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      February 4, 2006

Mr. Tulsian

Chief Income Tax Commissioner

Aayakar Bhavan

Mumbai

Sub: Demat Scam

Ref : Findings of SEBI on IDFC and YES Bank IPOs, NSDL & CDSL 

         Reports, Reserve Bank orders, etc.

Dear Sir,

We are sure Income Tax Department have taken prompt and quick action on Demat scam.

The Panchals, Purshottam Budhwani, Sugandh Investment, Manojdev Seksaria opened about 51,000 fake/bogus/dummy/benami Bank accounts and Demat accounts.  Few major investors entered into understanding/partnership/joint venture/arrangement with so called Panchals and applied under Small Investors’ quota to corner, siphon off, hijack crores of shares in the Public Issues of 2004 and 2005.

According to our study, information, the scam started in August 2004.  SEBI, NSDL, CDSL have come to the conclusion that these are the four major people – Panchals, Purshottam Budhwani, Sugandh Investment, Manojdev Seksaria, who have opened more than 500 such bogus accounts.  These people and the so-called investors have illegally cornered more than 33 Public Issues.  We feel that more than 5 crore shares belonging to Small Investors have been cornered.  These have been sold in the market immediately, earned hundreds of crores Rupees profit.

The fraud has taken place as per the provisions of Companies Act, Sec.68A.

This Syndicate, scamsters have provided fake, bogus, forged documents to open Bank accounts and Demat accounts.  It is understood that bogus PAN numbers have also been used.

It is also understood that the role of Karvy is equivalent to that of Panchals.  They are party to this scam.  The IPO scam has taken place in connivance with Karvy, Panchals, investors.
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Investment/finance have been made available, benami bogus transactions have taken place, crores of Rupees profit has been earned.  The Income Tax Department needed to study and take action.

For your ready reference, we are enclosing herewith SEBI’s orders on YES Bank and IDFC and also some press clippings.  The scam is mainly concentrated in Mumbai and Ahmedabad.

We would request you to take necessary action.

Thanking you,

Yours truly,
DR. KIRIT SOMAIYA – Ex MP

President, Investors’ Grievances Forum

Encl: 1.  SEBI’s orders on YES Bank & IDFC

         2.  Press clippings
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