WTM/SR /CIS-SRO/_ V1 | /12/2014

BEFORE THE SECURITIES AND EXCHANGE BOARD OF INDIA
CORAM: 8. RAMAN, WHOLE TIME MEMBER

ORDER

Under Sections 11(1), 11(4) and 11B of the Secutities and Exchange Board of India
Act, 1992 read with Regulations 65 of the Secutities and Exchange Boatd of India
(Collective Investment Schemes) Regulations, 1999 in the matter of Wisdom Agto
Tech India Limited and its Directors viz., Mr. Anantharaman Nallaperumal (DIN:
03174067), Mr. Govinda Pillai Reghukumatan (DIN: 03618674) Mr. Gilbert James
Dhason (DIN: 03618678) Ms. Kumaresan Vasanthakumari (DIN: 03618684) Ms.
Jeyashoba Thankappan Rajam (DIN: 03618687) Mr. Prabhu Kannan (DIN:
03174001).

Secutities and Exchange Board of India (hereinafter referred to as ("SEBI") received a
complaint vide e-mail dated August 25, 2013, wherein infer-afiz it was alleged that a few
companies in Tamil Nadu are collecting monies from public through various ‘schemes.
Wisdom Agro Tech India Limited (hereinafter referred to as “WATIL”) is one of the

companies mentioned in the said complaint.

- As a matter of preliminaty inquity into whether or not WATIL was carrying on activities of

‘collective investment schemze’ in terms of Section 11 AA of the SEBI Act, 1992 ("SEBI Act"),
SEBI vide letter dated August 26, 2013 sought information about the schemes operated by
WATIL.

In response theteto, WATIL vide letter dated September 28, 2013, submitted the following
information:
i "W.ATIL was incorporated on S eptember 20, 2010.
i The main objectives as per Memorandum of Association is purchase and sale of agricultural land,
DPlantations and to organize, develop, undertake maintenance of farm howses, resort, Dlantations and

commeercial crops.
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Initially, the comspany had purchased land from its own resources and allotied pieces theregf by the
investors against omlz'f_m payment or instalment paymenly.

In a very short time after incorporation Mr. Prabhu Kannan, the then Managing Director, had
resorted to-malpraciices and a substantial snm of monies had beon nisappropriated by him. The
company had filed a criminal case against bim vide FIR No. 34/12 dated March 27, 2012 ot
Central Crime Branch, Madurai, C.P. No. 149/2013 JM-L Conrt, Madura, is still in
Jrogress.

Under these circumstances, the company is in the process of closing down its activities. Refund of
money invested are being settled by way of sale of company’s land, 1/14‘ soom as the court case gets

completed, the management would be winding —up and dissolve the company as per law. "

4. Thereafter, SEBI vide letter dated October 03, 2013, soﬁght the following additional

information from WATIL :
2. Details of amount collected - investor-wise, year-wise, and scheme-wise,
b. Details of amount refunded,
c. Brochures/pamphlets citculated by WATIL and
d. Audited financial statements for the last three years.

5. However, no reply has been received from WATIL. Subsequently, SEBI downloaded the
documents filed by WATIL with Registrar of Companies, Chennai (ROC) from MCA- 27

Portal

6. Upon petusal of the information available on the MCA-21 Portal, it was observed that ¥3.88

ctores was mentioned as 'Jand advances’ in its financial statements as on March 31, 2013.

SEBI vide letter dated July 18, 2014 advised WATIL and its Directors to furnish information

as to “land advances”, modus-operandi of its operations and also sample copies of the

documents to be submitted by/given to the investors. The said information was requited to

be furnished within ten days.

7. WATIL, vide letter dated July 31, 2014 submitted as undet:

Z

"The act of not replying to SEBI's etter dated October 03, 2013 was an inadvertent omission on

s part ; '
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As stated in ity letter dated Sepiember 28, 2013, the company has wof carvied out any new
activities. Flence brochures/ pamphlets ete. advertising or explaining their schemes | plans ete. ar not
circniated, Such items printed earlier have been exhansted and benee, they are unable 1o provide
copies.

The amount of R1.3.88 Crores — Short Term Borvowings (Iand Advances) represents the anmonnt
received from various investors from Septemher 2010 to March, 2013 againit the allotment of land,
Pprrchased partly from the company’s resourves and parily from: amonnt received Jrom investors
tntially.

