Statement released by Dr. Kirit Somaiya, President IGF at Press Conference on 23.1.2006

SCAM OF 2005

IT’S OPERATOR-BROKER-FINANCIER DEMAT FRAUD, NOT SYSTEM FAILURE ALONE 

: KIRIT SOMAIYA

More than 25 Public Issues of 2005 covered

Bogus Demat accounts is not system failure alone but DEMAT SCAM - FRAUD of 2005, charged Dr. Kirit Somaiya, former MP & President, Investors’ Grievances Forum.  Many of the Public Issues of 2005 are covered by this fraud.  The operator-broker-financier nexus.

Dr. Somaiya demanded SEBI, NSDL, RBI & Stock Exchanges should study & disclose all the transactions of the syndicate of Shri Dhiren Vora, H. Nyalchand & Co. – the broker, and Shri Amam Shah – the Investor - Financier who seems to be the real master mind behind the Demat scam of 2005.  Many of the 40 major Public Issues of 2005, have collected Rs.12,871 crores par value of the same Rs.124 crores.
Investors’ Grievances Forum has submitted several representastions to SEBI, NSDL, RBI, Ministry of Finance.  With the help of bogus Demat Accounts, illegal financing, operator-financier-promoter nexus, prices of premium of many Public Issues have been inflated, manipulated, charged Investors’ Grievances Forum.  A simple comparison for the years 2001/02 to 2005/06 reflects the amount of premium collected through the primary market.

CAPITAL RAISED 2001-2005










   Rs. crores

	Year
	Equities

	
	At Par
	At Premium

	
	No.
	Amount
	No.
	Amount

	2001-02
	7
	151
	8
	1121

	2002-03
	6
	143
	11
	1314

	2003-04
	14
	360
	37
	18589

	2004-05
	6
	420
	49
	23968

	Apr-Nov 05
	8
	208
	63
	10185


Dr. Kirit Somaiya has demanded study, enquiry, investigations of

i)
Whole of the financial transactions of Shri Dhiren Vora

ii)
Whole of the financial transactions of H. Nyalchand & Co.

iii)
Whole of the financial transactions of Shri Amam Shah 

iv)
Other two small brokers of Ahmedabad involved

v)
Criminal action and arrest of the scamsters & freezing their Bank Accounts
vi)
All the major IPOs of 2005

vii)
Transactions of Grey Market of Public Issues before Listing and 7 days after Listing

viii)
Disclosing details of information collected by NSDL and SEBI to the public.

ix)
Action by Economic Offences Wing of Gujarat Govt. and Maharashtra Govt

x)
Action by CBI and Serious Fraud Office.

The modus operandi used by Shri Dhiren Vora and Shri Amam Shah is same in

most of the Public Issues.  Using bogus Demat accounts of Rupalben Panchal and

others, the rent and charges paid between Rs.150/- and Rs.250/- per 

transaction.  Dialogue with promoters for inflating/fixing premium, huge transaction 

in Grey Market at the time of issue, mass transfer of shares from

bogus Demat accounts to particular Demat account & Delivery at the time of 

Listing.  

It is understood that NSDL have already collected data of more than 7 Issues other 

than Yes Bank and IDFC.  This is already lying with SEBI.  IGF is surprised, 

shocked that SEBI, RBI and Finance Ministry are not disclosing these details to the 

common investors.  Why action is being delayed?

IGF has further demanded, on one side, this syndicate has cornered the quota of 

Small Investors in premium Issues and simultaneously helped few of the 

companies’ promoters to fix and inflate artificial premium of their Public Issues.
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