Dr.Kirit Somaiya
         B. Com., F.C.A. Ph. D

Ex - Member of Parliament

KS/DEMAT/41/06






February 1, 2006

Shri P.C. Gupta

Hon’ble Minister for Company Affairs

Govt. of India

New Delhi

Sub: Small Investors Protection

Ref : Demat Scam

Dear Sir,

You are aware of the horrible IPO-Demat Scam of 2005.  SEBI’s findings on YES Bank and IDFC show that this is a major scam covering several IPOs.  This has broken all the surveillance system, thrown light on the failure of vigilance.

We approach you with a request that Small Investors need to be protected.  On a rough estimate, the Syndicate’s modus operandi has covered more than 25 IPOs of 2005, viz. Suzlon Energy Ltd., SPL Industries Ltd., Shoppers’ Stop, Provogue India Ltd., Nectar Lifesciences Ltd., IL&FS Investsmart Ltd., Gokuldas Exports Ltd., Gateway Distriparks Ltd., FCS Software, Karnex Microsystems Ltd., Sasken Communications, etc.  The so-called 50,000 bogus Demat accounts of Panchals have applied for more than 4 lakh applications/allotments, more than 3 crores shares of Small Investors have been hijacked, cornered by this Syndicate, resulting in hundreds of crores of loss to Small Investors.

We are enclosing copies of several representations submitted to various authorities.

We would request you to use your good offices to get back the loss of Small Investors.  It must be recovered from the scamsters and distributed to those applicants who have got less/nil allotments.  It may be deposited/credited to the Investors Education & Protection Fund.

We would request you to ask agencies/authorities to take following steps to punish the scamsters and also to protect Small Investors –

1. 
DCA may coordinate and discuss with SEBI, RBI, NSDL, CDSL, Economic Offences Wing, Gujarat, and others.

2.
Recovery of money from the scamsters.

3.
Financial penalty on the scamsters.

4.
Criminal action against the scamsters.

5.
Action against DP.
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6.
Action against Bank Branch Managers for opening bogus Demat accounts.

7.
Check failure of Regulators, etc.

8.
Scrutiny of off-market deal, Grey Market deal, block deal 7 days prior to and after listing.

Request to do the needful.

Thanking you,

Yours truly,

DR. KIRIT SOMAIYA

Encl: 
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