
August 14,2019 

The Sr. General Manager 
Department of Corporate Services, 
BSE Limited, 
1 st Floor, PJ Towers, Dalal Street, 
Mumbai 400 001 

INFRASTRUCTURE LEASING & FINANCIAL SERVICES LIMITED 

Re Submission of the Fourth and Fifth Progress Report and Way Forward 

Dear Sir/Madam, 

This is with reference to the proceedings before the Hon'ble National Company Law Appellate 
Tribunal ("NCLAT") in Company Appeals (AT) No. 346 of2018 and 347 of2018. 

Enclosed is the "Fourth and Fifl:h Report on jJrogress and Way Forward' which has been 
submitted to the Ministry of Corporate Affairs and has further been filed with the NCLT. 

This is submitted for your information. 

Sincerely, 

~ Company Secretary 

Registered Office: The IL&FS Financial Centre, Plot C-22, G Block, Bandra-Kurla Complex, Sandra East, Mumbai 400 051 
Phone: 26533333 Fax: 26533042 Website: www.ilfsindia.com CIN No. L65990MH1987PLC044571 
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Pune Sholapur Road Development Co Ltd PSROCl Bank of India 

r Bikaner Highway limited SBHl Central Bank of India 

West Gujarat Expressway Limited WGEL 
lOBI Trusleeship Services lid (NCO Truslee) 

Axis Bank (Escrow Bank) 

Ves Bank 

IL&FS Educa1ion & Technology Services 
lETS 

Bank of Bahrain Kuwait 
LimHed lOBI Trusteeship Services lid (NCO Trustee) 

Axis Bank (Escrow Bank) 

IL&FS Envilonmentallnlrastructure & Services 
IEISL Ve. Bank 

UmHed 
Allahabad Bank 

Bank 01 India 

Bank 01 Maharashlra 

ICICI Bank Ltd 

IL&FS Engineering and Construction Company lOBI Bank lImiled 

LimHed 
IECCL 

Indian Overseas Bank 

Punjob Na1iona1 Bank 

Stal. Bank of India 

Siale Bank 01 India (SBH) 

Vijayo Bank 

) Infrastructure Leasing & Financial Services ILFS 
HOFC Bank 

lOBI Bank Limiled 

Karyavattom Sports Facilities limited KSFL SIal. Bank 01 India 

• Debit instructions were wrongly issued by certain entities on November 29, 2018 and November 30, 2018 
respectively, for fund transfer towards payment of interest to the relevant lenders (forming part of the consortium) for 
the month of November 2018, In January 2019, the relevant companies informed the relevant lenders that the debit 
Instruclions for November 2018 had been erroneously issued and requested for reversal of the amounts debiled in 
such months. 
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o Grant Thornton 
An instinct for growth -

Project Icarus: IL&FS Securities Services Limited 

Report on Special review of certain transactions between IL&FS Securities Services Limited with Allied Financial 
Services Private Limited 
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Privatv and confcJenli. 

Limitations and Disclaimers 

(J limitations and disclaimers to the report: 

The report issued is to be read in totaUty, and not in parts, and in conjunction with the relevant sections referred to in this documenl 

The scope of the report was fimited to areas mentioned In the section 'Overlliew: Background, Context. Objectives, and Scope of work' i.e. special review of certain 
transadions between L&FS Securities Services limited ('ISSl') and Allied Financial Services Private limited ('AFSPl'). 

Since this is a report. we have not taken any clarifications from the key representatives of rsSl and have prepared it based on our understanding and assumptions . 

• While Grart Thornton India llP ('Grant Thornton' or 'Firm' or 'us' or 'our' or 'we') have taken reasonable steps to corroborate the inCormation obtained, we cannot 
guaranlee its reUabifity or completeness. For these reasons, this report should be used for guidance purposes only. It should not form the sole basis for any decision as 
to a polerlial course of action without independent confirmation of its findings; nor should it be relied upon as preferred advice. 

• AU the amolBlls stated in the report are reported in Indian Rupees ('INR') and for simpUcity, purpose are represented in crores ('crs') unless stated otherwise. 

(J limitations and disclaimers to the scope of work and procedures oerforrned by us: 

We have prepared this report based on the limited procedures performed during the period 22 February 2019 to 10 March 2019. 

The report issued by us is in accordance with the Addendum to the Engagement leUer dated 28 January 2019 ('El') which is strictly confidential and for use by the 
reconstituted Audit Committee of Infrastructure leasing & Financial Services ('H..&FS') limited (,AC' or 'CUent') for the purpose specified in the El. The report and other 
deUverables may not be used, reproduced or circulated for any other purpose, whether in whole or in part, other than mentioned in the El. 

We haw rened on the information and explanations provided to us by the key representatives of the ISSl and Il&FS Group. We have not independently verified the 
same. Hence, our ability to perform all the procedures depended on the nature and quality of the information and explanations provided to us by the key 
represertatNes of the rsSl and IL&FS Group. Our observations stated in the report are limited to the documentslinformation provided to us for our review. 

, 
"----:--:----------------
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Private and contfdentlal 

Limitations and Disclaimers 

o Limitations and disclaimers 10 the DubUc domain searches conducted by us: 

• AU the pubic domain searches conducted in the databases and search engines on the name of the indilliduals and entities have been performed 10 the best of our 
efforls. 

In India, information about individuals/entities is not captured and slored in an organized manner or a centraUzed database. The information is collated from third 
partiesiwrious secondary information sources available in the pubfic domain. Accordingly, the factual accuracy of such information cannot be guaranteed. We have 
referred 10 the infonnation available on the public domain as on the date of the research and have presented information accordingly. It is 10 be noted that some of 
these databases are not updated regularly. 

• Although the information may have been gathered from ont ne pubic record information which is generally accepted to be accurate, we cannot guarantee ils veradty; 
nor can we monilor the speed with which these pub6c record sources update their records. In undertaking the pubfic record research and information gathering on this 
Engagement. we have identified information currently available. We may not have identified infonnation previously filed on but subsequently removed from the pubUc 
record prior III Uis date nor wiD we have identified information subsequently filed on those data sources after this period in which our work has been completed. In 
undertaking the pub~c domain searches and information gathering, efforts were made 10 identify information currenUy available. 

o General imitations and disclaimers 10 the report: 

The scope of our services does not constitute an audit conducted in accordance with generally accepted auditing standards, or an examination of internal 
controls/procedures or other attestation or review services or services 10 perfonn agreed-upon procedures In accordance with standards estabUshed by the Institute of 
Chartered Accountants of India. The services also do not inllOlve the expression of any opinion or any other form of assurance, concerning any matters as a resulof 
the performance of our services. 

. No represenlation or warranty, whether express or implied, is given by us with regard 10 our relliew or scope of work. Where this report is provided to someone not 
. -:-"-allowed as perthe EL, we accept no fiabiUty (including negligence) 10 anyone in connection with it. .... , 
. i ·,6~.~ work does not make any representation regarding questions of legal interprelation and cannot render legal advice. The CUent should consult with its attorneys with 
· . \ res'P1!ct 10 any legal matters or items that require legal interpretation including k1dian laws, rules or regulations. 

. \ ~ , I 

• J Ouri.' ervices and our report are not intended to be, and shan not be construed 10 be, investment advice or legal, tax or accounting advice. 

) I. , 
.~ ,. . .. <r'/l #iii. 
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Technical tenns used in the repOlf 

# Technical terms Explanation to technical tenns 

,'1 ~., Col rateral-- Securities provided as predgE; by theTrading-Memb~r(sf('TM') to Professio~l Clearin9 MembetrPCM').-~ne~Iy:';e~~ti~s siichas 
-. - , " shares, Mutual Ftn1 fMP) unils, cash, bank guarantees, bonds, ele. are provided as collateral. ,,' ~ 0- , . ' ". _ .' _'," - - __ ~ • ..:. __ ~ __ - or ___ =! __ _____ .. ~_"___. ____ .. -...... ___ . _____ ~._.____' ., , _ _____ ._ 

2 Collateral Interface IiIr Interface provided by Ihe Stock ElCChange ('elCChange') to ils members (trading/clearing), IiIr monitoring the colaterals deposited by 

3 

-... -
4 

5 

6 

7 

8 

9 

Members them at the eJChange. 
-~~'-;v' .• _-_ - '.-_ -- -- --~ -.., - ----,- ..,......-... ... ... ..,..,._ .•• _~ -,~_ ~_--:-~.~:-

-DeUve/}' hsIrucIion An instrument by wIich a customer aulhorizeslprovi<!es instructions to its depository participant to withdraw I tranSfer of secooties which 
SU - held b the " - ...::< rjf ' _.. ~ . • ; p ~ ','" are y m &1111"''- emataC£Ounl ," ". " .•.. . - .', '. ' , .-.-' , " ... ', ____ r __ • c.. . ..... " ....... _-.a. _......- ,~. ___ ... , ... ~L. . .. _---....._ ......... ___ "'M _______ .. ;J .. _ . ...I~. _ .. _, __ .. _"_ .- ..... _ ' ____ ~ __ • ____ . __ _ 

Deposito/}' 

Deposito/}' 
Participants 

Margin limit 

Margin utiUzed 

Margin money 

>! .. ~ 
Nak'ed BenefiV tdIa ....... ' .. 

-'Day'Benefit 

An institution or organization which holds securities with itin demat form. Fundamentally, there are two depositOries in India - one is the 
National Securities Depository limited ('NSDL') and the other is the Central Depository Service (India) limited ('CDSL'). Deposito/}' 
interacts with its investors through its agenls called Depository Participants(,OP'). 

lntermediaries-~~the i';-vestors and the oeposilory~DP de~ls ~th '!he ;ecooties on behalf of their cuStomers herd-;tDep;;~ito;Y.-
FlI'Iher every.,pp is required to ge: registered ~th _~DL ,O! COSt. _ _ ___ , ___ .. 

Umit set by PCM based on the amount of collateral received from TM for executing trades on the elCChange platform. This limit helps 10 
detennine the valJe of trades which can be execute by a TM. 

_ _ .-:-_ . ____ .... 0. _ ,_. __ ... _ . , ~ ....... ~ 

Amount of marginimi.!,~ch is utinz~d against the trade,;;, elCBcuted by the TM on the elCChange pla~nn. 

Amount required by a TM 10 elCecute trades on the elCChange platform if the value of the collateral falls below the margin Umlt set with 
the elCChange. Further a margin call is made by the PCM when the value of the TM's collateral falls and fails to meet the margin 
requiremenl 

Benefit of eldencling the margin fimit to a customer withoul collateral. 

- ! 1\ 

1 0 prb(E;~~nal Clearing 

MeTbe~ 
PCM is a registered member of the elCChange who settles and clears the trades carried out by the TM connected to them. Thus, the 
onus for settling the trades is on the PCM and not on the TM. Further, a PCM receives collaterals from the TM who are avaifing clearing 

. , :r~ I 

-<l ' .. .. ~ ~._,_I~:,)-,:-::::.._-19-G-ran-,-_--n-... -ia-lt-P-AI-"-.. h-IS-'-.. -.-,..-od-.---- An ,nsIU'ICl for growth' 

and settlement selllices in the form of cash! bank guarantee/ sharesl MF units. . 
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Technical tenns used in the report 

• Technical terms Explanation to technical terms 

11 

12 

Open /Close Position 
,. 

~ 

Risk Reduction 
Mode('RRM') 

~---. -

.- ~ ... ,-~ ---- ...-,,:_- ... - ........ -; - ........ ' • ,.. .- - -- .... ~ ...... "-;:'-• ..,...."""':"=--~...,......,..,._~. ,.- ..,. 'l--'- ------~~ < 

Open Position is a entered trade tl)8t is yet to be closed with an oppqsing trade. When the trade oil opposite side happenS, too open 
i ~o.~ becomes cIo~e' positiqli F.()~}:xample, ~n i nllestor who, ~hoIc;!s" 50~ ~¥.,~S,;9f a ceri!lin stO~k, i~, said tq ha.1Ie an open p osition 

~~ ~ Furthef. ~n·lIJe. ~ ~ ~ 50~ ~~res, !f1e~~.P«;!I.\1~ ~~~~'. __ '::' :: .. :~~::,,:,~ '. ~ ,' ~ ,,"",,,,,-,i 
RRM is a siluaiion which is activated in case the 1M crosses 90% of the available margin limit provided by the PCM. Further, in the 
RRM situation, there are certain restrictions on the TM such as only immediate or cancel orders are accepted, etc, A TM after 
entering into RRM can only come into normal mode after its margin uti6zation goes below 85% of the margin Dmil 

,' 13 , ... Roa Oller 
---- ~I'--~~"'"--' ~-.,.~'~7"----~- --""--~-""""-~.~---"",~",-~,\ ...... -:-<~:~. . .. , -,' ... " ---:---

" ,_' .. _ t £:a[Yi!!!J forward the open pO~2~ ,~21.ntract C?f~rtaill~lCp!!y.pyi1o,!heu:.~I!¥ ota ~e .date. j',...': -~ .. ':::.... ... :'3.~; 

./ 

,., .... ........-_--
14 

15 

Securities 

Synchronised Trades 

16 Trading Member 

" 

'.\ 

! , 
I 

/ 

Shares, Bonds, Oebentures, MF(s), bank guarantees, etc. 
, ----- -..-----.-,.--. _. - -. ~---'-- -, -~- --- .,..-~---, - _"Y'""'!- .~-,---~-

AsyncIvorised trade is a trcinsaction wherein the buy and seU order quantities are Identical and are put through at e,.actIy same time 
on the eJCChange pialform. ' , _ _ _: :' _ _ _ _. .,' •• 

An entity or an institution registered with the ellChange who can execute the trades on behalf of their customers. 

I C2Q19 Grant Thornton hd.iaI LLP. AD rightS reserved. o Grant Thomton An Instinct 101 vowth" ~ 
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Private and conlfdentlal 

Background, Context. Objectives and Scope of work 

Background about IL&FS Securities SeTVices Limited and Allied Financial Services Private Limited 

ISSL was inCorporated on 27 July 2006 as a subsidiary of IL&FS Limited. Before 27 July 2006, ISSL was operating as a strategic business unit of IL&FS Limited since 
the year 1995 and was providing support functions towards securities related services. 

ISSL provides services ID capital markels such as but not "mited to DP services. custodial services, PCM services, credit portfolio management and back office 
seNices for small and mid-5ized brokers and financial institutions . . ' 

. .I!u~~~~. ~~!!!!!!~.-~,!!~, ~. ~ .. ~!!!!!!!!!!!!""!~~.~_~ .. ~~.~.~.~~,~~,~~~. ~~. ~!.~!!!~"!. !!~.·~"~~~~~~~. ~,c~-!.~,.~~~.~.~.~~~~!!!!!!!!! 
Des\ nalJ on Current Kc Personnel's Name Previous Key Personnel's Name 

1 - . Chief Executlw 0tIic:er . ' , .'. .• Mr. Glrish !:'a1shik.r , -'~.' -. ':.' :"'-'C: Mr: S Reng .... j.n " __ _ __ , ___ _ __ . ____ ... ____ ,,_ _ ___ _ __ ~...:.........o. ____ * .... ' ____ . ___ .. -'-- _____ _ 

2 Chief Fin.ncial 0IIicer Mr. Rakesh Karende Mr. Rakesh Karende 

3 

<4 

Chief Business SItaIegy 0ftIcer 

Head Risk Management group 

Mr. V Hansprakash 

Mr. SK Mukhopadhyay 

Mr. ~ Hansprakash 

Mr. SK Mukhopadhyay 

Allied Financial Services Priwte Limited ('AFSPL') was Incorporated on 24 January 1995. The registered office of AFSPL is at 304-305, Vikas Deep Building, District 
Center, Laxmi Nagar. New Delhi-110092. The main objective of AFSPL, as per ils incorporation documents, was to act as Share Brokers and Financial Consultants. 
AFSPL is managed by a group of profesSionals as Hsted below: 

:t Na me of the Pel'!,Or. DeSignation I Div iSion 
-~'\ ,-- ----- '--=-~ _.,.., '. ,.. ....... ,- -~-:--... - .... -------.-..,~,~."' .• ~ 
.1 ' • . Dr. Awanlsh Kum.- ICIShta Managing Oirector ' .' . \ .-.. -.. -
2 • • Mr. MuI<esh Aleria 

: 3 j) Mr. Sundar Pal 

Head of Operations 

Head of Trading and Risk Management System 

4' / Mr. Oinesh Rawat 
I .' 

,6/ Mr. Himanshu Arora 
d -

Head of Depository Participant seNces 

Compliance Officer 
-; 

~ .... ' 
-'. ISSL provided professional clearing services to AFSPL via an agreement dated 14 November 2017. Further ISSL had provided disassociation notice to AFSPL on 08 

January 2019. 

to 02019 Grant Thornton hta up, AI r"9hts re5eNed o Grant Thornton An Instinct fot l1owth' ~ 
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Background, Context. Objectives and Scope of work 

Context; Objective and Scope of work of the special review 

On 28 Jaruary 2019, ISSl receilled a letter from a company named Novjoy Emporillll Private limited ('Novjoy), who appears to be the customer of AFSPl. The said 
letter alleged thatAFSPl had fraudulenUy utilized its MF units amounting to INR 21 crs. The same was ultimately prollided by AFSPl to ISSl to be utifized as collateral 
for its margin fimil Further, Novjoy had also requested ISSl to freeze their MF units and not transfer them back to AFSPl. 

AdditionaDy, on 30 January 2019, NSOl informed ISSl that two other complaints similar to that of Novjoy have been received by them from tre entities named DCl 
hlia Umited ('OCl') and Oalmia Cement East limited ('Oalmia') regarding the fraudulent transfer for their MF units to ISSl amounting to INR 344.07 crs. 

• TI"e below mentioned diagram represents the transfer of MF units (coHateraO at various stages and ~mately pledged to exchange: 

....... ·cp l-n_n_fer_CII I ..... ·pl.. c:u ...... ,--:-r Tf ....... r.-d_1 P_I tAJo of ~ T ....... ' .......... ""'"'--I ;;-..... -0,..-- J t-~~ ~dg ~ 
PL M~ unl'. - lIVe M-= unU. APSPL •• oolla'.,,,'. _It ..... chang_ 

• Giwn the backdrop, tre Clent wants Grant Thornton to conduct a special relliew for Ire period Oecember 2017 to February 2019 CRelliew Period')1n order to achieve 
~ Iblowing objectives: 

1. klentify in case there are any control lapses/mismanagement with regards to the deaOng of ISSl with AFSPl: and 
• ' 1;,,\ 
i 2. If~$, identify the modus operandi and the individuals (potential suspect/s) ilMllwd. 

[ ,r+ Jpe of work to achieve the above objectives is as folows: 
\ , .. / 
\ .:.: ...... -........,...:.,..>-1 ., ' ew due diligence procedures carried out by ISSL while onboarding AFSPl; 

'.~ ... ~ ~ eview the adequacy of collaterals maintained by ISSL on behalf of AFSPL; and 
• 

3. klentify ifany undue favors were given to AFSPLand if yes. affix responsibmty to the extent possible . 

11 C20,g Grant Thornton india LLP, AI riGhb reserved o GrantThomton Aninslinc:tfar~owlh' 
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Procedures Performed 

In order to achieve the objectives agreed in the EL. following were the indicative work procedures perfonned for the special review: 

o Gathering information and discussions with the key representatives of ISSL and L&FS GroUl!: 

Privar. and contfdentia/ 

We conducted in-depth discussions with the key represenlatives of the ISSL and iL&FS Group to under.;land concerns pertaining to their customer AFSPL. 

We conducted process walkthroughs pertaining to onboarding of TM and under.;tood the conlrolliamework around the onboarding process. 

• We oblained key documents and records related to AFSPL such as Know Your Client ('KYC') delails, CientApprovai Memorandum ('CAM') details, lransactions details 
and its supporting documentation, etc. 

o Forensic data analytical procedures and lransaction testing: 

We conducted forensic data analytical procedures on the information provided in order to identify any unusual trends, patterns and discrepancieslexceptions. 

Based on the identified unusual trends, patterns and discrepancieslelCCeptions, we requested for the supporting documentation of the unusual transactions and 
conducted a thorough review of the same. 

o Public domain searches: 

Based on the information received and anomaUes identified, we conducted desktop and public domain searches in order to identify any adverse or conflicting 
information. Further, we atso conducted social media and other checks to identify potentially related partieslpotential linkages between the key entitiesflndividuals 
identified and key personnel of ISSL. 

o Extract and review of the data obtained from the electronic dellices of potential susDeCts: 

We carried out a digital evidence recovery eJCSrcise for the electronic dellices of the following employees of ISSL: Mr. V Hans Prakash (Head - Business Development 
('Bo')), Ms. Ashma Parekh (Head - Priority Client Group ('PCG')), Mr. Vikram Chibber (Head - Future and Options ('FNO') Operations), Mr. Girish Palshikar (Senior 
Vice President of ISSL), and Mr. AV Madhu (Head - Information Technology ('\r». Post extraction of the data available on these dellices, we reviewed their data to 

, igentify, !lnyindicatorslred flags that would suggest their potential involvement in the liaudu!ent lransfer of MF units by AFSPL. 
•• ",' ~I- ' / 

.0 JReo0!1ind: 
,_.~:' ! ~~ on the observations noted from various procedures stated above, a report summarizing the findings follows, 
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Process adopted by ISSL for onboarding of a new TM 
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Process flow adopted by ISSL to obtain col/aterals from a TM 
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Process flow adopted by ISSL to return collaterals to TM 
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Private and conIId«'t/IaI 

Summary of Observations 

o Potential anomalies noted in the onboardlng process as well as KYC documents of AFSPL: 

• Otnng our review, we noted that there was a difference in the AFSPL's audited financial statements of 31 March 2018 which were submitted to ISSL as a part of the 
KYC documents vis-a-vis the one uploaded on the Ministry of Corporate Affairs ('MCA') website. The difference was pertaining 10 the shareholding structure of the 
AFSPL as weD as the name of the Challered Accountant firm certifying the statulory audit report. Thus, two different audited financial statements for the same period, 
i.e. Apri120171D March 2018 submitted by AFSPLdoes not appearlo be in a normal course of business. 

Further, as per KYC delails, it was noted that while onboarding AFSPL, it had a relationship with n..&FS Group. In response 10 our queries, the relationship was denied 
by the operations team of ISSL Later, Ilia email confirmation.Mr. Girish Palshikar stated that ISSL coufd not confirm the relationship as it might not be aware if AFSPL 
had a relationship with Il&FS Group. Our pubUc domain searches relleal that AFSPL was potentially related to the IL&FS group through a common director named Mr. 
Raj Nalayan Bharadwaj. 

AdditionaDy, in the KYC details submitted by AFSPL it had declared income in the range of INR 1-5 lakhs for the Financial Year ('FY) 2016 - 2017, howeller, the actual 
income as per the audited financial statement fOr FY2016-2017was INR 17.04 Lakhs. 

As a part of the KYC checks, it was 10 be checked whether there was any adllerse regulatory order issued against AFSPL. Based on the KYC form relliewed, it 
appealS that there was no adwrse regu\alory order issued against AFSPL. Howeller, basis public domain checks, we identified that in 2010, a regulatory order was 
issued by Securities EJa:hange Board of India ('SEBr) againstAFSPL in the matter pertaining 10 synchronised trades which was later settled via AFPSL paying INR 3.5 
Iakhs as setllement charges. 

Based on.the findings mentioned abow, it appears that there were operational lapses in the onboarding process as well as KYC details of AFSPL as submitted 10 
ISSL ., 

o Potential anomalies identified in the transactions between ISSL and AFSPL: 

We identified unusual patterns pertaining 10 cofIateral mollement between /sSL and AFSPL: 
1. It wajf noted that col/aterals amounting 10 INR 736 crs were withdrawn on Saturday and brought back on Monday by AFSPL. 
2. k .was noted that col/aterals amounting 10 INR 243 crs were withdrawn and brought back on the same day by AFSPL. 

_ .3. -1i was also noted that collaterals amounting to NR 102 crs were withdrawn and brought back during the same week by AFSPL. 

Basis on our review of the transactions and emai/S, such mOllement of collateral appears to be unusual. Further, it was noted that AFSPL had withdrawn collateral on 
non trading days ellen though it had an open trade pOSitions with /sSL. Additionally, we cannot commenl upon if in all instances, the margin Umit was reduced against 
the withdrawal of collateral as the data of N-mass is not available_ 
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PrivatI.nd conlfcMnUal 

Summary of Observations 

Q Potential anomalies identified in the transactions between ISSL and AFSPL: 

During the period 02 July 201 8 to 27 December 201 8, we identified 65 i nstancesiliading days where it appears that intraday benefit (extending Vrnils without collateral) 
totafing to INR 2417.87 crores was extended to AFSPL. Thus, increasing the risk far ISSL. Based on review of email, it appears that such benefits was agreed by Mr. V 
Hansprakash and Mr. S Rengarajan. Fur1her, Mr Vikram Chibber initially higlWghled the risk but he ultimately appears to agree with the strategy. 

o Potential anomalies identified in the email conversations between the employees of ISSL: 

During our review of the email conversation between the employees of ISSL, it was ooted that AFSPL was potentiany allowed to execute trade on the stock exchange 
againstlhe collaterals which were not deployable at the exchange. Further AFSPL was also provided with inll'aday benefit fOr trading without receiving any collateral. 

FlA1her, based on whatsapp conversation, it was ooled that in certain instances margin imit of AFSPL was increased without the corresponding inftow of the collateral 
which is violations as per the rules of the exchange. 

AdditionaDy, whatsapp conversation between employees suggest that few empfoyees of ISSL might be providing incorrect data to exchange as weI as to HDFC Bank 
which may also be violation of exchange rules. 

