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rreies Dragon Sweater & Spinning Limited (DSSL), ‘issuer® f&ma @ l' i
Scafe); ‘ IHb

Partners, Chartered Accountants, was appointed as special auditors for ':

initial public offering (IPO) proceeds of Dragon Sweater & Spinning Lin

As per instruction of the commission, M/s. MABSu*& J Partnqrr (i
O] g I

submitted special audit report;
Whereas, M/s. MABS & J Partners, Chartered Accountants, am

proceeds of Dragon Sweater & Spinning Limited:

(1. Significant amount of expenditure was made through cash and not
As per Para 7 of Part C of the Consent Letter all the expendituré :
have been made through certain banking channel, But DSSL ma¢
total IPO Fund of Taka 400,000,000 in cash. lnﬂtery cases 1. .U
and spare parts, purchase of building materials, pyyment for Ij ‘
for working capital, DSSL has made cash payments, violat
condition laid in the Consent Letter in addition to common

Followings are the details of cash payments in respect of separaté |

Heads of expenditure

|

Purchased
through cash

'||Imported Machinery and Spare

parts &  Cleaning  Erection,
Loading/Unloading, Transportation
& Installation Cost

| m?'8,712,816[
|

‘Building & other Civil Construction

| 178.943,389)
|

|3 |/[Working Capital ||| 25,587,024 !:: ‘ 0570|
' TR |
| L
|4 ||[IPO Expenses 1] ;‘*}‘,242,021] []:r | i il
. [ Wi i
| Total: [ 214,485,250]| [ 5362%] ||
I
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~ Total of Tk. 8,712,816 (Tk. 1,546,850 for Maching%es and Tk. '}l f
paid against Machineries and Spare Parts without using any banki
cover 5.17% of total expenditure of Tk. 168,628,089 of machineries a

# Till November 2016, the company has utilized PO Proceeds of Tk. 18
Building and Other Civil construction. Out of thlk amount, Tk/! o3 38
through cash. Cash payment covers 97.22% of total expenditur rred und

» DSSL paid an amount of Tk. 25,587,024 in cash as s4lary and wages mployees fi
from December 2015 to March 2016, which was ng
Fund, as per published approved prospectus. Moreover, this amoun
profit rather retained in the working capital as deferred payment, res

Building and Other Civil Construction.

.included in th

DSE .utihzal
i Ot b en char
pverstate

» PO expenses have been incurred through cash instead of cheque. Duf g the perio

02.

» DSSL did not maintain ledger and other supporting [documents in
Building and Other Civil Constructions as mentioned in the publish
20-21) which made it difficult to trace out that IPO proceeds have been | utilized for| th
specified in the prospectus (Pg. # 20-21) against Building and Other Ci %I;COnstruction.

Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per led o ! as heen |spe
cash. Cash payments cover 8.50% of total expendlturt under this he

CFD’s Comments: The Company has transacted Tk. 214,485,250 as cash violating Par

C of the Commission Consent Letter No.SEC/CI/IPO-181/2012/621 ate December

penditu

From the aforesaid activities it appears that the company has dive lts IPO| fund

214,485,250. Enforcement department may take necesgary action re F
Ml[: Fﬂ
Books of accounts were not maintained proper \

which were necessary to ensure accountability of utilization of [P0 eeds. D
as follows: fd |
~ “Imported Machinery” and “Spare Parts & Clearing,
& Installation Cost” are separate head as per approved and publis|
maintained one ledger for these two heads representing total am
Moreover, DSSL has shown above mentioned two heads in the Fund Utilizati ate
157,938,707 for Imported Machinery and Tk. 10,689,382 for Sparé learing

y:

Loading/Unloading, and Transportation & Installati

E&rectlon Load f]l bading, Trar

Cost. Thelj |
Parts & Clearing, Erection, Loading/Unloading, Transportation & I

with the ratio mentioned in the Material Management
with two separate lists of Machinery and Spare Parts for the same amojj

Policies of D$ é !
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CFD’s Comments: ‘
1. The audited financial statements for the year ended on June 3 2 16 have bee
including transaction of IPO proceeds. So, the financial statemgnts for |the yedr en
June 30, 2016 do not reflect true & fair view of the comp= ffal d 1
operation. ‘ [| i
2. Director’s declaration as to financial statements in the annual L

3.

» As per published approved prospectus (Pg. # 21), By 1ldmg and ot

~ Implementation schcdule as mentioned in the publlshed approved p

04.

mammﬁﬁr@ﬁr%@wgm@ Wl .--' ".'

period ended 30 June 2016 that:
a). The financial statements prepared by the management 0

whlch were necessary to ensure accountability of utilization of IPO

provided false and misleading information to the Commission and in

activities the directors have violated the provision of Section 18 of ths

Ordinance, 1969, ‘ | |'
\

Implementation schedule has not been followed as per approved/ _Ibl
Full amount of the IPO Proceeds has not been utilized and im
specified time as mentioned in page no. 21 of published approvgd
where implementation schedule has not been m W'

have been completed within six months after receiving the [PO F{‘} d (i

construction of building has not yet been completed. Besides, no wo
any other similar documents were prowded to us to understand he present st
construction work. Moreover, expenses in this regard have been excg¢gde
the amount of Tk. 183,117,500allocated for this heaq

making delayed payment of Audit Fee on 23" November 2016, wh
for this expense was specified as within 3-4 months after recew 2
company received IPO Proceeds in February 2016. |
CFD’s Comments: From the aforesaid activities th Company Iﬁg
the Commission Consent Letter No.SEC/CI/IPO- 181 012/621 date

IPO Fund,

Machineries were not purchased in accordance w:th published Pros l gc
Imported Machinery & Spare Parts including 12 sets of A r ‘conditio
1,285,000, 100 sets of UPS for Tk. 2,415,000, 6 sets of exh st 3,“: or k.
Generator (mini) for Tk. 1,250,000 and 235 p s of PlastchH) or 1

purchased using IPO Fund. However, under the head of “Use o IPO Proce

no. 18 to 21 of the published approved Prospectus, does not mclugle uch items.

should have been procured for Tk. 24, 200 ,000 %t actually Prf
KVA originated from England for Tk. 23,712,000. Five pcs

(Originated from Germany) should have been procured for T
machines were procured from IPO proceeds. Furthermore, 320 set
(Originated from China) were purchased for Tk. 1,552,000 each W

1shed prospe
lemented wi

|93

mddtlis has been vi
expenditure
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such machines should have been procured for Tk. 2,000,000 eac
approved prospectus (Pg.# 19)

from the shareholders in the shareholders’ mteling, was |
inimated to BSEC & Stock Exchanges for aft

aforesaid Para of the Consent Letter.

CFD’s Comments: From the aforesaid activities the Company has
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resaid cases _

the Commission Consent Letter No.SEC/CI/IPO-181/2012/621 dated f C

015. Errors of omission/commission of accounting entrigs L J
In some cases, we observed accounting error in recording tran:

made due to error of omission/commission in making entries in e

Some instances are as follows:

Financial Statements for the year ended 30 June 2016.

» DSSL has paid total of Tk. 545,000 through the cheque no. 6237364 |(
namely, Destination Travel Services Limited agamsl purchase of :}1
to Working Capital which is contradictory to the Para 8 of Part C o

Ll

==t @+ show-cause-cum-hearing notice 7@ ==- BS
2059 (27 I GR 2V GAT 2059 SR VA e 1y v @
Limited (DSSL)«a g «fasmee, @A Afoa - Sy vrﬁsram T ffefefa
soy 4 Sifard i T @R e 9y wike s | ans wmwﬁ@@ ¢

CFD’s more comments regarding the said specidﬂ'Ludit renort“‘”'h L
01.

