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IN THE COURT OF ADDITIONAL CHIEF METROPOLiTiI:L NG
C- \ﬂ—g / T

MAGISTRATE, DELHI

cc NO: 5Y  OF 2004

"\‘\l\n\\o\»‘

Securities and Exchange Board of India, a

statutory body esiablished under the

e s pTOVISIQRG O —Securities—and -Exchange

Board of india Act, 1992, having its Head

e
g

office at Mittal Court, B - Wing, 224

Nariman Point, Mumbai 400 021

represented by its Legal Officer, Shri

Sharad Bansode.

1.

VERSUS .

Sandal Wood India P Ltd. a Company

incorporated Under the Companies
Act, 1956, having its Regd. Office at :
GH-2/134 D, Paschim Vihar, New Delhi
110063.

éhri Sumz;myar Ranjan S/o P.L.Bhat,

Director of Accused No.1, R/0:3003-A,

M- )

,—’/ J.

...Gomplainant

Kongposh Colony, Near Rohini Sector

22, New Delhi 110081.

. Shri Rohit Ranjan Bhat, Sfo P.L.Bhat,

Director of Accused No.1, R/0:3003-A,
Kongposh Colony, Near Rohini Sector

22, New Delht 110081,

. Shri Rakesh Tickco, Sfo Shri K.L.

Tickoo, Director of Accused No.1,

e
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R/0:212-D, Friends Sector Subash A i

o Nagar, Jammu Tawi, J&K. oeeACCUSED

S COMPLAINT UNDER SECTRIN-430-AND SECTION 200 OF THE CODE OF CRIMINAL
PROCEDURE, 1973 READ WITH SEC. 24(1), 27 OF SECURITIES AND EXCHANGE

BOARD OF INDIA ACT, 1892
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N THE COURT OF MS. ASHA MENON: ADDL. SESSIONS JU bﬁE,_.;’“ ,
. | DELHI. S taensy e
4 t
CC NO.,175/2005 :‘
SECURITIES & EXCHANGE BOARD OF INDIA, a statulory body
established under the provisions of Securities and Exchange Board of
I~z Act, 1882 h~éuimg ts Head Office at Mittal Court, B — Winyg, 224,
o anmar. Point -Mumba: 400 021 -represented: by its Legal-Ofticers Sh.
Sharad Bansode. )
. Compmiﬁam
VS,
1. Sandal Wood India P. Lid. a Company incorporated Under the
Cdn%’pames AE;T-, 1856 having its Regd Office at . GH-2/134-D,
Paschim Vihar, New Delhi-110083.
2. 8h. Surmanyar Ranjan S/o P.L. Bhat, Director of Accused No. 1, RB/o
EODS-A, Kongpesh- Colony, Near Rohini Sector 22, New Delhi
110081, -
3  Sh. Rohit Ranjan Bhat, S/o P.L. Bhat, Director of Accused No.1,
R/c 3003-A, Kongposh Colony, Near Rohini Sector-22, New Delhi-
110081. |
4. Sh. Reakesh Tickoo, S/c Sh. KL, Tickoo, Direﬁct_c} of accused

- .

sti R/o 212-D, Friends Sectcr SLi'b'haahml'iiéé__a'r_,_jammu Téwi,

J&K.

... Accused
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JUDGMENT: o
%:
BACKGROUND FACTS: ]
{\.\
1 Trie compant nhas been fied by the Securt €s.. r:&.ﬂd

Cycnange Board of India (nereinafter referred to as the SEBI)
tnrough its Legal Officer, Sh. Sharad Bansode. Therealter, the

comniaint nas been continued by Ms. Radhika Verma, WManager of

tre SERB! zgars! Sandai Wood India P Lid. and agamst s

Diractors 8h, Symanyar Ranjan, Sk Rohit R;men Rhat and Sn
Hakesn TiCKOO. |

2. The compaint has been preferred under the Securnties and
Exchange Board of India Act, 1992 and the rules made thereunder.
The case as set cut in the compiaint is that the Government of India

stter detailed consultations with the regulatory bodies decided that

ar appropriate regulatory frame work for regulating entities which

ssued nstruments sucn as Agro Bonds and Plantation Bonds etc.,
was required 1o be created. Th'e,‘reaﬁer, the Government notitied
oﬁ Novermber 1837, through a press release, ‘that such Schemes
relating to ssue of Agro Bonds elc., would be treated as Collective
Investment Scheme governed by the SEBI Act 1992,

3 The aim of these regulations were 1o ensure nvesior
srotection and 1o promote legitimate investment activities.  The
regulations were nciified in 1999 as the SEBI (Gollective investment
Schemeﬁ Regulation 1998.