During our review, it was noted that after the disassociation notice was served by ISSL to AFSPLon 8 January 2019. However, !SSL opened trading terminal for AFSPL 
and let them ron over their open position which had elCpiry of January 2019. Thus, ISSL prollided benefits of trading even after AFSPL could not bring in adequate 
collateral and disassociation notice was served. 

Based on the findings mentioned above, it appears that during the review period multiple benefits in various fOrms were provided to AFSPL by the employees of ISSL. 
Such benefits provided increased the risk fOr ISSL. 

, 
o Oy" assessment bi!!;S the review carried out 

~".. 

. I 
BaS<id on review of various documents and email conversations fOr the review period, we identified multiple operational process lapses in the onboarding process as 
well 'as KYC details of AFSPL as submitted to ISSL. Further, we also noted unusual trends in the collateral movement of AFSPL. AdditionaUy, we also noted that 
m~iiiple benefits in various forms were prollided to AFSPL by the employees of ISSL. 
.' , 
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Detailed observations 

Cl Based on the scope of work assigned, work procedures perfonned and the findings noted, we haw categorized our observations into three par1s: 

Anoma6es identified during the onboarding process and review of KYC documenls of AFSPL; 

Anoma6es identified in the transactions between ISSL and AFSPL; and 

Anomafies identified in the emails conwrsations of the employees of AFSPL 
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Private and conlldtJntial 

Anomalies identified in the onboarding process and KYC documents of AFSPL 

Potential irregufaritiesnoted with regards Audited Financial statements submitted by AFSPL to ISSL 

As a part of the KYC poRcyof ISSL, it is noted that ewry TM is required 10 submit its audited financial slatement 10 ISSl on an annual basis. In order 10 comply with 
the saidpoicy, AFSPlsubmilted its atdited financial slatemenl for FY 2017·18 on 15 October 2018 to ISSl's New Delhi branch. 

During our review of !he audited financial statements submitted by AFSPL 10 ISSL, we noted !he following: 

1. Financial slatemellls of AFSPL was atdited by Charted Accountant named Navin Kumar Garg (Refer Annexure 1). 

2. The shaIeholders of AFSPL ~ as tbllows (Refer AnnelQl"e 2): 

# I Sr<!:cr:c1cers Name As at 31 ~: {] r.:!"', 2018 
(r.::: :j:rg rlcre than 5S'S) INc_ ofs~ates} 

1 ~ Prasad ~ia. 
"l."-- ~ 

2 Anamika Portfolio P~. Ud. 
._-- - ---,-. 

As a! 31 MaT~' 2011 
(No of shares) 

3,06,100 

1,33,900 
.-- -.' 

3 ~ ~ldings_P'ot._Um~ ._ 
;. 

• J 2,95,100 

4 Suresh Kumar Gupta 
- - - --

5 Nimbus India Umiled ('Nimbus') 

6 Money Mishra Securities Pril<lte Limited 

• . 7. Awanish Mishra 

./ 

",./ 
.;;.,/ 

i', 
,j 
l 
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15,75,000 

6,75,000 

2,59,900 

11,20,000 
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Anomalies identified in the onboarding process and KYC documents of AFSPL 

Potential irregularities noted with regards Audited Financial statements submitted by AFSPL to ISSL 

Based on our review of the audited financial statements submitted by AFSPLtD MCAand as uploaded on the MCAwebsite, we haw noted the foUowing: 

1. Financial statements of AFSPL were audited by Charted Accountant named Anil Kumar Jain. (Refer Annexue 3) 

2. The shareholders of AFSPL were as foUows (Refer Annexue 4): 

I: S1a:er.c:Ccrs Na,T,e As at 3~ :'.:arc.." 2':; "3 
(,,: : ~c:rg f':1:)re t~an 5'-: '~} (\;:J of S":JT, 

;'s : : : - r: z':n ;: :1':­
'.:: ::' .. ... ,.:-<:;5 \ 

~~"'D~ Prasad 8aila9~~, ~~::.;·!I'~~~-~"08 ;boJ~~~~~~ ~~~ 3 06100' 
,~ . ':'~.'.:-":~_...... ...........~~'. ;.; •. .:'.... -_ '....:J __ _:..: ...... , . ..:. ~--!--... ~~~'t. .......... :1"'~ .. !-'. ~ --.; ._ 

2 Anamika Portfolio PI(. Ud. 

3 Sallron Holdings PI(. Lim~~ 

4 Suresh Kumar Gupta -5 Nimbus India Limited 

1,33,900 .- _ .... -,--- -:-
2,95,100 - , 
2,59,900 

. 11.20,000 ,"'. "0 - . . .; ---~ 

1,33,900 

2,95,100 

2,59,900 

11 ,20,000 -- -.-

• Further, during our review of the MCA records of AFSPL, we identified minutes of a board meeting dated 05 Nowmber 2017 wherein it was mentioned that there is a 
change in shareholding of AFSPL which is approwd by SEBI vide its letter dated 09 October 2017 and the new shareholders are Money Mishra Securities Private 
Limited and Mr. Awanish Kumar Mishra ('Awanish') (Refer Annexue 5). 

Also, based on our review of the MeA records of the company named Nimbus (one of the former shareholders of AFSPL), it was noted that AFSPL was its associate 
company tilllS February 2017 (Refer Annexure 6), post which AFSPL does not appear as an inveslment or as its associate company in the books of Nimbus thereby 
suggesting that Nimbus potentially liquidated its inveslment in AFSPL. 

Observations: 

1. Based on the review of the documents submitted by AFSPL to ISSL and MCA, it is noted that different sets of the audited financial statement were submitted by 
AFSPL to ISSL and MeA. Further, based on the review of the board minutes as uploaded on the MCA website by AFSPL, it appears that the shareholding present in 
\he minutes were matching with the financial statements submitted to ISSL and in variance with the financial statements uploaded on the MeA website. 

;1. Also , it appears the comp6ance team of ISSL potentially failed to vafidate the financial statements submitted by AFSPL with the statements filed on the MeA. 
' . "0 
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Private and con6denIial 

Anomalies identified in the onboarding process and KYC documents of AFSPL 

Potential irregularities noted with regards Audited Financial statements submitted by AFSPL to ISSL 

• We relliewed the audited financial statements as on 31 March 2018 submitted by AFSPL to ISSL on 15 October 2018 (Refer Annexure 7) 

On analyzing the audited financial statements submitted, we have identified various elemenls showing an unusual trend which are as follows: 

1. Unusual increase in the asset size of the balance sheet as from 31 March 2017 to 31 

III Component of Balance Sheet 

2 Shalt tenn proo.i,iol1$ 
1-: ~ 

3 Tangible asset 

4 Cum!nt lmestments 
-. .. -

5 -' Trade Recei1aI>Ies 

As at31 March. 2018 
(INR In crs) 

0.33 

As at31 March. 2017 
(INR to crs) 

~ ~ O.n -- -: -- _. _. 0.031 
0.03 

2.03 

190.71 ... ~ 

0.30 
-~. ,- -:-'-""''074 

_ A -·L,!.i.: .. :-
2.03 

6 Short tenn loan, and AtMnc., 100.68 , 

2. Further, the statutory auditor had outlined various adverse comments (Refer Annexure Ai, Which are Gsted down as foRows: 

a) AFSPL had rnade donations worth INR 50 lakhs to charilable lrusls, which violates section 181 of the Companies Act. 2013. 

b) AFSPL had entered into transactions with the related parties, from whom the recovery of the margin money is doubtful and the same is in contrallention to the 
provisions of Companies Act and regulations of SEBI. 

cl AFSPL does not haw an adequate and independent internal financial control system. 
:-."".\ - ., 

ObseNati~ns: 

1. It may ~e noted that no action has been taken by ISSL with respect to the adwrse observations and comments rnade by the auditor and the unusual increase in the 
asset sjze as per the financial statements of FY 2018-19 of AFSPL submitted to ISSL should have triggered an alarm and some sort of action should halle been 
taken.'by ISSL which did not happen. This appears to be a failure of the continuous monitoring of cUen! mechanism in place in ISSL as defined in the "ISSL 
-Den.wtives Clearing - Clien! Risk Assessmenr !!06cy dated 10 January 2014. 
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Anomalies identified in the onboarding process and KYC documents of AFSPL 

Anomalies noted in the KYC pertaining to a question regardingexisfing relationship of AFSPL with IL&FS Group (1 il) 

CAM is a document which is prepared while onboarding a customer. This document contains as the details of the customers such as its shareholders, directors, etc. As 
a part of the KYC, the onboarding team needs to check if the prospectiw customers have any existing relationship/s with the IL&FS Group. 

D~ng our re~ew of the CAM, it was noted lhallhe onboarding team had rep6ed in lhe affirmatiw to lhe question "Whether the customer has any existing relationship 
with the L&FS Group·. Based on the response, il appears that AFSPL had a business relationship with IL&FS Group at the time of its onboarding (Refer AnnelUe 9). 

During our discussions with the key representatilles of ISSL with regards to the above question, we were given to understand lhal it was a Iypographical error made by 
the employee of ISSL and AFSPL has no existing relationship with any company or business of the L&FS group at the time of its onboarding. 

Further, we requested Mr. Girish Palshikar, vide our e-mail dated 26 February 2019 to confirm the above point to which his response was thalISSL cannot comment on 
the relationship between AFSPL and L&FS group as they would nol be aware of the same. (Refer Anneue 10) 

• Based on our public domain search, it appears that AFSPLmight have had a potential relationship with the L&FS group: 

One of the directors of IL&FS Milestone Realty Advisors Priwte Umited (company of IL&FS group) named Mr. Raj Narayn Bharadwaj was also a director in one of the 
companies of Nimbus group named liT Ins..-ance Broking and Risk Managemenl Private Limited. Nimbus India Limited, one of lhe companies of Nimbus Group held 
majority shareholding of AFSPLfrom 1995 tin 2017 . (the potential relationship is depicted via a flow chart in the subsequent page). 

Obserwtions: 

1. Based upon the review aflhe facts, il appears Ihal ewn though there was a potential Nnk of AFSPLwilh L&FS group and same was highfighted in the KYC however 
'·ISSL team was unaware of it and failed to record the same. 

\ 
: '. 'J "u 

if 
• ~ l.' 

. 'f 
\ .' 

\.,. '':. : ~ i .;/" 
' ....... :.'. .. ! .;::,. .•.• 

-~-

'D C2Qlg Grant Thornton ndia UP. AI nghts reservect 0' Grantlhomton An inslinccfOf'!1owth" ~ 
~ 



Anomalies identified in the onboarcling process and KYC documents of AFSPL 

Anomaliesnoted in the KYCpertaining to a question regarrJingexisting relationship of AFSPL with IL&FS Group (2/2) 

Raj Bhardwaj 
Narain 

. \ ., 
~:) 

JI 

~irector:--

04 Nov 2008 
to 30 Nov 2010 

I 
liT Insurance Broking 
and Riskmanagement ~ I 

Private Limited 

IL&FS Milestone Realty , ~ I Advisors Private I ~ ( 
·25 July 2007 Limited 
till date 

Nimbus India 
Umited 

Nimbus Group 

IL&FSGroup 

___ 01 

Majority Shareholder 

Allied Financial 
Services Private 

Limited 

I 

\, _ . L--:/;l../:...-----------------------------------------------' 
"- - .. ,/ 
~ I fOJ L; I.,S;-_ 
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Anomalies identified in the onboarding process and KYC documents of AFSPL 

Anomalies noted with reganls to income mentioned in the KYC provided by AFSPL 

• During the review of KYC docwnenls of AFSPL, it was noted that AFSPL had declared their income for the FY 2017-18 to be in the range of INR 1-5 lakhs. (Refer 
AnnelUe 11) 

Howewr, as per the financial statements submitted by AFSPL to ISSL along with KYC details, it was ascertained that the income for the financial year 2017-18 was 
NR 17.04lakhs. (Refer AmelCUre 11) 

1bJs, it appears that AFSPL disclosed wrong income in the onboarding docunents submitted to ISSL. 

ObseNations: 

1. Based on the findings, it appears that adequate wrification was not conducted by the team of ISSL while onboarding AFSPL. 
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Anomalies identified in the onboarding process and KYC documents of AFSPL 

Potential anomalies noted with regards to adverse regulatory orderagainstAFSPL 

Based on our re";ew of CAM, it was mentioned that at the time of onboarding afTU-AFSPL, there was no adwrse regUatory order issued against it. (Refer Annexure 
12) 

Further, during 0'" pubUc domain search with respect to regulatory order againstAFSPL, _ identified that SEBI has issued a regulatory order against the TM-AFSPl. 

In the SEBI order, it was alleged that MIs Modi Hobart Limited trading through AFSPL have entered into a series of synchronised/strucrured and circular trade in the 
scripts of Aarti Drugs limited. Hawlls India Limited and Lyka Labs Limited Ioiolafing lIarious pro";sions of Prohibition of Fraudulent and Unfair trade practices relating to 
Securities Mar1<et Regulations, 2003. (Refer Annexure 13) 

Further. SEBI ";de settlement order dated 22 June 2010 stated that AFSPl paid INR 3.5 Jakhs as setUement charges neither admitting or denying the guilt on the 
charges. 

Observations: 

1. Hence, it appears that adequate due diligence was not conducted during the omoarding af AFSPl. 
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Alvat. and conlfdenti~ 

Anomalies identified in the transactions between ISSL and AFSPL 

Background: 

As per the regulations ofthe elCChange, ISSL prtllrides margin 6mit to the TM against the collateral deposited by them. Further, this margin fimit is utifized by the TM in 
order to exectb! trades on the elCChange and their open positions. 

As per ISSL's Margin Collection poUcy, a TM can proloide coUatarals for gelling margin limit towards their obUgation in a combination of cashl bed deposit receipts! 
bank guarantees!securities (as approved by the eld1ange) I Government of India Securities and foreign sovereign securities. 

For avai&ng benefits through securities! MF units, the TM has to provide securities! MF units as per ISSL's approved security list and these are required to be 
transferred to ISSL's designated depository account. 

During our review, we analyzed the utilization of margin lmit by AFSPL for the period December 2017 10 February 2019 (Refer Graph 1). 

1. We noted that average margin utifization ('Yo) ofAFSPLduring the period December 2017 10 February 2019was 81 .41%. 

2. Further, itwas also noted that AFSPL was under RRM tlr 137 trading days out of 299 trading days.(Refer Graph 2). 

3. AFSPLtanninal was disabled on 05 July 2018 and 06 July 2018 as the utiITzation on the end of the day was 104.09 % and 100.69 %, respectively. 

4. Further, tanninal of AFSPL was disabled from the period 28 December 2018 tift date as the utilization was above 100 % and they did not bring in the adequate 
margin to reduce the exposure. 

During our review, we noted that during the period 02 JlJy 201810 27 December 2018, there were 65 instancesltrading days where it appears that the total amount of 
intraday benefit ( extending Umits without coUateral inflow) extended to AFSPL amounted to INR 2417.87 crores. Thus, increasing the risk for ISSL. (Refer Annexure 
16) 

~-o~ •. 

. /. . f .: ftiit~r, we identified an e-mail dated 30 May 2018 which was sent by Mr. V Hansprakash 10 Mr. 5 Rengarajan. Based on the review of said e-mail, it appears that Mr. 
-.-. ". v. HfI'i~ash suggested that intraday benefits be extended over and above available collateral 10 some selected client and Mr S Rengarajan appears to be in 

co~u of the strategy. Further, in the trail e-mail, though Mr. Vikram Chibber highlighted that providing such intraday benefits to TM(s) would be risk for ISSL but 
he ~ Iy agreed with the strategy. (Refer AmeJCtre 14 and 15) 
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Potential anomalies noted with regards to transactions in collateral movement of AFSPL 

• While relliewing the collateral inflow and outflow of the TM AFSPL, we observed various instances where the mowment of collateral in the form of securitiesl MF units 
appears to be unusual. 

1. We haw identified 27 instancesltransactions where the securitiesIMF units amounting to INR 24323 crs were withdrawn and securitiesl MF units amounting to INR 
242.16 crs were brought back by the member AFSPLon the same day itself. (Refer AnnelCUle 17) 

2. We haw also identified 4 instances I transactions where the securities/MF units amounting III INR 735.98 crs were withdrawn by the member AFSPL on weekend 
I.e. Friday/ Saturday and securitiesl MF units amounting to tlR 736.66 crs were brought back on Monday. (Refer Annexure 18) 

3. We haw also identified 6 instances / transactions where the securitieslMF units amounting to INR 101.37 crs were withdrawn and securities/ MF units amounting to 
INR 102.03 crs brought back by AFSPL in the same week. (Refer Annexure 19). 

Observations: 

Based on the analytical procedures perfonned, it appears that for majority period from July 2018 to December 2018, AFSPL had utilized 90% of collateral and 
remained in RRM zone (Depicted in Graph 1). Additionally, it appears that major efforts may not haw been taken by ISSL to bring AFSPLbelow RRM zone. 

Based on the abow facts it appears that such mowment ofcolateral and intraday benefits prollided to AFSPL was highly unusual and it increases the risk exposure of 
the ISSL and is in contrawntion of the basic principle of prolliding margin only against adequate colateral. 

Basis on our relliew of the transactions and emails, it was noted that AFSPL had withdrawn colaleral on non trading days ewn though it had an open trade positions 
with ISSl. Additionally, due to absence of any audit traiVlogs on N-Mass (a web appfication of NSE which prollides information about margin limits of TM), we are 
unable to comment on the adequacy of the collateral were maintained as against the margin fimit provided by ISSL to AFSPLand at all time margin fimits were reduced 
when then collateral was withdrawn by AFSPl. 

Based on the discussions with the employees of ISSL and email confirmation from Mr. Girish Palshikar, we were informed that though there were instances where the 
seCuQtiesIMF units were withdrawn by AFSPL and brought back on same day/same week, the margin utilization, at no point of time, breached 100%. (Anne)ClJl"8 20) 
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Graph 1 
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Graph 2 

Margin utilization of AFSPL 
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Details about individuals and distribution list mentioned in e-mail conversations 

CI Details of individuals mentioned in e-mail COlNersations: 

~ ame of the Individuals Desi nation f Position 
'1 .. ·.;'i Mr;);VMadhu ~- ~ =.:. --:7-_~''· :HeacI.-w:Hil'iatlon_TeCfii101o9v ... ~;E:.;.,._-:3~-L4.;.r:3l-2~.:.. .Z~, -'. --,--~-.--~·-:: .:;_.i~: 

2 _._Mr~ALay.~ar __ " . "0 , ~P/~~~~!s'§!::~l ~,!"cL.", '. _ _ .,. _ 
;!_ . IMf..A1!'3I1!sI1MlslW __ . __ ,'_' ___ '-"Manag>ng ~Qr. AFS~). ,. :,'.,.,'~ .":) ,~,' 

4 _ • M.'::.E~in, .Employee of ISS.!::." E!hi B!"""" 
5 , 4Mr .. Girish P.alshikar • ~ Senior.Ylco! President. ISSL ._..::::;~. ,... ~~~7~ = -·-

-~-

- CJ-

6 Mr. Himanshu Arora Comp/ianca Ollieeo-, AFSPL 
L-:':JM."I<riS""""'nrM ~, • • • • __ .::; :;:;HeaCDi!ilOsfto,y'PaitiClP8niiitinifesIsSL .,;;';;::~c:. .'; ,..;;c " ., , 

lie ' !' '' 

II I' --,;, , 

.•.. _--.-
---.~~ 

_r....:~_ 7 '.~ 't: -

8 Mr. KrunaI Makhwana Employee oIlSSL-iiO 
9 ' -:]Ms: ~::earekh-" .M ~-~-=~-:---=-':' 3 ti8ad."'p.(iority CP.ent G(npp~ ISSl~~~:-·::: .. --~::==--==-=~~~=-.. ,;~,:~,;~:,:2:~~,f.!..! 
10 Mr. N Nevanjalin Employee oflSSL-iiO 
11 -'Mr.pmil'Chaudari , 'EriipjOy;;"- ofI5SL-HO'-- .'- -: - • .,~ ••. '----.... ., ·" "'·-- -~- ·o-..-~ 

12 Mr. Pawan Khandelwal Employee of I5SL-iiO 
13 Mr. Rahill K8nekar Employee of ISSL-iiO 
14 Mr. Rajesh Kumar Employee of I5SL-iiO 
15 _lIr~ifakeSh Koranda '_ ~~ . Chief FinaI1ciaI.otker, ISSL 
16 Mr. SacIIin Shah Employee alISSL-tlO 
17 '.IMr. Seshadri Iyengar '~ eni'plOye8cifTSSUiO ~.:::- . ;,' ~ ,:, 
18 IIr. SK Mukhopadhyay Chief Risk 0IIicer axl Compliance 05cer. ISSL 
19 ' Mr.S ... 1iciieiara EmproyeeofI5SC;sDelh( branct. '. _ ~ ';; .. :' 
20 Mr. V Hansprakash Head, Business Oewlopment, I5SL 
21 Mr.liikrarii Chibber Head, FNO oj,er.itiaia, I5SL 

CI Details of key personnel in Core Operations Committee ('COC') : '-.' Name of the Individuals .. ... ~ -
1, _~r. Girish Pal. hiker 

·f .f 1~(.Vikram Ch.bber 

!;;=-:. 

Oesl nation I Position 

Senior Vice President 

Head. Future and Oplion. Operalians 
Head, DeposilOfJ/ Participant 
Chief Financial Officer 

Prlvateandconlldenlla/ 

) ','. It 
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Procedures Performed 

o Details about distribution 6sts mentioned in e-mail conwrsations: 

- arne of the Distribution list Desi nation I Position 
1- '" ,PCG Desk - .... ~~: ... ""''''';.:: ,-. ."..T!r;:;: IE-in." dlstribUiiciilUSt contail1ing llidNduifiOfSaie.andlnatketll1g dNsfail laoklnli 'aftar Priority Client group headed 
;~. '~'.'..1~\" ..I~ " ; _', ._;_~'_~"_.~:~,'" ::;'{':'-:.:':::Jby Ms. Ashma Parikh ~*J~~:t;!,:;. . .;, ..... ::~~::J(~~'.f::~~B;;;.~, Es.E":~!.; ;"J!:i~£.:.#~;a.";d~ ·: 
2 FNO ups E ..... il distribution list containing indi1iduaIs of Future and Options oper.Ition department headed by Mr. Vlklllm 

Chibber 
~ "- "~mi!cjjty I;lejk ~_:~:::....._': -;-';::_~_~j E:rji~i dl~iribution lisTCOn1iiiiing iiii-.idU8~ _~i cami]1~ty_~~i9!!..!lt!§§.!J!!aded tii Mr.-Vik!!'ri! f!1.i!!.lJer..1~'£,..2:;: 

. .:' ;;.:.: - ":~\ . 

". ,~ .' I:»~ 
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Private and con/fdentfa/ 

Anomalies identified in the emails conversation of the employees of AFSPL 

As per the collateral management process, in order for the TM like AFSPL to execute trades on Ihe elCChange, it needs to provide ISSL with adequate collateral which 
is accepted/approved by the elChange. This coUateral which is provided by AFSPL to ISSL is then pledged with the stock elCChange. On the basis of Ihe amount of 
coUateral placed by AFSPL 10 ISSL, it provides margin Rmit (Le. trade amounts) within which AFSPLcan execute trades on the slack elCChange. 

• Further, elCChange has also penmilted PCM for acceptance and reporting of additional securities which do not fonn part of the approved list elCCept for specifically 
declared iliquid securities by the elCChange. However, such additional securities cannot be deployed further wilh the elCChange as coUateral by PCM. 

During o~ review, we identified an e-mail dated 18 Jtiy 2018 which was sent by Mr. Ajay Kumar to peG. Based on the review of said e-mail, it appears that AFSPL 
have been taking intra day benefits for the collaterals which are urKIeployable at the elCChange (Le. no benefit can be availed by PCM against such collateral). Further 
it also appears !hat AFSPL had also taken benefit of urKIeployable collaterals in Ihe past as well. 

• Based on our review of the day end collaterat reports shared by ISSL to AFSPL, it was noted !hat the some un-deployable securities had a 100% haircut (provision) as 
perthe relevant elCChange regLiations. Thus, the collateral provided by AFSPL which was in the nature of oo-deployable securities was not considered in comptiing the 
margin 6mils available to AFSPL tor trading PUlpOses. 

On the basis of the same, we have also identified additional un-deptoyable securities provided by AFSPL to ISSL as collateral, details of which are provided in 
AnnelClJle 21. 

Thus, based on the above-mentioned facts and e-illBils, it appears that ISSL may have accepted securities from AFSPL as collaterals which were not deptoyable by the 
elCChange and altowed Ihem the benefit of increased margin limits. 