It appears from the auditors’ report that DSL has done followj 10!
Significant amount of expenditure was made through cash and)
Books of accounts was not maintained properly;
Machineries were not purchased in accordance with published [Pros
Complete disclosure with regard to lmponec‘ machmerles ey
financial statements/books of accounts; and T i

Errors of omission/commission of accounting entries

" [ ! -
2 g
as per

‘ | o
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Observation 01. Significant amount of expenditure was made t

charged as expenses:
Query:

LIRIERICH DIT-320

Total of Tk. 8,712,816 (Tk. 1,546,850 for Machineries and '
Parts) were paid against Machineries and Spare Parts without using a il
payments cover 5.17% of total expenditure of tk. 168,628,089 of mach

\Il‘

L\pldnatmn These are the integral part of capital mac ineries in orde; lo ontrol

box, Steel Box, Hole cutting, Tube light and Cable Tray (,over havga

because of they are small traders.

Query: Till November 2016, the company has utilized [*?O Proceeds off il
purpose of Building and Other Civil construction. Out of this amount T}
spent through cash. Cash payment covers 97.22% of total expenditure in

Building and Other Civil Construction.

Explanation: The factory is located in a remote area,

why majority of the expense was paid in cash.

i
‘ l| Iy
Query: DSSL paid an amount of Tk. 25,587,024 in cash as Salary an ;gi‘*’= es to er
the months from December 2015 to March 2016, which was not i h'l ed in the
utilization of IPO fund, as per published approved progpectus. Moreo

where there is m || ‘
who accepts cheque. Some of those suppliers ask for 5-7% up c: Arge
construction materials against cheques but instant delivery with 5-7%|lower rate or
available. The company has taken advantage of cheaper price by paying|¢ash. This is t

|

been charged against profit rater retained in the workip

overstatement of profit.

Explanation: Since its inception, Dragon Sweater & Spinning Limite,ﬁad always
salary & wages through cash. This is why it was all paid in cash. Howgver, now tl
industries are moving towards other methods of disbyirsement, Dr f Ek

Limited is currently in negotiations with Dutch-Bangla Bank Limited m@pil¢ bankin ol
that all salary & wages can be paid through mobile banking. Due to the|¢ompany size, it wi

implemented in phases. In accordance with prospectus page # 19, we had declared !
Capital Tk. 2.97 crore . From that fund, we have incu ed salary and @

DSSL has been maintaining accrual basis of accounu
been provision in every month according to BAS-37.
Query:

_capital as *’Tj

as per BFR

[PO expenses have been incurred through cash instead of cheque. !
Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per ledger) has beert spe
payments cover 8.50% of total expenditure under this head of expenditure.

L

)
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purchasec

184,053,535 fo
¢, 178,943,389 has :
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Explanation: There were some technical and petty expenses that ha‘ b'be i
to ensure smooth completion of the IPO. Lottery was organized by the po
the fact that 23 times more application were received which had to
Mentioned petty cash of Tk. 12.43 lacks was spent in }ash. As a matig
|

were paid in cash Tk. 501,104 was paid to BUET|#wthority by||i
0081459 dated-14/02/16 from SBAC Bank. Balance Tk. 730,621 wel
no supplier available for supplying hanging banners, posters, uaiz
systems, tonners, food packets, water, launch boxes, security fo
conveyance, flowers etc. Therefore cash purchase was allowed for .Hn 56
assure smooth and quick completion to the satisfaction' gf the post 1%

of the management.

Obervation02. Books of accounts were not maintained properly:

but DSSL has maintained one ledger for these two heads representing tg
168,628,089. Moreover DSSL has shown above mentioned two heads in ti1é Fund
Statement, Tk. 157,938,707 for Imported Machinery and Tk. 10,689,38 !
Llr.arm&, Erection, Loadmg/Unloadmg and Transportat?on & Insta]l'altl

Cost in accordance with the ratio mentloned in the Material Manageme t Policies o
Later, we were provided with two separate lists of Machinery and Spare arts for the s
amount as reported above. bk

| & it

0 eh=ad f

ot maintai
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WO nea

i
Explanation: Dragon Sweater & Spinning Limited has‘Leen mamtamq ko
Plant & Machinery in the General Ledger since long. But the company di
head of accounts in the General Ledger for Spare Parts and accordmgly

ﬂ
Query: DSSL did not maintain ledger and other supporting documents
Building and Other Civil Constructions as mentioned in thﬁ= ublished appro
which made it difficult to trace out that IPO proceeds have fpeen utilized ¢
prospectus (Pg. # 20-21) against Building and Other Civil Cdnstruction.

the Financial Statement. However, it has been segregated in the Pros
statement for a better and clearer understanding. In future DSSL will
accounts for Plant & Machinery and Spare Parts if necessary.

e #
ing

Explanation: Building constriction material detail have been given in pr
accounting has been prepared according to BAS not as material name. There
in BFRS like RCC work, Rod, Brick work and Grill work. 'For that reasob;
expenses as Capital Works- In- progress.

pag
Nno account

has
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Observation03. Implementation schedule has not been followed as p
prospectus.

‘ ivil
should have been completed within six months after receiving the IP()| Jfi }‘ | (1{
But construction of building has not yet been completed. Besides, no wditk
or any other similar documents were provided to us to understand the préisent status
construction work. Moreover, expenses in this regard have been exceedgdib: Tk. 93
the amount of Tk. 183,117,500 allocated for this head. li§i: u[;;; |+ '1I'T+" I

Query: As per published approved prospectus (Pg. # 21*), Building a% (

Explanation: Since this is a multi-storied building with a very heav ; st ucture, group
S.| As| you will {[
; e ii:,‘

could not be made possible unless it is approved by the engineg
construction has various problems and issues which arise unpredic
experts, we can only go as per the expert’s advice. éufﬁment proé
implementation. Moreover, with added and unplanned work come adde s e penses
such as bricks, rods, sand, cement and labour prices have increased since IPO appl

ince

is why there is an increase in expenditure when compared to the allotted amount as

provided documents. The completion certificate or any other similg i duments
produced by appropriate authority unless the entire coﬁg{'ruction is comi

1] \

il | .
Query: Implementation schedule as mentioned in the publlshed approved prospectu
violated by making delayed payment of Audit Fee on 23" November 20 wh}reas

time line for this expense was specified as within 3-4 mg nths after re Fu

T J +

1
Explanation: Previously DSSL maintained financial year was January‘ J
been changed as a result financial year January to June. For that reason
for the period 18" month accordingly accounting year% mpleted 30th
audit fee has been paid on 23" November 2016. i

the company received IPO proceeds in February 2016.

s beg

Obervation04. Machineries were not purchased in accordance with

Query: Imported Machinery & spare parts 1nclud1r1;, 12 sets oLfll Q qui];i(i)
r

1.285,000, 100 set of UPS for Tk. 2,415,000, 6 set of exhaust fan fo , (08,000, o
(mini) for Tk. 1,250,000 and 235 pcs of Plastic Box for Tk. 180,950 ere purchas
Fund. However, under the head of “Use of IPO Proceeds™ in page nl
approved Prospectus does not include such items.

As per published prospectus, Generator of 1400KVA oqa\gmated fron
prucurcd lor Tk 24,200,000 but actually procured a generator of

ompletlon

h ll ecember.
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m4

E-xplanation: These are the integral part of capital machineries in ordé

power fluctuations and proper operation and maintenance of the

peripherals, such as AC, UPS, Exhaust fan, Plastic box etc. purcha“ :

machines will result in a total financial and operationpl loss. DSSL |
purchasing UK made Generator instead of American Generator bec‘a1

lt.\\ and the performance and warranty perlod will be better as per )

l()8 628.089 for purchasing 320 sets of Knitting Machine, Generator‘
Plastic Box etc. As there was no scope to give more detail under Machi
as shown in the Prospectus, the DSSL has shown all the above mentiong

head of Plant & Machinery while submitting the TPO fund utilization cetifiee
Y g F _

not recorded in the books of accounts. fet

Query: Underwriting fee of tk. 1,000,000 in relation to ‘PO Expensef .

availability of supporting documents

Query: PO Expenses of tk. 914,484 was wrongly char&ed under thT! it

in the Financial Statement for the year ended 30 June 2016.