Viery short time after incorporation, the then Managing Director of the company had resorted to
certain malpractives and a substantial sum of monies had been mis-appropriated by hire. When this
came to light, the company filed criminal ase against him vide FIR n0.34/12 dated March 27,
2012, at Central Crime Branch, Madurai, Jollowed by CP no.149/2013 ar JM_1 Court,
Madurai, which is still in progress. Subseguently, a civil suit alo has been filed, vide original Suit
No.32/2014 at the 4° Additional District Judge, Madras, which is also in progress.

Under the circumstances, the company is in the process of closing down the activities. No fresh

- products have been launched. Under the jnstaloient payment schemes already Jaunched,_the monthly

instalypent areounts being received are shown as “renewals”,

The company is engaged in only one business segment viz, Allotment of land from its Land Bank
against the monies collected frome investors.

Fudl details like list of individual investor’s name, instrument details, date of collection and amonnt,
are snder compilation. The same shall be submitted in a short time Jrom hence, as the volume of
work involved in culling ont these details from the records is huge and time consuming,

Monzes bave only boen collected in the names of the company and not in the name of
promoter] director.

The company also provided a sample copy of the application form, that is required fo be subnaitied by
investors fo pariicipate in the schemes of the company, a sample copy of registration-cum-allotment
letter and a sample copy of certificate issned to the investors, detasls of assets held by the company
ineluding details of land owned by the company.

No separate agreement/ contracts were being executed. Detatled terms and conditions are Jornished

on reverse of the application and also on the reverse of the Certificate.”
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8. Vide the aforésaid letter WATTL has also furnished the following documents:
@) Details of amounts received for plot sates during the period from September 2010 to March 20714
and number q’iw&tom_ from: whom the amount 1&;6’;"8 recervedy
&) Copies of annual reporis for the lust three financial years;
o) Sample copy of application forn: that ave reguired to be submitted by investors;
d)  Sample copy of Registration cum Allotment htter;
e)  Sample copy of the Certificate; |
B Details of total assets owned by company as on July 31, 2014;
) Details of Land banks owned by \W.ATIL"

9. I have carefully considered thc material available on record such as correspondence
exchanged between SEBI and WATIL, submissions made by WATIL, documents furnished
by WATIL and documents downloaded fiom the MCA27 Portal, etc. In this context, the
issue for determination is whether the mobilization of funds by WATIL under its schemes

fall under the ambit of "Collactive Investment Seherme” provided in Section 11AA of the SEBI
Act.

10. On an examination of the matetial available on record, it is prima facte observed:

i WATIL (CIN UOTI19TN2010PLC077393) was incorporated on September 20, 2010
having its registered office at: 10/20A, First Floot, JK Plaza, Bye Pass Road, Madutai,
Tamil Nadu - 625 010.

i The present Directors 'of WATIL are Mr. Anantharaman Nallaperumal (DIN:
03174067),‘ Mtr. Govinda Pillai Reghukumatan (DIN: 03618674) Mr. Gilbert James
Dhason (DIN: 03618678) Ms. Kumatesan Vasanthakumari (DIN: 03618684) Ms.
jeyashoba Thankappan Rajam (DIN: 03618687). Further, M. Prabhu Kannan (DIN:
03174001) resigned from the Directorship of WATIL with effect from September 12,
2011.

iii As per Audit Report dated August 23, 2013, major fraud to the tune of T62,36,137.90/-

against the company was noticed and reported during the course of the audit. It is stated
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by the Board of Directors that legal action is under proé:css against Mr. I Prabhu

Kannan, former Managing Director.

v As per the financial statements filed by WA'TIL, it is observed that ¥3.88 crores is shown

as Short Term Borrowings (Land Advances).

11. As per the information provided by WATIL vide reply dated July 31, 2014, the following is

observed:

i

iv.

The amount received by WATIL for the plt for sake from 5,365 investoss under
“Instalment payment Plar” from September 2010 to Maxch, 2013 is ¥2.55 crotes and
amount received for plot for sale from 485 investors under “Cash Down Payment Plan”
from September 2010 to March, 2013 is T1.33 crotes, aggregating to total T3.88
Crores. The amount refunded to investors, who have surrendered the plot is stated

to be ¥69.29 lakh as on Match, 2013.

