[image: image1.png]


[image: image2.png]




IGF/DEMAT/29/06






   January 24, 2006

Mr. Anil Pratham

DIG

Economic Offences Wing

Ahmedabad.

Dear Sir,

Sub: Demat Scam – Cheating of Small Investors – Action required

Ref : Demat Scam of Public Issue of 2005, Action from SEBI, RBI, e.g.

         YES Bank, IDFC – Involvement of Ahmedabad broker, sub-broker,

         financier, etc.____________________________________________

We are sure you are update about one of the biggest IPO-Demat Scam of Indian Capital Market.  The master-mind, manipulators, scamsters  many of them belong to Ahmedabad.

SEBI’s orders on YES Bank and IDFC clearly states that the so-called Rupalben Panchal, Sugandh Investments and Investor-Financier have cornered, captured, fraudulently applied and encashed crores of shares belonging to Small Investors.

Industrial Development Finance Corpn. (IDFC) Public Issue

1.
Rupalben Panchal, Ahmedabad : With the help of 27,064 bogus Demat accounts, fraudulently got allotted 72,04,610 shares.

2.
Sugandh Investments, Ahmedabad : With the help of 10,181 bogus Demat accounts, got 27,08,944 shares.

3.
Purshottam Budhwani, Mumbai : With the help of 4,742 bogus Demat accounts, illegally cornered 12,63,194 shares.

In SEBI’s order, it is clearly stated that “Various entities connected with Rupalben Panchal family, Sugandh Investments, Lok Prakash Ltd., Bahubali Shantilal Shah, Smruti Shreyans Shah, Shreyans Shantilal Shah and several others have individually, jointly (in connivance with others) fraudulently forged papers, documents, bank accounts, Demat accounts and Small Investors’ portion / quota.”

It is also proved that various Bank Branch Managers, Depository Participants Branch Managers have also played an important fraudulent role in this scam, e.g. Karvey, Bharat Overseas Bank.

In its order on Page 43, Para 11.27, SEBI has categorically stated –

“It appears that unfair gain has been made by abusing the IPO allotment process and cornering the shares meant for the retail applicants. It appears that Roopalben Panchal, 
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Sugandh, Purshottam Budhwani, Manojdev Seksaria and their respective associates have adopted the modus operandi of making applications in fictitious / benami names for cornering the retail of portion of IPO shares. The shares allotted in IPO to the benamis of Roopalben Panchal and Purshottam Budhwani would have otherwise gone to genuine retail applicants. The entire gameplan, craftily designed, masterminded and executed by a coterie of operators acting in concert, in a tout ensemble through the mechanism of front entities of name-lenders seeking to impart a veneer of acceptability to a deal which is otherwise sham in an agonistic aggression in the market through predatory cornering is a clear abuse of the very process of IPO, meant to shore up the participation of retail investors.”

IDFC Public Issue of July 2005 – 403,600,000 equity shares offered of which minimum 141,260,000 equity shares were to be offered to Small Investors at rate of Rs.34.

Details of Roopalben Panchali’s Demat Accounts-

	Sr. No.
	Date of Dematerialized Account opening
	No. of accounts

	1
	27.06.03
	196

	2
	30.06.03
	125

	3
	06.11.03
	570

	4
	24.11.03
	05

	5
	16.12.03
	517

	6
	17.12.03
	748

	7
	19.12.03
	01

	8
	18.12.03
	04

	9
	05.01.04
	1088

	10
	6.01.04
	1095

	11
	08.01.04
	40

	12
	16.02.04
	1522

	13
	17.02.04
	21

	14
	18.02.04
	52

	15
	12.04.04
	06

	16
	16.08.04
	2729

	17
	17.08.04
	195

	18
	18.08.04
	59

	19
	19.07.05
	1001

	20
	20.07.05
	1525

	21
	21.07.05
	758

	
	Total
	12257
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Sugandh Investment: the dematerialized accounts have been opened in different batches on various dates as below: 

	Sr. No.
	Date of opening of

dematerialized account
	No. of accounts

	1
	16.08.04
	3836

	2
	18.10.04
	2129

	3
	23.10.04
	1555

	4
	25.10.04
	817

	5
	16.10.04
	624

	6
	19.10.04
	346

	7
	17.08.04
	295

	8
	15.10.04
	172

	9
	20.10.04
	100

	10
	18.08.04
	52

	11
	27.10.04
	10

	12
	07.04.05
	08

	13
	26.10.04
	07

	14
	19.08.04
	03

	15
	20.09.04
	01

	16
	16.11.04
	01

	
	Total
	9956


A summary of demat accounts that apparently served as conduits for cornering IDFC IPO shares for Panchal’s, Sugandh, Purshottam Budhwani and Manojdev Seksaria is as below: 