4. The entities involved In ahy Coliective Investment Scheme

c -

-“_h“,__* = o ———

WETE quJifEd vide the press release dated 26.11. 97 18.12.G7 tm

V{\é\ file information with trie SEBI giving the detail of the Company, its

Scheme and nature of investment. In response the accused in this
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ase .o Sandal Weod Indig P, Ltd informed

{HJ

R$.55,600~ frcm the generai pubiic. It also wmiormed wi lm ﬁ,;e

D

"L,r""

it nas been stated in the compiaint that after the reguiahors ™,

caime :ntc force, the SEB!  issued ietters dated 15.12.99 znd

29.12.59 and alsc issued public notices dated 10.12.99 infarming
Ire accused company of the notification and the requiations and
directng 1 10 send nrlormaticn memorandum 1o al Investors
detaiiing tne state of affarrs of the Schemes, the amourt repayalle
tc-each tnvestors and the midghrier ir which such amount was

determined. Thigs information

was 1o be sem fby 28.2.2000.
Subsequently, the last date for furnishing details was extended ei(e

, 2000.
ALLEGATIONS IN THE COMPLAINT

21 Marchk

According 1o the.compiainanrt, the accused No. 1 tailed to

apply for registration amd‘also [ailed to submit the repayment report

nor did it furnish details for winding up the schemes. Therelcre, on

Decemper 7V, 2000, crders were issued by SEBi u/s 11 B of the

SEBI Act 1992, to the acclused company to refund the Money

collected to the investors.within one month and submit the report of

repayment and winding up to the SEBI According to the

complainant since there was no compliance of this order. the
accused company and ité_ Directors had violated the Regulaiiérrs
No. 68{1) and {2) 73 and 4 R/IW .Heguiaﬁon 5 (1) of the SEBI
ECDHE"“'{WE investment Scheme) Reguiation 1989 and had aiso
vigiaied Section 11 B and 12 {1) B of the SEB! 1992 which were al
violation punishable U/s 24 (1) of the SEBI 1992 R/W Secticn 27 of

nat they had ffa"egﬁeﬁ,

rectcrs were, \

the said Act.
Vide orders dated 14.1.20G4 the accus-ed were sgmmoned

for trial. The notice of allegations under Section 251 Cr.P.C was
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seryad or accused on §.9.2005 ard they oeaded nlt G
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Ms. Radrika Verma, Manager as GW-1 ir m:m.%ﬁ“, :
cf the corpiz~t Tre statements of the accysed were reccrded U

313 Cr.P.C. Tre zaccused relied only on documenrts for iner

EVIDENCE

CW-1 s Ms. Radhika Vermé who has deposed to naving

| ~ R e |
ceer duly autncrzed by the SEBL chairman vide of Tder ‘dated
24.1.2003, t2 sign complaints, affidavits, petitions etc on penalf of
Ire SEBI 1 rer cagacily as Maﬂager N‘Gr’[-ﬁern Regiora Office.
She rzs depcsed that the Government of India pless réiedse dated
18.11.97 directng trat bonds which were in the nature of Plantation
Berds ard Agro ponds issued oy the Companies would Dde
considered as Coilective investment Scheme as stipulated under
Secticr 11 of the SEB Act, 1982, She deposed that thereaitar, the
SEBI 1ssued press re!e‘élse dated 26.11.97 and the public notice
dated 18.12.97 directing the Companies which were running
Collective Investment Scheme (CIS) 1o file intc};rmatlon with SEBI
regarding their Schemes such as details of fund mobilized, names
of Directors/Promoters efc in case they were désiraus of cbtaining
nenefits under Section 12{(1) (B} of SEBI Act. She deposed that
pursuant tc this the company tiled informaticn vide the ielter dated
13.1.98 ExtCW1/2 informing the SEBI that it had mobilized
Rs.55,600/- in its C1S . The Company also submitted the details of
its Directors alongwith the Memorandum and Articles of Assaciation
nforming that Sn. Sumanyar Ranjan and Sh. Rakesh Tickco and
Rohit Ranjan Bhat were the Directors of the Comrpany. She
deposed trnat two letters dated 8.4.98 and 31.3.88 had been sent to

the Company for additiona! information and documents and in

respense to tnis letter of the SEBI, the Company sent letter

- —m e
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Fxt.CW1/3 dated 30.7.98 ¢nce zgain informing that Sh. Sumai}gﬁar
Ranjar, Sh. Rakesi Tickce and Raohit Ranjan Bhat, Directors frt,’meﬁ S