As on July, 31, 2014, WATIL has refunded T1.10 crotes to 707 customers/investors.
WATIL has provided refund details made to the customers/investors along with the
name, customer ID and cheque number and date. Out of its 5850
customets/investors, the continuing customers/investors are 1,218 and defaulting

customers/investors are 4,632,

As on Match 31, 2013, the land holding of WATIL is to the extent of 17.49 acres.
From April 01, 2013 to March 31, 2014, additional lands to the extent of 1.94 actes
have been purchased. Besides, a separate land bank comptising of land admeasuting
4.50 Acres has been created, which has been divided into 160 Plots (i.e. 70 Plots in
Aruppukottai and 90 plots in Theni) to be sold in the market. Though WATIL has
provided the details of village where the plot is situated, sutvey no., arca of the
afotesaid plots along with the letter, the same is not certified and cannot be verified,

as no supporting documents are submitted.

As on July 31, 2014, WATIL is having assets to the tune of T3.42 crores.
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v.  Asalleged by WATIL, the amount misappropriated by the Ex-Managing Director of
the company is to the tune of T62 lakhs and a suit is also apparently been filed for an
interest amount of ¥26 lakhs, aggregating to I88 Lakhs, which is shown as

contingent assets.

12. As per the sample application form, registration-cum-allotment letter and certificate issued
by WATIL the following 'terms and conditions are noted :

L From the sample application form of one Mt. $.A. Suman, Customer 1D: 11301 6385,
for total consideration ¥30,000/- (First instalment I500/-), it is observed that there
ate columns for customer, name, address, product no., Atea in Sq. Ft,, term, total
considefation, Application fees, name of the introducer. Agency code, etc. As pet the
'‘General terms and condstions' on the reverse of the application form, following clauses

are noted:

a. Clause 5: In case of instalment land purchase plans, if customer makes a defantt by not
Daying one or more instalment for the period of helw conseentive months Jrom: such due
date, such defanlt shall be treated as breach of Agreement. If such breach oconrs, the
payment ecesved 1ill the last due date under said plan skall be refundable afier dedcting
20% of the consideration comprising varions costs and other incidental expenses and
remdining shall be entitfed to a simple interest @ 12.5% p.a. and refunded after the

completion of period of instalments,

b. Clause 10:  The _management _of  the comgpany __reserves  the right  to

diseontinue/ change/ amend modify or alter prospectively any of the Rules [ regsdations and

Plans and introduce new plans at any time at iy sole discretion with or without amy notie,

(Emphasis added).

¢ Clanse 12: In case, the agreement entered between the customer and the company could not
be given gffect to, because of enaciment of any law by State or Central Government, the

customers are enlitled to rescind the agreement, in which event, the company shall refitnd the
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amonnt paid by customer logether with simple inferost @ 12.5% per annum_from the date

of the agreement,

d. Clause 13: The Conpany reserves the rioht to chapee the location of the property allotment

ang allof you an alieruative site af any other place, (Emphasis added)

e.  Clause 14 The sule deed in respect of product (Jand) afler the completion of periodicity of
instalments, the product allotted to you shall be exeonted and regisiered shortly where,
however transfer of such small plot of land is probibited by law or otherwise not

- possiblef feasible/ practicablé, ompany shall arrange for transfer of the said plot in favour

of customers in joint holding with other cusionsers.

As per the sample “Certificate”, issued by WATIL to one Mrs. J. Pitchaiyammal-
Registration no: 123014705/ dated May 31, 2011, it is noted that for an amount of
T50,000/- consideration an amount of 360,000/~ is mentioned as Expevted Resale
Value! ("ERV") on expity of term of 1.25 years. It also states “Certified that the person
describe in schedule hereto is registered joint ventnre of consideration as shown in Schedule wnder the
Plan of the company, subject to the regular payment qj";ﬁafba‘mpz‘ianﬁ).” The certificate does not
contain details regarding the plot allotted to the customer and details such as survey
numbet, location at which the plot is situated, etc. The following “General Terms and
Conditions” are mentioned on the reverse of the 'wrtficats”

. Clanse 2: The land shall be allotted in the name of the customer, in case of cash down
payment plans, after receipt of full paymient, and the expiry of 36 months form the
commencernient of contacl;

b, Clanse 3: In case of Instabment payment plan, the land shall be allotted in the name of the
customer within a reasonable time of 180 days, afier receipt of at least 75% of the fotal
amonnt of instalments.