	Name of the

entity / particulars
	Roopalben

Panchal
	Sugandh
	Purshottam

Budhwani
	Manojdev

Seksaria
	Total

	No. of

dematerialized

accounts
	27,064

(14807 in

CDSL and

12257 in

NSDL)
	10,181 (all

NSDL)


	4748 (4116

in CDSL and

632 in

NSDL)
	1989 (all

CDSL)
	43,982

	No of IDFC

shares accumulated
	72,04,610 
	27,08,994 
	12,63,194 
	5,29,074 
	1,17,05,872

	Name of the

DP
	Karvy-DP
	Karvy-DP
	Karvy-DP

and Pratik–

DP (CDSL)

and

Anagram-

DP, INGVysya

Bank

and HDFC

Bank (NSDL)
	Karvy-DP 


	--

	Name of the

Bank
	Bharat

Overseas

Bank
	Vijaya

Bank, Ambawadi

Branch
	HDFC Bank

and INGVysya

Bank
	NA
	--
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IDFC Public Issue of July 2005 – 403,600,000 equity shares offered of which minimum 141,260,000 equity shares were to be offered to Small Investors at rate of Rs.34.

Details of Roopalben Panchali’s Demat Accounts-

	  Sr. No.
	Date of Dematerialized Account opening
	No. of accounts

	1
	27.06.03
	196

	2
	30.06.03
	125

	3
	06.11.03
	570

	4
	24.11.03
	05

	5
	16.12.03
	517

	6
	17.12.03
	748

	7
	19.12.03
	01

	8
	18.12.03
	04

	9
	05.01.04
	1088

	10
	6.01.04
	1095

	11
	08.01.04
	40

	12
	16.02.04
	1522

	13
	17.02.04
	21

	14
	18.02.04
	52

	15
	12.04.04
	06

	16
	16.08.04
	2729

	17
	17.08.04
	195

	18
	18.08.04
	59

	19
	19.07.05
	1001

	20
	20.07.05
	1525

	21
	21.07.05
	758

	
	Total
	12257
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Sugandh, the dematerialized accounts have been opened in different batches on various dates as below: 

	Sr. No.
	Date of opening of

dematerialized account
	No. of accounts

	1
	16.08.04
	3836

	2
	18.10.04
	2129

	3
	23.10.04
	1555

	4
	25.10.04
	817

	5
	16.10.04
	624

	6
	19.10.04
	346

	7
	17.08.04
	295

	8
	15.10.04
	172

	9
	20.10.04
	100

	10
	18.08.04
	52

	11
	27.10.04
	10

	12
	07.04.05
	08

	13
	26.10.04
	07

	14
	19.08.04
	03

	15
	20.09.04
	01

	16
	16.11.04
	01

	
	Total
	9956


A summary of the details of dematerialized accounts that apparently served as conduits for cornering IDFC IPO shares for Roopalben Panchal, Sugandh, Purshottam Budhwani and Manojdev Seksaria is as below: 
	Name of the

entity / particulars
	Roopalben

Panchal
	Sugandh
	Purshottam

Budhwani
	Manojdev

Seksaria
	Total

	No. of

dematerialized

accounts
	27,064

(14807 in

CDSL and

12257 in

NSDL)
	10,181 (all

NSDL)


	4748 (4116

in CDSL and

632 in

NSDL)
	1989 (all

CDSL)
	43,982

	No of IDFC

shares accumulated
	72,04,610 
	27,08,994 
	12,63,194 
	5,29,074 
	1,17,05,872

	Name of the

DP
	Karvy-DP
	Karvy-DP
	Karvy-DP

and Pratik–

DP (CDSL)

and

Anagram-

DP, INGVysya

Bank

and HDFC

Bank (NSDL)
	Karvy-DP 


	--

	Name of the

Bank
	Bharat

Overseas

Bank
	Vijaya

Bank, Ambawadi

Branch
	HDFC Bank

and INGVysya

Bank
	NA
	--
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IDFC Public Issue of July 2005 – 403,600,000 equity shares offered of which minimum 141,260,000 equity shares were to be offered to Small Investors at rate of Rs.34.

Details of Roopalben Panchali’s Demat Accounts-

	Sr. No.
	Date of Dematerialized Account opening
	No. of accounts

	1
	27.06.03
	196

	2
	30.06.03
	125

	3
	06.11.03
	570

	4
	24.11.03
	05

	5
	16.12.03
	517

	
	
	

	6
	17.12.03
	748

	      7
	19.12.03
	01

	8
	18.12.03
	04

	9
	05.01.04
	1088

	10
	6.01.04
	1095

	11
	08.01.04
	40

	12
	16.02.04
	1522

	13
	17.02.04
	21

	14
	18.02.04
	52

	15
	12.04.04
	06

	16
	16.08.04
	2729

	17
	17.08.04
	195

	18
	18.08.04
	59

	19
	19.07.05
	1001

	20
	20.07.05
	1525

	21
	21.07.05
	758

	
	Total
	12257
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Sugandh, the dematerialized accounts have been opened in different batches on various dates as below: 