(The emails are in the subsequent page) 
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Benefit against unapproved securities - (1/3) 
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PriIIIIIfI and con6denlial 

Benefit against unapproved securities(313) 

• During 01M" review. we Identified an e-mail dated 14 Decenmer2018 which was sent by Mr. Ajay Kumar to PCG Desk. Based on the review of said e-mail. it appears 
that AFSPL had requested to withdraw MF units placed as callaleral amounting to INR 1922 cores against replacement of coltaterals having valuation of INR 100 crs. 
Further. in the trail e-mail Mr. Paresh Chaudhari informed that out of these securities only securities having value INR 5.07 crs are acceptable to be considered as 
coRateral by ISSL. Thus. it appears that non deployable securities _ accepted as col laterals and potential benefits such as increased margin fimits were provided to 
AFSPL when they shoufd not haIIe been. 
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AMIht and contfdentlal 

Request for intra day benefit to AFSPL against no collateral 
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During our review, we identified an e-mail daled 04 September 2018 which was sent by Mr. Ajay Kumar to peG Desk. Based on the review of said e-mail, it appears 
that that the existing collaleral of AFSPL was released at the start of the day and the same was offered to be returned by the end of the day. Further. it was also noted 
that Mr. Ajay Kumar had suggested FNO learn 10 allOid reducing the elCisting margin Imils against the withdrawal of such collateral of AFSPL. However. Mr. Saclin 
Shah contested the same. Based on the review of the email and the transactions ofAFSPL. it is noled that AFSPL was provided intra day benefit of withdrawing 
collalerals without reducing margin Hmits. 
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Margin benefits against no collateral provided by AFSPL 
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We identified a conwrsation on Whalsapp (an appfication for conllersation on mobile device) between Mr. Vikram Chibber and Mr. Girish PaDshkar. ~uring our review. 
it was noted that ISSL had provided benefit to AFSPL in terms of increasing the margin fimit without receiving any conateral for the purpose of ron oller of trades' open 
positions on 30 January 2019. Further, it was also noted Mr. Vikram Clibber had contested that the said action as it was a violation as per elCChange guideRnes. 

... ID: IT" 311 10: filS 

DncIfon: II 0IIg<irIJ_ -= GOIIgOng_ 
R_~: ,.mJ0:J7955, 91982)2tTBlO, 9U1ll21228C)6 "'-pony: 91~ 9t!ll!lll2171111.9I!11:!IZllMD6 ..... -.._-.aGIII: ".-~, .,... ..... tcntce lime tIIO:tO): 31.41·_fl~ 

ConIont :tqx .... __ ................. _ ... """*'9 Itrll/ill*lg coro.o: ~tiI/'_CZIIf1I"""_ 

1)pc T ... tYPE Tal 

321 Ill: 1731 
3" II: 1125 

-...: ~ IIanII!I messoge _: 
iii 00}>i1\l_ 

-P"tr. !If!ll2llZtl8llO R_pony: 91mm1955 •• 198lO2t1l8ll. "9ItI226t06 
nne ...... jll<'IIcI!-":GII: .. .n •. """ """'"'" _"""' __ ... :tO~ " .ft •. ,." •• ~,_ - :.a"r' III ..... In lie .. ell ... """, II,. lie pos/IIIa5 ......... - Sa< :tit. lID! 5o'Ie<t or."",. ___ IIey .... ".". aoJ 

lie _IDlerCIXIRII debls «30 JiIl.1QpIg1lil by Cil nI3 asIC; b' 8J2lIn9 mn. 

I".,., 1)pI: Tett 

3" /D: 1722 115 II: 1126 

DIRctIon: O~"!I"""'" DIndIon: QOL9fr!I_ 

Remot. p:I'tJ: 91932.1tn7955, 9198lO21TaaO, 919821ZZ8406 Rlrna1'p~: "93211l1795!! •• ,9IlD2Il1BD. 91!£!122&tD6 

Tknt mrnp (Dwlc:,.,..oo:OQt: 3/.41-311911:31:28 TImI stlfJl' (Device .. tOO:GO): 31.4I-lOI.'T:'5~ 

Contatt: tiIr can fie say 1hta.1inl r.Q5 extended...thad CDI Inl'Dw1lt is ~t vicbItrt COntttlt DIrt,..,. ""'''''''''' IIJ' 3t~ In 
1)po: T ... 'I'fI:O: Ten 

.. C2019 Grant Thomtan nia UP. AI rights reserved. o GoantThomton An_lat_~' 

I 
I 
I 

I 

~ 



\ . , . 
.; . 

-, -.,. 
~ "'''';' 

PrlvateM'ld conlftJenlilll 

Immediate reactions after receiving whistleblower letter by COC (1/2) 

~uring our relliew, we identified an e-mail daled 01 February 2019 which was sent by Mr. Vikram Chibberto other COC members. Based on the relliew ofsaid e-mail. it 
appears that naked benefits were being extended to the cHents, benefits were being prollided to 1M without a charging fee and unrestricted access of clearing business 
database to the BO learn and PCG team. The said e-mail alsocontainsasaeenshotofMs.Krishnawni.s mail daled 01 February 2019 to other cae members, 
wherein H was mentioned that the correctiw actions and prewntive prudential nonns was not been adhered 10 because of the assumption that Mr. V Hans Prakash 
would not support the decision. 

<~ 

/ 

fR 
'-=1'<='1 ' _."' -.. Vikram Chibber to: Girish Palshikar, Krishnaveni M, Rakesh 

Karande 

Dear J:ellow CoC Members 

Subsequent to receipt of WhisUeblQwer's letter ,request immediate action as follQWS 

1. Complete cessation of extending naked benefits, fonhwlth 

01/0212019 10:41 

2. Standardization of "benefits" billing pr<:>eess ; Review of practice of extending benefits to TMs for free 
3. Unhindered accessibility of all Clearing Business IT infra incl uding bllck-office database I Exchange 
terminals etc to all BO I peG officials 

Other actionables too need to be discussed. However, ab<:>ve mentioned items require immediate 
attention and action 

Regards 

Vikram 

;, 
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Immediate reactions after receiving whistleblower Jetter by CDC (2/2) 

~ QmanI affairs allSSl B Krislmaveni '" I. Gin'" Paslika-. Viuam CIIIbbe.-, Rake • .i Kar.lllde DW1!2II19!l9'34 
H·lfaOc!a , 

=IC-': ~i"'IISSL 

.. Gii., PoEIikaolS5l@!SSL VioamClibbemS5~1SSL Roi.h Karand.ISSl!ISSl 

=d (.·. C:: Ibmol Priori~. 

Ooarat 

1. I annal alai comlottabl ... illllie llappenings·be ip,ocesses beingconinued sint9101'9 oraaons beil'9trken nO'M 
2. Ccrrecfyeaaons and ""v .. ive p,ud.nfaI """"" 2f. n.U'ting acfroredto ·btefearoillre cac .uawilg h~ llancb \CI · ;rd1herebtt'I'fSIomno1waning 10 lob • mkbllremajorlllJiyofy.s1r!,day 
1 I haw beeninoimrg 111.11 .. Mal fDh .... ri,ectci5c:ussion."11 lie CBO'. Ieam drNorr iIIelil. It'" "em Ire corriM lighlighlllle sensme ,;1r0". W! OR iI ard !J!lanas"' ......... '-*rr1W! OR il, doing 

busira .. e. lire compIl2l1l.way 
4. No one carr hold 111. compon, In ""'SO:1\ to cary oU:foeir aMI ag,nda ond ,",.p contiluing pra<lices _h do nQ\s~ ID b. illlleirE,ESlofteorgani""'n a.,d lire mk. holders 
5. WlllreAlied di ... 1IIr napperil'9· ... "'ud natwasla a single mcmentir ...... ,,;1'9 a reaig-wrg ' (11 role. ond ,esponsiriliie. (bemaofl.l2I busin ... prar:(cos arrd(3J precess ca:rtd. 
6. Woneedlo.bo "os. on t. adarrable5 arddates bt.""islle!rbwe(, ItCer 

---
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_and""""_01 
ISSL sending wrong information/data to the exchange and HDFC Bank 

• We identified a conwrsation on Whatsapp (an appUcation for conwrsation on mobile device) between Mr. Vikram Chibber and Mr. Girish Palishkar. Based on the 
review, it appears that they are apprehensive about the ongoing scenario at ISSL and have also mentioned about the head of BO (Mr V Hans Prakash) potentially 
changing the dala which was sent to elCChange as weB as III HOFC Bank. Further they also pointed out that Mr. V Hansprakash has sent dala to the exchange without 
reducing !he coIaterals wlue by !he hair-cut as defined by !he exchange, which is a potential violation of !he elCChange rules (eonld.) 
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Prittaleand cantfdMtJaJ 

AFSPL requesting ISSL to extend the deadline to provide collaterals 

During our review, we identified an e-mail dated 07 February 2019 which was sent by Mr. Awanish Mishra to Mr. V Hansprakash,Mr. Sunil Chejara and Mr. Gaurav 
Jain. Based on the review of said e-mail.itappearsthatAFSPLisrequestingtoISSLforadditionaltimeof7daystoprovidecollaterals_Further.itis mentioned that 
AFSPL are arranging collaterals worth INR 500 crs at the earfiest and plan to return col laterals to Novjoy, OCL and Dalmia. Thus, this clearly indicates that the said 
coilatera/s belonged to Novjoy, OCL and Dalmia. 
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--~ Allowing AFSPL to trade even after disassociation notice was served 

During our review. we identified an &-mall dated 02 February 2019 which was sent by Mr. Girish Palshikar to Mr. V Hansprakash. Based on the review of said e-mail, 
it appears that even after a dissociation notice was served to ISSL on 08 January 2019 for not providing adequate collaterals, ISSL had opened trading terminal for 
AFSPL and let them roll over their trade poSition which it held in January 2019. Further, it also appears that without adequate conaterals In place, AFSPL was 
aBowed to trade by ISSL. 

- ForMmled by V ~<W!shI1SSl. an 02lO5I2D19 10:59 AM-

From: Gmh PDlslilaidlSSt.. 
To: V H~h/ISSl@ISSL 
Cc: KrishnIM!ni MI1SSL@1SSL Rakesh KamndeIISSl.@lSSL VikrDm ChibberJISSl@!SSL SK 

Mu~1IS5I.@1SSl 
Dete: 02J04I2Il19 10:45 PM 
Sut>;oct- Nate on Alied IanninIII enebtemant 

Dear Hans : 

As diSC1JSsed. during \he nMeling with NSE & NSCCL below query was pased on ISSL team which could 
not be responded from our side 

Whelher ISSL opened lIle terminal dUring Jan expiry 
Whether Alr.ed brought in lIle margin ror carrying lake additional positions 

Post meeting with NSE, during separate meeting with Mr Modak, we have been asked how did we opened 
!he terminal for AlUed 
This might go against ISS l in the scenario of litigation 

"0. Mr Modak was quite ([lSlUrb over this action and Sugges1ed 10 share a note to EC aboul under what 
;.cirwmslances we opened the terminal along with justificalion 

'Please provide a note justifying our action for opening the Allied temlinal 
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Annexure 1 

Cl Extract of Audited financial statements of AFSPL submitted to ISSL 
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Annexure 2 

o Extract of audited financial stalement submiUed by AFSPL to ISSL on 15 October 2018 and extract of KYC documents provided to ISSL at the time of onboarding. 
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Annexure 3 

CI Extract of Audited financial statements of AFSPL submitted to MeA 
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Private and cOtllldenlial 

Annexure 5 

Cl Extract of board meeting minutes dated 05 Nowmber 2018 

,0. TRAI.'ISfEIt Of sn~\"EIiOLPINC 
1bc ClGiraWI inronned lhc Board tb;1t :a leU« d:ucd OCJ. I0.2017 \QS ra:ci\'allNlII 

~~j~ .. t~"; -~I)~ :mc;ov:Il is pacd fot chant<' in conUQr. 

New Sb:udlahllnl: & C.r.I."(,I-
1<0. OS SI\.'1!tS . . 

S4~O NAME 

I. 
MIL ),K)/lEY ~nSHRA SECUltnJES PVT. LTC. 15.7S.UUO flO'k) I 

1- Mr. A \VANISH KlIIoL~R ~lISHRA 
6,1i.Uiiii~ . 

• . 
Tn.: Ch:sirm.m tunhtT infaunul t~1 IIt1: dull' (x;c.U1Cij1r.U~ ":1 ~~~ • •• 
"'10~EY MISHR..~ SEClr.trr:ES pt.T.I.lD erA Mr. AW,\NlSK ~t;Mt\R.t.nSll~!o 
~ plOKItd before the: DouU.·. 

~ Tr:.nsfCT dec:ds \\'CI1! duly xt:eptcd ad 3ppro\·cd. 

~ 80m! lOOk '!" RCOtd the same ~ authorized til:: Offici3ls of ~ C~ ; 
inaXpOt:l!C tbe s:aid cntl)" orTIi.UlSf'c:r in Sh:ul! Tr.ansrcr Rq;isIc:r &luI)' nwnUtfll.-.t '" M 

Ca:np",y. 

803td nated 4:. look on r=rmI lbe sam..:. 

JI.AVAIL CASU M"NACEMf.,\. 5ER\' ICES Of \.'1:15 U,\~K 
LTD . I I 

The Cb:ainn.:m "!"onntd to the: Boani tb.,. the comp:m,,· is D,.,.:linf. It.< C.,l 
t.bn:l:emcnl Sc:rvu:a (rom Alis Bank lid. . 

Af\cr the dcuilcd disawion th: rollowin~ rl:5ululion \\~ P:Ui.:d un3nitUC'",I~ : 

~4A" 
'. CHAJIii. .. It'S 

INInA1.3 
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Annexure 6 

Q Extract of Audited Financial statement of Nimbus India limited for FY 2016-17 
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Annexure 7 

o Extract of Balance Sheet of AFSPL for the FY2017-1B 
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Annexure 8 

CI Extract of Auditors comment in the audited financial statements of AFSPL for financial year 2017-2018 

.......... .,. ....... J! Ull3p~~~il5OI 
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Annexure 10 

o Extract of e-mail dated 26 February 2019 sent by Mr. Girish Palshikar regarding cfarifications 

PI Tue 1""2.'1!;Cl:3! P\I 

G·mh.~cl~hi~.ar@J~~I.(oin 

"" """"",,au ........... 

• ~~Bh!H 

tc :~lbushLlfI*:IIfilda.a:m): 'J SamrP.,.MIPe 

'IMS I 
ID FoIIowup. ccmptlt<d on w_~. rr fdrruory zm. 

This l'rIIer..lse::.tII WltWth ~k i!npOttJr.ct. 

~ M~n ... ...r"g1!~._ 
- obyto< -I I 

II. i'''.IDII taofidentia.l I 

Dear!lir. 

, 
I 

I lIunI:,.., .. poOIidbg .. _l"""""_Im .... _ ..... .,... ... ""IS. -,.,-.... - t r itac:llAC ... Ibe~.WlrtqUd)al..,~COInnn .. ~ 

• _10"0_ Is aClDCllnert _I0Il_ """,AFSPL_too-. Cf"011lilJln __ . As 1*" __ III JIlMCe<I. 1111_ ........... n.IJIIIIn!IoglI .. ..- IlftII'SSl 'IINdIS\QIISI tIIaI1\fS1'I. .... _ ,._ Et~._ 110 is 101'-" Ilebldl..."SJ*'" 
• DIDIg IIIe peIlodJIJ1I20IIID Docombor 1018. K "'" ...... "'" IIIe majolltt" "._IIIOIlIiI_ cI AFSPL _ .... _15ll Ho_. as per III. "",esslandllQ 1!nI'IIded ... ,opa .... ~.IIS ..... _IDI\fSPLIo,ligt:llr morvin I 
_ . FIIIhar._ on lilt _,,,,-,.11 ... .e411211111 sold 1r.I1In!I_ (I.e. Al'SPLj....r1a1ata """ __ on.,.. .. fa "'" __ os and .. _ ... sbII!II....,"' ... ndI1g _ .... ..,. 
........ __ »1lWIIIo J)OriOd ""'" consIdInIIon.W_ P<OYI4IniIiIetIis cI ____ "'10111. _E ___ IDIIIN.AfSPL_ ""'" .......... ""''''_ ......... __ ... __ at 
..... 115 'So .IS 1M< av"",*" of celli .... ;and noIgiIa ,_ ty ElcdI"'!;e 

· Nt sepanIe alert wtIn r.gana III Nrgi:l t8aIIoa ... .rt!D Itt tracing ~ ... san. as .... No 2 

· AI'" tiRe d cnbcI;r~ Ihef8 Is l'IO,..oas:s wIh~ to ttsk ~ aI a.tradIng menDer. perils CIItdlWuCh . • :» Cos:Y .r dI!ftt fISk ISSe!SItIelt las bien p1Jrided HIf'I Ri9c Is IISSigDe1lIf""1 Is fepdlU'l8lnstnc:es of 
SEDI ordeal CIenb of Spedll cagOIY. HRt etc 

• _ enlhe ~ cnn1dOd ...... _IBIIION- ma!5 d!Inp .... mllablelillhelio1Drt:al..", .el1III_ ..... SIId hdIIV-. »_ ex""", ...... " ... _ '" bad< .... 

· AfS~L or any If IS group CORpmles do not !\ave any edsUro or prMoUS rtl;1onstrip wth SIr! COrlp;ny llusilass c:lllFS po.,. :.> c.not COMMt,1SSL wauklaal blINn aftne sam. 1 
.~. 
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Annexure 11 

o Extract of KYC of AFSPl with regards 10 Annual klcome declared by AFSPL. 

A.IIU.1I 
FY <!L.u. 1-' ' _ 10 10 - lS u-" ......... 

''''''''''' ...... ...... ...... Who 

11' ..... 1dI·1fofo1. v 
-, -

-
NlI:lwordt Ra ~ "'1' 'S'~ c" I""'" ",,"2./ ... 0,r 
rn.-na.-EJrri-- : 
N ......... Io; 't'~ INo.',- ~~ J NnfflJantftmllcriJrnflCleftl 

I ....... • Steeb ~ ... ......... 
<::> 

FIlI'/II,q, ........ _M LId. 

/}t.~¥ -,-sq-. 
o Extract of audited financial statements of AFSPl for the financial year 2016-17 slilmilled by AFSPL 10 !SSL at the time of onboarding. 

~pror" Alt. .. T_ 
1.704,3400 (:r., •• ~r, x iii:."",,,,,. PQ •• hofID 

BaSIc & Chh,4lcd 
0. ... .i9'''' $.gnji;c .... , A~I"'sJ Polides & Na ... 

on Acc:cu" .. 
15 

As per Uur-MOen or ~ crar. DU.lI2'1II:d 

for ~~~AI.A.D&CO"P"'N'I' 
"or iHld ~ Ctoha., of UIIJ1 B-.nI of C .... c:lor • C",.f1ct c;oo.o..,.,... 

.. ".;;. . • "~.:nC 

((f(:~~) 
~ .. ~.v L..r~ ,~. ~.;; . :' i/ 

u~ , ~~.., . ) 
( A""'AI'ftSH KUMAR MISHI'UV , LAI.JT ACAI'tWA&. I " .N :3A '~ -

OIH1!C"TOft .............. ...-. 
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Annexure 12 

o Extract of CAM and KYC document wilh regards to no adwrse regulatory order against AFSPL 

CIt'i ,1{:pIO;a: \km:f,!TJ!m S);tJJ 

.. ,.. • .,~ ................ "OOS--.. .. "'bIp1I­
UJ!C~l 

\pa.' ..... ."..'ttll:.sJt'DIeua , 

........... ...... _1 

SUI! , 

..... I .... n.c.n .. ~a..a 
pII.:os~iII"""r., FIlJE-S " 

!§UII~""'IF~ ~(~!1::J~ 

,11 . .,,~"=;£:c~ 

taturtcOO.JI 
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Annexure 13 

o Extract of Regulatory order against AFSPl 

p_eg_e THe AD 'YR'GAT'NO geers§p! 
Fe-HURtT,s:_ ANQ EXCHANGe BOARp or INg'A MYMRA' 

cPNSENT o"'pes 
On 'lhe Application .ubmltt.CI bV 

AIIISd r,!nnnsln' e:oryls" 'lsi CORD' AgRn Np IN"2;zoZOPZ;SV 
In Ibe menee pt Aen' ONp. Ud Heyelle tnd., Ltd end I vls.'.be ltd 

COllVP-:J/1:J:J2I:lOOSVA~8M1.«Y.2010 

1 , . socuntlo~ Gnc1 Exchange soaN of IndiO (herelnaner r.renTad 10 os "SEal") InI(lOIO<:I 

ClodjudicoUon prlOCo.;.d,ngt;. ogoinou Allied Financial SorvicQ$ Ltd, ~nofter rof$f«"td as 

' NotIC&e' " 101' the olleoed vtolorton Of Che Pf"O'\'isione 01 regul.ottons 4 ( .. ,. (2J (0', (O),(e), 

(Q) and (n) Qf SIiiiBI (Prohibition Clf Fraudulent Gnd Unt~lr Trad_ P .... ctice ...... atlng '0 
S~u:unue';J Market) RDQUlaUon~ (n,,",olnoRor referrod to O';J 'PFUTP Ro9U1aUOnG". 2003 

Gnu rCU,"IIUUon I reod _uh Cliiu~~ A( 'J W A~5) 01 C&Iila of Conduct 101r Sto..;k SriSKen. 0:)­

.up .... ated In .chedYl. .. of SEBI (StOCk e .. okel"S and Sub-~J R-s;Iulatlon., 

19Q2(h.relnartQr .. af.,.....d to as -e.-oke .. R.gulatlon:l') In lha matter or lracUnljjl In the 

.naro~ Of Aartf oo,tQ$ Lta" HaveltS india Ltd, .-nd Lykn LabS L.td, 

4. In tenns of the proposal of the Noticee, for the sole purpose of settling the ma"er on 

... ··,;f/· , ,. 

the uilt on the art of the Noticee to the findin of 

fact or conclusion f law, the Noticee has remitted a sum of Rs.3,50,OOO/- (Rupees 

'Three Lakh Fifty Thousand only) vide Demand Draft No. 058791 dated June 15, 2010, 

. dra"m on HDFC Bank, Fort, Mumbai towards settlement charges. 
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Annexure 14 

Q ExIract of e-mail dated 26 February 2019 sent by Mr. V Hansprakash regarding intraday benefit to be provided to 1M 

V tl:msjnl.ash .- E<pusurc Iobrgin B, .... fil> -
CjfIevlsed Process: 

frt't-a: "'H~-<V.H~;'~.,.;,," H9»rol 
Tv "S KaI;mj"'- <s.~@ilrr;"4b. .... > 

c .. -vhamChihbcr" <Vikr.lTltbi~.e:i»I. (.O ill:', ""\h~ Pmh"<As1m:a POIRlh.!i:s.s1c» ...... BOO EJposun! lWSin or 
. 0= WeeI. M2'; 30,2(111 ' :-*l I'M 
Slflic::t u-.W"p. br .. Cooellt E,posure!.latgl1 as per RMSI NI/ASS or 

Max 01 50 % of IXlbIer.II 

De:rS·r. 
Tho .tow irrj!5ha!! be. hard -lined If11ttella lmi: under .. 1tidI in!Ja.day Iim~ Sha" be avoOOd. D!lM!r Jfnofits 

Irthm OU' c'sCJ$!icn, referer.c! ta ~:e Margin L"lltNgh SE31 C:tcu13T • A~=!Cn2!f P.isk M!r'I..J',ierTier.t mating 10 Scc.mtics re'axaton.Cash exposure. l,quld SOCIInlies. Prudential Norms etc WIt ccnlrm., as per 
Me_In ~ s.g:..,"and ,1.tIsequ«tCll<Ulzli I:y It" re<pe<tive C1eamg eop>ml$. we~ .. .. ~Dng rIOmI$ 
lie _9 metllodcrlcgy .... _ pn>v1ded to TM! ConsblllenlS ., lieu of r~ of e.posur. "....., 
~Juft. 1st 201a BOO NOTE: 

1,_obrExpolUtO 
1I11r.1-d~ IXpaCUrK wit be r.eceSWlly rnwrsad bel:!n! erod of ~mt cIosI! and wi buin the Iorm 01 
additicnaI i~ O'Ier and above lIIe aYiltlatl'e ClIaleral At lIIe end 01 tfle day, sucII oc!<iIiJnaI 1mb silo' be eitller 

A,CIIdExdlmg._: re-.e!$ed to atrgn ~itll klt.ll CIlIalar;;I va'L1l or as in case of..-ee'<ly I monlllty expries, lIIe pc!i!i:n shal' !le S;u:nd 

E:Jp:sure margin Q1 lr.ba-day lta!es ftre nolle\llf:."d to t..,~ 1\\5 as Ute deanng system ptVVided by U:~ ClfaMg 
1iI:o aigl1 rt!Iu~ "",,go ~ C>II;teral 

Qropuc_i to PCMs __ .... lobi. :0. ""~ IniQl Maog-~ linil 1lus ~-nd.d ,hug. _ b ... Io! ~ Overnight EJpo$uro pIoJ<no ~ly bjcttref1"'" ~ who tr.o:ed Oft'" intt3- d3y b .... t:dy 110is _ ... - &"" ~.Itooy 
....." r.a c.ernight poSlIocon 'IoU. 

We projlOse re fullo'Ning f11flhodc'<'!jy to te in;:'<mer1!ed 'IJh ch is w:lt;m IIoe ..gulatory framoIorork 10' ove:,,;;;hl . 'j 
So_.Was an ifl.lrJlllll1d:tlg in It.e 'ts:emon ,rlra-do11:."u~icro led Ii) IitcI<ets Iile Tct!I Sot. e'; li)snft elllc~:Jres . 
1v~"9 o::ourl to ISSL I) R&Qlioo ·n Scc.1i1iC. Ratic1 ""to 11») :0 (See t.1~'lo I1:c maxMun c .. ..,nl oIC.-m:n1 Expos. , /.!:J.'gIn 

. ,I 
..:.~¥ ad!Joon , Et;JC'QIfe Uarglf'l rar~a.ion '.)5. pov:dedtD Cle extet1tolprevlOus ~-y ElJOS'R'l.tIf9 " (aTMs 2) ReI.lr;r.io. ;, ~:"""rhl r1Crms d AI'!"t'"" Se--..uri)0$ a> pr..aibod It/ Exthanse 

.... :"/ 

I 

" , 
! 

r 
l 

\1 ... ., 
• . , .,~ 

, ,;;:)' .... 
'. 