Explanation: It is a clerical mistake which is done by accounts clack &

corrected in proper head of accounts by Journal entry

Query: DSSL has paid total of Tk. 545,000 through the cheque no.
agency namely, Destination Travel Service Limited against purchase

Explanation: Working capital includes marketing act1v1lues as well 111‘ ji der

and new orders for the company

It is worth mentioning that during the period the company made expens
the Chief Accountant of the company who was responsible for r-; 0

IFor that reason, we were faced problems. ”
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mtzg, Dragon Sweater & Spinning Limited (DSSL)«s|fFf® 2wy
ciifor#ra sferamisigg Dragon Sweater & Spinning Limited (DSSL)‘%?FRT
=z wfasiEna aefer fagm section 22 of the Securities and Exchange

([T AT Ga Tl =T SCATT;

AT 24 8 TSl TR Y % TR a3 TTR

wwwq, Ctry, Fhme, Sfafve ars fraw farasds, Securities and Exch

No. XVII of 1969) @& Section 22 (a1 The Securities and| Exchange (Ar
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i |
mmzy, Securities and Exchange Ordinance, 1969 (Ordﬂ'+ance No. XM 969) it s
eEE Dragon Sweater & Spinning Limited (DSSL). ‘issuer’ | 7 (Tog9a
tais); gl

wrzy, Commission’s decision, for the interest of general mvesto/
Partners, Chartered Accountants, was appointed as spelllal auditors (F
initial public offering (IPO) proceeds of Dragon Sweater & Spinning

As per instruction of the commission, M/s. MABS & ] Partners? artered
submitted special audit report;

th,reas M/s. MABS & J Partners, Chartered Ac

As per Para 7 of Part C of the Consent Letter alq]the expendit | ‘
have been made through certain banking channel. But DSSL mad ore th
total IPO Fund of Taka 400,000,000 in cash. In every cases i. ¢! purchase o

and spare parts, purchase of building materials, payment for IPQ Expenses and
for working capital, DSSL has made cash dp;;l[yments, violatipg the above
ds{

M/s.

c, M ;
i liting of| utjliza
ted (DSSL).

condition laid in the Consent Letter in addjtion to com ractice| af
Followings are the details of cash payments in respect of separz  of expet
p——— oot ||
|| Sl = Purchased
| No. | | Heads of expenditure | through cash rt‘fl! | ]
i _ pro¢ gds
iﬁl Imported Machinery and Spare 4 |ng } |[Singe
parts &  Cleaning Erection, | lmpal‘lgi 5
Loading/Unloading, Transportation _ | “ 3 and | spare
& Installation Cost [ 18,712,816] ([ [[B18%]||not .
TRl | [separat
U
2 |/[Building & other Civil Construction | | 178,943,389 |, W‘L%|
i [
1l
3 |/[Working Capital || 25.587,024)|  la40%|||
| | il
[ 4 ||[IPO Expenses [ 1,242,021 0‘:.31%]
[ — Total: |24 ass,250) (T | |
| i |
— H :lll‘

v
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~ Total of Tk. 8,712,816 (Tk. 1,546,850 for Machineries and Tk. 7,
paid against Machineries and Spare Parts without using any bar
cover 5.17% of total expenditure of Tk. 168,628,08@' of machineri‘f &l

» Till November 2016, the company has utilized IPO Proceeds of Tk.
Building and Other Civil construction. Out of thjs amount, Tk.
through cash. Cash payment covers 97.22% of pal expendit
Building and Other Civil Construction. H i

Fund, as per published approved prospectus. Moreover, this amount 125 T
profit rather retained in the working capital as deferred payment, ﬁsH intioverst
! !

» IPO expenses have been incurred through cash instead of cheque. During
Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per ledger)|has bee | sper
cash. Cash payments cover 8.50% of total expenditure under this hea 0] xpe dlt re.

CFD’s Comments: The Company has transacted Tkl 214,485, 25? '
C of the Commission Consent Letter No. SEC/C!/IJ%O-ISIIIZOIZ Z
From the aforesaid activities it appears that the company has d;‘; :
214,485,250. Enforcement department may take necessary action rega d

02. Books of accounts were not maintained properly: |
During the audit work, we observed that DSSL tid not maintai iome books
which were necessary to ensure accountability of utilization of it} Proceeds.
as follows: '8

# “Imported Machinery” and “Spare Parts & Clearing,
& Installation Cost” are separate head as per appr
maintained one ledger for these two heads repr
Moreover, DSSL has shown above mentioned two heads in the |
157,938,707 for Imported Machinery and Tk. 10,689,382 for Spa dlig
Loddmg/Unloadmg, and Transportation & Installation Cost. The ¢gmp
Parts & Clearing, Erection, Loading/Unloading, Transportatlon & In ,
with the ratio mentioned in the Material Manageme*nt Policies of] sater, wel v
with two separate lists of Machinery and Spare Parts for the same am il l as reé port

Building and Other Civil Constructions as mentioned in the published D roved pr
20-21) which made it difficult to trace out that IPQ| proceeds hav. 4 | f '."ed fbi
specified in the prospectus (Pg. # 20-21) against Building and Othefr|(l nstrugti
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CFD’s Comments:

including transaction of IPO proceeds. So, the financial statemg
June 30, 2016 do not reflect true & fair view of the compal
operation. i | \T‘
Director’s declaration as to financial statements in the annual rt
period ended 30 June 2016 that:
a). The financial statements prepared by the management o
its state of affairs, the result of its operation, cash flows ai
b). Proper books of account of the company'have been m
But, it appears form auditors’ report that the company did not £
which were necessary to ensure accountability of utilization of IP(
provided false and misleading information to the Commission and
activities the directors have violated the provision ¢f Section 18 o

Ordinance, 1969. q I “

06.
Full amount of the IPO Proceeds has not been utilized and|jr
specified time as mentioned in page no. 21 of published appro
where implementation schedule has not been

~ As per published approved prospectus (Pg. # 21)

re :l_n:
i

Implementation schedule has not been followed as per approv dl g )
ed prospect

mlimldmg and om :j j

anges in
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have been completed within six months after receiving the IPO Fuhd (i. e. August
construction of building has not yet been completed. Besides, no wark completion ci
¢ present st

any other similar documents were provided to us to understand |t

construction work. Moreover, expenses in this regg rd have been
the amount of Tk. 183,117,500allocated for this he: '[Ji
~ Implementation schedule as mentioned in the publlshed approved pri
making delayed payment of Audit Fee on 23" November 2016, whe

for this expense was specified as within 3-4 months after receiying

company received [PO Proceeds in February 2016.
CFD’s Comments: From the aforesaid activities
the Commission Consent Letter No.SEC/CI/IPO-18

the Company
12012/621 d

Machineries were not purchased in accordance with published 1 Pros
Imported Machinery & Spare Parts including 12 sets of ||
1,285,000, 100 sets of UPS for Tk. 2,415,000, sets of exhay
Generator (mini) for Tk. 1,250,000 and 235 pcs of Plastic
purchased using IPO Fund. However, under the head of “USe

07.

no. 18 to 21 of the published approved Prospectus, does not mcl " j

As per published approved prospectus, Generator of 1400KV A
should have been procured for Tk. 24,200,000 but actually qr
KVA originated from England for Tk. 23,712,000. Five pcs ‘0
(Originated from Germany) should have been procured for Tk.

machines were procured from IPO proceeds. Furthermore, 320
1,552,000 eachil

(Originated from China) were purchased for Tl].
i

¥

Ih Wi I
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such machines should have been procured

approved prospectus (Pg.# 19).