	Sr. No.
	Date of opening of

dematerialized account
	No. of accounts

	1
	16.08.04
	3836

	2
	18.10.04
	2129

	3
	23.10.04
	1555

	4
	25.10.04
	817

	5
	16.10.04
	624

	6
	19.10.04
	346

	7
	17.08.04
	295

	8
	15.10.04
	172

	9
	20.10.04
	100

	10
	18.08.04
	52

	11
	27.10.04
	10

	12
	07.04.05
	08

	13
	26.10.04
	07

	14
	19.08.04
	03

	15
	20.09.04
	01

	16
	16.11.04
	01

	
	Total
	9956


A summary of the details of dematerialized accounts that apparently served as conduits for cornering IDFC IPO shares for Roopalben Panchal, Sugandh, Purshottam Budhwani and Manojdev Seksaria is as below: 
	Name of the

entity / particulars
	Roopalben

Panchal
	Sugandh
	Purshottam

Budhwani
	Manojdev

Seksaria
	Total

	No. of

dematerialized

accounts
	27,064

(14807 in

CDSL and

12257 in

NSDL)
	10,181 (all

NSDL)


	4748 (4116

in CDSL and

632 in

NSDL)
	1989 (all

CDSL)
	43,982

	No of IDFC

shares accumulated
	72,04,610 
	27,08,994 
	12,63,194 
	5,29,074 
	1,17,05,872

	Name of the

DP
	Karvy-DP
	Karvy-DP
	Karvy-DP

and Pratik–

DP (CDSL)

and

Anagram-

DP, INGVysya

Bank

and HDFC

Bank (NSDL)
	Karvy-DP 


	--

	Name of the

Bank
	Bharat

Overseas

Bank
	Vijaya

Bank, Ambawadi

Branch
	HDFC Bank

and INGVysya

Bank
	NA
	--
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YES Bank Public Issue

Rupalben Panchal and group have fraudulently acquired 9,47,250 shares through 6,315 bogus Demat accounts.  The same have been transferred through off-market – Grey Market (illegal) deal to the following :

The dealings in Yes Bank shares on NSE by the five entities that had received Yes Bank shares from Roopalben Panchal through off-market transactions are summarized below: 
	Name of the client
	Name of the Broker
	Sett. No.
	Trade Date
	Avg. Price
	Total Traded Qty
	Value (Rs.)

	Seer Finlease Pvt Ltd.
	H.Nyalchand Financial Serv. P. Ltd.
	Normal – 2005133
	12-Jul-05
	61.14
	332875
	20351572

	Excell Multitech Ltd.
	H.Nyalchand Financial Serv P Ltd.
	Normal – 2005133
	12-Jul-05
	61.12
	161180
	9850876

	Devangi Dipakbhai Panchal
	Khandwala Integrated
	Normal – 2005133
	12-Jul-05
	61.00
	120000
	7320000

	Devangi Dipakbhai Panchal
	H.Nyalchand Financial Serv P Ltd.
	Normal – 2005133
	12-Jul-05
	61.86
	35500
	2196000

	Zenet Software Ltd.
	H.Nyalchand Financial Serv P Ltd.
	Normal – 2005133
	12-Jul-05
	62.13
	92855
	5769343



	Tauras Infosys Ltd.
	H.Nyalchand Financial Serv P Ltd.
	Normal – 2005133
	12-Jul-05
	62.31
	80590
	5021547

	Total
	823000
	50509337


Thus it is seen that the above five entities have together sold 8,39,500 shares on BSE and NSE for a total sale value of Rs.5,15,49,492.92. The average sale price works out to Rs.61.40 per share. Upon comparison of the above sale price with the issue price of Rs.45/- per share, the total profit earned by the five entities on sale of 8,39,500 shares works out to Rs. 1,37,67,800/-.

Sugandh Investments have also played the same role –

Sugandh made off market transfers of YBL shares on 08.07.05 to the following entities:
1.      Sujal Leasing and Finance Pvt. Ltd.
-
156750 shares
2.      Veenaben Y. Thakkar


-
19650 shares
3.      Ritaben R. Thakkar


-
19650 shares
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BSE informed SEBI that none of the above entities had sold the above shares through the exchange. The dealings in YBL shares by the above three entities on NSE are summarized below:
	Name of the client
	Name of the Broker
	Sett. No.
	Trade Date
	Avg. Price
	Total Traded Qty
	Value (Rs.)