~ 
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Annexure 15 (112) 

Q Extract of e-mail dated 26 February 2019 sent by Mr. V Hansprakasll regarding intraday benefit to be provided to 1M 

/ ,.-; -.. . :.~ . 
! \ ~-i ~. 
\P\ 

.\ #.i , .~ 
'\?' -.~ 

.", ",,: 
.... ~"~- I~ 

1lIt~r.1l1oe I: '.tnd'l Elpu .. m 

s ~.1 PorticuIm 
In 
uu., 

» ToblCulbl<rII ISO 
OOOE,!,_ 

iii ~r.mQ 30 
CItmII E,I'~urc 

iiij ~1aP.io .(() 

iO~of I it) C.bmI SO 

.) 
MuLinit I 
/IioIIa(oi.ii,ivl 50 

Daril: tbt!by . 
BODLiatiQ .O ..... iliac 
withld :al! R.I. M .. llmit.1 Sf Rol. 
rndcEtpos.", L:t1Jts L:tLhI Lolli 

A) ToIll CoIl:ttOl'l! \ ~Oo! A T 01:11 r olU"r.II ISQ,OO 

~l I.ill Set 1!<I.00 B A&!ilimulliatit Sil.oo 
Cl bitioHbr';. I iO.OO Cl limilSd 200.00 

BOO E.'(.'II\UI' I 0) I Initial MII'.';' !l1. !Mr.m ;0.00 10.00 
F'I llll2! ~br~r. 100.00 , E) E'Mu", ~""'in -10.00 
~l lO 6ti.6i!' l F) lobi \tJrsin J Iltl.OO 
('1 FIl-eIl.II""" lII.m . (;) 1', i 1II1.00r. 

. , ~\L~ Bl!:nc< _. 11).00 
- - - _. 

----

6$ 02018 Grant Thomton hdlCl U P. AI rightsfeSe("\Ied 

V~am Chl~ -. ?t~ adOlooaiinvts bT~~ towards IU, ~~.. __ Jl~~i~ 16:33:34. 

YikrBIlI CIibbet11SSliISSL 

ij 31.Q5.201816:13 To VH3nsprnWlvlSS1.@1SSL 

a: S~LFS.AshmaPalelMSSt@Ii'-Sl , 

Slb,ed F'R: E'<po!tre Mr~n Bele1i!s 

£OD-.lt" ~. 
.... "'1.1 Roil --
odtIitlou! 1 i.it taUs 

A) Twl CoO", :ilI l'lfll Extendlng arktiOOnaI HmilS 10 TMs t91rnds 1M • crud bIilg risk in 10 the system. Additional limits I, 
BI AddiliOlQI ' 
Cl Limit 5." 

imit ·lUII 
llll. 

er.ent of fifI>, percentage is high. Inability 01 rIA 10 reverse positons 00 day of yolali5~ would 1C.1C '~ 
vulnerability. Bener~ against Addilicnal Surveill3nte margin (ASI.I) may also be dloughllhrough • 

OJ Inki~ \Ltr. 
EI E._It' 

• 6l.CII 
;"'"' 2iQ) \ 

consideri1g sp!cific naIlJre and rcqtlremcnl 0/ margin levy by Exchange. 

In TobIM"" 

li~ Ii 
I II!!. F"" B,b, 

t fijJ) 

CWo-. 1 - 11 •• ) .-,~ 

R[~rds 

YOOam 
- - --------- --- - -
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Annexure 15 (212) 

a Exlract of e-mail dated 31 May 2019 sent by Mr. Vikram Chibber agreeing 10 provide intraday benefit 10 TM 

liJ Fw: Exposure Margin Benefits 
V1kram Chlbber to: S Rengarajan 31"()5-201 a 18:11 
Cc: V Hansplakash, Ashma Parekh 

Sir. 

Additional limits are envisaged to be extended to select dients on intra-day basis. TM enjoying the 
benefit shall ensure positions arising out of such limits shall close by end of market hours. Margin 
reporting is undertaken upon EOD data provided by Exchange, as is the case presently in CoOS. As per 
extant process • TM shall bear complete responsibility of gelling coRateral as per requirement Clients 
availing 01 additional limits on intra-day basis shall be monitored closely lor risk. Any instance of violation 
shall have to be dealt with strictly and benefits should be withdrawn • 

Credit facility along with other relaxations ( security ratio, prudential norm benefits. acceptance of liquid 
securities etc.) shall be mostly used by TMs with ovemight open positions. 

We shall have' to go ahead as per plan • given the short tenure provided for roll-out of SEBI mandolc. 
Necessary amendments and changes shall have to be made in the process along the way • as the new 
system evolves and stabilizes • 

Regards 

Vikram 
----------------------

C20 19 Grant Thornton hdia UP. AI nghtS retenoed. 

Priv.te.ro r:onIIdenlili 
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Annexure 16: Inst8IICN _I_r IimIIs wore axl_/o lreding member wiIhoul receiving adequate coIIalorai 
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Annexure 20 

a Email from the employee of ISSL confinning the margin utinzation did not go above by 100% because of the withdrawals of the coUa\erals. 

A 
TIo! 17.QS·:!OH 15:'3 

I GinihPalsh kar~~g.aJjn 
Rt: Email conflrmatfcn<ollltml mcvenent dum!; blan; IS ...ellS non tra:1lng hews. 

Til AunDl6tar. 

Cc BJ.·~.r.urlAC~fsnda.:Wl; ~ P .. ~ 

4) Thismt5~ge INU 5Ut Nith Hi3h imp:utlrtCe. 

16 Alied liSt Oat> require.. "n~ ~lroil ~#ti ...,.,0:.';;; .' 
• 170 '. - ~ICB "."'.': ':" . 

I _ _" • 

~ Allied ISSlD.u requin. .. "I 
~ UiG 

• -:0,.' • .-" 
; I '," :~, 

\ 

" .. 
' 1Jeir Rusbabh : 

\ ... ,1 
. " lhonk jodltyour .maR 

/>£ ~:#at'<'l pradica, TM. pnM<Ie alDal .... based on fleit m.rgln .. qutre ...... and ke.p wlU1Ilr""';'g I rtpleriahlng the allal"" _UnUDusly depending on their """"rlylng dienr. rtc;ul .. menl for morglns . 
Such .. als are been done daJtng lIIe day. IICIOSS tit. da,s and over number II days . , . . ,. 

\ .. . 
- I -::; ~ 
T~dltns r.llectilg III "wod<cnd If_I" .. "", undlf1ake. In order I. fadliliJte 0QuarlMy Se1IIemenl Prv< .. .- of III, Tncfnv Member. 

';~, , 
~ ..:.:~;-.-:...:;.. 

On verification, I has been observed that none of the transactlon refled1ng n worbheelS "'Same Day Movemenr Ind ""Weekday Movemenf result In utltsltJon level 0'0ssln9 oyer 100% lor the Tradng MentJtr. I 
Rease lind appended data sheetupdat\>d..all 00f remarks. (Su atlacmJ /iI.: .AIlial lSSl Do", 1"I1quird ISlN .JI"'''',,'''' ,../.x1s:r! 

Also enclosed are copies oflRF. contm:lr.g reductio. In Imits corre.ponding 10 colale",lvi.lhdrawal. (S •• attachdfil.: AUi,.,[ LRFs .• !Jdf) 

17 C2019 Grant lhornlon R:tia UP. AI rights reserved. o GrantThomlon An~."""' .... di ~ 
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Glossaty 
AbbrevIations and aeron m stated in the Draftre art 
~finf1J\omfo~' or 'fifT!'\' or 'us' or ~o~ or~: .•. - -
ReIiew Period 
iAG:.....r:.~ .:..- -
AFSPL 
A~h: ,--. - _____ -;--- "":..".'':::;,. ;,-'s~ 

Customer 
oi!hia - " 
Distribution list 
IlP ' 
EL 
oiXChaiigS 
FNO 
i=Y ~~~-:C=-~l' 
HO 

- U.FS ~ 
!SSL 
IT ,'-
KYC 

MeA .. " :' 
MF 
Nimbus 
NO\joy 
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6, C2D19 Granllhomlon hdia lLP. AI t'iJhlS reserved 

Full Forms 

-~----~ '.~---.------

1M's customer 
~~ 1Daimiaceine.tlastliniteci-:7-::Z -.~~=-~--:t::;~::~~-:::-- ::- ,;' ~ 

Ust containing _ .....,811 _sos br sending e-<naiI to .. of them at once 
fiepOsilAiY' pilti<i"arits .-.,. --- . - : --.:--' • e -.-

Addend .... to the Engagement Letter 
' StoCk EicctWi98:..7 ., -= ~ '.-' . 
, Futu~.~-2p~ns ____ . _~_. __ .. __ . __ .. _ ..... ___ _ 

.:JFinanciaf Year ~,:i...!.1 .. :a..;......r.;:~ ~-....... _ ~_.~,~J. 1 ... _ ' 

Head 0Iic:e 
._ l trirristniciuleT eas"'V' 8ndF"oi1ai1ciai ser.tceS-~.:. =:. -::~,;. 

tl.&FS Securities Senices Umited 
Wa.mation TeChnotOgy :.. '~.­
Know Your Qient 
MiniStry ofcOrPOi3te Afalri ---- -
Mutual Fund 
Nimbus hlia Um~ed 
NO\joy Emporium Prilale Umited 
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Glossary 
Abbreviations and aeron m stated in the Oraftrc ort Full Forms 
NSDl _ .•. __ ._ ~!'Ia!lol18l .~Peposftory Urililed : _____ ~ 
NSE Nalianal SbIcI< Exchange 
NSECl -:. -;-,::.~::..~ ~' ____ . ______ '_ ..:Jf.jsEPe8Pliv ,lintim4 ;.- -- ,.- .--,-.- ._.:...-,;:...~. -~. -7":"" "7~ o 

OCL OCL IncIa tnited 
.~CG -:,--~-:' • __ __ ~.~_... --,-~ •. _"___,:£"p.riority~_~~~-,:"o;;-~~'Z-_=_~_.::.~ . L~.~~~__.:::-__ ·::;'·'_.....:. 
PCM ProMssianaI Clearing Member 
~E ______ '· -:::'~; __ .- --- --:; ~~-:~Eut~~~- ... ,_t_ ~:-~~; :.;. ~.:.~~::~::=- __ L~ 'J.2~;""".;lE7;:;_-

PRO 
MM ..= ,- -:..=-:~ -;-:--;~ 2~':'= ~ 
SEBI 
Special ~ew-'--.. Z:~~ ~ . .,~ 
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t'ropnelaly 
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Securities ExcIIange Board of India 
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Trading 11.",110«0) 
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Annexu18 2t : Un-deployable securilies (as par exchange tegUlations) pI01Iided by TM - AFSPL 

_ IGOil 
IGod.wan Power And Ispat Limited INE177H01013 EqU;iYShares 22.500 
I('!-... _·· .... ..; D_ ....... A_.I I ...... I l_:1...... INEfnH01013 Equity Shares 22,5( 

~ar:,' INE177H01013 EquityShares 22.54 
IGPIL Godowail POWer-An<! l&riat LImited INE177H01013 EQuitv Shares 22.51 

~Mar· ~L Godawan Power And Ispat Limited INE177H01013 Equity Shares 22.51 
, '\E!:: Godawari Power And Ispat limited INE177H01013 EQUity Shares 22.500 

\pro ' 'lodawan I'OWI>I' And Ispat Limited INE177H01013 Equity Shares 22.500 
~d ~at LimHed INE177H01013 ~qui!Y Shares 22.500 

I NSE GPIL GodawanPawerAndIsDatlimited INE177H01013 EQuit1 Shares 22.500 
uc-ADr-la NSE GP\L God.wari Power And Ispat limited INE177H01013 EQui!1 Shares 22.500 
09-ADr-la NSE GPIL Godawari Power And Ispat Limited INE177H01013 Equi!1 Shares 22.500 
10-Apr-la NSE GPIL Godawari Power And Ispat Limited INE177H01013 Equ' Shares 22.500 
11-Apr-la NSE GPlL Godawan Power And /spat Limited INE177H01013 Eoui Shares 22.500 
'12-Apr-la NSE GPIL Godawari Power And ISDat Limited INE177H01013 Eou' Shares 22.500 

) '13-ADr-la NSE GP\L Godawari Power And Ispat Limited INE177H01013 Equi Shares 22.500 
J., 16-Apr-la NSE ~L Godawari Power And Ispat limited INE177H01013 EquH Shares 22.500 

.... )" 17-A r-la NSE GPIL Godawan Power And Ispat Limited INE177H01013 gqu' Shares 22.500 
- -"-112<-18 NSE ~PIL Godawan Power And ISDat Limited INE177H01013 EQUil Shares 22.500 

-:;:. ~E GAL Godawan Power And Ispat Limited INEl77H01013 Equi Shares 22.500 
Zo-ADr-18 NSE GPIL Godawari Power And Is at limited INE177H01013 Equi Shares 22.500 
~Apr-18 NSE GPIL Godawan Power And Ispat Limited INEl77H01013 Eouity Shares 22.500 I 

~ 
~6·.A-· . 
;:;"j 

NSE GPIL Godawan Power And Ispal Limiled INE177H01013 Equity Shares 22.500 
NSE GPiL Godawan Power And Ispailimiled . INEl77H010l3 Equity Shares 22.500 
NSE Gf 'ower And Is at Limited 22.500 
NSE _ G' __ .............. ,'ower And Is at limited 22.500 

~ 
~ 

GPIL Godawan Power And I.pol Limited 22.500 
_ ..J::G::.PIL Godawan Power ~nd l.p~t Li .... ite§ _ _ _ _ __ J _ _ 22,.500 

i . 1 

~ 
~ 

" 
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' . '':;-..IUI-IO "'~~ urll .. UOUi:lWilrl r-IOlWC' nnu IIIopCll unm.cu 1 ... r;:I"nUIUI~ ~UJlY ~nan=5 l"~,~-I" 

. ' . 12-Jul-18 NSE RELUOCDDR Reliance Uquid Fund Cash Plan Daily Dividend .. Dividend Reinvest INF204K01 UC2 Mutual Funds 4,455 
• 
-'\ 12-Jul-18 NSE RELLIOCPGP Re~ance Uquid Fund.c.sh PI.n-Growth Plan - Growth ClJ>tian INF204K01 UE8 Mutual Funds 7.513 

13-Jul-18 NSE GPIL Godawari Power And Isoat limited INE1nH01013 Eguily Shares 143,914 
~ \ 1~11I1_1R N~I= RFI I Inr:nnR Rpli~nN'" I in1lirl Funrl C:.oo:h Plan D.::Iilv Divirlll!nd .. nividPntf RPiftVII'!ll.t INF7nAKn111r.., Mllhnlll Fllnrlc: .4 A"-" . . ~ - , 
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IN THE SUPREME COURT OF INDIA 
CIVIL APPELLATE JURISDICTION 

CIVIL APPEAL NO(S).5194·5195/2919 

IL AND FS SECURITIES SERVICES LTD. APPELLANT(S) 

VERSUS 

SECURITIES AND EXCHANGE BOARD OF INDIA a ORS. RESPONDENT(S) 

o R D E R 

I.A.No.91268/2919 

Learned senior counsel for the applicant/appellant 

has drawn our attention to prayer 'c' of the application 

and states that the applicant/appellant would be 

preferring an appeal before the Securities Appellate 

Tribunal, rotumbai, on or before 27.96.2919 and interim 

protection with regard to payment under the option 

contract may be granted till the first hearing by the 

Appellate Authority. 

Learned solicitor General appearing for the 

Securities and Exchange Board of India (SEBI) has 

subllitted that the order dated 24.96.2919 is not 

appealable. 

~ Learned counsel 
Yr.! - appearing for the 

applicant/appellant submits that this aspect will be 

1 

'. 



---- ._-----

examined and a writ patition/appeal w~ be filed before 

the jurisdictional High court/Appellate Forum on or 

before 27.96.2919. 

We have heard learned senior counsel for the 

respondent nos. Z and 3, who have drawn our attention to 

the relevant provisions. 

Keeping in view the liaited prayer made by the 

applicant/appellant, we dispose of the present 

application by directing that the applicant/appellant may 

file/prefer, in terms of the statement made, proceedings 

challenging the order dated 24.86.2819 on or before 

27.86.2818 with an application for stay in accordance 

with law. There would be stay of pay_ent obligation under 

the option contract till the first date of hearing before 

the relevant Forum/Court. We further clarify that in case 

the applicant/appellant delays or otherwise there is 

dalay in listing of tha matter, it will ba open for the 

respondents t o point this out to the appropriate 

Forum/Court and ask for vacation of stay. We clarify that 

wa have not expressed any opinion on tha meritl and all 

que.tiona are left open. Xt will be open to the 

Forum/Court to vacate, extend or modify the atay of 

payment order passed by us. 

civil Appeal No(s).5194-5195/Z919 

In vieW of the order passed above, We do not think 

anything survives 1n the aforesaid civil appeals . They 



are accordingly disposed of as infructuous, again 

recording that we have not expressed any opinion on 

merits. 

New Delhi 
June 26, 2819 

3 

. ..••......•....... J. 
(SANJIV KHANNA) 

••••••••••••••••••• J . 
(B.R. GAVAI) 
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BEFORE THE SECURITIES APPELLATE TRIBUNAL 
MUMBAI 

Order Reserved: 1.7.2019 
Date of Decision: 3.7.2019 

Appeal No.262 of 2019 

IL&FS Securities Services Ltd. 
IL&FS House, Raheja Vihar, 
Chandivili, Andheri (East), 
Mumbai -400072 Maharashtra. 

Versus 

1. NSE Clearing Ltd . 
Exchange Plaza, Plot No.ell, 
G Block, Bandra Kurla Complex, 
Bandra East, Mumbai, 
Maharashtra - 400051. 

2. Securities and Exchange Board of India 
SEB! Bhawan, Plot No.C4-A, 
'G' Block, Bandra Kurla Complex, 
Bandra (E), Mumbai 400051. 

3. National Stock Exchange of India Ltd. 
Exchange Plaza, Plot No.C/1, 
G-B1ock, Bandra Kurla Complex, 
Bandra East, Mumbai, 
Maharashtra - 400051. 

4. Allied Financial Services Pvt. Ltd. 
304-305, Vikas Deep Laxmi, 
District Center, Vikas Marg, 
New Delhi-l10092. 

5. Dalmia Cement (Bharat) Group 
111h & 121h Floor, Hansalaya Building, 
15, Barakhamba Road, 
New Delhi -110001. 

6. Novjoy Emporium Private Limited 

. .... Appellant 

._, .. , 

' ... ; ,: 



2, Rupchand Mukherjee Lane, 
Kolkata - 700025. 

7. National Securities Depository Ltd. 
Trade World, A Wing, 4th Floor, 
Kamala Mills Compound, 
Lower Parel, Mumbai - 400013. . .. Respondents 

Mr. J.J. Bhatt, Senior Advocate with Mr. Venkatesh Thond, 
Mr. Piyush Raheja, Advocate with Ms. Shruti Rajan, Ms. 
Garima Joshi, Mr. Aditya Sikha, Mr. Rushin Kapadia, 
Advocates iIb. Cyril Amarchand Mangaldas for the Appellant. 

Mr. P.N. Modi, Senior Advocate with Mr. Nihar Mody, Mr. 
Ashish Prasad, Mr. Abhiraj Arora, Mr. Vivek Shah, Advocates 
iIb. ELP for the Respondent no. 1. 
Mr. Mustafa Doctor, Senior Advocate with Mr. Mihir Mody 
and Mr. Sushant Yadav, Advocate iIb. K. Ashar & Co. for the 
Respondent No.2. 
Mr. Shyam Mehta, Senior Advocate with Mr. Sachin 
Chandarana, Advocate with Mr. Rashid Boatwalla, Mr. Rahul 
Jain and Mr. Pruthvi, Advocates iIb. Manilal Kher Ambalal & 
Co. for the Respondent no.3. 
Mr. Robin Shah, Advocate for the Respondent no.4. 
Mr. Somasekhar Sundaresan, Advocate with Mr. Tomu Francis, 
Mr. Manish Chbangani and Mr. Arka Saha, Advocates iIb. 
Khaitan & Co. for the Respondent no.5. 
Mr. Kunal Katariya, Advocate with Mr. Kuna) Kothary, 
Advocates iIb. Mr. Zerick Dastur, Advocates & Solicitors for 
the Respondent no.6. 
Mr. Pulkit Sukhramani and Ms. Stuti Shah, Advocates i/b. J. 
Sagar & Associates for the Respondent no.7. 
Mr. Janak Dwarkadas, Senior Advocate with Ms. Anuja 
Bhansali, Advocate iIb. Raval Shah & Co. for Citi Bank. 

With 
Appeal No.257 of 2019 

1. Keshav Prasad Misra 
Flat No. 1204, B-Wing, 12th Floor, 
Shah Arcade 2, Rani Sati Marg, 
Malad (East), Mumbai - 400097. 

.... -:---. -



2. Adhirath 
B-lO, Jwalaji Apartments, 
26-Mohini Road, 
Dalanwala, Dehradun-248001. 

3. Abipal Singh 
19/771, Indira Nagar 
Lucknow - 226016. 

4. Ajeet Kumar Singh 
House No.227 A, Rai Colony, 
Miyanpur, Jaunpur-222002. 

5. Amit Kumar Singh 
House No.227 A, Rai Colony, Miyanpur 
J aunpur-222002. 

6. Asha Rani Sekhri 
House No.C-3/157, 
Sector 36, Noida - 201301. 

7. Ashutosh Narain Rai 
Village & Post-Pandah 
Ballia-277303. 

8. Bethika Partap Singh 
Guru Had Farm, Sultanpur Village, 
Mehrauli Gadaipur, Delhi-ll0030. 

9. Celeste Towers Social Welfare Society 
D-194, Sector 10, Noida-201301. 

10. Chandra Shekhar Rai 
5/802, C2, Shakti Kunj Apartment, 
Sector 62, Noida. 

11. Dal Chandra Rastogi 
House No.B-53, Sarvodya Enclave, 
Delhl-llOOI7. 

12. Dinesh Kumar Rai 
19112 ATS Green Paradiso 

- :'":-: ' 



Sector CHI 4, Greater Noida-20131O. 

13. Ennar Portfolio LLP 
5th Floor, SB Tower, Sector 16A, 
Noida-201301. 

14. Gita Sikand 
House No.8, Kasturba Gandhi Marg, 
GPO, Delhi-llOOOl. 

15. Indira Sikand 
House No.8, Kasturba Gandhi Marg, 
GPO, Delhi-llOOOl. 

16. JJ Tradelinks Pvt. Ltd. 
A-70, Sector 58, 
Noida-201301. 

17. Joydeep Nayar 
J 202, Pearl Gateway Towers, 
Sector 44, Noida-201301. 

18. Kamaljit Kaur Virdi 
House No.212, 
Akashganga Apartment, 
Pocket -4, Sector 24, 
Rohini, Delhi-l10085. 

19. Kesar Singh 
House No.A-10l, Mansara Apartment, 
Vasundhara Enclave, 
New Delhi- 110096. 

20. Kirpal Singh Virdi 
House No.212, 
Akashganga Apartment Pocket-4, 
Sector 24, Rohini, 
Delhi-l10085. 

21. Kusum Sanduja 
A 91, Ground Floor, 
Sector 26, Noida - 201301. 

, 
.~ I 



, ----- ---------.--

22. Mridula Rai 
5/802. C2. Shakti Kunj Apartment, 
Sector 62. Noida. 

23. Nakul Marwah 
H-37 A. Kalkaji. 
Delhi-llOOI9. 

24. Neelam Rai 
19112 ATS Green Paradiso 
Sector CHI 4. Greater Noida-20131O. 

25. Niharika Rai 
House No.200, Sector 29, 
Noida-201303. 

26. Onkar Nath Singh 
P2-04, Silver City Apartment, 
Sector 93, Noida - 201304. 

27. Padmeshwari Prasad Rai 
Village & Post-Pandah Ballia, 
U.P.-277303. 

28. Parul Sinha 
A-602, Rohtas Presidential Tower, 
Vibhuti Khand, Gomti Nagar, 
Lucknow - 226010. 

29. Prakash Chandra Rai 
A-92. Meenal Residency, 
1.K. Road. Bhopal-462023. 

30. Prem Kumar Sekhri 
House No.C-3/157. 
Sector 36, Noida - 201301. 

31. Pushpa Rai 
House No.2. Sector 14. 
Kharagpur, Indira Nagar, 
Lucknow- 226016. 

32. Rajeev Rai 



- , -- --- ----- - --

House No.200, Sector 29, 
Noida-201303. 

33. Ravi Sanduja HUF 
A 91, Sector 26, 
Noida-20 130 1. 

34. Ravinder Kaur 
E 254, Ground Floor, 
Greater Kailash Part 2, 
Delhi-ll0048. 

35. Saroj Kumar Jha 
BH-499, East Shalimar Bagh, 
New Delhi -110088. 

36. Sarrthak Sanduja 
A 91, Sector 26, 
Noida - 201301. 

37. Shakuntla Rastogi 
332 Dhruva Apartment 
I P Extension, Delhi-110092. 

38. Siddharth Sanduja 
A 91, Sector 26, 
Noida - 201301. 

39. Smita Singh 
16 NER Colony 
Bandariyabagh, Igartan Road, 
Lucknow - 226001. 

40. Swarnim 
B-lO, Jwalaji Apartments, 

26-Mohini Road, 
Dalanwala, Dehradun-24800 1. 

41. Urmila Rai 
19/771, Indira Nagar, 
Lucknow-226016. 

42. Vaishali Goyal 

, '';.4~_~ •• . ,.... ; ~-
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27 A, Old Vijay Nagar Colony, 
Vijay Nagar, Agra-282004. 