¢ Clause 4: The Company shall develop many projects for allotment of phois 1o existing
custorners. The company shall intimate the customer, the projects available for allotment to
him at the time of intimation, The customer shall be having the right to choose bis plot ( all

unils i1 one loy) from any ome of the projects intimated so, by the company. In case customer
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not willing to chose his option at that time, he may intimate the company bis willineness to
choose from the future projecis of the company. Flis right to exervise 1his option shall be
expired 3 months before the end of the lerm of bis agreement.

Clanse 5: The land ownership shall be transferred in the nane of the customer within 4
reasonable period of 90 days from the date on which the customser aveepted the allotment,
The cost of registration shall be borne by the custonzer.

Clanse 10: In case of Instabnent payment plans, , if the customer wises to Dpre-close the
agreement after expiry of 36 months  from the date of the commencement of the agreement,
but before accepting the allotment of land, the customer has to make o specific request 1y the
company in this regard. In such case, the company shall seltle the amount in which the
discounted valne of ER) af the end of term of the agreement, disconnted at 12.5% pa. of
the redused ERV shall be the value which is proportionate to the number of instalments
paid to the number of instalment actnally payable till the end of the term of the agreement...
Clanse 11: After the registration, the customer shatl be the owner-in-possession of the said
property . The possession of the said property rests in the hands of WATIL for the limited
prrpose of the developing andfor , wherever considered appropriate by W ATIL Jor
cultivating, raising crops, tree, plants, saplings, et harvesting and for carrying out all such
activities ax are allied and ancillary thereto, WATIL shall have no rights whatsoener over
the praperty as a mangery tenant, nor shall W.ATIL. deemed to be manager/ tenant,

Clanse 12: Cost of said property includes, the cost of land, developmient charges, other
inputs, sapling, plants, trees, crops, planking expenses, maintenance and other miscellansous
experser,

Clanse 13: The Customer has the right to retuin or sell the said property as be [ she may
deens fi, 0!1'3.@5{)/ of the tenure of this agreement. To facilitate eay hignidty, WATIL,
provides to customer (5) the marketing services for sale of developed plots. In case customer
decides to avasl WATIL s dforssaid services, be/ she must notify WATIL to that effect at
least 90 days before the expiry of the period of the agreement. The sale can be made onty at
the end of the tenure of this agreement at such Price which may be mutnally Iagmed between
the parties. In opinion of the company, based on current market sitwation and related
Jactors, develgped part of land ( for the units specified in the agroement), upon completion of

the development period (i.e. , at the end of the ferm of this agreement) and owning to value
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addition, may felch an gnaramieed realizable price as prinied in the agreement. The
guaraniced realizable vale is the comporite value of land, plots, trees, .

& Clanse 14: The customer is entitled Jor a special loyalty bensfits and to be calulated »
ERV at the end of the term, which shall be payable only at the end of the term of the
agreement. The said bengfits will be payable only if the entire consideration anwount under
the terms of the agreement is duly paid and the agroement is in force fill the end of the term,
The special benefit rate will be minimum of 6% and it may go upte 25% on ERY/,
depending upon the profitability of the company. The company reserves its reght 1o decide
wpan the loyalty benefity. | '

o Clanse 17: WATIL shall bhave first charge on the said property on account of tty unpaid
instalments for services development charges and for other incidental excpenses incurred by |
WATIL. The said property cannot, in any manner be sold, assigned, morigaged, pledged,
alzenated without obiaining NO DUES CERTIFICATE Jrom: the company in case of
instalment payment plan.

k. Clanse  18:  The  management  of  ithe vomipany  reserves  right  fo
discontinue/ change/ amend/ modify or alter prospectively any of the Rules [ regulations and
payment plans and introduce new payment plan at any time at ity sole discretion with or
without any notice.

b Clanse 19 : In case of joint salffle deeds, the tith deeds pertaining to the sale of the said
property shall be kept in the sale sustody of Trustee(s) appointed by WATIL, for the
putpose. A certified copy of the said title deed, isswed by the sutb-register or by the public
nolary, as may be feasible or practicable, shall be made available to the customer by the said
trustee(s). The name and address of trustee(s) shall be informed to the customer by the letter
of atlotment. The customser shall have the liberty to verify the fitle dred during the normal
working hours on any working day. Afier Jurnishing formal return reguest there fro 15

days in advance.

