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! IN THE COURT OF AdblﬁéuAL CHIEF METROPOLITAN .
MAGISTRATE, DELHI

{ _ -
CC NO: \% ‘§937 /

{3 8P

Securities and Exchange Board of India, a \?“\\
‘ Y
statutory body established under iihe 4;0
N
provisions of Securities and Exchange ‘_{J)?
0

Board of India Act, 1992, having its Head
office at Mittal Coun, B - Wing, 224
Nariman Point, Mumbai 400 021
represented by its Asst. General Manager,

Ra}gsh Bhanot. - : “...Complainant

. VERSU? .
1. Rajshree Agricultural Private Ltd. ‘a
Company incorporated” under the
Companies Act, 1956 and having its
Regd. office at : 887._.Janta Flats, Nand
Nagri, Delhi. 110093 and having its
corporate office ‘at 419, Ansal
Chambers ~II, Bk_xikaji Cama Place,
New Delhi. And.having its office at:

1977, Ganjmeer Ganj, New Delhi.

’ 2. Shri'Redhey Shyam S/o Bishan Dayal,
Director .of_accused No.1, R/o: 532-A, . .

o7 S Gal: Khokhrewali, Lado Sarai, Main T
& O a Meharuli Road, New Delhi.
gt
Nt 3. Dr. Pardeep Sharma S/o Shri Inder
e
-
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.......Accuse:d

ad
' Sharma, Directorof accused No.1, R/o:
\

, 867, Janta Flats, Nand Nagri, Delhi

R
COMPLAINT UNDER SECTION 200 OF THE CODE OF CRIMINAL

SECURITIES AND




" 26.9.06

Present :  A-2 & 3 on bail'also for A-1.
Vide separate orders, accused have been found guilty of the

offence punishable under Section 24(1) read with section 27 of the SEBI Act,

1992. They are heard on quantum of sentence.

Vide separate orders the accused company Rajshree Agricultrual

Pvt. Lid. and its directors accused Radhey Shyam and accused Dr. Pradeep

Sharma are sentenced 10 a {ine of Rs.5,000/- each. On failing to pay the finc

accused Radhey Shya_m and accuscd Pradeep Sharma shall undergo SI for

three months.

On deposit of fine the personal bonds and surcty bonds of
accused shall stand cancelled and sureties are discharged.

File be consighed 10 the records.
! ’ AST:269.56
Cound e 26-5:04

AsHA  Meron)
. Aiw Sessione TG




IN THE COURT OF MS. ASHA MENON: ASJ: DELHL

CC NO.134/2005

SECURITIES & EXCHANGE BOARD OF INDIA, a statulory body
established under the provisions of Securities and Exchange Board of
India Act, 1992, having its Head office at Mittal Court, B - Wing, 224,
Nariman Point, Mumbai 400 021 represented by its Asstt. General
Manager, Rakesii Bhanot. ... .
' ... Complainant
: VS.
1. Rajshree Agricultural Private Limited
incorporated under the companies Act, 1958, having
its registered Office at 887 Janta Flats, Nand Nagri Delhi-110 093
and having its corporate office at 419 Ansal Chambers 1l, Bhikaji
Cama Place New Delhi* and having its office at 1977, Ganj Meer

Ganj, New Delhi.

2. Sh. Radhey Shyam S/o Bishan Dayal, Director of accused no.1,
R/o 532A, Gali Khokhre Wali, Lado Sarai, Main Mehrauli Road,

New Delhi.

‘3. Dr. Pradeep Sharma, S/o Irider Sharma, Birector of accused no.t,

Rlo 887, Janta Flats Nanad Nagari,New Delhi.

oo ....Accused
JUDGMENT:
BACKGROUND FACTS:
1. The complaint has “been filed by the Securities and

Exchange Board of India (hereinafter referred 10 as the SEBI) for
short, alleging vioiation of the SEB! {Collective Investment
Schemes) Regulations, 1999.