43. Vedangana Rai 
House No.200, 
Sector 29, Noida-201303. 

44. Vinita Singh 
D 901, Sunshine Helios, 

Sector 78, Noida-201301. 

Versus 

1. Securities and Exchange Board of India 
SEBI Bhawan, Plot No.C4-A, 
'G' Block, Bandra Kurla Complex, 
Bandra (E), Mumbai 400051. 

2. National Stock Exchange of India Ltd. 
Exchange Plaza, Block G, C I, 
Bandra Kurla Complex, 
G Block BKC, Banra Kurla Complex, 
Bandra East, Mumbai, 
Maharashtra - 400051 . 

3. National Securities Depository Ltd. 
Trade World, A Wing, 4th Floor, 
Kamala Mills Compound, 
Lower Parel, Mumbai - 400 013. 

4. DaImia Bharat Group 
(Dalmia Bharat Limited) 
Dalmiapuram, Thiruchirapalli 
Tamil Nadu-621651. 

5. Allied Financial Services Pvt. Ltd. 
Flat No. 1206, It" Floor, 
Vijaya Building, 17 Barakhamaba Road, 
New Delhi-I 10 001. 

6. Mr. Awanish Kumar Mishra 
Flat No.IS07, Mahagun Maple, 
Sector SO, Noida - 201301. : 
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7. Money Mishra Financial Services 
Flat No.IS07, Mahagun Maple, 
Sector 50, Noida - 201301. 

S. Money Mishra Overseas Pvt. Ltd. 
C-l/32, 3ed Floor, Old Village Jasola 
Okhla, New Delhi - 110025. 

9. IL&FS Securities Services Ltd. 
IL&FS House, Raheja Vihar, 
Chandivili, Andheri (East), 
Murnbai -400072 Maharashtra . . . Respondents 

Mr. Kevic Setalvad, Senior Advocate with Mr. L.S. Shetty, Ms. 
Sanika Lalit and Mr. Arney Kulkarni, Advocates iIb. Shetty 
Malhotra & Associates for the Appellants. 

Mr. Mustafa Doctor, Senior Advocate with Mr. Mihir Mody 
and Mr. Sushant Yadav, Advocate iIb. K. Ashar & Co. for the 
Respondent No. 1. 
Mr. Sachin Chandarana, Advocate with Mr. Rashid Boatwalla, 
Mr. Rahul Jain and Mr. Pruthvi, Advocates iIb. Manilal Kher 
Ambalal & Co. for the Respondent no.2. 
Mr. Vikrarn Nankani, Senior Advocate with Mr. Pulkit 
Sukhramani and Ms. Stuti Shab, Advocates iIb. J. Sagar & 
Associates for the Respondent no.3. 
Mr. Sornasekhar Sundaresan, Advocate with Mr. Tornu Francis, 
Mr. Manish Chhangani and Mr. Arka Saba, Advocates iIb. 
Khaitan & Co. for the Respondent no.4. 
Mr. Robin Shah, Advocate for the Respondent nos.5 to S. 
Mr. Piyush Raheja, Advocate with Ms. Shruti Rajan, Ms. 
Garima Joshi, Mr. Aditya Sikha, Mr. Rushin Kapadia, 
Advocates iIb. Cyril Amarchand Mangaldas for the Respondent 
no.9. 

With 
Appeal No.260 of 2019 
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Novjoy Emporium Private Limit~d:' '. 
2. Rupchand Mukherjee Lane, .; ': . . \ 
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Versus 

1. Securities and Exchange Board of India 
SEBI Bhawan, Plot No.C4-A, 
'G' Block, Bandra Kurla Complex, 
Bandra (E), Mumbai 400051. 

2. IL&FS Securities Services Ltd. 
IL&FS House, Raheja Vihar, 
Chandivili, Andheri (East), 
Mumbai -400072 Maharashtra. 

3. Allied Financial Services Pvt. Ltd. 
304-305, Vikas Deep Laxmi. District 
Centre, Vikas Marg, New Delhi-II 0092. 

4. NSE Clearing Ltd. 
Exchange Plaza, Block G, C 1, 
Bandra Kurla Complex, 
Bandra East, Mumbai, 
Maharashtra - 400051. 

5. National Stock Exchange of India Ltd. 
Exchange Plaza, Block G, C 1, 
Bandra Kurla Complex, 
G Block BKC, Banra Kurla Complex, 
Bandra East, Mumbai, 
Maharashtra - 400051. 

6. Dalmia Cement (Bharat) Group 
11th & 12th Floor, Hansalaya Building, 
15, Barakhamba Road, 
New Delhi - 110001. 

7. National Securities Depository Ltd. 
Trade World, A Wing, 4th Floor, 
Kamala Mills Compound, 
Lower Parel, Mumbai - 400013. .. . Respondents 
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Mr. Kunal Katariya, Advocate with Mr. Kunal Kothary, 
Advocates iIb. Mr. Zerick Dastur, Advocates & Solicitors for 
the Appellant. 

Mr. Mustafa Doctor, Senior Advocate with Mr. Mihir Mody 
and Mr. Sushant Yadav, Advocate iIb. K. Ashar & Co. for the 
Respondent No.1. 
Mr. Piyush Raheja, Advocate with Ms. Shruti Rajan, Ms. 
Garima Joshi, Mr. Aditya Sikha, Mr. Rushin Kapadia, 
Advocates iIb. Cyril Amarchand Mangaldas for the Respondent 
no.2. 
Mr. Robin Shah, Advocate for the Respondent no.3. 
Mr. P.N. Modi, Senior Advocate with Mr. Nihar Mody, Mr. 
Ashish Prasad, Mr. Abhiraj Arora, Mr. Vivek Shah, Advocates 
iIb. ELP for the Respondent no.4. 
Mr. Sachin Chandarana, Advocate with Mr. Rashid Boatwalla, 
Mr. Rahul Jain and Mr. Pruthvi, Advocates iIb. Manilal Kher 
Ambalal & Co. for the Respondent no.5. 
Mr. Somasekhar Sundaresan, Advocate with Mr. Tomu Francis, 
Mr. Manish Chhangani and Mr. Arka Saha, Advocates i/b. 
Khaitan & Co. for the Respondent no.6 . 
Mr. Pulkit Sukhramani and Ms. Stuti Shah, Advocates i/b. J. 
Sagar & Associates for the Respondent no.? 

With 
Appeal No.261 of 2019 

Dalmia Cement (Bharat) Group 
11 th & 12th Floor, Hansalaya Building, 
15, Barakhamba Road, 
New Delhi - 110001. 

Versus 

1. Securities and Exchange Board of India 
SEBI Bhawan, Plot No.C4-A, 
'G' Block, Bandra Kurla Complex, 
Bandra (E), Mumbai 400051. 

2. IL&FS Securities Services Ltd. 
IL&FS House, Raheja Vihar, 
Chandivili, Andheri (East), 

..... Appellant 
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Mumbai -400072 Maharashtra. 

3. Allied Financial Services Pvt. Ltd. 
304-305, Vikas Deep Laxmi, District 
Center, Vikas Marg, New Delhi- 110092. 

4. NSE Clearing Ltd. 
Exchange Plaza, Block G, C 1, 
Bandra Kurla Complex, 
Bandra East, Mumbai, 
Maharashtra - 400051. 

5. National Stock Exchange of India Ltd. 
Exchange Plaza, Block G, C 1, 
Bandra Kurla Complex, 
G Block BKC, Banra Kurla Complex, 
Bandra East, Mumbai, 
Maharashtra - 400051. 

6. Novjoy Emporium Private Limited 
2, Rupchand Mukherjee Lane, 
Kolkata - 70oo2S. 

7. National Securities Depository Ltd. 
Trade World, A Wing, 4th Floor, 
Kamala Mills Compound, 
Lower Parel, Mumbai - 400013. . .. Respondents 

Mr. Somasekhar Sundaresan, Advocate with Mr. Tomu Francis, 
Mr. Manish Chhangani and Mr. Atka Saha, Adv~ates i/b. 
Khaitan & Co. for the Appellant. 

Mr. Mustafa Doctor, Senior Advocate with Mr. Mihir Mody 
and Mr. Sushant Yadav, Advocate iIb. K. Ashar & Co. for the 
Respondent No.1. 
Mr. Piyush Raheja, Advocate with Ms. Shruti Rajan, Ms. 
Garima Joshi, Mr. Aditya Sikha, Mr. Rushin Kapadia, 
Advocates ilb. Cyril Amarchand Mangaldas for the Respondent 
no.2. 
Mr. Robin Shah, Advocate for the Respondent no.3. 
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Mr. P.N. Modi, Senior Advocate with Mr. Nihar Mody, Mr. 
Ashish Prasad, Mr. Abhiraj Arora, Mr. Vivek Shah, Advocates 
iIb. ELP for the Respondent no.4. 
Mr. Sachin Chandarana, Advocate with Mr. Rashid Boatwalla, 
Mr. Rahul Jain and Mr. Pruthvi, Advocates iIb. Manilal Kher 
Ambalal & Co. for the Respondent no.5. 
Mr. Kunal Katariya, Advocate with Mr. Kunal Kothary, 
Advocates iIb. Mr. Zerick Dastur, Advocates & Solicitors for 
the Respondent no.6. 
Mr. Pulkit Sukhramani and Ms. Stuti Shah, Advocates ilb. J. 
Sagar & Associates for the Respondent no.7. 

CORAM: Justice Tarun Agarwala, Presiding Officer 
Dr. C.K.G. Nair, Member 
Justice M.T. Joshi, Judicial Member 

Per: Justice Tarun Agarwala 

1. This group of appeals are connected with each other in 

one way or the other and revolves around an issue with regard 

to an annulment of a trade. Thus all these appeals are being 

decided together. 

2. We have heard the learned senior counsel for the parties at 

some length. 

3. IL&FS Securities Services Limited (hereinafter referred 

to as 'ISSL') is a clearing member empanelled with NSE 

Clearing Limited (hereinafter referred to as 'NCL'). ISSL 

entered into a 'Clearing Member-Trading Member Agreement' 

dated 14th November, 2017 with Allied Financial Services 

Private Limited (hereinafter referred to as 'Allied') as a result 

I' 
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of which, ISSL acted as a clearing member for Allied on the 

F&O Segment of NCL. Under this agreement Allied was 

obligated to place the margin with ISSL. In case of non-

payment of margins, ISSL as a clearing member was entitled 

to close out/liquidate open positions or disable trading facility 

of the trading member. 

4. On 26th and 27th December, 2018, Allied sold NIFTY 

options contract on the F&O Segment of National Stock 

Exchange of India Ltd. (refelTed to hereinafter as 'NSE') which 

was to expire on 28th March, 2019 and 27th June. 2019 on the 

basis of mutual fund units that were placed as collateral by 

Allied to ISSL. These NIFTY option contracts were purchased 

by investors on NSE and Allied received an upfront premium 

of around Rs.380 crore from ISSL. 

5. The NIFTY options contract which has now expired on 

27th June, 2019 is the subject matter of the present appeal of 

ISSL wherein the appellant has prayed for annulment of the 

trades. ISSL filed an application dated 20th March, 2019 before 

SEBI praying that it has become a victim of fraud perpetrated 

by Allied and, therefore, SEBI should protect the interest of the 

appellant. It was contended that the oRtiQ~tract entered 
;f'~~ 

into by Allied were based on frau~b.tly-~q~d collaterals ,'I/!?/ ' .\ \ I., \\ 
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which was not in the interest of the securities market and, 

therefore, the trades made by Allied should be annulled. 

6. Securities and Exchange Board of India (hereinafter 

referred to as 'SEBI') passed an ex-parte interim order dated 

27 th February, 2019 against Allied and other noticees and 

rejected the contention of ISSL that it had no locus standi to 

apply for modification of the ex-parte interim ' order. SEBI 

further held in its order of 29th March, 2019 that the appropriate 

authority for annulment of the trade was the Stock Exchange in 

terms of SEBI circular dated 16th July, 2016. 

7. ISSL being aggrieved by the said order filed Appeal 

no.138 of 2019 which was disposed of by the Tribunal's order 

dated 15th May, 2019 directing ISSL to move an appropriate 

application under Clause 5 of Chapter VII of the Bye Laws of 

NCL for annulment of trades. This Tribunal directed that if 

such an application was filed, the Clearing Corporation would 

decide the matter at the earliest after hearing the parties. 

8. The Clearing Corporation NCL by an order dated 24th 

June, 2019 rejected the application of ISSL for annulment of 

trade on the ground that appropriate orders can only be passed 

after investigation on all allegations of fraud is completed by '-. " ",:" 
"-

SEBI and Economic Offence ~~g: ·(hereinafter.'re\erred to as 
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'EOW'). The Clearing Corporation was of the view that it is 

not an appropriate case where NCL should start a parallel 

investigation and exercise its powers under Clause 5 of Chapter 

vn of the Bye Laws of NCL or pass any interim order. 

9. Against the order of the Tribunal dated 151h May, 2019, 

ISSL filed a Special Leave Petition before the Supreme Court 

of India which was disposed of by an order dated 261h June, 

2019 directing ISSL to file an appropriate appeal/petition 

before the appropriate forum questioning the veracity and 

legality of the order dated 241h June, 2019 passed by the 

Clearing Corporation. Based on the aforesaid direction, ISSL 

has filed the present appeal. 

10. Appeal no.257 of 2019 Keshav Prasad Misra and 43 

others have filed the appeal praying for a variety of reliefs, and 

one of them is, that NIFTY contract which was expiring on 27
1h 

June, 2019 should be annulled. The said appellants contended 

that they are innocent investors and victims of fraud 

perpetuated by Allied and that Allied have illegally diverted 

their investments for fraudulent trades. It was contended that 

the appellants had invested in monies in MIs. Allied Financial 

Services Private Limited which was transferred 'iUegally by one 
" 

Awanish Kumar Misra into his ' own firm Money Misra 
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Financial Services Ltd. which in tum were used in creating 

assets in pool account or were transferred to other entities by 

Awanish Kumar Misra. It was contended that the appellants 

individually sent emails during the period 12th May, 2019 to 

17th May, 2019 and requested for a personal hearing but the 

same was not granted. Instead SEBI issued a confirmatory 

order dated 17th May, 2019. The complainant had again sent 

email on 2nd June, 2019 and 3rd June, 2019 requesting for 

annulment of the alleged trades and also lodged a formal 

complaint thereafter. Since no action was taken by SEB1 nor 

there was any opportunity of hearing was granted the present 

appeal was filed praying for annulment of trades and further 

directed SEBI to pass appropriate orders on their complaints. 

11. Navjoy Emporium Private Limited has filed Appeal 

Lodging No.353 of 2019 questioning the validity of the order 

dated 20th June, 2019 wherein SEBI modified the ex parte 

interim order dated 27th February, 2019 which was 

subsequently confll'med on 17th May, 2019. The said appellant 

contends that they had opened a demat account with Allied and, 

without their authorization, certain units of mutual funds from 

their demat account was debited and was credited to another 

account. The appellant alleged that Awanish Kumar Misra who 

\ , 
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was the Managing Director of Allied had illegally transferred 

its mutual fund units and placed as collateral for the NIFTY 

option trades. The appellant made a formal complaint to SEB! 

on 31 s1 December, 2019 praying that the units which were 

transferred illegally to ISSL by Allied should be restored to 

their demat account. Further, a complaint was made to SEB! 

on 2151 January, 2019 requesting that a personal hearing be 

granted. Emails dated 30th January, 2019 and 4th February, 

2019 was sent seeking return of their securities. Since no 

action was taken nor any opportunity of hearing was given at 

the time of passing the exparte interim order by SEBI on 27th 

February, 2019 nor any opportunity was given to them by SEB! 

when the exparte interim order was confirmed on 17th May, 

2019 nor any opportunity was given to the appellant when 

SEBI passed an order dated 20th June, 2019 modifying its 

earlier orders, the appellant has approached this Tribunal 

praying that they are vitally affected by the order dated 20th 

June, 2019 and, therefore, the said order should be set aside. 

10. Dalmia Cement (Bharat) Limited has filed Appeal 

Lodging No.358 of 2019. Dalmia cement also alleged that 

certain shares and units kept in their de mat account was 

illegally transferred by Allied to ISSL. Complaints were made 

. ... \ - ' .' .-. ' . .. ", ' 
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to SEBI as well as to EOW. SEBI did not act on their 

complaint. On the other hand EOW passed an order directing 

ISSL not to deal with the securities till further orders. 

12. This appellant (Dalmia) contends that SEBI should have 

protected their interest while passing the exparte order and 

confmnatory order and should have heard them before 

modifying the confrrmatory order. It was contended that since 

they are affected parties, the appellants have a right to be heard 

and since they were not given as appropriate hearing the order 

of 20th June, 2019 modifying the confirmatory order on the 

application of ISSL was in violation of the principles of natural 

justice. 

13. One of the counterparties to the option contract, namely 

CIT! Bank has requested that they may be heard. Though no 

impleadment application was filed, we, permitted the learned 

senior counsel Shri Dwarkadas to make his submissions. 

14. Various submissions were made by the learned senior 

counsel for ISSL, SEBI and others and we proceed to decide 

this matter. 

15. An objection was raised by the learned Senior Counsel for 

SEBI namely, that the present appeal J!l~d~!, ISSL is not 

maintainable inasmuch as no appeal lies under Section 23L of 

:j 
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the Securities Contract (Regulation) Act, 1956 (hereinafter 

referred to as SCRA Act) against an order passed by the NCL. 

In this regard, we have heard the learned counsels for the 

parties at some length. 

16. The appeal has been filed under Section 23L of the 

SCRA Act. For facility, the said provision is extracted 

hereunder:-

"23L. Appeal to Securities Appellate Tribunal.-
(1) Any person aggrieved, by the order or decision of the 
recognized stock exchange or the adjudicating officer or 
any order made by the Securities and Exchange Board of 
India under section 4B, may prefer an appeal before the 
Securities Appellate Tribunal and the provisions of 
sections 22B, 22C, 22D and 22E of this Act, shall apply, 
as far as may be, to such appeals. 
(2) Every appeal under sub-section (1) shall be filed 
within a period of forty-five days from the date on which 
a copy of the order or decision is received by the 
appellant and it shall be in such form and be accompanied 
by such fee as may be prescribed: Provided that the 
Securities Appellate Tribunal may entertain an appeal 
after the expiry of the said period of forty-five days if it is 
satisfied that there was sufficient cause for not filing it 
within that period. 
(3) On receipt of an appeal under sub-section (1), the 
Securities Appellate Tribunal may, after giving the parties 
to the appeal, an opportunity of being heard, pass such 
orders thereon as it thinks fit, confirming, modifying or 
setting aside the order appealed against. 
(4) The Securities Appellate Tribunal shall send a copy of 
every order made by it to the parties to the appeal and to 
the concerned adjudicating officer. 
(5) The appeal filed before the Securities Appellate 
Tribunal under sub-section (l)-sliiill'beAealt with by it as 
expeditiously as possible a.ricJ endeavour shall be made by 
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it to dispose of the appeal finally within six months from 
the date of receipt of the appeal." 

From a perusal of the aforesaid it is clear that, an appeal can be 

filed against an order or decision of a recognized stock 

exchange or the Adjudicating Officer or any order made by 

SEBI. 

17. Section 2(1) defines stock exchange as under:-

"0) "stock exchange" means-
(a) any body of individuals, whether incorporated or 
not, constituted before corporatisation and 
demutualisation under sections 4-A and 4-B, or 
(b) a body corporate incorporated under the 
Companies Act, 1956 (1 of 1956), whether under a 
scheme of corporatisation and demutualisation or 
otherwise, 

for the purpose of assisting, regulating or controlling the 
business of buying, selling or dealing in securities." 

The purpose of a stock exchange is to assist, regulate or control 

the business of buying, selling or dealing in securities. 

18. Section 2(f) defines recognized stock exchange as 
under:-

"recognised stock exchange" means a stock exchange 
which is for the time being recognised by the Central 
Government under section 4." 

19. Section 4 of the Act gives power to the Central 

Government to recognize a stock exchange. Such recognition 

is required to be published in the Gazette of India and in the 

Official Gazette of the State under S¢~)~"f'th~ Act. 
I .,'~. ,. 0. . 

I 



20. From the aforesaid it is clear that, any decision made by a 

stock exchange which is recognized under Section 4 by the 

Central Government is appealable under Section 23L of the 

Act. 

21. Section 8-A was inserted in the Act by Act 1 of 2005 

with effect from 12110/2004. The said provision is extracted 

hereunder:-

"SA. Clearing corporation.-
(1) A recognized stock exchange may, with the prior 
approval of the Securities and Exchange Board of India, 
transfer the duties and functions of a clearing house to a 
clearing corporation, being a company incorporated under 
the Companies Act, 1956 (1 of 1956), for the purpose 
of-
(a) the periodical settlement of contracts and differences 
thereunder; 
(b) the delivery of, and payment for, securities; 
(c) any other matter incidental to, or connected with, such 
transfer. 

(2) Every clearing corporation shall, for the purpose of 
transfer of the duties and functions of a clearing house to 
a clearing corporation referred to in sub-section (1), make 
bye-laws and submit the same to the Securities and 
Exchange Board of India for its approval. 

(3) The Securities and Exchange Board of India may, on 
being satisfied that it is in the interest of the trade and also 
in the public interest to transfer the duties and functions of 
a clearing house to a clearing corporation, grant approval 
to the bye-laws submitted to it under sub-section (2) and 
approve the transfer of the duties and functions of a 
clearing house to a clearing, f:oq;oiitioo referred to in 
sub-section (1). / -::" :' . 
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(4) The provisions of sections 4, 5, 6, 7, 8, 9, 10, II and 
12 shall, as far as may be, apply to a clearing corporation 
referred to in sub-section (1) as they apply in relation to a 
recognized stock exchange." 

From the aforesaid it is clear that, some of the duties and 

functions of a recognized stock exchange as a clearing house 

namely, the periodical settlement of contracts and differences 

thereunder, delivery of, and payment for, securities, and any 

other matter incidental to, or connected with was transferred to 

a clearing corporation. Sub-Section (4) of Section 8-A provides 

that the provisions of Sections 4, 5, 6, 7, 8, 9, 10, 11 and 12 of 

the Act will apply to a clearing corporation as it applies to a 

recognized stock exchange. 

22. Pursuant thereto, the NSE Clearing Limited (NCL) came 

into existence as a clearing corporation under Section 8-A of 

the SCRA Act by a notification dated 26th September, 2017. 

The SEBI renewed the recognition for a period of three years 

under Section 4 read with Section 8-A of the SCRA Act. As a 

result of this notification, NCL is a recognized clearing 

corporation under the SCRA Act. 

23. The limited question is, whether the respondent-NSE 
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a recognized stock exchange or not? We find that an order of 

the recognized stock exchange is appealable under Section 23L 

of the Act. Some of the duties and functions of a recognized 

stock exchange has been transferred to a clearing corporation 

namely, NSE Clearing Ltd. This clearing corporation has been 

recognized under Section 4 read with Section 8-A(4) which 

provision is to recognize a stock exchange. Thus if an order of 

a recognized stock exchange is appealable under Section 23L, 

the functions and duties of a recognized stock exchange which 

have been transferred to a clearing corporation would also be 

appealable under Section 23L. A clearing corporation cannot 

stand on a better footing or cannot stand outside the provisions 

of the SCRA Act especially when a superior body, namely, the 

recognized stock exchange's orders are appealable under 

Section 23L. 

24. In the light of the aforesaid, we hold that the appeal filed 

by the ISSL is appealable under Section 23L against a decision 

of the NCL. The objection raised by SEBI is, thus, rejected. 

25. ISSL has questioned the legality and validity of the order 

of NCL dated 24th June, 2019 whereby their application for 
.. . - ... , 

annulment of the trade was rejected. NCL V!as of the opinion 



that since parallel investigation in relation to fraud is being 

conducted by SEBI and EOW, the said corporation was not 

willing to start a parallel investigation. We find that the issue 

as to whether the trades have to be annulled on account of fraud 

has not as yet been decided by the clearing corporation on 

merits. 

26. In the appeal of Keshav Prasad Mishra and others, the 

said appellants have also complained before SEBI for annulling 

the trades and for return of their securities which have been 

illegally used by Allied. 

27. Similarly a complaint was made by Novjoy to SEBI that 

their securities have been illegally transferred by Allied to ISSL 

which needs to be returned. Similar, Dalmia and Novjoy are 

aggrieved by the modification of the confirmatory order dated 

17.5.2019 passed by SEBI. The confirmatory order relates to 

the prima facie fraudulent activities being found against Allied 

in relation to the utilization of shares and mutual funds of other 

entities. 

28. In the light of the aforesaid, we find that the NCL under 

its bye-laws can only hear an application for annulment of the 

trade by a clearing member, which NCL refused to do so on the 

application filed by ISSL on the ground that parallel 
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investigation of fraud is being conducted by SEBI and EOW. 

Further. the appellants Keshav Prasad Mishra and others. 

Novjoy and DaImia are not clearing members and thus cannot 

apply for annulment of a trade / deal under clause 5 of the Bye­

laws of the clearing corporation. 

29. We find that Section 11 and llB of the SEBI Act gives 

wide powers to the SEBI (Board) to protect the interest of 

investors in securities and to promote the development and 

regulate the securities market. Under Section 12A of the SeRA 

Act. SEBI (Board) has power to issue directions to any stock 

exchange, clearing corporation or an agency associated with the 

securities market. By our earlier Order dated 15/5/2019 in 

Appeal No.138 of 2019. IL&FS Securities Services Ltd. vs. 

SEBI and others. we held that SEBI has wide powers to 

consider the complaint with regard to an annulment of a trade. 