However, in accordance with Para 8 of Part C of the Consengile

from the shareholders in the shareholders’
intimated to BSEC & Stock Exchanges for
aforesaid Para of the Consent Letter.

CFD’s Comments: From the aforesaid activities
the Commission Consent Letter No.SEC/CI/IPO-181/2012/621 da
08.  Errors of omission/commission of accounting entries

In some cases, we observed accounting error

made due to error of omission/commission in

Some instances are as follows:

» Underwriting fee of Tk. 1,000,000 in relation to [PO Expense

recorded in the books of accounts.

» IPO Expenses of Tk. 914,484 was wrongly charged under the he
Financial Statements for the year ended 30 June 20( 6.

CFD’s Comments:

the Commission Consent Letter No.SEC/CI/IPO-

CFD’s more comments regarding the said special audit report: !
It appears from the auditors’ report that DSL has done follo

Significant amount of expenditure was made through cas
Books of accounts was not malntamed pro

02,

Lddd

financial statements/books of accounts; ai

!

sarra a6 show-cause-cum-hearing notice = - BSEC/Enforcement/2

2059 (2T FE GR 2 GEIZ 2059 S X e €7 e o«
Limited (DSSL)«a g «fasae, @A Aba «ar
3034 wifard ofya Sram @it Five g vl e | awe

“We received your letter no. BSEC/Enforcement/2407/2017/169 da

JarmISSIOI‘l fO’l‘ ] | "

appreciate Bangladesh Securities and Exchange CQ
protect interest of general investors and public.

From the aforesaid activities'ithe Company

Complete disclosure with regard to imported machmenas‘

Errors of omission/commission of account

tﬁrr Tk. 2,00?; I

meeting was fo
aforesaid cases. |

:lhe Company’fi

in| recording tra

akmg entr|7
i

181/2012/621 da

erly,

1|
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Observation 01. Significant amount of expenditure was made (i
charged as expenses: r Ui N
Query: Total of Tk. 8,712,816 (Tk. 1,546,850 for Machineries and
Parts) were paid against Machineries and Spare Parts without using any Banking chang
payments cover 5.17% of total expenditure of tk. 168,628,089 of machi ris and sparg:

Explanation: These are the integral part of capital m'ﬁihineries inI 1
power fluctuations and proper operation and maintenance of the
peripherals, such as AC, UPS, Exhaust fan, Plastic box etc. purch
machines will result in a total financial and operational loss. Some spat
box. Steel Box, Hole cutting, Tube light and Cable Ta'ay Cover h \i(

because of they are small traders. I i

prl]t through cash. Cash payment covers 97. 22% of t
Building and Other Civil Construction. ;

Explanation: The factory is located in a remote area, where there is 'I ‘ ler
who accepts cheque. Some of those suppliers ask for 5-7% up dharge for sup

available. The company has taken advantage of cheaper price by payi {
why majority of the expense was paid in cash.

Query: DSSL paid an amount of Tk. 25,587,024 in cash as Salary and}’
the months from December 2015 to March 2016, which was ni il
utilization of IPO fund, as per published approved prospectus. M

been charged against profit rater retained in the working capital as
overstatement of profit.

Explanation: Since its inception, Dragon Sweater &,bpiming Lim ;
salary & wages through cash. This is why it was all paid in cash. er, mow
industries are moving towards other methods of disbursement, Dragon| Sweate
Limited is currently in negotiations with Dutch-Bangla Bank Limited mpbile bankin
that all salary & wages can be paid through mobile bagking. Due toi he i
implemented in phases. In accordance with prospectusfpage #19,) '
Capital Tk. 2.97 crore . From that fund, we have incurred salary 1M
DSSL has been maintaining accrual basis of accounting as per BFR$ 'S
been provision in every month according to BAS-37. il
Query: IPO expenses have been incurred through cash instead of cheque. Duting the peri
Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as Izer ledger) has bt Bpent thrqug
payments cover 8.50% of total expenditure under this head of expenditure. ' '~ |
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be incurred

Lo ensure smooth completion of the IPO. Lottery was organized by the pp:

the fact that 23 times more application were recew d which had
Mentioned petty cash of Tk. 12.43 lacks was spent in aash Asam
were paid in cash Tk. 501,104 was paid to BUET authority by isH
0081459 dated-14/02/16 from SBAC Bank. Balance Tk. 730,621 were I
no supplier available for supplying hanging banners, posters, deoo
systems, tonners, food packets, water, launch boxgs, security fof
conveyance, flowers etc. Therefore cash purchase waI allowed for i
assure smooth and quick completion to the satisfaction of the post 1ss
of the management.

-ﬁaﬂiﬁ/amfb‘/moq/qw Vel

Obervation02. Books of accounts were not maintained pk‘ perly:

Query: “Imported Machinery” and “Spare Parts & Clearing, Erection,
Transportation & Installation Cost” are separate head as per approved
but DSSL has maintained one ledger for these two heads representing .!
168,628,089. Moreover DSSL has shown above mentioned two heac@“! (et
Statement, Tk. 157,938,707 for Imported Machinery and Tk. 10,689,382 or

Clearing, Erection, Loading/Unloading and Transportation & Installatio
spent for Spare Parts & Clearing, Erection, Loading/Unloading, Transpo
Cost in accordance with the ratio mentioned in the Material Manageme i
Later, we were provided with two separate lists of Mao&h nery and Spauiciil
amount as reported above. " .
Explanation: Dragon Sweater & Spinning Limited has been maintaining
Plant & Machinery in the General Ledger since long. But the company uilﬁw
head of accounts in the General Ledger for Spare Parts aphd according]y .
the Financial Statement. However, it has been segregated in the Pros ,lj
statement for a better and clearer understanding. In future DSSL will m
accounts for Plant & Machinery and Spare Parts if necessary.

ich| the b

‘ospectus
‘ *h ads as s

Query: DSSL did not maintain ledger and other supporti .ldocumentsJi . I
Building and Other Civil Constructions as mentioned in the published appr Sy
which made it difficult to trace out that [PO proceeds have been utilized for
prospectus (Pg. # 20-21) against Building and Other Civil Construction.

Explanation: Building constriction material detail have bIen given in '.
dLLountln;_, has been prepared accordmg to BAS not as mate ial name. The

cxpcnses as Capital Works- In- progress.
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Query: As per published approved prospectus (Pg. # 21), Building and ()th
should have been completed within six months after rec¢iving the IP(P Uiy el A
But construction of building has not yet been completed. Besides, no wal pleti
or any other similar documents were provided to us to understand the pr sent status
construction work. Moreover, expenses in this regard have been exceed d by Tk. 93
the amount of Tk. 183,117,500 allocated for this head.