1. As per the sample “Letter of Allotment”, provided by WATIL (belonging to one Ms. J.
Pitchaiyammal- Registration no: 123014705/ date January 23, 2012), contains details

tegarding the number of plots, area in cents, Khasra number, Plot number, Village,
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Taluka, District, etc. Further the following tetms are stated in the said letter of

allotment;

a.  Here, Wisdom Agro Toch India Limited. yeserves the rioht to change the lcation of this

allotment, and allot you an alternative site at any other plage; (Emphasis added)

b, Sale Deed in respect of Plot(s), allotted 1o you shatl be exeented and registered shortly, On
registration, the original tile deeds shall be handed over to the Custodial Serviges
Depariment of the company at Wisdom Agro Tech India Limited, .., which shall be
holding the same in trust, A Certified copy of the registered sale doed shall be supplied by
satd custodial depariment of Wisdom Agro Tech India Iimited. You shall have the right
1o verify the original title deeds on any working day during normal working hours, after
sending a formal request in writing 30 days in advance.

¢ This allotment and the subsequent comveyance of aforesaid Plot(s) to you shall remain
subject 10 the ‘General Terms and Condstions’ contuined in the application form signed by
_you and the Terms and Conditions of the Agreement between you and Wisdom Apro Tech
India Linited.

13. The aforementioned features of the scheme of 'sale/ purvhase and development of land' offered by
WATIL have to be considered in light of the provisions of Section 11AA of the SEBT Act.
Section 11AA provides for the conditions to determine whether a scheme or artangement is
a Gollective investment scheme’, It reads as follows:

V1) Any schenie or arrangement which satisfies the conditions mjémd. to in subsection (2) or sub-
section (2} shall be a collective investment schemse,

Provided that any pooling of fiunds under any scheme or arrangement, which is not registercd with the
Board or is not covered under the exemptions from CIS sub-section (3), involving a corpus amount of
one hundred Crore rupees or more shall be deemed 10 be & collective investment sbenre,

(2) Any scheme or arvangement made or offered by any person under which,

(2} the contributions, or payments made by the investors, by whatever name called, are pookd and
witlized solely for the purposes of the scheme or arrangement;

(%) the contributions or payments are made fo such scheme or arrangerent by the invesiors with a
view lo receive profits, income, produce or property, whether movable or immovable Jrom such scheme

or arrangenienty
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(#5) the property, contribution or investment Jorming part of scheme or arvangement, whether
identifiable or not, is managed on behalf of the investors;

(i) the investors do not have day to day control over the management and operation cy the scheme or
ariangerment. |
(2) Any schemre or arrangement made or offered by any person satisfying the conditions as may be

specified in accordance with the regnlations mads under this Ad,

14. In the context of the abovementioned Section 11AA of the SEBI Act, the scheme of

Sale/ Purchase and development of plot offered by WATII. is examined as under:

The contributions, or payments made by the investors, by whatever name called, are
pooled and utilized solely for the putposes of the scheme or arrangement.

WATIL collects funds from the "wutomers”/investors under its schemes for the purchase of
the plot/land and undertakes to develop the land forming part of various plans offered by it.
The contribution or investments made by the “customer”/ investor are in accordance with
the “Payment Plan(s)" vz, 'Cash down Payment Plan' and Tnstalsent Payment Plan' offered under
the Scheme. It is important to note that no plot/land is identified and demarcated at the
stage when “eustomer”/investor accepts the offer of WATII, by making an application or at
the time of oBtaining "Certificate” from WATIL. The "Certificate” issued to the “customet”/
investor does not indicate the ownership aspect of the land/ plot forming patt of the sheme
offered by WATIL. It certifies that “the investor i registered joint venture of consideration under the
Plan of the company, subject to the regular payment of subseription(s) subject to the general terms and
conditions..”.  As per Clause 4 of the 'General terms and conditions' printed ovetleaf of the
‘Certificate’ it is noted that "the customer shall be having the right to choose bis plot { all units in one lot)
Jrom any one of the projects intimated so, by the company. In case eustomer not willing to chose his option at
that time, be may intimate the company bis willingness to choose from the future projects of the cormpany. Tt
is noted from the documents provided by WATIL that it only “allots” the land in the name of
the customets/investors after seceipt of full payment/ and the expity of 36 months from the
comrﬁencement of contract in case of 'sash down payment plans and within a reasonable me of
180 days after receipt of at least 75% of the total amount of instalments in casc of ‘Tnstalment

