:
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IN THE COURT OF MS ASHA MENON ASJ: DELHL.
C . NO.66/05

SEBI  VS. M'’s Morni Forests India Limited & QTHERE;;_': T

-~

- ORDER ON SENTENCE
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The accused have been heard on the point of sentence.
The accused have clasmed that the default has occurred only on

account of sgnorance The accused claimed that they are not very

isterate and were sgnorant persans and were prevasled upon by four
oihers to ;om the company. Thcy state that they are carrying out petty
businesses from footpath-and other small aréés, and it was on account

~ of the assurance of Lal Singh and Others that they had nothing to

bother about and that all work would.be done by Lal Singfi that they

héd'signed the papers in respect of the'Company They have claimed

that they did not know the Iegal consequences and it was only when

the question: of repayment amse that they Ieamt about the depos:ts '

confributed the money for repayment. Hence they have prayed for a

}ement vaew

ln the present case keepxng ali the facts and cxrcumstances

- in mind, f.am of the consxdered view that the ends of justice would be

met if the accused are sentenced to a fine of Rs 3,000/~ each. In

) ﬁefaulf of fme they shaﬁ {mdefge Sifor one month

‘ recewed by the Company They further state that they alone had

The persoria! bonds and surety bonds of the accused are -

canceiled Surettes stand dsscharged File be conssgned 10 records.

o .

Announced in the pen Court. ., (ASHA MENON)
- Dated: 3’&‘2006 N ; . Sessions Judge:
+  Delhi. i