Comp ary. It submitted the detailed statement of the deployment O

T}

funds wherein it was stated that tre total amount mobilized & sy the
Company was Rs.55,600/ cut of which Rs.20,000/- had been paid
as advarnce towards iand. The witness deposed that the Company
sent letter deted 25.11.98 Ext.CW1/4 mforming the SEBI! that the
total future Lability of the Comoany were Ks.6,02,804/-

9 Sucseguently, the SEBL (OIS Regulations, 1993 were

notified on 15.10.88. The wnness demosed that Inl|mati.or‘: regardmg

¢ et m—— = s s . - - - - — T

the motflcailﬂ of regulatm% nad been sent io 1he“’COm“an and (t
Wwas Intimated vide public notice dated 20.10.99 and specific letter
dated 21.10.99 was sent Dy registered post. She deposed that this
etier returned with tne remarks "left without address”. The wilness
de osed that in terms of the regulations the Oompany Was required
fo appty for registration or wind up its scheme in terms of
'Hegulations 73 and 74 and was further required 1o circulate
niormeation memorandum to its tnveat_ﬁrs and to repay and wind up
e é::heme and submit the winding Up and repayment report with
the SEBI. w%t,h-in five ard half months. The witness deposad that
these were communiceted to the Company vide letters dated
_1.0.12.99 and 29.12.99 and both these letters were also returned
undelivered to the SEBI with the remarks “left without address”. The
witneSs stated that the requirements were also communicated vide
public notice dated 10.12.99. |

10.- The witness further deposed ihat as the Company neither

‘applied for re’gtstrat'ion nor intimated regarding the Windtng up of ite

- -Erehefﬁé;_-shﬁw---cause dated 12.5.2000 was issted which also =

R

returned to the SERBI undsalivered to the accused with remarks

"company closed”. The wilness stated that SEBI had forwarded the

:
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were required to furnisn information regarding winding ug of the

cereen yvide letier dated 31.7.2000 whicn was also ra2iurned

Jrdeivered to tne SEBI witn the remarks Meft without address” On

)

accourt of the Tziiure cf the ccmpany to comply with the reguiatory
srovisions of the regulatiens, the Company was directed oy i
m&mmpd%&&&ﬁﬁﬂ -£.12:2000- 1o repay the investors

as per the original terms of offer within one month of the said order.

T2 winess stated that this order was communicated ic the

1)

comeany yide letter_daled 18.12.2000 which was returned a

drgenvered (o ine St witn the remarks "left without address”. The

contents Of the order was alsc published in Hindus-tén Times on
19.12.99 and in the public notice dated 14.1.2000 the name of this
company was sncwn at serial no.390. The wilness brought on
record vanous exnicits including the returned envelopes and the
Cépy. Ol thé_pubiicatzmh in the hewspaper. The withess has Grought
on record ail the returnedf:enueicpaa:

1 iIn ner croas- exargmatsem CW1 deposed that the SEBI has
not '*ecewed any .nmmahom from the accused about the change of
address of -the Company and that th Company had intimated the
change of address in the year 1999. She deposed that no letter
dated 20.6,1988 nad been received by the SEBI. She turther
admitted tnat letter dated 8.8.2005 had been received and placed
tne same on the record as Ext.CW1/DB in which the address of
Ronini has been mentioned. She admitted that the winding up and

N\ fepayment report EXLOW1/DGC has also been received wherein it is
Q@ mertioned that the amounts had been repaid and that the accused
nad coilected Rs.55,600/- and had repaid Bs.59,000/- as per their
repoit Ext.CW1/DC. However, she stated that the accused had not

submitted the statutory auditor's report which is required in case
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wrere the ciaim ct repayvenls nave peen made ongy
rtiticaton of reguiations, i
12. Tre statements of the accused were recorded. Their stand
s that they nad started operation in Oclober, 1997 and the amounts
raised orly from family rnembera who had been repaid Ly January,
1999, They slated that since operations had been zicsed and
communication had ceen gent by SEBI but at the oid address, they
remaned  unaware of the f{urther requirements under the

‘eguiahions

__GO_NTENTieNS_____ e - e e ) e e

13. The SEBI hag contended that since theJequirements as per
the reguigtions had not been fuifilled by the accused the viclation
had occurred and therefcre, the accused were liable for the
vidlaticn. Hence H“-ﬂy have prayed for conviction. I