Payment plans'. As per the information provided by WATIL vide letter dated July 31, 2014, the
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amount received by the company from 5365 investors under “Jastabment payment Plan” from
September 2010 to March, 2013 is ¥2.55 Crores and amount received for plot for sale from
485 investors under “Cash Down Payment Plan” from September 2010 to March, 2013 is ¥1.33
Crores, aggregating to a total of ¥3.88 Crores. Though the letter of allotment specifies the
survey number and location of the land, the sale deed is not executed and registered even
after the so called act of “alloiment” by WATIL. As per the ' Allotment Lette?, WATIL "reserves
the right to change the location of the allotment of land and allot an alternative site i any other place,"
Thus, these schemes do not appeat to be plain real estate transactions. Further, as pet “terms
and conditions” on the teverse of the application form, "if the transfer of such small plot of land is
probebited by law or otherwise not possible/ feasible) practicable, WATIL shall arrange for transfer of the
said plot in _favour of customers in joint holding with other custorsers." Considering the aforesaid, it
appears that WATIL also offers the land on pooled basis. In view of the aforesaid, it is
evident that WATIL is collecting funds from the 'austomer(s)'/ investors under its schemes
and the contributions/ funds collected from the ‘wustomer(s)'/ investors are pooled and utilized
fot the purpose of the 'sheme’ offered by WATIL. Hence, the instant 'sebere’ satisfies the first

condition of “paoling of contribution or payments", stipulated in Section 1TAA(2) of the SEBI Act.

il. The contributions or payments ate made to such scheme or artangement by the
mvestots with a view to receive profits, income, produce or Pproperty, whether movable

or immovable from such scheme or atrangement,

Yrom the copy of "Certiftvate” and ' Allotment Letter” issued by WATIL to one of its investors,
it is noted that if the customer/investor invested ¥ 50,000/- as a consideration amount for a
piot of 125 cents for a term of 1.25 years, at the end of the said term, an ‘Expected Resale
Value' ("ERV"'} for the plot indicated is I 60,000/-. Thus, the customer/investor is entitled
to an amount of T10,000/- as profit/return, As per Clause 13 of the tetms and conditions of
the agreement “In she opinion of company, based on curvent market situation and related Jactors,
developed part of land (for the unils specified in the agreement), upon completion of the development period
(i.c., at the end of the term of the agreement) and owning to value addition, may fetch a guaranteed realivable
prise as printed in the agreement. The guaranteed realizable value is the composite value of land,

plots, trees, etc. Clause 14 states that "tbe customer is entithed Jor a special loyalty benefits and to be
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il.

iv.

calculated on 'ERV” at the end of the lerm, which shall be payable only at the end ‘q/' the term of the
agroement. The said bensfits will be payable only if the entire consideration amount under the terms of the
agreement is duly paid and the agreement is in forve 1ill the ond of the term. The special bensfit rate will be
minimim of 6% and it may go upto 25% on ERV, depending upon the profitability of the company. The
company reserves i1s right fo decide upon the lpyally bensfits”  Hence, it is clear that the second
condition, which stipulates that the conttibutions or payments ate made to such scheme of
atrangement by the investors with a view to receive profits, income, produce or property as

stipulated in Section 11AA (2) (ii) of the SEBI Act is also fulfilled.

The property, conttibution or investment forming part of scheme or attangement,
whether identifiable or not, is managed on behalf of the investors, and
The investors do not kave day-to-day control over the management and operation of

the scheme or atrangement.

As mentioned above, it is clear that the customer/investor does not receive any rights to the
property and the same is managed by WATIL on behalf of its investors. It is noted from the
sample copy of application form provided by WATIL that the allotment and the subsequent
conveyance of the land/Plot(s) to the customer/investor shall remain subject to the Genera/
Terms and Conditions’ contained in the application form and "Certifizate" issued by WATIL.
Further, as per the "General terms and conditions’” mentioned in the “Certificate”, the possession of
the property rests in the hands of WATIL for the purpose of the developing cultivating, raising
crops etc. Though the " Alotment fetter’ contains details of the land/ plot, it is stated further that
“the company reserves the right to change the given location of the allotment and allot an alternate site at any
other place.” Thus, even after “allotment” neither the ownership ot nor possession of the land is
transferred to the customer/investor. As per the "General Terms and Conditions” the
'customer'(s)/ investors neither, at any stage, manage the property, conttibution or investment
forming part of the 'Scheme nor they have day-to-day control over the management and
opetation of the scheme ot arrangement and the conttibution or investment is managed and
utilized by WATIL on behaif of the "sustomers’/investor. The same can be seen from the

following Clauses:
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a) s per the “Ceeneral Terms and Conditions”, the management of the company reserves right o
discontinue] change/ anendy modify or alter prospectively any of the Rules [ regulations and payment

Plans and introduce new payment plan at any time at its sole discretion with or without any notie.