2

I i || J
Explanation: Since this is a multi-storied building wi1h a very hea fucture
could not be made possible unless it is approved by the eng:ﬁ ¢rs. | As | you
construction has various problems and issues which arise unpredlc_l Since
experts, we can only go as per the expert’s advice. Sufficient pro ass has been
implementation. Moreover, with added and unplanned Work come addc@ii§¥penses.
such as bricks, rods, sand, cement and labour prices have mcreased Si PO appli
is why there is an increase in expenditure when compared to the al ifn ¢d amout
provided documents. The completion certificate or any other similar glocuments
produced by appropriate authority unless the entire conﬁ, ruction is C(‘)’ '5 -; b
" !: AR AR LIS |
Query: Implementation schedule as mentioned in the published approv [ prospectus
violated by making delayed payment of Audit Fee on 23 November 2 16, Whereas
time line for this expense was specified as within 3-4 months after receiving ) Fur

the company received IPO proceeds in February 2016. ' 'M B 4

Explanation: Previously DSSL maintained financial year was January to December
been changed as a result financial year January to June. For that reason 2 udl has bee
for the period 18" month accordingly accounting year completed 30M) nﬁ 0]6 For
audit fee has been paid on 23" November 2016. '"ﬂ ”t' L

! tﬂl

Obervation04. Machineries were not purchased in accordance wnﬂh )

Query: Imported Machinery & spare parts including 12 sets of
1,285,000, 100 set of UPS for Tk. 2,415,000, 6 set ofexTaust fan for
(mini) for Tk. 1,250,000 and 235 pcs of Plastic Box for! Tk. 180, 956
Fund. However under the head of “Use of IPO Proceeds” in page| 4
approved Prospectus does not include such items. .
As per published prospectus, Generator of 1400KVA originated from '!.‘,
procured for Tk. 24,200,000 but actually procured a ggnerator of U
England for Tk. 23,712,000. Five pcs of Ring Spinning machine (O
should have been procured for Tk. 22,800,000 but no such machines w 1 rocured
fund. Furthermore, 320 set of Knitting machine (Originated from of C. ﬂa) were

Tk. 1,552,000 each whereas only 10 set of such machines should hava en proc
2,000,000 each as per published approved prospectus (Pq# 19). il i W[

%
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5hareholders in the shareholders’ meeting was found to
Stock Exchanges for aforesaid cases. It is a serious v
Letter.

!1ave obtam
iolation of af

Explanation: These are the integral part of capital machineries in ord
power fluctuations and proper operation and maintgnance of th
peripherals, such as AC, UPS, Exhaust fan, Plastic box etc. pur

machines will result in a total financial and operational loss. DSSL|
purchasing UK made Generator instead of American Generator becausg

less and the performance and warranty period will be better as pé‘r‘
AGM of DSSL was held in November 2016. Thereford separate s
were not possible. As per utilization schedule shown in' the prospeﬂ j
to spend Tk. 169,540,000 for purchasing Machinery & Spare Part

expenditure under Machinery & Spare Parts within the approv“e e

168, 628 089 for purchasmg 320 sets of Kmttmg Mag] me, Genera

Observation 05. Errors of omission/commission of accounting ent
| |

Query: Underwriting fee of tk. 1,000,000 in relation to [PO ExpenSL _ ‘ it

not recorded in the books of accounts.

Explanation: Underwriting fee of tk. 1,000,000 has bgen accounte
availability of supporting documents ”'W I H

Query: [PO Expenses of tk. 914,484 was wrongly charged under the

in the Financial Statement for the year ended 30 June 2016.

Explanation: It is a clerical mistake which is done’"'by accounts“ 5_
corrected in proper head of accounts by Journal entry !

agency namely, Destination Travel Service Limited | | ai
charged to Working Capital which is contradictory to t

and new orders for the company
It is worth mentioning that during the period the com ny made eﬁ)i
the Chief Accountant of the company who was esponSIble fi
subsequently left the company without handing over the book of acco
['or that reason, we were faced problems. ™
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mzg, Dragon Sweater & Spinning Limited (DSSL)u‘N
ot etz Dragon Sweater & Spinning Limited)gl SSL)*?WHj i
wiEa Afaeem apdfer faam section 22 of the Securities and Excha
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4 It
mtzg, Securities and Exchange Ordinance, 1969 (Ordinane No. XVII}
weita® Dragon Sweater & Spinning Limited (DSSL), ‘issuer’ f&ima |
Beafas);

mrzg, Commission’s decision, for the interest of genjeral investor/
Partners, Chartered Accountants, was appointed as special auditors

submltled special audit report;
Whereas, M/s. MABS & J Partners, Chartered Acc ntants, amB ‘
observations/ violations in their special audit report on utilization of
proceeds of Dragon Sweater & Spinning Limited:

O1. Significant amount of expenditure was made throth cash and E
As per Para 7 of Part C of the Consent Letter all'the expenditurdt'an
have been made through certain banking channel. But DSSL. ma

for working capital, DSSL has made cash payments, viol
condition laid in the Consent Letter in addltion to co

FFollowings are the details of cash payments in respect of separa

l Purchased i :9
I No [ Heads of expenditure | hpnzhi cash tatal .
| | |||Imported Machinery and Spare Il Sinde
~ parts &  Cleaning Erection, 1T | imp
Loading/Unloading, Transportation i and
& Installation Cost I 8,712,816] |[[ |3 8% ||not
Wil l IR
T
"2 ]|[Building & other Civil Construction ||| 178,943,389) 74%]
3 ||[Working Capital J|[___[25,587,024]| [ 9] |11
4 ||[IPO Expenses [\ 1,242,021)|[_1031%]
| i |
L il [
[ Total: ||| 214,485,250| 2%

UL L
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~ Total of Tk. 8,712,816 (Tk. 1,546,850 for Machineries and Tk. 7, I h
paid against Machineries and Spare Parts without using any banking

» Till November 2016, the company has utilized PO Proceeds of Tk. 184,053,555 fo
Building and Other Civil construction. Out of this amount, Tk. 78,43,389
through cash. Cash payment covers 97.22% of total expenditure i ncurred under

H!+ N.‘- il f4

Building and Other Civil Construction.

» DSSL paid an amount of Tk. 25,587,024 in cash as salary and wages ‘:
i'rom December 20]5 to March 2016, which was not included in the

lr ll
e IPO expenses have been incurred through cash instead of cheque

1 latm P
! b
. ﬂ‘ﬁ i “
From the aforesaid activities it appears that the tompany has d 1t

214,485,250. Enforcement department may take necessary action regaf

02. Books of accounts were not maintained properly:
During the audit work, we observed that DSSL.. \did not mam@
which were necessary to ensure accountability of utilization
as follows:

& Installation Cost” are separate head as per approved and publishe
maintained one ledger for these two heads rep sentmg total.
Moreover, DSSL has shown above mentioned two'heads in the
157,938,707 for Imported Machinery and Tk. 10,689,382 for Spa |
Loading/Unloading, and Transportation & Installation Cost. The co
Parts & Clearing, Erection, Loading/Unloading, Transportation & Injta
with the ratio mentioned in the Material Manageme t Policies of DS&

with two separate lists of Machinery and Spare Part§ for the same 3

~ DSSL did not maintain ledger and other supporting documents in
Building and Other Civil Constructions as mentioned in the publish

channel.
cover 5.17% of total expenditure of Tk. 168,628, 08? of machmer;ﬁi ” ;‘%,man !

SO0
e
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utilized for
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¢ |books D)

Proceeds.
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» As per published approved prospectus (Pg. # 21),

~ Implementation schedule as mentioned in the publls ed approved p

10.

