
 
 How to Rig a Stock 

 The Oasis Media Matrix case shows how easy it is to manipulate a stock using demat 
accounts of innocents. 

 R ACHNA MONGA   
  

Not even in his wildest dreams had Asif Chippa imagined that his job 
as an electrician would make him a target of investigation of the 
Securities and Exchange Board of India (Sebi), the capital market 
regulator. At the fag end of 2004, the 24-year-old from Ahmedabad 
and his wife Zaheeda received a notice from Sebi, asking them to 
certify that they held a demat account with the Panchavati branch of 
the Stock Holding Corporation of India (SHCIL). Later, Asif got 
another notice asking him to explain transactions worth Rs 5 lakh in 
his account No. 80257 in the Bhuj Mercantile Co-operative Bank 
(BMCB), Ahmedabad. “I earn Rs 8,000 a month,” Asif says, “I have 
never invested in the stockmarket.” Since the first Sebi order in 2004 
though, Asif has needed to make many trips to Mittal Court, which 
houses the Sebi headquarters.  

Over the past one year, 30 other individuals have received similar 
notices from Sebi. All these were part of Sebi’s investigation into the 
trading of Ahmedabad-based Oasis Media Matrix (OMM), a BSE-
listed company. This was the firm where Asif worked as an electrician 
from 1996 to 2004. 

OMM may have just gone down as another case of penny stock 
manipulation had its modus operandi not mimicked that of the IPO 

scam. A bit about the company: Oasis Media doesn’t do anything that’s remotely connected to the media. 
In fact, it is not clear what it does. Its market capitalisation is about Rs 1.68 crore. In essence, it is what is 
termed a ‘penny stock’.  

 
SCAMSTER'S DEN: The 
seventh floor of this 
building in Ahmedabad 
houses the registered office 
of Oasis Media Matrix    



Sebi’s investigations show that the company’s promoters, along 
with a few friends and broking entities, artificially increased the 
trading volume of the OMM’s stock. They also managed to bring 
about a spike in its price. Sources say that the interesting thing is 
that many of the people whose demat and bank accounts were 
used in this operation were clueless about their accounts being 
misused. In its show cause notice sent out on 10 July, Sebi has 
booked 18 individuals for fraudulent and unfair trade practices.  

OMM was founded as Ratnajyot Metcast in 1996. In April 1996, 
three promoters — Mahendar P. Shah, Hitesh Patel and Kalpesh 
Rawal — aided by Jatin Shah, then a small-time broker, 
mobilised Rs 4 crore through a public issue. Shareholders BW 
spoke to say that the company did not manufacture any steel 
castings, as stated in its prospectus. Soon after the IPO, it 
changed its mandate to undertaking financing and trading of 
shares. No RBI approval was taken even for this. Later on, Jatin 
Shah took over the company as its promoter and brought in his 
associates Chandrakant Bakul Mehta and Kamlesh Shah. Again, 
the company changed its line of activity to media and also 
changed its name in 2002. “The company isn’t undertaking any 
business now. We hardly manage to pay salaries to our directors 
and auditors,” says Jatin, who is solely responsible for the 
operations of the company. But sources say that the registered 
office of OMM at Old High Court Street in Ahmedabad operates 
as a passport agency.  

A few employees and shareholders BW spoke to allege that 
OMM works as a conduit to convert unaccounted cash into 
stocks and has cheated many of its associates in the process. 
This is how it works: investors with unaccounted cash pass it on 
to OMM promoters and are promised a good return on 
investment. The promoters then use this money to create 
artificial volumes in the OMM’s stock price. This is done by 
transferring money and shares in the demat and bank accounts 
of their associates. Some would willingly allow their demat 
accounts to be used, but most of them remain unaware of such 
misuse. Or the promoters would approach their friends and 
associates to become directors of Oasis in lieu of the company 
shares. While some of them, lured into such a scheme, haven’t 
got their money back, their demat accounts have been used for 
trading in the company’s stock. When contacted by BW, Jatin 
Shah refuted these allegations. But Kamlesh Shah, who held 3.23 per cent shares till March 2003, said 
that he has always been an acting promoter and has never traded in Oasis shares. “I am in the rice-milling 
business. I came on the board of Oasis at the request of my friend, Chandrakant,” says Kamlesh. 
Chandrakant refused to comment.  

The sharp movement in OMM’s share price and its shareholding pattern bears evidence to the operations 
of the firm. Oasis is a thinly traded stock with a paid-up capital of 5.26 crore shares, but on an average, 
20,000-25,000 shares are traded daily. The stock price usually quotes at 30-50 paise, but witnesses sharp 
swings occasionally. For instance, during November 2001-June 2002, the stock went up from Rs 1.21 to 
Rs 3.50 and came down to Rs 0.90 by September 2002. By July 2003, it was up to Rs 2, and over 10 lakh 
shares were being traded daily. Since then, the stock has traded at 30-50 paise and saw another spike 
during August and September 2005 (See ‘Oscillating Oasis’).  