0) Even after registration, the possession of the property resis in the bands of WATIL for the himited
Dpurpose of the developing andf or , wherever considered appropriate by W.ATIL for sultivating, raising
crops, trees, plants, saplings, e harvesting and for carrying ont all such activities as ave allied and

ancillary thereto.

¢) On registration of Sale Deed in respect of Ploi(s), allotted to the customer, , the orivinal tile deeds thall be
£ 4 i
handed over to the Custodial Services Depariment of the company at Wisdom Agro Teh India
Limited"

In these facts and circumstances, it is amply clear that the “wustomer(s)'/investors do not have
day-to-day control over the management and operation of the 'Scheme(s)/ Plan(sf. The
‘customer’(s)/ investors do not at any stage, manage the propetty, contribution ot investment
forming part of the 'Scbeme / Plan(s) 'and the contribution or investment is managed and
utilized solely by WATIL. In view of the above, I find that the instant 'Scheme/ Plan(s)’ satisfy
the third and fourth conditions stipulated in section 11AA(2) of the SEBI Act.

15. In light of the above analysis and examination, it appears that the activity of fund mobilization
by WATIL, under the 'schemes’, when considered in light of peculiar charactegistics and features
of such scheme, as discussed in the preceding patagraphs, prima fuie satisfies all four conditions

specified in Section 11AA (2) of the SEBI Act.

16. In this context, it is relevant to refer to the obsetvations of the FHon'ble Supreme Coutt of India
in the matter of P.G.I" Lamited & Ors. ws. UOI & Anr. (MANU/SC/0247/2013)" _sub-section (2) of
Section 11 AA, which defines a collective invesiment scheme disclose that it is not restricted 1o any particular
commerdial activety sueh as in a shop or any other commercial establishment or even agricultwral aperation or
transportation or shipping or enterlainment industry ete. The definition only sesks to ascertain and tdentify any

scheme or arrangement, irvespective of the nature of business, which atfravls investors to invest their funds af the
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17.

18.

19.

instance of someone else who comes formard fo promote such scheme or arrangement in any field and such scheme or

arrangement provides for the varions consequences to reslt there frons."

In view of the abovementioned analysis and examination, I, find that WATII, is engaged in the
activity of mobilization of funds from the general public which cleatly falls within the ambit of

"collective investment schemes’ as defined in Section 11AA of the SEBI Act.,

I note that in terms of Section 12(1B) of the SEBI Act, “uo person shall sponsor or cause to be sponsored
or cause to be carvied on a ‘collective investment scheme' uniess he obiains a certificate of n;gz',rtral‘zbﬂ Jrom the
Board in accordance with the regulations”. Regulation 3 of the SEBI (Collective Investment Schemes)
Regulations, 1999 (hereinafter referred to as "CIS Regulations") also prohibits cattying on CIS
activities without obtaining registration from SEBI. Therefore, the launching/ floating/
sponsoting/causing to sponsor any ‘wlective investment scheme’ by any ‘person’ without obtaining the
certificate of registration in terms of the provisions of the CIS Regulations is in contravention of

Section 12(1B) of the SEBI Act and Regulation 3 of the CIS Regulations.