30. We had also held in the said order held that even where a 

person is affected either directly or indirectly. the said person 

would have a right to apply for modification of the order and if 

such a person applies for being heard for protection of its 

interest. SEBI could not deny the opportunity of being heard. 

In the light of the aforesaid. we find that Novjoy and Dalmia 

made a specific request to SEBI for being heard because of 



which they were kept outside the hearing room and were not 

heard leading to an order being passed by SEBl dated 

20.6.2019 modifying the conftrmatory order dated 17.5.2019. 

In our opinion, SEBI violated the principles of natural justice in 

denying Navjoy and Dalmia right to be heard inspite of specific 

directions given by this Tribunal in its order of 15/512019. 

31. We fmd that SEBI after considering the complaints of 

Dalmia and Novjoy and others, investigated the matter and 

passed an ex-parte interim order which was subsequently 

confirmed and thereafter modified. The assets of Allied have 

been frozen and Allied have been debarred from accessing the 

securities market. Such interim arrangement is not sufficient by 

itself as the appellants before us are making specific claims 

namely, for annulment of a trade / trades, for return of their 

securities which have been illegally transferred by Allied to 

ISSL. Such issues for return of the securities, for annulment of 

the trades are not being considered by any authority till today 

and these entity/entities are running around in circle. These 

questions are required to be addressed at the earliest. 

32. On the other hand, counter parties to the Nifty contracts 

and one such entity being Citi Bank has contended that a valid 
-- --~ ... -
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premium upfront to Allied and which is required to be 

honoured on the expiry of the Nifty Option contract on the 

F&O segment of NSE on 27/6/2019. It was urged that the 

delay in the squaring off the contract is not only putting the 

counter parties to a huge loss, but will also have a cascading 

effect downstream which the counter parties will have to settle 

with other parties. In addition to the aforesaid NCL contends 

that any annulment will deny the protection bought by the 

option buyers and will shake the confidence in the risk 

management products even though in the instant case, it is a 

small amount. 

33. Considering the aforesaid, we are of the opinion that a 

fraud, if any, should be crystalized and decided and should not 

percolate the entire securities market. Whether there has been a 

fraudulent transfer of mutual funds units by Allied to ISSL is a 

question which is required to be decided by some authority. 

Whether fraud has been perpetuated or whether a trade should 

be cancelled on a preponderance of probability that a fraud has 

been perpetuated, is again a question which is required to be 

decided by an authority. It is not appropriate for this Appellate 

Tribunal to go into the question at this stage. We are of the 

opinion that such matter is required to be decided by an 



authority. Since NCL has refused to decide the application for 

annulment of trade on the ground that parallel investigation is 

being conducted by SEBI, we dispose of all the aforesaid 

appeals with the following directions:-

(i) All the appellants will file an appropriate application 

for redressal of their grievances before SEBI by 81h 

July, 2019 annexing their earlier applications / 

complaints / emails and praying for specific relief / 

reliefs. 

(ii) Counter-parties like Citi Bank and similarly 

connected entities may appear before SEBI and 

place their objections, if they so desire. 

(iii) SEBI will consider all the complaints and 

applications and provide an opportunity of hearing 

to the appellants, to all interested parties and take a 

conscious decision by reasoned and speaking order; 

(iv) All the parties will appear before SEBI on 101h July, 

2019 at 3 p.m. on which date SEBI will hear and 

decide the matter, and if for some reason, the 

hearing is not concluded on that day, SEBI will hear 

the same on a day to day basis till it is concluded. 



SEBI would thereafter pass an order on or before 

17th July, 2019. 

(v) Since an interim direction had been granted by the 

3.7.2019 

Supreme Court of India by its order dated 

26.6.2019, we direct that the Nifty Option Contract 

on the F&O Segment of NSE which was to expire 

on 27 th June, 2019 will remain in abeyance till 22011 

July, 2019. 

Sd/-
Justice Tarun Agarwala 

Presiding Officer 

Sd/-
Dr. C. K. G. Nair 

Member 

Sd/-
Justice M.T. Joshi 
Judicial Member 

Prepared and compared by 
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ITEM NO.3 COURT NO.4 SECTION XVII 

SUP REM E C 0 U R T 0 FIN 0 I A 
RECORD OF PROCEEDINGS 

Civil Appeal NO(5).5194-6186/2819 

XL AND FS SECURITIES SERVICES lTD. 

VERSUS 

SECURITIES AND EXCHANGE BOARD OF INDIA & ORS. 

Appellant Is) 

Respondent Is) 

lIA No. 99539/2919-EXEMPTION FROM FILING CIC OF THE IMPUGNED 
JUDGMENT and IA No.99528/2919-APPROPRIA~ ORDERS/OIRECTIONS and IA 
No. 99576/2919-PERMISSION TO FILE ADDITIONAL 
DOCUMENTS/FACTS/ANNEXURES and IA No. 99577/2919-APPlICATION FOR 
PERMISSION) 

Oate : 26-SI-2919 These appeals were called on for hearing today. 

CORAM : 
HON'BlE MR. JUSTICE SANJIV KHANNA 
HON'BlE MR. JUSTICE B.R. GAVAI 

(VACATION BENCH) 

For Appellantls) 

For Respondent(s) 

Mr. K.V. Vishwanathan, sr. Adv. 
MS. Gauri Rasgotra, Adv. 
Ms. Shruti Rajan, Adv. 
Ms. Garima Joshi, Adv. 
Mr. Su.it Attri, AOR 
Mr. V1kash Kumar Jha, Adv. 
Mr. Aditya Sikka, Adv. 
MIS. Cyril Amarchand Mangaldas Aor, AOR 

R-1 Mr. Tushar Mehta, S6 

R-2 

R-3 

Mr. pratap venugopal, Adv. 
Ms. surekha Raman, Adv. 

Mr. Shekhar Naphada, Sr. Adv. 
Mr, Ashi,h Prasad, Adv. 
Mr. Abhiraj Arora, Adv. 
Mr. Rajesh J., Adv. 
Mr . M.P. Devanath, Adv. 
Mr. Mahfooz Ahsan Nazki, AOR 

Mr. Kapil Sibal, sr. Adv. 
Mr. Sahil Narang, Adv. 
Mr . Saransh Kumar, Adv. 

Mr. Bharat Sangal, Sr. Adv. 
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Mr. Rashid Bootwala, Adv. 
Ms . Babita Kushwaha, Adv. 
MS. Vidushi Garg, Adv. 
Mr. Kartik N., AOR 

MIS. Khattan & Co., AOR 

MIS. K J John And Co, AOR 

UPON hearing the counsel the Court made the following 
o R D E R 

The eppealS as well as I.A.No.91268/2819 is disposed of 

in terms of the signed order. 

Pending application(s), if any, stands disposed of. 

(ARJUN BISHT) 
COURT MASTER (SH) 

(signed order is placed on 

5 

(ANITA RANI AHUJA) 
COURT MASTER (NSH) 

the file) 



XTBH NO . Sl 
REYrSED 

COURT NO . 14 SECTXON XVU 

SUPREME COURT OF XNDIA 
Rl!lCORD OF PROCEEDINGS 

C1v11 Appeal Nol.). 5395-5398/2019 

SSCURITUS AND &XCIIIUIGil BOARD OF INDIA 

VERSUS 

IL AND I'S SSCURITISS SERVIC&S LTD. , ORS . 

IA No . 100'15/2019 - STAY APPLICATION) 
I.A . NO. 101969/2019-APPLlCATION I'OR IMPLBADMENT 
I.A. NO. 101973/2019-APPLlCATION I'OR DIRl!lCTIONIS) • 

Appellant I.) 

Respondent I.) 

Date : 15-07-2019 The.e matter. were called on ~or hear1n~ today . 

COIU\M: HON' BLI!l 1m. JUSTICIl MOHAN M. 8HANTANAGOUDAR 
HON'I!L& HR. JUSTICIl IIIUIJIV KHlINHA 

I'or Appellantl.) 

I'or RespondentIa) 

ViT -". -

Mr. Tu.har Mehta, SQ 
Mr. Arv1nd P. Datar , Sr. Ady. 
Kr. 1':& tap Venugopal, Adv . 
Ms. Sureltba Raman, Mv. 
Ma . V1ddussh1, Adv. 
H/S. K J John And Co, AOR 

Mr . It . V. Vishwana than , sa . AciY. 
Ms. Gaur! Ra.qoU&, Adv. 
Ma. Shrut;1 R&;an, Adv. 
Mr . sumt Attr1, AOR 
Mr. V1ka.h Kumar Jha, Ad" . 
M/S. eyr1l Amarchand Man9alda. Aor, AOR 

Dr . A.M. Singhvi, Sz. Ady. 
Mr. Aah1.h Pra.ad, Adv. 
Mr. Abhiraj A:ora, Adv . 
HI:'. Avin.sh Tripat.hi., My. 
Mr. R&;e.h J. Ady. 
Mr. HahEoos Abean Na.kJ., AOR 

Mr . Kunal Katar1ya, Ady. 
Mr. Kunal Kothary, Ady. 
Ma . PZ'at.ikaha Shazma, AOR 
Mr. Ank1t Acharya, Adv. 

Hz' . M •• raj lU.ahan !taul, Sr. Adv. 
Hz:. Bhazat Sanqa1, Sz-. Mv. 
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Hl:. NaguokaloU ltart:ik Uday, 
HI:. Rasbid. Boat W&11., Ady. 
Mao BatI! b Kiah"aha, Ady. 
MIl. VicluaJU. Guo;, My. 

Hl:. Itapi1 Siba1, Sr. My. 
Hl: • SaJU.1 Narang, My. 
Mr. Sa.:&Dllb Kumar, Ady. 
K/S. lUlaitoan' Co., ADR 

Hl:. lteshay Mohan, My. 
MI:. P: •• hant K\UD&%', Adv. 
Hl:. Smarhar Sinllh, ADR 

AOR 

Hl:. Ranjan Kumar Panday, ADR 
Hl:. Sandaep Biahlo, My. 
Hr. ShJ.khaJ: Sb:iv •• tava, Adv. 
Mr. Viabwana than lye:, Adv. 
Mr. Rahul. Kumar, Adv. 
Hl:. Anuj Tiwari, My. 

Mr. Sbyam Divan, Sr. Adv. 
Mr. Anuj Berl:Y, Adv. 
te. Mal.ak Bhatt, Adv. 
Mr. 1".8. Bha.:qava, Adv. 
Hl:. S. S. Shroff, ADR 
Ma. M. Saboo, Adv. 

U1»OH beaz:ing the coun •• 1 the couz:t macs. the fol1owin9 
ORDER 

Impl •• dment application is allowed. 

Lislo on 13.08.2019. 

Statement of objections, if any, may be filed, in the 

meantl.me. 

xnloerim ordar dalo.d 26.06.2019 on X.A. No. 91268/2019 in Civi1 

Appeal No. 5104-5105/2019 aha11 contoinue unU1 furtohar ordars. 

(ASBWANX ltUKAR) 
COURT KAS'rER (SS) 

2 

(R.S. NARAYANAN) 
COURT KAS'rER (NSS) 

: ,./' -



l:TEM NO.51 COURT NO.14 SECTJ:ON XVU 

SUPREME COURT OJ' l:NDl:A 
RECORD 01' PROCEEDmGS 

Ciyil Appeal Nola). 5395-5398/2019 

SECUlUTIES AND EXCHANGE BOARD OJ' moa Appel1antla) 

VERSUS 

IL AND FS SECURITIZS SDVICES LTD. , ORS. aeapon.wnt la) 

a No. 100615/2019 - STAY APPLl:CATl:ON) 
l:.A. NO. 101969/2019-APPLl:CATl:ON I'OR J:MPLEADMENT 
l:.A. NO. 101973/2019-APPLl:CATl:ON I'OR DJ:RECTIONIS). 

Date : 15-07~2019 The.e matters were called on ~or hearing today. 

CORAM: BON'BLE MR. JUSTICE MOHAN M. SHANTANAGOUDAR 
BON' BLZ MR . JUSTl:CI: SANJIV KIIAIIIIA 

I'or Appellantla) 

I'or a.spondentla) 

Mr. Tuabsr Mehta, SG 
Mr. Arvind P. Datar, Sr. My. 
Mr. Pratap Venugopal, My. 
Ms. Sur.kh. Raman, Adv. 
IU. Viclcl" •• hi, ActV'. 
M/S. K J John And Co, ADR 

Mr. K.V. Vishwanathan, SR. My. 
Ma. a.uri RaagotJ:a, Adv. 
Ma. Shruti Rajan, My. 
Mr. Sumit Attri, Aoa 
Mr. Vikaah Kumar Jha, My. 
M/S. Cyril Amarchand Mangaldaa An", AOR 

Dr. A.M. SinghYi, S". My. 
MJ:. Aahiah I'r ••• cl, Adv. 
Mr. Abhira:j Arora, Mv. 
HI:. AvJ.n •• h Trip. tbi, My. 
Mr. Rajeah J. My. 
HI:. Mah£ooz All.an Nazk:L, AOR 

Mr. Kuna1 Katariy., Adv. 
Mr. Kuna1 ltothary, Adv. 
Ma • Pra Uk.h. Sh&J:BLll, AOR 
Mr. Ankit Acharya, Mv. 

Mr. N_ra:j Kiahan Kaul, Sr. Mv. 
Mr. Bharat Sangal, Sr. Adv. 
Mr. Nagarkatti Kartik Uday, AOR 
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HI:. Rashid Boac Wal.1a, My. 
Ms. Bab! ta lU.ahwaha, My. 
MIl. Violu.M G&>:g, Mv. 

Hr. Kapil SiI>al, Sr. Mv. 
Hr. Sahil N&>:ang, Mv. 
Hz: • SarADah Kum.ar t My. 
M/S. lIhaitan & Co., AOR 

Hz:. lCe.hay Mohan, Mv. 
Hz:. Praahant. Kum.ar, Adv. 
Hr. Smarhar Singh, AOR 

Hr. Ranjan Itt.Ul1&r Pandey, AOR 
Hr. Sandeep Bbht, Mv. 
Hr. SMkhar Shriva.tava, Mv. 
Hz:. Viahwana than Iyer, Mv. 
Hr. Rahul ItWllllr, Mv. 
Hr. Anuj Tiwari, Mv. 

Hr. Shy_ Divan, Sr. Mv. 
Hz:. Anuj Barry, Ady. 
Mr. Malak Bhatt, AclY. 
MI:. P.S. Bharqaya, Ady. 
Mr. S. S. Shroff, AOa 
Ma. M. Sahoo, Adv. 

UPON hearinq the counsel the Court _ole the following 
ORDmR 

List on 13.08.2019. 

St.at....nt ot objact.iona, if any, may b. fi1ecl, in the 

Interim order dete<l 26.06.2019 on I.A. No. 91268/2019 in Civil 

Appeal No. 5194-5195/2019 .hall ccntinue until further order •. 

(ASBlfANI 1tIIMAR) 
COtJl\T MASTER (SH) 

4 

(R.B. NARAYANAN) 
COtJl\T MASTER (NBH) 
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Limitations and Disclaimers 

o limitations and disclaimers to the interim report 2.0: 

The interim report 2.0 ('report') issued is to be read in totality, and not in paris, and in conjunction with the relevant sections referred to in this document 

• The scope of the report was limited to areas mentioned in the section 'Il&FS Financial Services Limited: Context, Overview and Key financial highlights' I.e. extemal 
and intemallending area of IFIN. Note that the areas excludes review of the loans disbursed by IFIN and repaid under the facility 'Loans against Oernat shares' and 
'Loans against Preference shares' during the Review Period. 

Since this is a report, we have not taken any clarifications from the key representatives of IL&FS Financial Services limited ('IFIN') and have prepared it based on our 
understanding and assumptions. 

The observations stated in the report are pertaining to the samples selected basis on materiality and criticality of the transactions. 

While Grant Thornton India LLP ('Grant Thomton' or 'Firm' or 'us' or 'our' or 'we') have taken reasonable steps to corroborate the information obtained, we cannot 
guarantee its reliability or completeness. For these reasons, this report should be used for guidance purposes only. It should not form the sale basis for any decision as 
to a potential course of action without independent confirmation of its findings; nor should it be relied upon as preferred advice. 

All the amounts stated in the report are reported in Indian Rupees ('INR') and for simplicity purpose are represented in crores ('crs') unless slated otherwise. 

o Limitations and disclaimers to the scope of work and procedures performed by us: 

We have prepared this report based on the limited procedures performed during the period 05 February 2019 to 30 March 2019. 

The report issued by us is in accordance with the Engagement Letter dated 28 January 2019 ('EL') which is strictly confidential and for use by the Audit Committee of 
Infrastiucture Leasing & Financial Services('IL&FS') Group ('AC' or 'Client') for the purpose specified in the El. The report and other deliverables may not be used, 
reprod\l!:ed or circulated for any other purpose, whether in whole or in part. other than mentioned in the El. 

We h;YU relied on the information and explanations provided to us by the key representatives of the IL&FS Group and we have not independently verirled the same. 
Hence,,~ur ability to perform all the procedures depended on the nature and quality of the information and explanations provided to us by the key representatives of the 
IL&i=S~roup. Our observations stated in the report are limited 10 the documenlslinformation provided to us for our review. 
~~ 7J 
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Private anti contfdetttial 

Limitations and Disclaimers 

a Limitations and disclaimers to the public domain searches conducted bv us: 

• All the public domain searches conducted in the databases and search engines on the name of the individuals and entities have been performed to the best of our 
efforts. 

In India, information about individuals/entities is not captured and stored in an organized manner or a centralized database. The information is collated from third 
parties/various secondary information sources available in the public domain. Accordingly, the factual accuracy of such information cannot be guaranteed. We have 
referred to the information available on the public domain as on the date of the research and have presented information accordingly. II is to be noted that some of 
these databases are not updated regularly. 

Although the information may have been gathered from online public record information which is generally accepted to be accurate, we cannot guarantee its veracity; 
nor can we monitor the speed with which these public record sources update their records. In undertaking the public record research and information gathering on this 
Engagement, we have identified information currenlly available. We may not have identified information previously filed on but subsequenlly removed from the public 
record prior to this date nor will we have identified information subsequenlly filed on those data sources after this period in which our work has been completed. In 
undertaking the public domain searches and information gathering. efforts were made 10 identify information currently available. 

a General limitations and disclaimers to the report: 

• The scope of our services does not constitute an audit conducted in accordance with generally accepted auditing standards, or an examination of internal 
controls/procedures or other allestation or review services or services to perform agreed-upon procedures In accordance with standards established by the Institute of 

_. __ c - .• _, Chartered Accountants of India. The services also do not involve the expression of any opinion or any other form of assurance, concerning any mailers as a result of 
/', .~ the performance of our services. . 

]( "~ 
' ... Ni)..represenlation or warranty, whether express or implied. Is given by us with regard to our review or scope of work. Where Ihis report is provided 10 someone not :\ ~l\ved as per the EL. we accept no liability (including negligence) to anyone in connection with it. 

~~ ~ 
i~ ork does not make any representation regarding questions of legal interpretation and cannot render legal advice. The Client should consult with its allomeys with 
ir clIo any legal mailers or items thaI require legal interpretation including Indian laws, rules or regulations. 

, """" .~.i.lb" services and our report are not intended to be, and shall not be construed to be, investment advice or legal. tax or accounting advice. 
"",- . -':/~0j 
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Background, Context, Objectives and Scope of work 

Background about IL&FS Group 

IL&FS Group is an Indian illf .. .,,1ructure development and finance company which was founded in 1987 with equity from Central Bank of India ('CBI'), Unit Trust of India 
('UT!') and Housing Development Finance Corporation Limited ('HDFC') to fund infrastructure projects. Its central mandate is catalyzing the development of innovative, 
wortd-cJass infrastructure in India. IL&FS Limited is a core investment company and serves as the holding company of IL&FS Group. 

• IL&FS has institutional shareholders including Life Insurance Corporation of India ('UC'), ORIX Corporation of Japan ('OR IX') and Abu Dhabi Investment Authority 
('ADIA') and State Bank of Inala ('SBI'). As per the published financial statement of IL&FS Limited as on 31 March 2018, LlC and OR IX are the largest shareholders in 
IL&FS Group with their shareholding at 25.34 % and 23.54%, respeclively. The other prominent stakeholders include ADIA (12.56%), HDFC (9.02%), CBI (7.67%) and 
SBI (6.42%). As on 31 March 2018, IL&FS Group operates with at least 24 direct subsidiaries, 135 indirect subsidiaries, six joint ventures and four associate 
companies and has a debt of approximately INR 91,000 crs. 

Key areas of the Balance sheet of Consofidated Financial Statement of IL&FS Group as on 31 March 2018: 

1 .. Pi~er assets include receivables against service concession arrangements, goodwill on consolidations, deferred tax assets, other non-current assets, trade 
• • receivables, other curtenI assets. 

" I 

2 . . pther liabilities include long term provisions, trade payables, other current liabilities, short term provisions. 

1 CZOIQ Grant Thomlon InIia UP. NJ rights reserved. o GtantThomton I An""""' ....... h· \ 
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Background, Context, Objectives and Scope of work 

Context of the special audit 

As per media reports, the IL&FS Group, which has over approximately INR 91,000 crs in debt and is facing a severe liquidity crisis. During the period July 2018 to 
September 2018, two of the subsidiaries of the IL&FS Group reported having trouble in paying back loans and inter-corporate deposits to Banks /Lenders. In July 2018, 
the road arm of IL&FS was facing difficulty in making repayments due on its bonds. Further, in early September 2018, one of the subsidiaries of the IL&FS Group was 
unable 10 repay a short-term loan of INR 1,000 crores laken from Small Industries Development Bank of India (,SIOBI'). Also, certain group companies have defaulted 
in repayments of various short and long-term deposits, inter-corporate deposits, and commercial papers. 

Based on the directions issued by the Honourable National Company Law Tribunal - Mumbai (,NCLT) on 01 October 2018, a new Board of Oiredors ('BoO') was 
reconstituted under the chairmanship of Mr. Uday Kolak. 

Given the backdrop, the reconstituted Audit Committee of IL&FS Group on behalf of the BoO appointed Grant Thornton India LLP via. Engagement letter dated 28 
January 2019 to conduct a special audit for all high-value transactions undertaken by IL&FS Limited and few of its group companies for the period commencing from 01 
April 2013 to 30 September2018 ('Review Period') . 
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Background, Context, Objectives and Scope of work 

Objectives of the special audit 

Based on the EL, the objectives of the assignment as approved by the Audit Committee was as follows: 

Identify siphoning and/or misuse of funds, suspect transactions and fraudulent transactions; and 

Further, if siphoning andlor misuse of funds, suspect transactions and fraudulent transactions are identified then: 

1, Identify the modus operandi; 

2. Identify and fix the responsibility; and 

3. Quantify the financial loss suffered, 

.. . .. 
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Privata and c:ooIid,ntlal 

Procedures Performed 

In order to achieve the objectives agreed in the EL, following were the indicative work procedures perfonned for the special audit 

o Gathering information and discussions with the kev representatives of IL&FS Group: 

We conducted in-depth discussions with the key representatives of the IL&FS Group to under,;tanil and obtain details with regards to the Group as well as its 
operations. Further, we understood in detail the context of the special audit and the key areas of concern in the IL&FS Group. 

Based on the documentation and understanding obtained from the Client and key representatives of the IL&FS Group, we identified and obtained the information 
relevant to meet the objectives of the speciat audit 

o Forensic data analytical procedures: 

We conducted forensic data analytical procedures on the information provided in order to identify the unusual trends and patterns and discrepancies/exceptions. 

o Transactions testing: 

Based on the identified unusual trends and patterns and discrepancies/exceptions, we requested for the supporting documentation of the unusual transactions and 
conducted a thorough review of the same. 

o Public domain searches: 

....."., JI!;Ised on the information received and anomalies identified. we conducted desktop and public domain searches in order to identify any adverse or conflicting 
infOrmation. Further, we also conducted social media and other checks to identify potentially related parties/potential linkages between the key entitieslindividuals 
identified and key managerial personnel. 

'\ 

o RepOrti~q: 
\ 

Based <;J~ the observations noted from various procedures stated above, a report summarizing the findings follows . . . 
I 
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Overview about IL&FS Financial Services Limited 

Context and Background of IFIN 

Context of focusing on IFIN: Lending to the external parties: 

• Based on discussions with the managementteamlmembers of the Board of IL&FS Group, it was agreed that IFIN would be the first entity that will be reviewed as a 
part of the special audit Further, it was also agreed that the focus would be on the lending business (intemal as well as extemal) of IFIN for the Review Period. 

Overview of IFIN: 

IFIN was initially incorporated as IL&FS Asset Management Company ('AMC') in 1995. After IL&FS Group sold the AMC business to UTI in 2004, the company 
obtained a Non-Banking Finance Company ('NBFC') license in 2005 and renamed it as IL&FS Finvest Limited. 

In line with the overall strategy of the Group to create distinct verticals for each business, the banking team from IL&FS Limited and the syndication team from IL&FS 
Investsmart Limited were integrated under IL&FS Finvest Limited and subsequently the name of the integrated entity was changed to IL&FS Financial Services Limited. 

IFIN commenced its new business activities in October 2006, in the various business lines like asset and structured finance business, syndication business, and 
corporate and project advisory business. IFIN is now one of India's leading NBFC providing a wide range of financial and advisory solutions under one umbrella. IFIN 
speciaraes in infrastructure financing transactions, with a combination of Investment Banking skill sets comprising of Debt Syndication, Corporate advisory and lending 
capabilities. 