2. To give a briet background to the case, the Government of

<l

T\

India had set up the SEBI under the Securities and Excha’n;;-e"
Board of India Act, 1992. The Act itself was brought into existence

with the aim of protecting investor interests, in the backdrop of large
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scale floating of plantation and agro bonds by companies
financial viability. The uncontrolled protiferation of such companies
led to the duping of lakhs of gullible people who lost their money by
investing in such non-viable projects.

3. This prompted the Government to intervene and the SEBI
Act came into force, under which SEBI itself was established. The
SEBI has the obligation to regulate the securities and stock market
and has been vested \;vith extensive powers to discharge these
obligations. Various offences have been created with prescribed
penalties. adjudicatory' authioriiies have been created to deal with
violations. The SEBI is required to file;‘_‘a criminal complaint just as
this one, to commence p,rpsecution of the violators.

4. I order that the-provisions of Section 12 (1B) of the SEBI

Act were to be given effect io the government announced its

intentions to bring out regulations in respect of Collective
Investment Schemes specifically. It issued a public notice to this
end on 26.11.1997 and 18.12.1997. Under the provisions- of
Section 12 of the SEBI Act, 1992 those entities which had been
operating Collective Investment Schemes im.mediately prior to

coming into effect of the provisions were given two month’s time to

v \ apply fqr registration. By means of the public notice/press release,
SEBI required all those interested in benefiting under the provisions

of Section 12, to furnish alii details about the company and the
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obilized etc. t0 the SEBL

s?)emes and the amounts M

ALLEGATIONS IN THE COMPLAINT

press

5. The accused company had in response 10 the

release/public notice, apparently furnished their details to the SeBL

The SEBI (Collective Investmenti Scheme) Regulations were

sked all companies dealing with

notified on 15.10.99. The SEBI a
e information memorandum

Collective investment Schemes {0 isSuU

to all investors detailipg the state of affairs of the schemes. the

amount repayable 10 each investor and the manner in which such

¢ sent by 28.2.2000. Thiz

amount was determined. This was tob

date was extended 10 31 .3.2000,.

6. Under the regulations Of 4999, 73(1) those existing

s which had not applied fof

Collective investment Scheme

registraﬁon, where rgaquired to wind up their schemes and repay thes

investors. Under r_egulation 74 those entities which were not

desirous of registering with the SEBI even provisionally were also

obliged to draw up and formulate a scheme for repayment ant

make the repayment in terms of the regulation 73.

7. The allegation in the complaint is that the accused neither

applied to the SEBI for registration nor took steps to wing up the

e SEB! Chairmaf " e - -

scnemes and repay the investors. Therefore, th

directed the accused vide ordérs dated 7.12.2000 that "€y refurt

terms of the cniginal cltef.
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the money collected within a month in
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Yet, and despite repeated directions of the SEBI, the accused fail=z

to comply with the regulations, as stated in the complaint.

On these allégations the SEBI submitted in the compla

nat the accused had violated Regulations 68(1), 68(2), 73 & "<

+
LhicaL sy

read with Regulation 5 (1) of the SEBI Regulation 1999 read w =~
Section 11B & (2(1B) of the SEBI Act, 1992 pumshable urcsr

Section 24 rad with Sectlon 27 SEBI Act, 1992. Vnde orders da1=3

=D

16.12. 2003, the accused Rajshiee Agricultural Private Lim s

-t

Radhey Shyam and Dr. Pradeep Sharma were summoned to

trial for these violations.

On their appearance notice of allegations were served L2IN

_the accused under Séction 251 Cr.P.C to which they pleadec "3t

guilty. The complainant ~ examined Sh. Rakesh Bhanot as s

witness.

EVIDENCE

10. Sh. Rakesh Bhanot, AGM was examined as CW-~ 2on

behalf of the SEBI. During his testimony he has brought on r2207d
the letter dated nil sent by the accused to the SEBI whic wzs

received by SEBI on 15.1.98 as Ex. CW1/1. The letter cor=med

the _names_of the directors/promoters It also contaings ne

mformatlon that the company had raised about Rs.5,00,000 - -n2er

their different schemes. The letter contained the terrs 2nd

~ conditions of the Schemes launched by the company promis=s 2nd
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assurances and assured returns. As per thi

S

Kumar and Smt. Roopa Devi, Murolia were the promote

company.