AT
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CFD’s Comments: !
5. The audited financial statements for the year ended on June 30,
including transaction of IPO proceeds. So, the financial state
June 30, 2016 do not reflect true & fair view of the compai

operation “Z' (! p# |

6. Director’s declaration as to financial statements' in the annual rej
period ended 30 June 2016 that: (1 |
a). The financial statements prepared by the management b

b).  Proper books of account of the companylhave been majnt
But, it appears form auditors® report that the company did not mai Ii
which were necessary to ensure accountability of utilization of IPQ) [l
provided false and misleading information to the Commission and it
activities the directors have violated the provision of Section 18 of
Ordinance, 1969.

specified time as mentioned in page no. 21 of published apprd ‘

where implementation schedule has not been met:
utldmg and &t
have been completed within six months after receiving the IPO Fu

construction work. Moreover, expenses in this regard have been exfgiee
the amount of Tk. 183,117,500allocated for this hetd it 5

making delayed payment of Audit Fee on 23" November 2016, wi
for this expense was specified as within 3-4 months after rece

company received IPO Proceeds in February 2016. [l
CFD’s Comments: From the aforesaid activities the Company i
the Commission Consent Letter No.SEC/CI/IPO-151/2012/621 d

Machineries were not purchased in accordance with published Prospe
Imported Machinery & Spare Parts including 12 sets of
1,285,000, 100 sets of UPS for Tk. 2,415,000, |6 sets of exha
Generator (mini) for Tk. 1,250,000 and 235‘ cs of Plas 1f‘
purchased using IPO Fund. However, under the head of “U
no. 18 to 21 of the published approved Prospectus, does not inglude
As per published approved prospectus, Generator of 1400KV
should have been procured for Tk. 24,200,000 but actually p
KVA originated from England for Tk. 23,712,000. Five p}ssI :
(Originated from Germany) should have been procured for |

machines were procured from IPO proceeds. Furthermore, 3 0 S€ ts of Km
(Originated from China) were purchased for Tk. 1,552,000 eagh

W
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approved prospectus (Pg.# 19). | |
However, in accordance with Para 8 of Part Gi f the Consﬁj e, o
from the shareholders in the shareholders’ mdeting was founglito
intimated to BSEC & Stock Exchanges for aforesaid cases. It it
aforesaid Para of the Consent Letter. il
CFD’s Comments: From the aforesaid activities the Company has Vipla
the Commission Consent Letter No.SEC/CI/IPO-18 I,120 12/621 daperii 14 e
/1. Errors of omission/commission of accounting entrie:
In some cases, we observed accounting error in recording transac
made due to error of omission/commission in making entries in the
Some instances are as follows: ! "
» Underwriting fee of Tk. 1,000,000 in relation to 1&? Expense
recorded in the books of accounts. Ll
» IPO Expenses of Tk. 914,484 was wrongly charged under the head | n |8
Financial Statements for the year ended 30 June 2016.

» DSSL has paid total of Tk. 545,000 through the cheFue no. 6237
namely, Destination Travel Services Limited against'purchase of ait [
to Working Capital which is contradictory to the Para 8 of Part C of thd

Books of accounts was not maintained properly;
Machineries were not purchased in accordance¢ with publish ‘l
Complete disclosure with regard to imported machineries ha

financial statements/books of accounts; and
Errors of omission/commission of accounting entries
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Observation 01. Significant amount of expenditure was mad
charged as expenses: |
Query: Total of Tk. 8,712,816 (Tk. 1,546,850 for Machineries and ||
Parts) were paid against Machineries and Spare Parts without using"

payments cover 5.17% of total expenditure of tk. 168,628,089 of maching

power ﬂuctuatlons and proper operation and mamt ance of t?’
peripherals, such as AC, UPS, Exhaust fan, Plastic hox etc. pu
maahmes will result in a total ﬁnanmal and operational loss. Some

be(.duse of lhey are small traders.

Query: Till November 2016, the company has utilized”.‘IPO Procee& '
purpose of Building and Other Civil construction. Out of this amou
spent through cash. Cash payment covers 97.22% of total expendltur
Building and Other Civil Construction.

Explanation: The factory is located in a remote area, Where there i3 [1ifi

who accepts cheque. Some of those suppliers ask for 5-7% up dhia
construction materials against cheques but instant delivery with 5-
available. The company has taken advantage of cheaper price by payi
why majority of the expense was paid in cash. ‘l fi j| |

Query: DSSL paid an amount of Tk. 25,587,024 in cash as Salary and
the months from December 2015 to March 2016, which was not ij
utilization of IPO fund, as per published approved prospectus. Moregy
been charged against profit rater retained in the worlqi+g capital ag{: !
overstatement of profit. | <

Explanation: Since its inception, Dragon Sweater & Spinning Limi
salary & wages through cash. This is why it was all paid in cash.
mdustnes are movmg towa:ds other methods of d15$ursement

that all saldry & wages can be paid through moblle banking. Due to|t
implemented in phases. In accordance with prospectus page #19, we

DSSL has been mamtammg accrual ba51s of accountity;
been provision in every month according to BAS-37.
Query: PO expenses have been incurred through cash instead of cheque. L
Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per ledger) has b
payments cover 8.50% of total expenditure under this head of expenditure. | f

'm'?

|
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the fact that 23 times more application were receivgd which had
zash. As a nat

0081459 dated-14/02/16 from SBAC Bank. Balance Tk. 730,621 wergf|
no supplier available for supplying hanging banners, posters, decqtat

conveyance, flowers etc. Therefore cash purchase wds allowed for (i
assure smooth and quick completion to the satisfaction of the post issu¢ mg
of the management.

" 1ﬂ |
Query: “Imported Machinery” and “Spare Parts & Clearing, Erecti q 5
Transportation & Installation Cost” are separate head as per approved dnd
but DSSL has maintained one ledger for these two heads representing ;
168,628.089. Moreover DSSL has shown above mentioned two heads i | h
Statement, Tk. 157,938,707 for Imported Machinery arjd Tk. 10,6893 #iiie
Clearing, Erection, Loading/Unloading and Transportation & Installa
spent for Spare Parts & Clearing, Erection, Loading/Unloading, Tran:

Obervation02. Books of accounts were not maintained pLOperly:

amount as reported above. | 111 e
Explanation: Dragon Sweater & Spinning Limited has been maintaiin_ J
Plant & Machinery in the General Ledger since long. But the company ¢
head of accounts in the General Ledger for Spare Parts and accordixl (
the Financial Statement. However, it has been segregated in the Pro i
statement for a better and clearer understanding. In future DSSL will
accounts for Plant & Machinery and Spare Parts if necessary.

Query: DSSL did not maintain ledger and other supporting documents |
Building and Other Civil Constructions as mentioned in the published apprif
which made it difficult to trace out that IPO proceeds have been utilized |foi|
prospectus (Pg. # 20-21) against Building and Other Civil Construction.

Explanation: Building constriction material detail have been given in miasp
accounting has been prepared according to BAS not as magerial name. ﬂﬂ '
in BFRS like RCC work, Rod, Brick work and Grill work. For that reast
expenses as Capital Works- In- progress.
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Observation03. Implementation schedule has not been followed as :
prospectus.

Query: As per published approved prospectus (Pg. # 2 lb Building a h‘
shnuld have been completed within six months after recelvmg the IP

or any other similar documents were provided to us to understand the pres

construction work. Moreover, expenses in this regard hgve been excel (
the amount of Tk. 183,117,500 allocated for this head. "a

Explanation: Since this is a multi-storied building with a very heay
could not be made possible unless it is approved by the engme‘
construction has various problems and issues which arise unpredic
experts, we can only go as per the expert’s advice. Sjuﬂ"lcient prog;

such as bricks, rods, sand, cement and labour prices haye increased T

is why there is an increase in expenditure when compared to the allgtie
provided documents. The completion certificate or anl other simi
produced by appropriate authority unless the entire con ruction is cg nn i Bd

Query: Implementation schedule as mentioned in the publ:shcd approv
violated by making delayed payment of Audit Fee on 23" November 2
time line for this expense was specified as within 3-4 m(rnths after rfﬁ(m |
the company received [PO proceeds in February 2016. |11

lmm (.hdmced as a result financial year January to June. For that reason 4
for the period 18" month accordingly accounting year ¢¢mpleted 30},
audit fee has been paid on 23" November 2016.