IFIN has also established its international presence through its wholly owned subsidiaries IL&FS Global Financial Services Private Limited at Singapore. IL&FS Global 
Financial Services (UK) Limited at London and IL&FS Global Financial Services (ME) Limited at Dubai and IL&FS Global Financial Services HK Ltd - Hong Kong. 

IFIN is a 100% subsidiary of Infrastructure Leasing and Financial Services Limited and a Systemically Important Non-Deposit Taking NBFC as per RBI regulations. 
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Overview about IL&FS Financial Services Limited 

Key highlights of IFIN 

o Key areas of IFIN Balance Sheet as on 31 March 2018: 

Notes: 

1. Other Assets include fixed assets, deferred tax assets, trade receivables, cash and bank balances, other non-current and cunent assets. 

2. Other Liabilities include long term liabilities and provisions, trade payables, other current liabilities, short term provisions. 

3. Loans and advances include advance payment of taxes, capital advances, advances towards investments, deposits, margin money, prepaid expenses, and other 
advances. 

~. \//' '~",; ',' 
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Overview about IL&FS Financial Services Limited 

Key highlights of IFIN 

o Loans given by IFIN (lending) as on 31 March 2018: 

o Summary of loans disbursed and repaid during the Review Period': 

Note: The above table excludes loans disbursed and repaid by IFIN under facility 'Loans against Demat shares' and 'Loans against Preference shares' during the 
Review Period, 
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Overview about IL&FS Financial Services Limited 

Key highlights of IFIN 

CJ Board of Directors of IF IN for the period April 2013 to March 2018: 

CJ Committee of Directors ('CoD') of IFIN for the period Apnl 2013 to March 2018: 

'.~ 
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Approach and methodology 

We followed the below-mentioned approach and methodology to carry out a focused review of loans lent by IFIN for the Review Period: 

o Gathering information and detailed discussions: 

We conducted detailed discussions with the Asset & Structured Finance team rASP), Treasury team, and the Credit Risk Management Group ('CRMG') of IFIN to 
understand the policies, procedures and practices in the area of lending of IFIN. 

Based on our discussions, we identified and obtained details of lending by IFIN during the Review Period. Further, we also identified lending made to extemal parties 
as weH as group companies of Il&FS. 

Based on our discussions, we identified the following relevant information/documentation (such as but not limited to) required in order to conduct the special audit: 

I. Credit Approval Memorandums ('CAM'); 

2. Minutes of meetings, Process Narratives, Internal audit reports, Reserve Bank of India ('RBr) inspection reports, whistleblower letters, etc; 

3. loan classification files highlighting details of coliateraVsecurities pledged against each loan sanctioned during the Review Period; 

4. Statements of the bank accounts along with reconcifiation statements and bank book for the Review Period; 

5. Monthly ageing reports of the borrowers for the Review Period; and 

6. Bank statements of the borrowers (wherever available and provided to us for our review). 

o Selection of Samples: Sampling of lending was done as follows: 
", 

During 'our review, it was noted that the loan outstanding to external as well as group companies as on 30 September 2018 amounted to INR 14,004 crores. 
I 
• 1. Write;affs: We identified and selected all the instances where for certain borrowers amounts due were written off in the books of accounts during the Review Period. 

\ ' ';: 
"" '~ ,---,,:- -

2. Provfsions: We identified instances where provisions were made in the borrowers' accounts and selected all the instances where the provisions made were more 
than 50% olthe dues outstanding olthe borrower during the Review Period. 
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Approach and methodology 

o (Conrd) Selection of Samples: Sampling of lending was done as foHows: 

3. High Disbursements: We identified and selected instances where disbursements made to the borrowers during the Review Period were more than INR 100 crores. 

4. Other cases: We identified and selected further samples based on potential discrepancies/anomalies noted during our initial review stage. 

o Based on our understanding of !he flow of funds provided to the borrowers i.e. from the source of funds which was lent and to its potential end use by borrowers. 
following are the indicative work procedures performed: 

Source of lending: 

1. Based on discussions with the Treasury and ASF team, we understood that in the majority of instances, funds were borrowed from the financial institutions and lent 
to the borrowers. 

2. For the samples selected, we identified the source of funds which were lent to the borrowers in order to ascertain if the facility availed from the financial institutions 
was utilized appropriately - for example, aspects like if short tenn loan availed from the rlnancial institutions was utilized for long term lending purposes, etc. were 
checked. 

lending to the borrowers: 

1. We reviewed the policies and process around the lending business of IFIN. Further, we also reviewed the approval workflow of 'Approval Memorandum' 
(CreditlDebenture Approval Memorandums) before sanctioning a loan facifity. 

2. We reviewed the collateraVsecurity master for loans advanced to the borrowers in order to ascertain if the security against loans is adequate or not. 

3. We tried to identify unusual patterns in the yield charged to borrowers and tried to compare it with the cost of borrowing for the loans facility availed during the 
Review Period. 

4. We reviewed Credit Approval Memorandum ('CAM') for the samples selected. CAM is a document which provides the details with regards to the credit screening 
prdcess undertaken to evaluate the prospective borrower's creditworthiness. It also highlights the basic details of the deal along with risk and mitigations factors 
k!E.ntified by the dedicated reviewers and approvers of IFIN. There are two forms of CAM - Manual CAMs and Electronic ('System') CAMs . . / 
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Approach and methodology 

Lending to the borrowers: 

5. Based on our discussions with the ASF team, we were given an understanding that in order to expedite the lending process, Manual CAMs were prepared first which 
were reviewed by the dedicated teams .. post which the same were recommended/approved by the Committee of Directors rCoD1. Further, the Manual CAMs were 
recorded in the ERP system generating a System CAM. Post-facto approvals were taken in the ERP from the dedicated teams (this process is known as 
'regularilation1. We compared both the CAMs i.e. manual CAMs and the system CAM in order to identify if there are any discrepancies between them. 

End-use by the borrowers: 

1. Based on the samples selected, we identified the Instances where bank statements of the borrowers were provided to us. For those cases, we reviewed the said 
bank statements and tracked the flow of funds post lending in order to ascertain the end uUlization of the funds disbursed by IFIN. 

2. Cases where the bank statements of the borrowers were not available for our review, we extracted the financial statements as available in the pubtic domain and 
tried to ascertain to the extent possible the end use of funds - by correlating the fund flows in the balance sheeVcash flow statements and other disclosures as made 
in the financial statements. 

o Public domain searches: 

• Based on the potential discrepancies/anomalies identified during the above mentioned procedures, we conducted public domain searches in order to corroborate and 
identify any adverse or conflicting information. 

We also conducted public domain searches in order to identify any adverse news with regards to borrowers facing liquidity/financial stress. Further, we also tried to 
identify instances where the loans have been extended to the borrowers even when they were in financial stress. 

We conducted public domain searches on various regulatory databases in order to identify the charges created by the borrower on the assets pledged by them against 
the loan facility availed from IFIN. 

o The summarv of our observations is presented in Annexure 40 to the report. 
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Observations 

Loans indirectly provided to group companies of IL&FS via external parties 

[J Potential non-compliance with the RBI regulations: 

During our review of the inspection reports issued by the Reserve Bank of India ('RBI') 
for the FY 2014 to 2018, it was noted that there is a huge variation between the net 
owned funds (,NOF') as calculated by the RBI vis a vis the calculation done by IFIN 
which may result in the potential violation of Section 45-IA of the RBI Act by IFIN. 
(Refer Annexure 1) 

The reason for Ihe difference in the calculation of the NOF was as follows: 

1. As per the review of the IFIN board resolution passed in the year 2007, it was noted 
that IFIN calculated NOF considering the exposurenending to its subsidiary 
companies whereas as per the RBI inspection report for FY 2015 issued in the year 
2016, RBI had informed that NOF should be calculated including exposure/lending 
to all the IL&FS group companies and not only IFIN subsidiaries. Hence, as per RBI, 
the NOF of IFIN was negative for the FY 2014 to 2018. (Refer Annexure 2) 

NOF indirectly impacts the funds which IFIN can lend to its group companies and/or 
extemal parties. Hence, due to a difference in the calculation methodology, IFIN may 
have lent funds to its group companies in excess of the threshold as per the RBI 
regulation. As a result, RBI suggested that 'IFIN needs to run down its exposure to 
group companies' in the inspection report for the FY 2014 to 2018. 
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Observations 

Loans indirectly provided to group companies of IL&FS via external parties 

o RBI's advice to discontinue lending to group companies: During our review of the RBI inspection reports for FY 2016 issued on 1 November 2017, it was noted that RBI 
had advised IFIN to reduce its exposure to the group companies with no fresh lending to Ihem which impacted IFIN's ability to lend its group companies. This has also 
been highlighted in the RBI inspection report ofFY 2018 issued on 22 March 2019. (Refer Annexure 3) 

o Approach adopted to circumvent RBI advice: During our review, it was noted that post 1 November 2017, loans were lent to external parties which in tum transferred 
the loans to IL&FS group companies primarily IL&FS Transportation Networks Limited ('ITNL'). (Refer Annexure 4) 

Below diagram represents a pictorial presentation of our observation: 

~ IFIN - Lei1t 'INR-~320' crores I 
-- - -- --- -- --------

External Parties . -- - - - - - - ------ ~ - Gr-oup .<::.om pan les o~IL&FS .-= 

~ 

Hence, It appears that loans were routed through external parties 10 IL&FS group companies to circumvent the guidance provided in Ihe RBI inspection report. (Conl'd) 
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Observations 

Loans indirectly provided to group companies of IL&FS via external parties 

o Board and employees awareness of loans indirectly provided to group companies of IL&FS via extemal parties and process followed: 

• (Cont'd) During our review, it was noted in few instances that for providing such loans, a letter of assurance was sent by the respective IL&FS group company to IFIN 
stating that based on their assurance, loans should be lent to third parties. In the sample reviewed, the letters were signed by the former managing director of IL&FS 
Transportation Networks Limited, Mr K Ramchand. (Refer Annexure 5) 

• Further, for few instances, an intemal memorandum seems to have been prepared which stated that on the request of ITNL, loans should be sanctioned or disbursed 
to extemal parties highlighting the fact that these extemal parties will not be able to repay the loans and these loans can onty be repaid from the cash flows received 
from ITNL. These memos were addressed to and signed by the then managing director of IL&FS Transportation Networks Limited, Mr K Ramchand and the then 
managing director of IFIN, Mr Ramesh Bawa. Additionally, the memo was also signed by the then Chief Strategy Officer of IL&FS Transportation Networks Limited, Mr 
Dilip Batia and member of ASF team, Mr Subhash Chandra. (Refer Annexure 6) 

During our review, we identified an email dated 11 September 2017 which was sent by Mr Rajesh Kotian (the then Deputy Managing Director of IFIN) to Mr Lokesh 
Cheblum and Amit Shah (part of ASF team) with a copy to Mr Deepak Pareek (CFO of IFIN), Mr Subhash Chandra and Mr Sabyasachi Mukherjee (part of ASF team) 
in which it appears that Mr Arun Saha had suggested that credit norms should be less stringent for loans granted to ITNL vendors given that the risks are taken by 
ITNL. (Refer Annexure 7) 

During our review of the unapproved board minutes dated 11 September 2018, it appears to indicate that the Board of Directors - specifically members of the Board 
who were also a part of the CoD were potentially aware that the loans provided to extemal parties were further forwarded/lent to IL&FS group companies and that the 
repayment was based on asset monetization of ITNL. (Refer Annexure 8) 

~,-=-"::. ~'.",~ased on the above mentioned observations, it appears that both IFIN and ITNL board members as well as select employees, were aware that the loans which were 
. .. '.. ,' "k.'n~o external parties were in tum transferred to IL&FS group companies, to potentially circumvent the guidance provided in the RBt inspection report. 

/"- ~i;)O~ ~ ial instances of evergreening of loans: 

r ~ J D'u~~ our review, we identified instances where loans were indirectly disbursed to ITNL via third parties. These loans were potentially utilized by ITNL to repay the 
\" ~ ':' e~~lie oans received from IFIN via third parties. This appears to be instances of potential evergreening of loans. For details refer examples in the subsequent pages. 
\ " : f ,.,., 
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Observations 

Loans indirectly provided to group companies of IL&FS via external patties 

CJ Potential misrepresentation to the stakeholders at large: 

Based on the observations stated in the previous pages, it appears that loans indirectly provided to group companies of Il&FS via external parties may have resulted in 
the stakeholders getting misled about the actual quantum of loans given to extemal parties. Below table provides a comparison between lending as represented in the 
books of IFIN versus actual position of lending of IFIN. 

INR in crs Position of lending as per Books of Accounts 
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Observations 

Loans indirectly provided to group companies o( IL&FS via external parties 

-. , 

Below table highlights 2 cases with regards to loans indirectly provided to group companies of IL&FS via external parties: 

",' 
\ 
, 
I 

,i/" .. 
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inleresl servicing and repaymenl of loan 
of INR 170 crtJres extended by IFIN will 
nol be possible. 
The debl servicing can only be done 
cash flow of ITNL. 

Operational rewnue 11811elated 
borrower was not substantial enough 
to repay the loans. 
Company has a profit a\Ier laX in FY 
17 -INR 0.2 c""es 
Credit Rating - BBB negatille 

borrower was not subsIanIial enough 
to repay the loans. 
Company has • prolit after laX in FY 
17 -INR 0.1 crtJres. 
Credit Rating - BBB negatiw 
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Observations 

Loans indirectly provided to group companies o( IL&FS via external parties 

(J Loans sanctioned to Avance Technologies Limited ('ATL') amounting to INR 150 crs: 

It was noted that a loan amounting to INR 150 crs was sanctioned to a company named 'Avance Technologies Limited' on 23 March 2018. 

During our review of the CAM, following adverse comments were recorded by the ASF team: 

1. The company was in loss in FY 2015 -2016 and had made a minimal profitoflNR 2lakhs in the year FY 2016 - 2017, 

2. The company's revenues from day to day operations are not substantial enough 10 repay the loan of IFIN; and 

3. The loan is envisaged to be repaid either from refinancing or cash flows from the assets created through this loan. 

• Further during our review, it was noted that a letter of assurance dated 28 March 2018 was provided by ITNL requesting to sanction loan to ATL. Further, it was noted in 
the same letter that the sanction would be against the cash flow from ITNL. This letter was signed by Mr K Ramchand, the then managing director of ITNL. 

Also, in the documentation, we identified an internal memo dated 28 March 2018 which appears to state that the ITNL has recommended a loan 10 be given to ATL to 
potentially repay the loan provided by IFIN to Apco Infratech Private Limited ('AIPL'), a vendor of ITNL. Further, it was also mentioned that with the existing scale of 
operations of ATL, it would not be abte to repay the loan taken from IFIN and its serviCing can only be done from the cash flow of ITNL. These memos were addressed 
to and signed by the then managing director of Il&FS Transportation Networks limited, Mr K Ramchand and the then managing director of IFIN, Mr Ramesh Bawa. 
Additionally, the memo was also signed by the then Chief Strategy Officer of IL&FS Transportation Networks Limited, Mr Dilip Batia and member of ASF team, Mr 
Subhash Chandra. 

- • ;_. Further during our review of the bank statements of ATl, it was noted that the loan lent by IFIN was utilized by ATL 10 fund ITNL. Further, on the same day, ITNL may 
":1)ave potentially transferred funds to AIPL amounting to INR 140.5 crs which was then transferred to IFIN to repay the existing loan facility of AIPL. This is a potential 
~tance of evergreening of loans . 

. -:f~\ , it appears that the CoD sanctioned loans even when adverse comments were mentioned in CAM. Further, the said loan was utilized for the potential 
eVIl reening purpose. 
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Observations 

Loans lent to Avance Technologies Umited - CAM dated 23 March 2018 
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Observations 

Loans lent to Avance Technologies Umited 

Extract of letter of assurance dated 28 March 2018 

Muc!l:&.!OIS 

I 
.... _~ ~ . "UlIrtllll' _:."... ,. ..,u-.."' • .......... "- ,. __ ... 

11 ~ F'S f'baucW Senm lbaUt4 
Plot C'l2.0 RIod, 

=--':tt ia.l~ . .t. .... ", 
n..u. ...... c...r",- 0 ....... (Ewl, 

M.m .. ' ... ". 

'.Ht!£ Iftta rI trtJIN"'T fiy""" a rnl!!''''''.et;- .,.,.,....,,, Il-iIptIap°l) 

r.n.. Sin 

"Co (Lt,ns r,UI'f'C"'''''"''" tu",twl, I.Inl1w(l"ee:uflcttrlmtd tl: .,~ .,.110, ~ i~ till' 
UI:cf 01 Aaannt'O t'"1)lt ldtr,1 aM able u ws:!cr. 

1.1 

,., 

.-

'au .... r. Co /'.&.If ~ &tId.murwsc.c,. satlI.1i.Jc,td R.&.1500 NIl .... ttm &dlitr w A ... ,~ 
f«1:hML'lia Lirn(.~ ("'(" •• P"'; 01 Ihe 'Zrnd JfI4 ~ 0(,..... Ufl"c:t lcr.t:r ." 
D/mJ1!/ l "'!lII:d MardI lrt 201Irorrcr"""I1"·1 

'4'~ "'>It III'knur.J.t ld..,wW6t INI}OW aX"'e wdiml is~'" ..... ,..,.,r.'ICtIt 
s.."WtCS idmIirtcd In::in, \tIr.r ~Wln: ra:c~.tdd 6::. Ir.'tL G~ ccmpa::.ici 
("'YadUry;. ,,'k ... 11 -..t' .,.4:tDt,e .~ ~ lit "'* ... -e will pay IfmIl. MJ ... 
RMm, • ~1J'..Jetl C'I' iIIt::nICritnl Ir= "" ift chi, ft~ ,.,. .. ,... 46ftdf, ACk s:um. 
.~t ~ .::~rr. d«.KCiafts, .~~ 011 ~al&Xc:.r..-J 
"..._ .... _~it" __ ... ~~ .. ""iIWiIi. )att_ 
F"-.cM1Ita FlIClliI_1Io a.. c::cn.-t.". ... __ " _ _ _ __ o ___ L o 1. _____ ... 

.1 

30 • 02019 G .... nt Thomton India LLP All rightS reserved. 

Private and conlfdentJ., 

• Extract of intemal memo dated 28 March 2018 
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Loans lent to Avance Technologies Umiled transferred to ITNL 
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Observations 

Loans tent to Avance Technologies Umited 

Potential utilization of loans lent to Avance Technologies Limited: 

IFIN 

:'. 

-) Ii 

t--; ' j 

o Repayment a/loan 
o/INR 140.50 crores 
on 31 March 2018 

o Novemberl December 2017 
Loan o/INR 140.50 Crores 
maturing on 20 March 2018 

o Loan o/INR 150 Crores 
on 31 March 2018 

12 ~}~. Grart ThatrItoc1lndia lLP. AI tights reserved. 
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0 Potential uansfer 0/ 
INR 140.50 crores 

Apeo Inlralech on 31 March 2018 
Private Umiled ~--------------------------

I o Trans(ered INR 150 Crores 

I 

c:= Avance Technologies on 31 March 2018 
Limited 
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Observations 

Loans indirectly provided to group companies of IL&FS via external parties 

a Loans sanctioned to Empower India Limited amounting to INR 110 crs: 

It was noted that a loan amounting to INR 110 crs was sanctioned to a company named 'Empower India limHed' on 23 March 2018. 

During our review of the CAM, following adverse comments were recorded by the ASF team: 

1. The company was in loss in FY 2015 -2016 and had made a minimal profit oflNR 1lakh in the year FY 2016- 2011; 

2. The company's revenues from day to day operations are not substantial enough to repay the loan of IFIN; and 

3. The loan is envisaged to be repaid either from refinancing or cash flows from the assets created through this loan. 

Further during our review, it was noted that a letter of assurance dated 29 March 2018 was provided by ITNl requesting to sanction loan to Empower India limited 
('ElL"). Further, it was noted in the same letter that the sanction would be against the cash flow from ITNl. This letter was signed by Mr K Ramchand, the then 
managing director of ITNl. 

Also, in the documentation, we identified an intemal memo dated 30 March 2018 which appears to state that the ITNl has recommended a loan to be given to 
Empower India limited to potentially repay the loan provided by IFIN to GHV India Private limited, a vendor of ITNl. Further, H was also mentioned that based on the 
current scale of operations of ElL, it would not be able to repay the loan taken from IFIN and its servicing can only be done from the cash flow of ITNl. These memos 
were addressed to and signed by the then managing director of IL&FS Transportation Networks Limited, Mr K Ramchand and the then managing director of IFIN, Mr 
Ramesh Bawa. Additionally, the memo was signed by the then Chief Strategy Officer of IL&FS Transportation Networks limited, Mr Dilip Batia and member of ASF 
team, Mr Subhash Chandra. 

Further during our review of the bank statements of ITNL, it was noted that funds were received from ElL by ITNL on 31 March 2018 on the same date when the loan 
was disbursed to Ell. Further, on the same day, ITNL transferred funds to IFIN amounting to INR 330 crs on behalf of GHV India Private Limited to close the existing 

'. lOan faciUty of GHV India Private limited in the books of IFIN. This is a potential instance of evergreening of loans . 
. ' 

Th'ais, it appears that CoD sanctioned loans even when adverse comments were mentioned in CAM. Further, the said loan was utilized for the polential evergreening 
purPose. Further, it is also unusual to note that in the books the loan is paid to ITNL but recorded in the name of GHV India Private limited. 

" I 
1/ 
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Observations 

Loans lent to Empower India Umited - CAM dated 23 March 2018 
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Observations 

Loans lent to Empower India Umited 

Extract of letter of assurance dated 29 March 2018 
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Extract of internal memo dated 30 March 2018 
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Observations 

Loans lent to Empower India Umited 

Potential utilization of loans lent to Empower India Limited: 

o 
On 26 March and 31 March 2018. Repayment of loan of 
INR 330 crores on behalf Of GHV India Private limited 

....;.~ 

\ 
,," 
.\ ., 
i1 .. 

-' 
. \ 1/ 

.' 

(0 In May 2017 
Loan of INR 330 Crares 

IFIN 
maturing on 20 March 2018 

0 On 31 March 2018 
Loan of INR 170 Crares 
ma/uring on 30 April 2019 
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· · On behalf of · • GHV India Private 

· Umited · · __ . _a __________ 

0) 
On 31 March 2018 

Empower India Transfer of INR 169 Crores 
Limited 
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ITNL 
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Observations 

Potential anomalies noted pertaining to shares purchased from IL&FS group companies post November 2017 

Q RBI's advice to discontinue lending to group companies: During our review of the RBI inspection report for FY 2016 issued on 1 November 2017, it was noted that RBI 
had advised IFIN to reduce its exposure to the group companies with no fresh lending to them which impacted IFIN's ability to lend loans to its group companies. This 
has also been highlighted in the RBI inspection report of FY 2018 issued on 22 March 2019. (Refer Annexure 3) 

Q During our review of the books of accounts of IFIN, it was noted that post 1 November 2017 - IFIN purchased shares from ITNL, IL&FS Energy Development Co 
Limited and IL&FS Airports Limited Which were potentially held as long term investments and funds were provided to them as a consideration. Further, it was noted that 
RBI in its Inspection report Issued in March 2019 had stated that there was significant diminution amounting to INR 145 as in the value of the Investments purchased 
from ITNL. Also, based on our assumptions and calculation, it is noted that there is a diminution in shares amounting to INR 190 crs in the value of Investment 
purchased from IL&FS Energy Development Company Limited as on 31 March 2018 (Refer Annexure 9). Further, it was noted that the shares purchased from IL&FS 
Airports Limited was not transferred in the name of IFIN tin 30 September 2019 and the amount provided by IFIN is recorded In the books as "advance for purchase of 
shares". 

Below table and picture represent a summary of our observations: 
Pictorial representation of the observation 

[FIN p.;rchases shares 

[LF~FS Em"~i 
DeJ(:Ic:~ment Co Ltd 

ILf~F-S A.,~:;rt';, Ltd 

IL&FS Transp:-:al en 
Nd ... orks Ltd 

Sha'cs :.r:1h I~.R .?JJG 
crcres 

S"'are"i ... :::~t-, ,~JR 1 ~2 
crcres 

Sha'cs ... -:1h li:R 261 
crares 

The above share purchase transactions were approved by the investment committee - Mr Hari Sankam, Mr Arun Saha, Mr Vibhav Kapoor, Mr Ramesh Sawa and Mr 
Ramchand Karunkaran who were then part of IFIN. 

Hence, based on the above it appears unusual that post 1 November 2017 after RBI restriction on loans - the shares were purchased from the IL&FS group companies 
whose value were diminished within 4 months of purchase. Thus. it appears that it was a transaction in lieu of extending funds to group companies. 
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Prfvate and ccnlfdential 

Observations 

Potential anomalies noted in creation of charge on the security provided to IFIN 

As a part of our review process, we conducted testing of the adequacy of the security (collaterals) against the loans sanctioned and disbursed. 

During the said process, we conducted process walkthrough of the charge creation process on the security provided by the borrower to IFIN against the loans 
sanctioned. Further, we also reviewed the loan classification report which provides a listing of loans and security provided by the borrower along with the charge 
creation details. Further, we also conducted a review of the charge monitOring report prepared by the CRMG team, in order to understand if the required asset cover at 
the lime of sanctioning of the loan is maintained for the entire period of the loan or not. 

We also reviewed the public domain records to corroborate iflhe charge created as stated in the register maintained by IFIN is appropriate or not. 

Based on the review of the loan classifICation report and the public domain searches, we noted the following: 

20 instances, security charge was not created in the favor of IFIN. Out of 20 instances, 17 cases pertained to loans lent to external parties and 3 
cases referred.; ~ loans lent to internal parties. Hence, for loan outstanding amounting to INR 1,837 crs as on 30 September 2018, there Is no charge created on the 
security pr?!gjf by the borrower and hence the loan becomes unsecured in nature. 