11. He further deposed that the SEBI had sent various letters
to the accused company informing it about the‘requiremems under
the regulations and which were returned undelivered.to the SEBL.
He brought on record all the undelivered letters -along with their
envelopes. He also depog.ed that when show cause notice dated
12.5.2000 was issued, that was also returned undelivered. He
deposed that the format for winding up was aiso sent 10 the
accused company and. once again the communication returned
undelivered to the SEBI. He deposedhto the public notice issued in
the Hindustan Times listing the accused company at serial n0.353.
He deposed to the non-compliance despite the public notice, by the
accused company and the accused directors ﬁll the filing of the
complaint.

12. During cross exaﬁnination by accused Radhey Shyam CW1

@

deposed that it was inconect 1o suggest that the accused Rahdey
Shyam had only been an employee of D.B.Sharma or that the

\accused had nothing to do with the company. He denied the

s letter Sh. Ramesh

;9_ suggestion as incorrect that the accused was neither ihcﬁérge of
nor concerned with the affairs of the accused company and that the
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h, B.B. Sharma. i) e« 7

s completely under the control of S

company wa

R gt

The witness admitted as correct that many cases were pending

against B.B. Sharma including police cases but he was not aware
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whether B.B. Sharma was in custody at Tihar Jail. The witness was

VYiiw e e

unable to affirm or deny that the signatures on Ext.CW1/1 did not

belong to accused Radhey Shyam.

13. The accused Pradeep Sha.rma also cross -examined this
witness. The witness den.ied the suggesticn that the accused had
been only an >mployee of Hoffland Finance Ltd and had no
concern with the affairs of accused no.1. He denied the suggestion
that the acgused had. not been i‘nchargfe of the affairs of the
company or that he was not a qirector of the company.

14. The statements of .t.he accused were recorded under

" Section 313 Cr.P.C. They submitted the certified copy of form 32

_from the ROC in defence.

CCNTENTIONS

15. The Learned Counsel for the SEBI Sh. Sanjay Mann has
argued that the complainant.had fully proved the case against the
accused. He has submitted that it was the accused which had

" %\)\ provided details of its directors and the collections made ungder its

T -

schemes. He has argued that lhc accused. failed to repay the

. -

b T — -

investors and submit the winding up and repayment report with the

SEBI. He has submitted that the accused failed to inform the SEBI
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, ab’gut the change int heir address and so the accused were soiie;ly;
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ible for not being able to receive the communications fr BT R
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the SEBI._ Learned counsel has submitted that t_he accused were

therefore, fully liable for the defaults committed.

16. The Learned counsel argued that the public notices issued
by the SEBI would hav'e also sufficed to bring to the notice of the
accused that there were several requirements that were to be met
under the regulations. It has been argued that in these
circumstances, lack of knowledge was not. a plea available to the

@ accused. It has been argued th;';\t the accused had raised
Rs.5,00,000/- but it could have been more. It has been submitted
that the accused could not claim that they had no responsibility
even assuming th.ey had lent thei"r name to the}'qompany, since they
would hdvg done so for some profit, Thus keepihg in mind the
burpose of the enactment the defalit of the accused had to be
viewed'se'riously' and the accused con';/icted and punishable.

17. . On the other hand, the Learnéd Defence Counsel Sh.T.S.
Upadhyay has submitted that the acbused were innocent. It has

@ N\)\ been pointed out that none of the accused had been served with

ar @y communication and were t'hus in the dark about the regulations. \\‘

l:earned counsel has submitteg that on the basis of the férm 32

- . ' e LT
— ,--__Qemﬁed.cc_apy_o:whaeh-haébeen-placed on record by the accused it
g | |
was apparent that the accused were never directors of the accused




no.1. The Learned Counsel has submmed that neither accused

no.1 not accused Nno.3 had signed the letler Ext,CW1/1. Learned

counsel has submitted that the business had been conducted by

one B.B. Sharma and the accus sed had been only his employees
and could not be saddled with the responsibi\ities under the

regulations of the SEBI. Hence he has prayed that the accused be

acquitted.