Obervation04. Machineries were not purchased in accordance with

Query: Imported Machinery & spare parts includigg 12 sets a
1,285,000, 100 set of UPS for Tk. 2,415,000, 6 set of exhaust fan for TK :
(mini) for Tk. 1,250,000 and 235 pes of Plastic Box for Tk. 180,95 il
['und. However, under the head of “Use of IPO Procegeds” in pag& rrl
approved Prospectus does not include such items.
As per published prospectus, Generator of 1400KVA otgginated fror
procured for Tk. 24,200,000 but actually procured a gdenerator of 135Q)
England for Tk. 23,712,000. Five pcs of Ring Spinning machine CO'

should have been procured for Tk. 22,800,000 but no such machines w Ve
fund. Furthermore, 320 set of Knitting machine (Orlgmated from of
Tk. 1,552,000 each whereas only 10 set of such mach nes shouldL

2.000,000 each as per published approved prospectus (Pg# 19).

o
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However, in accordance with Para 8 of Part C of the Cimsent Letttei'l

sharcholders in the shareholders’ meeting was found to have obtained ag d !
Stock Exchanges for aforesaid cases. It is a serious violation of afordsaid
Letter. '
Explanation: These are the integral part of capital mac¢hineries in
power fluctuations and proper operation and maintenance of the
peripherals, such as AC, UPS, Exhaust fan, Plastic box etc. purcha 1i‘
machines will result in a total financial and operatlonal loss. DSSL §
purchasing UK made Generator instead of American Ggnerator bec
less and the performance and warranty period will be better as per fit
AGM of DSSL was held in November 2016. Therefore separate specifig
were not possible. As per utilization schedule shown in the prospectus tk
to spend Tk. 169,540,000 for purchasing Machinery % Spare Parts " J 3 )

expenditure under Machinery & Spare Parts withifi| the approve

168,628,089 for purchasing 320 sets of Knitting Machine, Generat

Plastic Box etc. As there was no scope to give more detail under Mac

as shown in the Prospectus, the DSSL has shown all the above mentiongd ¢

head of Plant & Machinery while submitting the IPO fqu utilizationﬂc rlify
. I

Observation 05. Errors of omission/commission of accounting entri¢s’

Query: Underwriting fee of tk. 1,000,000 in relation to,'IPO Expenses, )
not recorded in the books of accounts. I {10

Explanation: Underwriting fee of tk. 1,000,000 has be n accounted 2 1in]
availability of supporting documents |

Query: IPO Expenses of tk. 914,484 was wrongly charged under th uad
in the Financial Statement for the year ended 30 June 2016. ﬂ i

Explanation: It is a clerical mistake which is done by accounts clack
corrected in proper head of accounts by Journal entry

| il
Query: DSSL has paid total of Tk. 545,000 through thi cheque no. !
agency namely, Destination Travel Service Limited against purchasy

Explanation: Working capital includes marketing aCtl\*ltleS as welﬂ Ty
and new orders for the company il
[t is worth mentioning that during the period the company made expens
the Chief Accountant of the company who was responsible
subsequently left the company without handmg over th book of accou
For that reason, we were faced problems. ” !
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ey, Dragon Sweater & Spinning Limited (DSSL)«#
cifbrer sfermPz Dragon Sweater & Spinning Limited (DSSL) = %
wiEe Afaefem ayder faam section 22 of the Securities and Exchang
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wnEy, wfeaa e, WW%WWWW .
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il

il

wrtgy, Securities and Exchange Ordinance, 1969 (Ordinance No. XVI ;969) aFitde
mrea® Dragon Sweater & Spinning Limited (DSSL),' ‘issuer’ f&Td Mieizs (woz
Sae); , 11
H. iR “ gll u:“l ‘f”l lﬂ,l
rrzg, Commission’s decision, for the interest of general investor“ | ic, M/s. “ ;
Partners, Chartered Accountants, was appointed as special auditors tor uditing of [ut liz
initial public offering (IPO) proceeds of Dragon Sweater & Spinning Lifit d ( SSI g; i
As per instruction of the commission, M/s. MAB%.{& J Partnpw
submitted special audit report; ;
Whereas, M/s. MABS & J Partners, Chartered Accountants, among hers, m I fa
observations/ violations in their special audit report on utilization of inif .fiil public
proceeds of Dragon Sweater & Spinning Limited:
[ I i
O1. Significant amount of expenditure was made thro;i'h cash and ‘ ( arl,' d as :
As per Para 7 of Part C of the Consent Letter all the expenditurt f‘ d transagtipris
have been made through certain banking channel. But DSSL m ( [" ore than
total IPO Fund of Taka 400,000,000 in cash. In every cases i, e jpurchase of.
and spare parts, purchase of building materials, payment for|| P(lilgpenses pay
for working capital, DSSL has made cash payments, violt the labo
condition laid in the Consent Letter in addition to comr practice
Followings are the details of cash payments in regpect of separat ds of ex
SI. : rchased || ﬂ Wi
‘ No. | Heads of expenditure | b cash ! i!‘ i “HH
| ||llmported Machinery and Spare ' i | Singe |l
parts &  Cleaning  Erection, | | 1 e
Loading/Unloading, Transportation ' . il |l and
& Installation Cost [ ] 8,712,816 I“” o Sgt
il
.i ei |
| 2 ||/[Building & other Civil Construction |||  ]78,943,389!|/ | %] |[l|
" T
|3 ||[Working Capital [||  125,587,024]|| :3!")%
k| .Eﬂ -
gl L &
| 4 | [IPO Expenses I 1,242,021} ([ | Q12| 'F*' ;
| | ;
[ Total: ||| 214,485,250)|[ |53.62% A !
| LI |
H*ﬁ e " FI : [I!”i }”4 ”H
j | 3
| i | S
: i i 1 ! :
| f nm 'M i)
| (111 !
i { ; &
el {
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» Total of Tk. 8,712,816 (Tk. 1,546,850 for Machinggles and Tk. Ti[l¢ or Spa- |
paid against Machineries and Spare Parts without "sing any b; | j aﬁ}:ufﬁ
cover 5.17% of total expenditure of Tk. 168,628,089|of machineries afitllspare parts. iy
il (i 3
j

~ Till November 2016, the company has utilized PO Pr'ioceeds of Tk. 184,038,555 for _
Building and Other Civil construction. Out of this amount, Tk, 43,380 ha
through cash. Cash payment covers 97.22% of t(f al expendltlhjfé‘ ér{l‘ ‘l!lH’d

Building and Other Civil Construction. {
| {i]

» DSSL paid an amount of Tk. 25,587,024 in cash as salary and wages ta employees )
from December 2015 to March 2016, which was ngt included in aposed utiiz
Fund, as per published approved prospectus. Morcﬁ@ﬁer, this amoa i q /g
profit rather retained in the working capital as deferred payment, r velstate _-;5

~ IPO expenses have been incurred through cash instead of cheque. '[)1 n@ithe perig

Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per ledgefihas beer

cash. Cash payments cover 8.50% of total expenditupe under this i“ g@qgjtt
CFD’s Comments: The Company has transacted Tk. 214,485,250 3 violating

C of the Commission Consent Letter No.SEC/CI/IPO-181/2012/6: ed Decemn’
From the aforesaid activities it appears that the company has (di d its TP¢

214,485,250. Enforcement department may take necgssary action re; 7 this.
02. B intai 1 il | S

. Books of accounts were not maintained propgrly: ‘ ‘ :
During the audit work, we observed that DSSL |did not mainta ¢ books; 1 - ’
which were necessary to ensure accountability of utilization of| } @ Proceeds, Hg{
as follows: I .

» “Imported Machinery” and “Spare Parts&Clearmg Erection, Lo lo 1 g4
& Installation Cost” are separate head as per appr ved and pubr‘gI f0s) o lﬂl '

maintained one ledger for these two heads representing total a jount of TK.J
Moreover, DSSL has shown above mentioned two heads in the Fu .-.: Itilization| ©
157,938,707 for Imported Machinery and Tk. 10,689,382 for Spare Parts & Cleg

Loading/Unloading, and Transportation & Installation Cost. The caliipany h%ls 5
Parts & Clearing, Erection, Loading/Unloading, @nsportation e 1o/ 1Cos
with the ratio mentioned in the Material Management Policies of [} Later, we

with two separate lists of Machinery and Spare Parts for the same | as reporft .

