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February 7, 2006

DEMAT SCAM STARTED AUGUST 2004

FCS SOFTWARE – 7,000 BOGUS APPLICATIONS

FCS Software Solutions Ltd. is the third Company where Rupalben Panchal, Budhwanis and others have applied in fictitious names with the use of more than 7,000 bogus Demat Accounts.  After YES Bank and IDFC, this is the third company where similar modus operandi has been used by the Panchals and Budhwanis.  Cornered and hijacked Small Investors’ quota, charged Dr. Kirit Somaiya, ex MP & President of Investors’ Grievances Forum.  FCS came out with the Public Issue in August 2005 of 35 lakhs shares of Rs.50/- each amounting to Rs.17.50 crores.

In the IDFC Scam, Purshottam Budhwani had also used 928 bogus Demat Accounts, and got allotted YES Bank shares in fictitious names.   Seksarias had also made 125 bogus applications and got allotments.  IGF have once again stated that all the Public Issues entered into Capital Market from 1 April 2005 be screened.  Major Public Issues where Rupalben Panchal, Budhwanis and others have applied and got allotted with bogus Demat accounts –

1. Suzlon Energy Ltd.                       7.  Gokuldas Exports Ltd.

2. SPL Industries Ltd.                       8.  Gateway Distriparks Ltd. 
3. Shoppers’ Stop

  
  9.  Karnex Microsystems Ltd.
4. Provogue India Ltd. 

 10. Sasken Communications
5. Nectar Lifesciences Ltd. 

                                        etc. 

6. IL&FS Investsmart Ltd.

Dr. Kirit Somaiya also stated that in some Issues, more than 50,000 bogus Demat applications have been made.

Mini Panchals – Bogus Demat Accounts

IGF has collected information that Rupalben Panchal, Sugandh Investment, Budhwanis and Manojdev Seksaria are operating 50,980 bogus Demat accounts. As many number of bogus Bank accounts are also used by them.

There are more than 100 such Panchals operating 300-1000 bogus Demat accounts for almost last 12 months.  Similar Demat scams have been found in Vadodara, Surat and Hyderabad.  In other 50,000 small Demat accounts, NSDL have found out more than 20 

persons having similar addresses.  Panchals’ modus operandi are being successfully used by these 100 mini-Panchals for almost last 12 months.

Beginning of IPO-Demat Scam

Rupalben Panchal was operating 5990 bogus Demat accounts in NSDL in 2004.  In August 2004, she opened 2923 new Demat accounts with NSDL through Karvy Depository.  In all Rupalben Panchal is using 29,000 fictitious Demat accounts for the 
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applications through NSDL and CDSL.  On 16th Aug. 2004 (or so), Rupalben Panchal, Budhwanis, Sugandh Investment opened 10,669 bogus Demat accounts.

Dr. Somaiya stated that the bogus Demat accounts and fictitious applications scam have started at such large scale in Aug. 2004.  IGF has come to a conclusion that 53 Public Issues that came out after Aug. 2004 should be scrutinized by SEBI and NSDL.  In all 1,00,982 bogus, fictitious, multiple Demat accounts, bank accounts have been used by the

Scamsters to corner more than 5 crore shares belonging to Small Investors.

IGF also demanded investigation of the role of investors, flow of funds behind this.  It is also a joint venture of investors and so-called Panchals.  In many Public Issues, they had 50:50 partnership for profit sharing.

Karvy the Culprit

IGF demanded full-fledged investigation the role played by Karvy - Karvy Registrar, Karvy Stock Broker, Karvy DP.  All the major scamsters – Panchals, Budhwanis, Sugandh Investment in connivance with investors along with Karvy have looted the Small Investors.  More than 95% bogus fictitious Demat accounts have been opened by Karvy DP.

It is shocking that, in thousands of applications, Karvy has accepted payment and also refunded the amount to the scamsters and not to the accounts of thousands of applicants.  It is unearthed that Karvy was issuing single cheque to Panchals, Sugandh Investment for these benami, forged applications.  The Syndicate of Karvy, Bharat Overseas Bank, investors, Panchals was transferring refunds belonging to thousands of bogus applicants with the help of Electronic Clearing System directly in the bank accounts of Panchals, Sugandh Investment.  Bharat Overseas Bank have accepted about the dubious transactions and such electronic transfer.

IGF has also come to the conclusion that thousands of applications have been made without completing the formalities.  In many cases, addresses are not available or application forms are also not available.

IGF appreciates the role of SEBI’s Investigation Dept., mainly Mr. G. Anantharaman, to unearth this scam.  To collect the information, SEBI and NSDL have sent their teams to various offices of Karvy at Ahmedabad, Chennai, Hyderabad.  Inquiry, investigation have started.  IGF demands that till all the investigation is completed, all the activities of Karvy be suspended immediately.  
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