FINDINGS:

PN =

18 Before proceeding to the merits of the case | consider it

appropnate to call for the record ot ROC in order 10 ascentain the
role of B.B. Sharma in the company since both the accused had
claimed that they were only | h.s ‘employees and since it was
submitted that B.B. Sharma was facing several prosecutlons even
under the pena!‘ eode. sh. K.G. Ma&hur from the ROC produced the
record finally on 22.9.06 dnd 1 have perused the same.

19. The record of the ROC does not COME much to the ai¢ of
the accused- From 3 perusal of ROC record, it appears thal Sh.
Ramesh Kumar Murolia and émt. Roopa Devi Murohia were the first

directors as per {he articles since incorporation. The company was

incorporated vide certificate of Mincorporation xscued on 24 4. 1996
The form 32 had been submmed however, on 15.4.96. The next
change intimated 1o the ROC, it appears, was vide ietier dated

13.3.97 under the signature of N.C. P_grldey described as director.
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on 30.3.97 Ramesh Kumar l\/luro\ha; g e o4

As per the form 32 submitted
r

and Roopa Devi Murolia are stated to have resigned on 12.3.97. As

per this form 32 Mr. Vinod Pant and Mr. N.C. Pandey were

appointed as sadditional” dirzctors on 1.3.97. There are nO other

documents to show any change in the constitution of the Board of

Directors of the company.

20. It is no doubt true that on the basis of the records produced

by the ROC the da«e of appointment of accused no.2 Radhey
.Shyam and accusec no.3 Dr. Pradeep Sharma 10 the Board of

Directors remains unknown. However, Ext.cW1/1 was received by
the SEBI on 15. 1 1998 and in th;s letter the names of the accused
no.2 an_d 3 have been ment.oned as- “present directors. It is the
obligation of the com;;ar;y fo intimate to the ROC any change that
takes place in'the Boa'rd'of Directors. |f the ROC records have not
been updated no presumptron can be drawn that the accused
Radhey Shyam anc Pradeep Sharma have been wrongly described
in Ext.CW1/1 as the pre;em directors.

21. Moreover, ~the accused Radhey Shyam has himsell

admitted in his statement uAS 313 Cr.P.C that he had been joined

M as director in this company but claimed that it had been done so in

an mformal way. It was for him to have_proved this claum as. e

required under the Droviso o Section 24(1) SEB! Act, 1992.

<] :
Neither he nor accused Dr. Pradeep Sharma have placed on record

Yoy " T
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conviﬁcing and coge:ryxtlév'\”/i‘de'nce which ought to have available
them tovprove'that_ their statusm the company had been only that of
an employee. Except for their étatements' made u/S 313 C.P.C. nc
documentary proof of emblpymen‘t has been produced and proved.

They have only relied on the form 32, which as discussed herein

above does not help prove their claim.

22. The accused Rahdey Shyam has denied the signatures on

Ext.cW1/1 and its annexures. The alphabet “R' and the word
“Shyam” can be easily éi’scerned from the signatures appended 1o
Ext.CW1/1 and the anriexures. However, the accused has signed
only in Hindi on the‘ vakalatnama andystat(:;mems. That may or may

not have been a claver device, however,. much need not be made

~ofit. Suffice it to note that when both accused claim 1o have been

employees of the accused company neither of them could‘ specify

who could have signed Ext.CW1/1. Thus the denial of the

' signatures to my mind will not suffice to extricate the accused from

the admission of their status qua the accused company as made in

this communication to the SEBI.

- 23. The accused we?e aware of the intention of the

i

Government to regulate business of Collective Investment

RERT S

ochemes. it was in response to the first public “@nnouncement

that the accused had sent their letter Ext.CW1/1 to the SEBI.

