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

Ex - Member of Parliament

KS/DEMAT/17/06







January 16, 2006

Mr. M. Damodaran

Chairman

Securities & Exchange Board of India

Mittal Court, B Wing, 1st Floor

224, Nariman Point

Mumbai 400 021

Sub: Demat Fraud : Fear 5 lacs Bogus Demat A/C – 10 Major IPO 
Ref : Our letter ref: KS/DEMAT/405/05 dated 21.12.2005

Dear Sir,

Further to our earlier abovementioned letter, we would like to request immediate action on the Demat scam –

1.
Demat scam should be treated as fraud/scam.  Criminal action against all concerned.

2.
Cheating and fraud under Section 420.

3.
Freezing of bank accounts of major investors and benami demat account holders.

4. 
Recovery of financial benefit from the financial investors and distribution to affected Small Investor/applicant.

5.
5 times financial penalty.

6.
Criminal action against all the 4 bank account holders, master planner/investor, bank branch manager, Depository Participant branch manager.

It has become very clear that the main brain, planner behind the Demat scam is the

financial investor.  He is the major beneficiary.  He should be nailed down.   This is a

fraud.  This should not be treated as lucana or weakness in the system.  Knowingly, all

the four beneficiaries have jointly indulged in the fraud.

We request that SEBI and NSDL should immediately lodge criminal complaint with the

concerned police station against all the four.  During Ketan Parekh Scam, Ketan Parekh 

and others had abused the route of OCB and indulged in artificial and benami trading. 

Criminal action was taken against the financial investor, planner Ketan Parekh.
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We also demand –

(a) 
Formation of task force consisting of SEBI and RBI officials, NSDL, CDSL.

(b) 
Investigation of abuse of using benami multiple demat accounts for secondary market transactions.

(c)
Whole of the year 2005 should be concentrated.  All IPOs of 2005 be covered.

We would request that all the Regulators, RBI, SEBI, NSDL and CDS  should concentrate on benami accounts. The unhealthy debate about fingering

each other should be stopped.  The first task should be to nail down on fraudulent

investors, benami demat account holders, bank branch managers, DP branch

managers. To find out whether the same modus operandi has been used for secondary

market transactions, to create artificial volume to manipulate the prices of a company by promoter-operator.

We fear the  Demat Scam of more than 5 lacs bogus applications in 10 major IPO’s alone. Using Benami Demat in Secondary Market is further to this. 

We would request you to give appointment to discuss this further.

Thanking you,

Yours truly,


DR. KIRIT SOMAIYA, Ex MP
President IGF
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