	Ritaben R Thakkar
	Amrapali Capital & Finance
	Normal – 2005133
	12-Jul-05
	62.15
	17500
	1087635.95
 

	Veenaben Y Thakkar
	Amrapali Capital & Finance
	Normal – 2005133
	12-Jul-05
	61.30
	20000
	1226000.00
 

	Sujal Leasing and Finance P Ltd. 
	H.Nyalchand Financial Serv P Ltd.
	Normal – 2005133
	12-Jul-05
	61.60
	156750
 
	9655072.50
 

	Total
	194250
 
	11968708.45 

	Average Rate
	61.61
 


4.29. Thus it is seen that the above three entities have sold 1,94,250 shares on NSE for a total sale value of Rs. 1,19,68,708.45. The average sale price works out to Rs.61.61 per share. Upon comparison of the above sale price with the issue price of Rs.45/- per share, the total profit earned by the three entities on sale of 1,94,250 shares works out to Rs. 32,26,492.50.

SEBI findings states that-

“It is also observed that everything has been master-minded to corner Small Investors’ quota to inflate the market, to manipulate the premium of IPO, money laundering, etc.  The role of Panchals, Sugandh Investments, the Shah family, Shri Dhiren Vora of H. Nyalchand & Co., the Karvey DP Branch Manager, branch managers of the banks are needed to be studied, enquired, investigated.”

Observations on Karvy-DP inspection Report by NSDL & CDSL

a) Karvy-DP has opened the accounts of the investors by obtaining the supporting documents mechanically and has not taken proper precautions to ascertain the identity or genuineness of the persons and execution of the DP-BO agreements.

b) Karvy-DP has entirely relied upon the documents issued by the Scheduled Commercial 
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Bank submitted by the investors as documents in support of "Proof of Identity" and "Proof of Address", even though the same persons opened BO accounts in different names.

Strangely, all the 14,807 dematerialized account-holders have their bank accounts with Bharat Overseas Bank Ltd., Ahmedabad and demat accounts with Karvy-DP. Also, all the 14,807 dematerialized accounts have been opened with Karvy-DP on July 15-16, 2005. Further, the bank account details of all the above dematerialized account-holders show that almost all these dematerialized account-holders have their bank accounts with BhOB and the bank account numbers apparently bear continuous serial numbers running from 9550-1 to 9550-15000 (with minor breaks in between).

The IPO of IDFC received the highest number of share applications in the category of 1400 shares. 2,54,828 applicants had applied for 35,67,59,200 shares accounting for 47.93% of the IPO applications received. Hence, the highest proportion of allotment in the retail portion was made in the category of 1400 shares. Accordingly, 2,54,828 applicants in this category got allotment of 6,77,84,248 shares representing 47.99% of the 14,12,60,000 shares allotted in the retail portion of the issue.

Thousands of dematerialized accounts being opened on the same day with the same branch and being introduced by the same bank should have alerted the DPs at the time of opening of the dematerialized accounts. However the fact that DPs failed to exercise even this basic due diligence gives rise to a suspicion that they have actively colluded with the perpetrators. It is a matter of serious concern that Karvy-DP has opened such apparently benami / fictitious accounts working out to over 95% (42,056 nos) of the multiple dematerialized accounts in relation to IDFC IPO.

This also becomes a case under Section 420 – Cheating and Fraud.

It has been found that Sugandh Investment have also used the same modus operandi of Benami-Bogus Demat Accounts applications in several other Public Issues including FCS Software. FCS Software was 35 Lacs shares at the rate of Rs.50 i.e. Rs.17.50 crores. The financial transactions, involvement of Shri Dhiren Vora of H Nyalchand needed to be studied in this issue. It is also afraid that the Syndicate have used this modus operandi in many Public Issues may be more than 25 of the year 2005.
The involvement of Banks and Karvey, the Registrar, in this fraud demands action. Karvey-DP i.e. Karvy Stockbroking Ltd. That opened the dematerialized accounts of 6315 entities being benamis of Roopalben Panchal and 1315 entities being benamis of Sugandh in Yes Bank Public Issue.

Karvy and Vijaya Bank have provided concessional rates illegal transfer facility etc. to Sugandh and others.
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Investors’ Grievances Forum, an ISO 9001-2000 organization, is recognized by the Government of India – Dept. of Company Affairs, SEBI, RBI, Stock Exchanges and all the concerned.  

This is the net loss to Lacs of Small Investors.  Their share / quota have been high-jacked.  Also artificial manipulation of premium in Public Issue.  We demand recovery of the money from the scamsters and payment / reimbursement to the Small Investors. 

Investors’ Grievances Forum (Office Bearers) would like to come and discuss further with the Economic Offences Wing.  We would request you to please guide.  We would also request you to take necessary action against the scamsters and protect Small Investers.

Thanking you,

Yours truly,

[image: image3.png]



DR. KIRIT SOMAIYA, 

Ex-Member of Parliament
President, Investors’ Grievances Forum

P.S. We would request to give us appointment for next week.  
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