14 Cri 1ne ._,ther nand, i has been submitleq on behall of the
zccused that they had.conc!uded operations well before the

reguialions had come into force in October, 1989 and therefore,

they were having nc obligation left to comply with under the

regulations. . It nas beer submitted that therefore, there was no
obligation tor submitling further reports to the SEBjI and in any case
the 'Iapse .had_ occurred because the SEBI had sent rits
communications at the old address. Hence it has been submitted

that they be act;uitted. In response the learned counse! for SEB

has submitled that once the Company had respf:_inded o the first

sfitellle noti’{;fe ot the SEBI informing Ceoliective Investment Scheme

that they Were required 1o submit the details in case they wish to

W] “penefit Lmde. Section 12B of tﬂe SEB[ Act, they were covered by
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the reguiations. It was submr’ned that when the accused Company

ha_d not' informed the SEBI about the change in their address they

could not take benefit of non-receipt of communications. Hence -
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azrrad course soomitted that the contenticrs were ac e ¢ ueh L
e.ected. oy =
FINDINGS. .
5. | mave carefuily considered trne arguments sutmitted oy
oot gides
16, Fromm the ev.dence on reccrd (118 more than estaonshed tnat

Ine_accused were run ing a Collective Investment Scheme. Tney

 ——

"'--—Mu.__-__"' . e
had responded to a public notice dated 18.12.97 by sending 4 ‘elter

ated 131 1998 Ext. CW1/2 giving tne detaiis ¢f their Schemes and

~o ~oventiong trereunder His also clear that Bs.55,800/- nad been

—
1

coiected and that the accused no.2 to 4 were the Directors of the

{1]

ccused Company nc. 1,

17. It is clear from the record that after 30" July, 1998 the
sccused Comeany nad not sent any communication to the SEBL
Tnacugh trney have claimed that they nad sent a leller on 20'_'Juﬂe,
1998, tney nave not placéd on reccrd any postal receipt 1o prove
dgispaten of this ll:etter. Therefore, there is no conclusive proot that

the accused on closing operations had informed the SEBI that the

r _' business had been closed cr that the Company's office had been
shifted.
18. The accused cannot claim ignorance o exlricate

themselves from this prosecution. The public notice which had
been issued on 18" December, 1997 informed those involvd in CIS
Scheme that they were required to register with the SEBI if they
desired to reap the benetit under Section 12 (1)(B) of the SEBI Act.
It also informed the Companies that regulations were being put into
@ force. Thus, the accused no.2 to 4 who are well educated kKnew by
way of this public notice that their Collective Investment Scheme
would require registration under the SEBI to continue and failing

that they would required to wind up operations. The letter dated 30"

#u .h ,fp;;i-‘.‘;;
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Decerper. 1997 tne company nad not tioated any new Scheme
and =27 ~ad t zolected 2~y ~zre funds and the corrgany as
andertro« 2t e coiiect further funds till a rating was cotained oy

them Tre SEBI would rnave rnad no means tc kKnow {nat the

- —_ .- - . ...= - T o
h—ll-l"?-h_.‘—

Compary nad cr rad ~ct cotzred the rating or that after so -

obtamirg tre -ating had or had not collected further deposits bl and
uniess tne ::cused rad t*‘re ves informed the SEB! of the
STEINY .'ﬁai tne accused have ~ol done as made out on the record,

19, Tre v.ciaticn of the reguiations occurred according to the

{1

ccused pecause they did not know about the reguiaticns. The
SEBI coud sent communicaticns oniy at the address it was aware
of In zny case the rewspapers contained public notice of the
requi-reméms under the SEBH Act and the name of the Company
nas appéared at senal nc.390 in the pubHc'riméce 1ssued in the
Hindustan Times on 147 January, 2001. That being the case,
;gnorancé cannot come 1o the rescue of the accused.
20 f-idr*n'attemy, the accused have nct ap-plied for registration
JUnder the SEBI Act. Admittediy they did not. submit to the SEBI
winding up and repayment report in format till the filing of the
complaint. When finally they did, they have failed to submit the
auditor's-report as required under the SEBI requlations. Thus, the
SEBI has proved the case against the accused that the requirement
ot the SEBI Regulations, 1998, have not been complied with by the
accused. They are therefore, liable for the said viclalion under the
provisions of the SEBI Act, 1992,
CONCLUSION

21 in tre circumstances, it has 1o be concluded that the
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ne fact that tne SEB! was regulatng the functicring of the

Coltective Investment Schemes. They have thus Ciearly wviolated

the SEBI Regmatims 1999 i.e, Regulation 88{1; (2} 73 and 74 and

_E______._.__,.__,‘T""f'?_b_fj_c_‘f“, ?""Eﬁ___tz.f___ I'r:‘-Lg_._SEBI. AcCt 1882, They are foung quilly
FRB/W
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ordin giy and are fiable for punishment under Section 24(1
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