It is observed that all the factors and charactetistics of the activity of sale/ purchase and development
of plot/ land propounded by WATIL as mentioned in the preceding paragraphs, is nothing but a
smoke scteen of its fund mobilizing scheme/atrangement from the public, and WATIL has not
obtained any certificate of registration from SEBI as required under Section 12(1B) of the SEBI |
Act read with Regulation 3 of the CIS Regulations. It is noted that Mr. Anantharaman
Nallaperumal (DIN: 03174067), Mr. Govinda Pillai Reghukumatan (DIN: 03618674), M.
Gilbert James Dhason (IDIN: 03618678), Ms. Kumaresan Vasanthakumagi (DIN: 03618684), Ms.
j_eyashoba Thankappan Rajam (DIN: 03618687) are the ditectors who are in chatge of and
responsible for the day to day affairs of WATIL. Further, Mr. Prabhu Kannan (DIN: 03174001)
was the Ex-Managing Director of the company, who stated to have resigned from the
directotship of WATIL on September 12, 2011, However, the fund mobilization by WATIL.
started since September 2010. Further, as mentioned above, as per -information provided by
WATIL, a major fraud to the tune of T62.36 lakhs was committed by Mr Prabhu Kannan and 2
civil suit and a ctiminal case has been filed against him. Hence, he is also equally responsible for

the violations committed by WATIL.
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20.

21,

22,

23.

[ also find that the activity of illegal mobilization of funds by WATIL through its schemes, prima
Jacie, amounts to a fraudulent practice in terms of Regulation 4(2)(t) of SEBI( Prohibition of
Fraudulent and Unfair Trade Practices relating to Securities Matket), 2003 ("PFUTP

Regulations").

As mentioned in para 7 (v), WATIL had submitted vide its letter dated July 31, 2014 "' Under the
circumstances, the company is in the process of closing down the activities. No fresh products have been launched,
Under the instalment payment schemes already launched, the monthly insialment amounts being received are
shown as “renewals”. 1t is however a fact that the entire fund raising activity undertaken by
WATIL has been an illegal exercise as detailed in this Order. Furthermore, WA'TIL itself has
alleged that one of its Directors siphoned of the funds from the company hence, it appears that
there is no safeguard for the investments made by the investors. Considering all these facts and

circumstances, an immediate course of action is warranted in the instant case.

Protecting the interests of the investors is the first and foremost mandate of SEBI and therefore,
SEBI has to take immediate steps to prevent activities if companies or persons defrauding the
investors and damaging the orderly development of the securities market. In otder to ensure that
WATIL and its Directors (past and present) do not collect futther funds under its scheme/plans
and to safeguard the assets/property acquired by WATIL and its Ditectors from the funds of
the investing public until full facts and materials are brought and final decision is taken in the
mattet, it becomes necessary for SEBI to take utgent preventive action by way of this interim
measure. In the light of the above, I find no othet alternative but to take recourse to an interim
order against WATIL and its past and present Directors for preventing them from further
carrying on with the fund mobilizing activity by launching ‘“collective investment sheme', without

obtaining registration from SEBI in accordance with law.

In view of the above, 1, in exercise of the powers conferred upon me under Sections 11(1), 11B
and 11(4) of the SEBI Act read with Regulation 65 of CIS Regulations, hereby direct Wisdom
Agro .Tech India Limited and its Directors viz., ate Mr. Anantharaman Nallaperumal (DIN:
03174067), Mr. Govinda Pillai Reghukumaran (DIN: 03618674) Mr. Gilbert James Dhason
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“a

(DIN: 03618678) Ms. Kumaresan Vasanthakumari (DIN: 03618684) Ms. Jeyashoba
Thankappan Rajam (DIN: 03618687) Mr.Prabhu Kannan(IDIN: 03174001):
(1) not Lo collect any fresh money from investors under ity exisiing sehemses;
(ii) not to launch any new schemes or plans or float any new companies lo raise fresh moneys;
(iii) to immediately submit the latest invenlory of the assels invluding land obiained through money raived by
WATIL,
(iv) not to dispose of or alienate any of the properties| assety oblained divectly or indirectly through money raised
by WATIL; '
(v) not to divert any funds ruised from public at large which are kepi in bank acount(s) andfor in the wnstody of
WATIL. |

24. The above directions shall take effect immediately and shall be in force until further orders in

this regard.

25. This Order is without prejudice to the right of SEBI to take any other action that may be

initiated against WATIL and its Directors (past & present) in accordance with Jaw.

26. The prima fade observations contained in this Otder are based on the material available on
record. In this context, WATIL and its abovementioned Directors may, within 21 days from the
date of receipt of this Order, file their reply, if any, to this Order and may also indicate whether
they desire to avail themselves an opportunity of personal heating on a date and time to be fixed

on a spectfic request made in that regard.

Place: Mumbai

Date: December 10, 2014 W TIME MEMBER
SECURITIES AND EXCHANGE BOAE INDIA
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