Th accused had informéd the SEBI themselves that they had
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Schemes Assumlng that the accused had not received the

ompany; they ought to have responded to the public notice in

““newspapers where the name of the company was mentioned

: ?_"clearl'y. Neither accused has disclosed when the company had

stopped functioning. There is no fact on the basis of which this

‘

L4

:.Court -can therefore, conclude that the accused were truly
unaware of the requxrements under ihe regulatnons of 1999.

"2'4'. - The accused are not ngnorant rustncs roped in by some
schemmg cheat Even as per thenr own case they were known
to who ever was ﬂoatmg thlS company and had voluntanly
participated as directors. Their background even as per their
.own claims, v;/.as with’ other companies, may be belonging to

g ~ one B.B. Sharma. It was for.the accused to have proved that

" during the course of such other employment they had had no
exposure 1o 'companyfm'zatters' familiarizing them with the
_ M requirements of law in respect of the business of companies.

a!—and—clatm_oi_xgnorance does not stand the -

test of unsulhed evudence on wh:ch the court could rely

completely and so conclude that the accused were innocent.
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In the absence of such cogert evidence no such infersﬁ '
caﬁ Le drawn in favour of either accused, in the face of. the
documentary proof comprised in Ext. CW1/1.

25. - - In the totality of‘th'e circumstances and on the basis of
‘the gvidence that has come on record it has to be concluded
that the accused no.2 and 3 being directors of accused no.1
and the . accused nq.1 had fai:led to comply with the
redgirements under the regulations of 199§ and had failed to
‘submiAt. the ‘repayi/m_ent }eport and the windihg up report to the |

' SEBI to confirm with the SEBI that their CIS had come 0 a

"le'sei_:{ and ‘éﬂ investors ‘h'ad" bgén duly repaid as per the

. promised offers.

- CONCLUSION:
26., L, therefore,. hold the accused company Rajshree

' Agricultural Private Limited, its Directors/faccused Sh. Radhey

&

.Shyam- and Dr. Pradeep Sharma guilty for the violations of

.,
e

Regulation 5(1) read with Regulations 68(2), 68(2), 73 & 74 of the

SEBI'(CIS)Regv’;ulations‘lQQQ read with Section 24 riw S.27 of the

o -

. ’. SEBI Act }992. They are ehtitled to be heard on sentence.

- — J—— - ——— v —~—

(ASHA MENON)
¢ Addl. Sessions Judge:
Delhi.
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* IN'THE COURT OF MS. ASHA MENON: ASJ: DELHI.
CC NO.13472005 |
sesf vs. RAJSHREE AGRICUL.TURAL PVT L1D> & ORS,
~ ORDER ON SENTENCE:

I have heard both the accused on point of sentence. They have

both stated that they were not responsible as directors since they were only
employees. This matter has already been dealt with by me in the judgment.

The accused .have been found responsible for discharging the
obligation under the regulations of 1999. There s nbthing to show that the
money.collected by the acc'uséd company has been refunded to the investbrs.
There is also nothing to show that the SEBI had been at some point of time
informed about such rcpayrpcr;l. Neither accuscd have placed on record any
maten'él to show that the cémpany was éh’ll continuing jts business with
some other Board of Directors.

In the circumstances, I sentence all three accused for the vjolation
punishable un'der'Scction 29:(1)' read with__scction 27 of the SEB] Act, 1992,

' Lsentence the accused Rajshree Ag'ﬁcultrual Pvt. Ltd., accused
quhey Shyam and accuse;i, Dr. Pradeep Sharma io a fine of Rs.5,000/-
cach._dn fa‘ih'hé to pay the fine accused Radhey Shyam and accused Pradeep
Shar-:na shali'u.xxdcrgo SI for three months, ’

~ On deposit of fine the personal bonds and surety bonds of
accused shall stand cancc!lcd anci Surcu'es are discharged. '

File be consigned to the records.

.. .

Announced in the Open Court (ASHA MEN N) e :

, Dated:2§.9.0,6,' : « Addl Sessions Judge: Delhi.