20 instances, we identified 3 instances amounting to INR 377 crs where loans were classified as secured by the CRMG team in the loan 
. classifieatiWl' report but as per our public domain searches it is noted that no charge has been created on the said loans. Thus in the annual report, the unsecured 

~,_,.p. :Onlon 9jtfJe loans is potentially understated by INR 377 crs thus representing the incorrect picture to the stakeholders at large. 

·ON~. 
~-J£:i$::iioted that in 17 instances that the security cover was not adequate against the loan sanctioned by IFIN. Out of 17 instances, 14 cases pertained to loans lent to 

a) Further. 

external parties and 3 cases referred to loans lent to internal parties. Hence, for loan outstanding amounting to INR 1.931 crs as on 30 September 2018. there is 
inadequate charge created on the security provided by the borrower and hence the portion of the loan will become unsecured in nature. 
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Observations 

Potential anomalies noted in creation of charge on the security provided to IFIN 

IFIN process relating to charge creation and monitoring of the adequacy of security: 

0 0 0 0 CD 
Discussion Monitoring the 

l'IoW_up-"lh CI_slncaUon 
... 1_Ung to Cre.fton at U"I. "._nt In 0' tho loan ad.quacv _nd "'t.II~ 1D non security CO".,. en....,. on validity at -_ ...... a.ccon:Slng to 

onfoan .-uri.,. • .cuney ""_d_quacy 0' "" •• tatu. 0' 
disbursal -- the ..-curfcy 

... ... ... ... .;. 
The Asa.t StrucnJre Charge has to be Initial ",on'torin8 'or The CRMa team The eRMG tean-. 
Finance te..." cr • .red by th_ the 0 .... 110" of prepar._the prep ...... a loa" 
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vl_ mans and 'INhere no charge 

I ."phorMI ca .... h .. been cre.tecl 
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I ... ... 
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~- ~ - - -

Based· on our understanding of the process, it is noted till March 2016, an 'All India Credit Examination Report' used to be shared with the IL&FS Limited Board of 
Directors which highlighted the status of the charge created on the security provided by the borrowers. 

Post March 2016, 'All India Credit Examination Report' was shared with the CoO of IFIN on a quarterly basis. (Cont'd) 
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Observations 

Potential anomalies noted in creation of charge on the security provided to IFIN 

(Conrd) Further. while reviewing the 'Alllndia Credit Examination Report' it was noted that from FY April 2013 to March 2018. there was a steep increase in the loans 
which were sanctioned and disbursed but for whom the security cover was not created. (Refer Annexure 14) 

INR in crs Pictorial representation of the All India Credit Examination Report 
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-Amount of security aeation pending 
(INR in crs) 

- Amount of inadequatel1.J1SeCt.Rd charge portion 
tlNR in r.mt'P_.;\ 

Hence. it appears that adequale steps were not taken by the CoD of IFIN to address this problem even though the unsecured portion of the loan lent were increasing. 
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Privete and conIidenH.t 

Observations 

Potential anomalies noted in creation o( charge on the security provided to (FIN 

CI Regulations with regards to ·creatlon of charge on securities provided by the borrowers: 

As per the Section 77(1), Section 78 and Sedion 79 of the Companies Act, 2013, an application should be made within a period of 30 days from the date of creation or 
modification of charge along with the fee in Form CHG-l . 

Further, Registrar of Companies ('RoC') may, on application by the borrower, allow the registration of charge within 300 days (30 days + additional period of 270 days). 

We conduded a review of the cases where charge is not created for more than 300 days and below table summarizes our observations. 

Based on the discussions with the management of IFIN and pub6c domain searches, it is noted that out of INR 14,004 crs of loans outstanding as on 30 September 
2018, 90% of the loan have become NPA. Further, due to non-creation and inadequacy of charge on the security by the borrower - the loans have become unsecured 
thus affecting the recoverability of the loans. 

Thus, it appears that 27% of the outstanding loans as on 30 September 2018 is unsecured (Le. without charge or inadequate charge) and the is the risk of the entire 
amount of these loans being written off since a majority of them have become NPA. , 
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Observations 

Potential instances of evergreening of loans 

• Evergreening of loans: Based on the public domain searches, it is noted that evergreening of loans is a terminology which commonly refers to a practice of 
bankslNBFCs lending fresh loans to the bOrrower so that they can repay the existing loan facility issued by the bankslNBFCs. Further, our searches indicate that such 
a practice is followed by bankslNBFCs so that the loan accounts do not become Non-performing Assets ('NPA:) thus affecling their profitability. 

• Hence, for the limited purpose of this document, evergreening of loans means loans disbursed by IFIN to a borrower which is then potentiaUy utiflZed for repayment of 
the outstanding loan facility taken by the borrower itself or any of its group companies from IFIN. Additionally, it can also mean that the outstanding loan facility is repaid 
by the borrower and within few days of repayment, a fresh loan is sanctioned to the borrower or any of its group companies. 

• We conducted the review of CAM register, disbursement register, bank ledger in the books of IFIN, bank statements, ledger of the borrower and its group companies in 
the books of IFIN to identify the trend as mentioned above: 

Based on our review, we identified multiple potential instances of evergreening of loans and below table gives a summary of our observation (Reter Annexure 15): 

T "'VIO.-

o. G~nd:f~uuf ~a a 00 , ,(, 1 1 '1 11»::11 

,_,ti/j/te': Th' amounts received have been verified from the ledger account of the customers, bank book of IFIN, and all adjustments including tax deducted at source, 
-:--"'Dank:~ipts, etc. are considered for the purpose of potential evergreening of loans. 

"'~~Fiirthe;-, during our review of the RBI inspection report for FY 2018 issued on 22 March 2019, it was noted by the RBI that there were instances of evergreening of 
loans where fresh sanctions and disbursements were made to repay the earlier facility taken by the borrower or any of its group companies thus corroborating our 
findings. 
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Observations 

Potential instances of evergreening of loans 

• Below table mentions 3 cases which are representative of the potential instances of evergreening of loans identified; 
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Observations 

Potential instances of evergreening o( loans 

~.- ~"':. '. 

Kohinoor Technologies Private Limited (Refer'l): Diagram represents end use 
of loans provided to Kohinoor Technologies Private Limited by IFIN. 

During our review, it was noted that loans amounting to INR 59 crs were 
disbursed to Kohinoor CTNL Infrastructure Company Private Limited which was 
due on 6 February 2015. 

Further, on 25 March 2015, a loan of INR 60 crs was disbursed to a group 
company of Kohinoor named Kohinoor Technologies Private Limited. During our 
review of the CAM, it was noted that adverse comments were noted by the ASF 
team and it was mentioned that "the existing debt of borrower group Is overdue 
with IFIN." 

Additionally, on 26 March 2015, it was noted that Kohinoor CTNL Infrastructure 
Company Private Limited repaid the loan amounting to INR 59 crs which was 
overdue since 6 February 2015. 

-Hence, it appears loan lent to Kohinoor Technologies Private Limited by IFIN was 
potentially utilized by Kohinoor CTNL Infrastructure Company Private Limited to 
repay the loan taken from IFIN. 

This transaction appears to be potential evergreening of loans. 

.7 020111 Gtant Thotneon India 1J..P. AI nQhts laetVed 
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Observations 

Potential instances of evergreening of loans 

Congo Developers & Traders Private limited (Refer #2): Diagram represents end 
use of loans provided to Congo Developers & Traders Private Umited by IFIN. 

During our review. it was noted that loans amounting to INR 55 ctS were 
disbursed to Advantage Raheja Hotels Private limited which was due on 17 
January 2015. 

Further. on 30 March 2015. a loan of INR 55 ctS was cflSbursed to a group 
company of Raheja named Congo Developers & Traders Private limited. During 
our review of the CAM. it was noted that adverse comments were noted by ASF 
team and it was mentioned that the past record of the group was less than 
satisfactory and the debt servicing of the group was irregular. 

Additionally. on 30 March 2015. it was noted that Advantage Raheja Hotels 
Private limited repaid the loan amounting to INR 55 crs which was overdue 
since 17 January 2015. 

Hence. it appears loan lent to Congo Developers & Traders Private limited by 
IFIN was potentially utilized by Advantage Raheja Hotels Private limited to repay 
the loan taken from IFIN. 

This transaction appears to be potential evergreening of loans. 

41 02019 Gf'ant ThomCIon lndia UP All rights ~ 
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Observations 

Potential instances of evergreening of loans 

• Adel Landmarks Project Limited (Refer #3): Diagram represents end use of 
loans provided to Adel Landmarks Project Limited by IFIN. 

During our review, it was noted that loans amounting to INR 125 crs were 
disbursed to Era Infra Engineering Limited which was due in August 2014. 

• Further, on 27 November 2013, a loan of INR 130 crs was disbursed to a group 
company of Era named Adel Landmarks Project Limited. Ouring our review of the 
CAM, it was noted that adverse comments were noted by ASF team and it was 
mentioned that the past record of the group was less than satisfactory and the 
existing debt of borrower group was overdue with IFIN. 

Additionally, on the same date i.e. 27 November 2013, it was noted that Era Infra 
Engineering Limited repaid the loan amounting to INR 130 CIS which would have 
been overdue on 24 August 2014. 

Hence, it appears loan lent to Adel Landmarks Project limited by IFIN was 
potentially utilized by Era Infra Engineering Limited to repay the loan taken from 
IFIN. 

This transaction appears to be potential evergreening of loans. 

'" C2Q19 Grant T~ InOa LLP. AU ngttU reserved 
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Observations 

Potential instances of everyreening of loans 

\ 
\ 
"-

Based on the observations stated in the previous pages and the examples highlighted, it was noted that loans were approved even after the existing facility from other 
group companies were overdue. Hence, it appears that the fresh loans were disbursed to avoid an existing facility from turning into potentially NPA. Thus, indicating 
potential evergreening of loans. 

Hence, it appears that evergreening of loans were done so that the outstanding overdue loans do not tum NPA. Thus, showcasing wrong infonnation to the 
stakeholders at large. 

" 

'. 
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Private and aJnfidentiai 

Observations 

Instances identified where loans were sanctioned at a spread less than or equal to 2% 

During our review of the policy named "Risk Management Framework and Policies" dated 14 March 2011 (updated on 02 May 2018), it was noted that the policy 
stipulates 'that IFIN can lend loans al a minimum spread of 2% over the marginal cost of its borrowings. Further, it was noted that the policy is silent on the requisite 
protocols to be followed in case if the minimum spread criteria is not met. (Refer Annexure 16) 

We conducted a review of the CAMs for the loans sanctioned and noted the spread i.e. difference between the cost of borrowing and the cost of lending. 

Based on the review, we identified the instances where loans were sanctioned at a spread less than or equal to 2% and the below table represents the summary of our 
observation (Refer Annexure 17 and 18): 

1. We noted 'P instances where loans amounting to INR 2,978 crs were sanctioned at a spread less than or equal to 2%. 
, \ , 

2. Out of 27 Instances, it was noted that in 8 instances amounting to INR 973 crs even after the adverse remarks were stated in the respective CAMs, loans were 
sanctioned at a spread less than recommended in the policy. Further, out of the said 8 instances, in 3 instances amounting to INR 457 crs, the loans have become 
NPA as on 30 September 2018. 

3. Further, out of 27 instances, it was noted that in 10 instances amounting to INR 1,482 crs, either the loans have become NPA or have been written off from the 
books of accounts of IFIN. 

12 02019 Grant Thomton InOa UP. AU rV'U reserved. 
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Observations 

Instances identified where loans were sanctioned at a spread less than or equal to 2% 

Below lable represents the details of the 27 instances: 
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Observations 

Instances identified where loans were sanctioned at a spread less than or equal to 2% 

Below table represents the details of the 27 instances: 

Based on the observations, it is noted that even aller the policy recommended a minimum spread of 2%, loans were approved at a spread less than or equal to 2%. 

Further, it was noted that the loans were sanctioned at a spread less than or equal to 2% even after the adverse remarks were noted in the CAMs out of which few 
loans became NPA as on 30 September 2018. 

~ 
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ObselVations 

Potential anomalies identified in the loans lent to companies in stress as per intemal assessment 

We reviewed CAMs for the certain select loans lent by IFIN. CAM is a document which provides the details with regards to the credit screening process undertaken to 
evaluate the prospective borrower's creditworthiness. It also highfights the basic details of the deal along with risk and mitigations factors identified by the dedicated 
reviewers and approvers of IFIN. Further, it was noted that the ASF team assesses the risk profile of the borrowers and state their comments in the "Remarks" or 
"Recommendations" section of the CAM. 

• During our review, It was noted that IFIN had adopted the Unified Approval Framework ('UAF') at its Board meeting held on 18 October 2007 which stated that an 
transactions should be routed in line with the UAF. It was designed for approvals of transactions like advisory, lending, Investments, etc. Further, as per UAF and board 
minutes, CAM should be prepared for all facilities in the nature of disbursement of loans and the same needs to be approved by the CoD. (Refer Annexure 19) 

During our review, we identified instances where the ASF team had provided adverse remarks or recommendations in the CAM based on their assessment of the risk 
profile of the borrowers. However, even after the adverse remarks or recommendations, the loans were sanctioned to the said parties, basis the approval provided by 
the CoD. 

Below table represents a summary of our observations: 

1. We have identified 73 instances amounting to INR 9,193 crs where loans were sanctioned and approved by CoD even after the adverse remarks or 
recommendations by the ASF team. The outstanding amount as on 30 September 2018 of loans sanctioned to such entities amounts to INR 6,230 crs 

2. Out of the 73 instances, we have identified 46 instances amounting to INR 5,544 crs where either t~e the loans sanctioned to such parties have become NPA or 
have been written off from the books of accounts of IFIN. 

Hence, it appears that loans were sanctioned by the CoD even when it was highlighted to them that the companies are under stress and doubts were raised about their 
ability to repay the loan. 

51 C2019 Grant Thornton India LLP AI rights IWSeIWd o GrantThomton 1 ..... """'.,..lh· ~ CP 
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per intemal assessment 

During our review of the RBI inspection report for FY 2018 issued on 22 March 2019, it was noted by the RBllhat there were serious deficiencies in the credit appraisal 
process. Further, it was also noted that the loans were sanctioned overlooking the creditworthiness of the borrowers. Also, evergreening of loans were noted by RBI 
thus, corroborating our findings. 

Below table mentions 2 cases which are the representative of the loans lent to companies in stress: 

57 C2019 Gta'lt Thornton IoctIa LLP. All rights reserved 
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per internal assessment 

Cl Loan sanctioned to Dev Rishabh Real Estate Private Umited amounting to INR 175 CIS: 

It was noted that a loan amounting to INR 175 crs was sanctioned to a Era group company named 'Dev Rishabh Real Estate Private Limited' on 28 March 2017. 

During our review of the CAM, following adverse comments were recorded by the ASF team: 

1. The Era group is facing ollera" liquidity issues and there have been issues in the repayments of loans to IFIN and other lenders; 

2. Loans provided to two of the group companies of Era i.e. Adel LandmarKs Limited and Hi-Point Investment and Finance Private Limited had become NPA since 30 
July 2016 and 30 August 2016 respectively; 

3. In one of the group companies of Era i.e. Golden Glow Real Estate Private Limited - Strategic Debt Restructuring ('SDR') was initiated with effect from 29 July 2016; 

4. For the FY 2015-2016, Dev Rishabh Real Estate Private Limited had recorded marginal revenues and overall net loss in the books of accounts; and 

5. One of the lenders to Era group had classified Era Housing And Developers India Limited and Hi-Point Investment and Finance Private Limited (including directors) 
as willful defaulters. 

Further, it was noted that exactly 2 days after loans were lent to Dev Rishabh Real Estate Private Limited - on 31 March 2017, loan lent to its group companies - Adel 
Landmarks Limited and Hi-Point Investment and Finance Private Limited were written off in the books of accounts of IFIN amounting to INR 106 CIS. 

\ 

Based 'on the review of the bank statements and books of accounts of IFIN, it was noted that loan provided to Dev Rishabh Real Estate Privaie Limited was potentially 
utilized 'for repayment of the outstanding loan facility of Golden Glow Real Estate Private Limited were SDR (potential NPA) was initiated with effect from 29 July 2016. 
This in~tance can be classified as potential evergreening of loans. 

. I 

As on 30 September 2018, INR 117 crs is outstanding against the loan provided to Dev Rishabh Real Estate Private Limited. Further, the total amount outstanding for 
Era group is INR 294 CIS. All the loans of Era group have become NPA as on 30 September 2018. 

~ o GrantThornton I ..... ..,,.. .... 'h· 0 58 Cl2019 Grant Thotmon Indi.Ii UP. All rights 1'eSaN.:J 
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per internal assessment - Dev Rishabh Real Estate Private Limited 

Extract of CAM of Dev Rishabh Real Estate Private Limited highlighting adverse comments: 

(2) IOn ~c:ount or ovcml! liquidity issucs being laced by 0", Group ttlctuih:tl ill 
subsellut!lll ~1ilJns t}r II ,i ... fII~II1c.)r.tnduln), 1I1m-c h.,\ll.! bC(~I' iss'lt:5 in tl!p.1y,nent:- lu 
IFIN &. other lenders. Construction on the Il:Jdshupur Project hns also been stilled for 
lQ~1 hvo Y~11'~ thC'l~hy jml)<lctin~ revenues .mel debl sC(1;icille. TIlt: pl'~nt aCC:Ollltl 

Slants of IFIN r.,cililics 1() the group is as rollow.: 

(I) I Plll"l & l.tlS!<. : Fc!!" t Y 16~ (ill' c.:omp:lII)' recoru..:d 11111rginaJ revenue .... Net Ius=-- was 
I't:'confcll during tht.: y~:tr em nccounl e,r Acbnhi!itrntivc cxpcn5CS during lh..: period 

(2) \ ilabtlcc Sh""t : 

! 
('I ) ,,"0:1 W(".I,. rhe CUnlrAInY r.:e"rJcd " "':' ""l1h "r R.' 17.2 nm (nel or 

ncclIll1\lhucd lU5!".c~ inlh..:. bnhmct.: ~hct:t) 
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per intemal assessment - Dev Rishabh Real Estate Private Limited 

Extract of NPA register where loans of Adel Landmarks Limited and Hi-Point Investment and Finance Private Limited have been written off: 

IL&FS Financial Senices Ltd 
PrioQllal Full\" Written - Ollis on llarch 31: 2017 

Name of the Client Branch Group Due Date Write-off Date Principal 015 
Term Loan 
BPL Telecom Ltd. Chennai BPL l-Apr-06 31-Mar-15 59,000,000 

nIL - Tolal 59,000,000 

-" ":;- Term Loan 
Adel Landmarks Projects ~1. Ltd. Delhi Era 26-Aug.16 31-Mar-17 890,250,000 
, 

~:point Investment & Finance P1.1. Ltd. Delhi Era 30-Jun-16 31-Mar-17 178,571,426 
~ " : I; 

. . 
nn.- Total 1,068,821,426 
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per internal assessment - Dev Rishabh Real Estate Private Umited 

End utilization of loans given to Dev Rishabh Real Estate Private Umiled: 

0 
On S April 2017 

epa.yrnant of 
of INR 115 crores 

0 
In .lanuaJY 2015 

IFIN 
Loan of INR 240 Crores Golden Glo\N Estate 
Also. The account was in SDR • Private limited 
(potential NPA) w.f_ 29 ..July 2016 .. 

0 · · · On os April 2017 
potentially appears to 

0 
transfer INR 115 Crores · · 

On 05 April 2017 Dev Rishabh Real 
Loan of INR 115 Crores • Estate Private 

Umlted 

- ----
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per intemal assessment 

Q loan sanctioned to Siva Shelters And Constructions Private limited amounting to INR 175 CIS: 

It was noted that a loan amounting to INR 175 CIS was sanctioned to a Siva group company named 'Siva Shelters And Constructions Private limited' on 26 February 
2018. 

During our review of the CAM, following adverse comments were recorded by the ASF team: 

1. Siva group is facing overall liquidity issues and there have been issues in the repayments of loans/servicing of a facility to IFIN and other lenders; 

2. Siva group does not have a significant ability to raise capital in current markets in view of their NPA exposure with other banks/lIC; 

3. RBI had recommended 100% provisioning of the outstanding loan exposure of INR 190 crs to Siva group as on 31 March 2017; 

Further, it was noted that the then Chief Risk Offtcer named Sujoy Das had stated the following comments in the CAM: 

4. Siva Shelters And Constructions Private limited has nominal net worth and that the Siva Group does not have any experience in the development of real estate 
projects. 

It appears unusual that even after providing the adverse remarks himself, Sujoy Das had recommended the loan to Siva Shelters And Constructions Private limited 
citing the relationship with Siva Group. 

Further, during our review of the write off cases, it was noted that on 31 March 2018 and 30 September 2018 loan lent by IFIN to Siva Group were written off in the 
books of accounts of IFIN. The amount of outstanding loans written off were INR 190 crs. 

As on 30 September 2018, INR 50 crs is outstanding against the loan provided to Siva Shelters And Constructions Private limited. Further, the total amount 
outstanding for Siva group is INR 240 crs. All the loans of Siva group have become NPA as on 30 September 2018. 
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per intemal assessment - Siva Shelters And Constructions Private Limited 

Extract or CAM of Siva Shelters And Constructions Private Limited highlighting adverse comments:: 

(bl The group had been going through tough times, res~1Ii1g in IipOOrty constraints and impact on (0 RBI ObsctYabon. 

el'licing its facilities to IFIN as well as other IenOOrs, ThIs was bther IIlPacted by bankruptcy l.'uongUf< ",<enuy completed aUUlC, KDI au .. ",,, ""ve ruglUJgntCd tnar c:oncem 
IOce.s against !he group in Flliand b' its \WId energy busiless and Iiigation filed by Baharai 

Fr eIecoot for their i1ves1ma!t it S Tel PYtltd 
On IFIN apoNn: to the Si .. Group & also investment into 1TSL shaa:s and 

r=>mmended JFIN ID CXXJSid<, in_an .. " in QCD', or Ra 1,9 bn & u....1men1 

or Ra 2.S bn in mL sh .. ", ... 10 .. "Set with 100'% pIOrisioning to b. do ..... 

00 Mu 31, 2017, !FIN bu nude nca:s'''T "p ... cnI>lions. duly .pp<09Cd by the 
D, ~ om " "<,' ,r ' ... , . ~ ,n. 

t~h .lrad, ""«tiled MoU. between Chemui P"""","" & HCPL and lutthcr 
as I.S Bn through Ihe MoU being linaliscd bctwmJ Shiv> Shell ... & nuAL 

(d) Resourcefullness of Borrower I Promoter for any delay I Cost Overrun 

The Borrower I promoter believes that no separate financial closure is required for the project and 
entire construction costs of - Rs 8,8 bn for Bachupally project would be met from the customer 
advances received from the sale undertaken by state governmenL While this is yet to tested and 
seen, in case of lower response to the project I inability to ramp up the sale in timely manner. would 
need Borrower I promoter to bring in equity for completion I cost over run in project 

However. as st3ted in earlier parngrnphs. presently Siva Group does not have significant 3bility to 

I
raise capital in current markets in view of their NPA exposure with other oonks( LlC which they are 
trying to settle through OTS 
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Observations 

Potential anomalies identified in the loans lent 10 companies in stress as per intemal assessment • Siva Shelters And Constroctions Private Umiled 

• Extract of CAM of Siva Shelters And Constructions Private Umiled highlighting adverse comments by Mr Sujoy Das and then recommending loan based on the 
relationship with Siva group: 

~~ 

.. 
. , 

IIQIfC 
. -~, . 

, .. 

ril-
~ 

OGrantThomlon i "~I""'''_h· ~ "'* C20 II GranI Tl'IcwTIIon ItH:Ila L1.P AI ~ ~, 



. ~ .. ' .. 
: ...... 
'I i • 
I ", .-

r ::t .... 
• 1 

" \ " :.. 
" 

" 

. . .... 

PrivaIe and CD ilide ."ttiaI 

Observations 

Potential anomalies identified in the loans lent to companies in stress as per internal assessment 

• instances where loans were lent to companies in stress: 
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per internal assessment 

• Details of the all the 73 instances where loans were lent to companies in stress: 
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Observations 

Potential anomalies identified in the loans lent to companies in stress as per internal assessment 

Details of the all the 73 instances where loans were lent to companies In stress: 

.7 02019 Grant ThomUln tndia UP. An tighU reserved 

<-$ o Gtanllhornlon I Ani .. ""''''' .... 'h" ..s:> 



Observations 

Potential anomalies identified in the loans lent to companies in stress as per internal assessment 

Details of the all the 73, instances where loans were lent to companies in slress: 
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BEFORE THE NATIONAL COMPANY LAW 
TRIBUNAL, BENCH AT MUMBAI 

COMPANY PETITION NO. 3638 OF 2018 
IN THE MATTE OF: 

PETITION UNDER SECTION 241 AND 242 OF 
THE COMPANIES ACT, 2013 

Inti'a~tructure Leasing and 
Financial Services Limited 

In the matter of: 

Union of India, Minblry of 
Corporate Affairs, through Regional 

Applicant 

Director (Western Region) Petitioner 

Versus 

Infr~tructure Leasing and 
Financial Services Limited & Ors .... Respondents 

AFFIDAVIT .,. 
Dated thi~day of Augu~t, 2019 

, 

Cyril Amal'chand Mangaldas 
Peninsula Chambers, Peninsula Corporate Park, 

Ganpatrao Kadam Marg, Lower Parel, 
Mumbai - 400 013 .; 

Advocates for the Applicant 