Sebi has been investigating the price movement since 2003 though the promoters are said to be rigging 
the stock since 2002. Apart from the sharp fluctuations in the stock price, even the shareholding pattern 
changes quite frequently. During the year ending March 2006, public shareholding in the company went up 
from 75 per cent to 90 per cent as promoters divested 13 per cent stake . The rest 10-12 per cent holding 
has been held by a few non-promoter entities. In fact, since 2003, there have been 100 shareholders, who 

  



have held over 1 per cent holding in the company. Interestingly, many of these shareholders received their 
stocks in a rather curious manner.  

   

Here’s how the story goes. In January 2004, OMM had forfeited 2.14 crore shares on the grounds that the 
full allotment money wasn’t received from its shareholders. As a result, Vidyaben Shah, the majority 
shareholder with 25 per cent stake in OMM since its IPO, has been reduced to just a minority shareholder 
now. While promoters had promised that her partly paid-up shares would be converted into fully paid-up 
shares, the shares were forfeited and not re-issued to her. So, her stake was reduced to just 2 per cent. 
OMM then re-issued the forfeited shares at Rs 0.27 (at a discount of Rs 0.73 to the face value of Rs 1) and 
allotted them to 32 investors. As a result, the number of investors with more than 1 per cent share, 
increased from 13 to 25 during the quarter ended March 2004. As the shareholding pattern over the next few 
quarters show, most of these investors had offloaded the stock at a higher price. Some of them happened to 
be close associates of the promoters. But there were many, like Asif, who was oblivious of the fact that he 
had been allotted 14 lakh shares. 

Asif says that the SHCIL demat account (No. 30249125), was never opened or even operated by him. “The 
directors of the company promised to send me abroad. In 2001, they asked for my passport, and then in 
2003, they opened my bank account with BMCB and made me sign a few blank cheques as part of the visa 
procedure,” he says. His signature on the passport is different from that on the NSDL’s form, which was 
opened on 23 November 2002. Interestingly, the copy of the passport, which was submitted as a proof, 
didn’t clearly show the signature as it was masked. This demat account of Asif has been operated since 
December 2002 as the shareholding pattern shows that he owned 3 per cent shares at least till June 2003. 
Besides SHCIL Asif says his second demat account with a local broker, Khandwala Integrated Financial 
Services, is also being operated, but with a different spelling: Ashif. He has given the copies of original 
signatures to Sebi, and in its notice, Sebi states that the demat account opened in his and his wife’s name 
were fake. Nonetheless, he is among the list of gullible fronts used by the promoters.  



  

Asif claims that the company directors also operated his BMCB account. In a notice dated 20 June 2005, 
Sebi had asked him to explain debit and credit entries of Rs 5 lakh on certain dates in 2003. These transfers 
were made to the close associates of the company’s promoters. In all, Asif’s demat and bank accounts are 
being operated since 2003. “I never got any regular statement of the demat and bank accounts. It could 
have alerted me about any misuse” he says.  

Rupesh Shah, another victim and, ironically, a close friend of Jatin, never thought that lending his name 
could put him in a spot. As Rupesh’s firm, VR Enterprises (VRE), wasn’t doing well, he decided to assist 
Jatin in OMM. Rupesh allowed the promoters to use his and his wife’s identities. For this, he got Rs 3,000 a 
month. As a result, he came under Sebi scrutiny and in March, VRE was slapped with a notice from the 
income tax department. According to them, his firm owed OMM Rs 1.5 crore. In its books for the financial 
year 2003, OMM had shown Rs 1.5 crore as loans and advances to VRE. The promoters and directors of 
OMM were using the firm’s current account with the Khanpur branch of Bombay Mercantile Co-operative 
Bank to route money between OMM and its promoters and directors. So, if OMM credited money into this 
account by cash or cheque, the same amount was debited from it the same day and transferred to the 
directors or their relatives. In his reply to the I-T department, Rupesh has clarified that VRE doesn’t owe any 
amount to OMM.  

Asif and Rupesh represent the set of people who have been the victims of this scam. But there have been 
disgruntled shareholders like Devang Parikh who have been complaining about the activities of OMM’s 
promoters to the regulators, stock exchanges, Sebi, RBI, and Department of Company Affairs (DCA) for 
almost a decade now (BW has copies of several such complaints). One of the complaints to BSE say that 
the filing of quarterly results is just a copy-paste job for OMM. The company directors simply file a copy of 
some other company’s results that have been published in the newspapers. Most of the quarterly results 
filed with the BSE show similar figures — income of Rs 70,000 and a net profit of Rs 10,000. Parikh has filed 
12 complaints with the BSE since 2002. Based on these complaints, the exchange has sent two notices to 
the company so far. “An inspection, under section 209A of the Companies’ Act, was conducted based on my 
complaint. But even after going through the Right to Information Act, I am not aware of the outcome,” says 
Parikh. However, Jatin Shah refutes these allegations.  

While Sebi’s investigations into OMM are still underway, there could be many such firms that abuse the 
banking and the demat system. Of course, post-IPO scam, efforts are underway to weed out multiple or 
benami demat accounts: the PAN has been made compulsory and banks seem to have become more 
vigilant. But can these moves ensure that these bank and demat accounts are used only by the account 
holders? Can these moves ensure that black money doesn’t find its way to the stockmarkets? 

 