[
» DSSL did not maintain ledger and other supporting documents |ihw“ with the

Building and Other Civil Constructions as mention(id in the publﬁ rqvqfi]‘p .
20-21) which made it difficult to trace out that IPO proceeds hay nl utilized
specified in the prospectus (Pg. # 20-21) against Building and Othf:I | Constru
. |11
@ "W
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» As per published approved prospectus (Pg. # 21), Building and otk hel

» Implementation schedule as mentioned in the published approved pn

13.

Al

By, ora-3- e
WTRASS, BIl- >:<H$m
CFD’s Comments: |

7. The audited financial statements for the year ended on June| 30
including transaction of IPO proceeds. So, the financial stat
June 30, 2016 do not reflect true & fair vié“v of the com
operation. |

8. Director’s declaration as to financial statements in the annual
period ended 30 June 2016 that:
a).  The financial statements prepared by thy

Wthh were necessary to ensure accountability of ut!ltzatlon of IPO I
provided false and misleading information to the Commission and ir
activities the directors have violated the provision (?f Section 18 it
Ordinance, 1969. “ﬁ

Full amount of the IPO Proceeds has not been utilized and|
specified time as mentioned in page no. 21 of published appr
where implementation schedule has not been bt |

have been completed within six months after receiving the IPO Fug
construction of building has not yet been completed. Besides, no w:
any other similar documents were prowded to ps to understan
construction work. Moreover, expenses in this regdrd have beelﬂ
the amount of Tk. 183,117,500allocated for this head.

making delayed payment of Audit Fee on 23”j November 2016, v

the Commission Consent Letter No.SEC/CI/IPO- !821/2012/621 da

Imported Machinery & Spare Parts includipg 12 sets
1,285,000, 100 sets of UPS for Tk. 2,415,000, 6 sets of exh e
Generator (mini) for Tk. 1,250,000 and 235 pcs of Plastic Bo

purchased using IPO Fund. However, under the head of “Use |0
no. 18 to 21 of the published approved Prospec%us, does not ing|

Machineries were not purchased in accordance nEﬂ'r published P

As per published approved prospectus, Geneggtor of 1400K[
should have been procured for Tk. 24,200,0001but actually pr
KVA originated from England for Tk. 23,712,000. Five pds
(Originated from Germany) should have been procured for °
machines were procured from IPO proceeds. Furthermore, 3]
(Originated from China) were purchased for Tl#(. 1,552,00(“
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such machines should have been procured f K 2 OOd’
approved prospectus (Pg.# 19). i
However, in accordance with Para 8 of Part C of the Conseﬂt
from the shareholders in the shareholders’ meeting was fb
intimated to BSEC & Stock Exchanges for af{)resald casef fil
aforesaid Para of the Consent Letter. I 4 f
CFED’s Comments: From the aforesaid activities the Company ha
the Commission Consent Letter No.SEC/CI/IPO-18]/2012/621 date
14.  Errors of omission/commission of accounting entrips !
In some cases, we observed accounting error ifre
made due to error of omission/commission in
Some instances are as follows:
# Underwriting fee of Tk. 1,000,000 in relation to [PO Expense wasi 2
recorded in the books of accounts. , i |
» PO Expenses of Tk. 914,484 was wrongly charge? under the he
Financial Statements for the year ended 30 June 2016 I

» DSSL has paid total of Tk. 545,000 through the cheque no. 6237364
namely, Destination Travel Services Limited against purchase of ai ‘
to Working Capital which is contradictory to the PTi 8 of Part C of e (

I it

CFD’s Comments: From the aforesaid activities the Company hag
the Commission Consent Letter No.SEC/CI/IPO-181/2012/621 dated

CFD’s more comments regarding the said special audit re ortl:l ‘
04. It appears from the auditors’ report that DSi{ has done foﬂﬁ

Significant amount of expenditure was made through ca
Books of accounts was not maintained properly;
Machineries were not purchased in accordance with publls.
Complete disclosure with regard to imported machineries have
financial statements/books of accounts; and |
Errors of omission/commission of accountipg entries ”

14 bl

!

wrzy, FfeE Soafatee wiEa ofaemers aderm e Dragon Sweater & Sp‘
T @@ Show-cause-cum-hearing notice 7@ - BSEC/Enforcemer "’-& 7/2 17
2059 (AT I IR 2 FEAE 2059 SIfvd WA e 4y e @ wﬁrtl‘ -
Limited (DSSL)«a gl “fives, @A Aba qar UFUT‘U AfsrETama ?
034 Sifara fofea Tt cereiai e ey wifke = | ane . SmiETE S,

“We received your letter no. BSEC/Enforcement/2¢ 7/2017/16?
appreciate Bangladesh Securities and Exchange Co mission fo
protect interest of general investors and public. ‘
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Observation 01. Significant amount of expenditure was made
charged as expenses:

Query Totdl of Tk 8,712, 816 (Tk 1,546,850 for

[oxplanation: These are the integral part of capital ma hmenes in T
power fluctuations and proper operation and mainténance of th [l
peripherals, such as AC, UPS, Exhaust fan, Plastic box etc. purch :
machines will result in a total financial and operational loss. Some spare |
box, Steel Box, Hole cutting, Tube light and Cable Tray Cover havel tolfl
because of they are small traders. il j 1 !|
s
,' I

Query: Till November 2016, the company has utilized IPO Procee
purpose of Building and Other Civil construction. Out of this amount
spent through cash. Cash payment covers 97.22% of total expenditure
Building and Other Civil Construction. 4'

Explanation: The factory is located in a remote area, where there is 1
v\ho accepts cheque Some of those suppliers ask for 5- 7% up

available. The company has taken advantage of cheap
why majority of the expense was paid in cash.

Query: DSSL paid an amount of Tk. 25,587,024 in cash as Salary a
the months from December 2015 to March 2016, which was not
utilization of IPO fund, as per published approved pr]ospectus Mj'
been charged against profit rater retained in the working capital a
overstatement of profit.

salary & wages through cash. This is why it was all/ffaid in cash.|
industries are moving towards other methods of disbursement, [)
[.imited is currently in negotiations with Dutch-Bangla Bank Limited
that all salary & wages can be paid through mobile banking. Due to tk
:mplemented in phases. In accordance with prospectus page # 19, we..

Capital Tk. 2.97 crore . From that fund, we have mc'jlrred salary} n "‘
DSSL has been maintaining accrual basis of accounting as per BFRY
been provision in every month according to BAS-37. '

Query: [PO expenses have been incurred through cash instead of chequel IJ !
Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per ledger) has b
payments cover 8.50% of total expenditure under this heacH fexpendlturﬁ ?" i g

Explanation: Since its inception, Dragon Sweater & {pinning Li

\
I/
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E.xplanation: There were some technical and petty expenses that had

I

to ensure smooth completion of the IPO. Lottery was or;,cmlzed by the jpo : { isst

the fact that 23 times more application were received which had i
Mentioned petty cash of Tk. 12.43 lacks was spent in tash As a d}ﬂ} i
wuc paid in cash Tk. 501,104 was paid to BUET authority by is

no supplier avallable for supplying hangmg banners posters n‘l
systems, tonners, food packets, water, launch bo es, secum ri’ -",
conveyance, flowers etc. Therefore cash purchase w s allowed Af
assure smooth and quick completion to the satisfaction of the post is

of the management.

Obervation02. Books of accounts were not maintained pﬂoperly:

Query: “Imported Machinery” and “Spare Parts & Clearing, Erectic
Transportation & Installation Cost” are separate head as per approved
but DSSL has maintained one ledger for these two heads reprcsemmg
168.628,089. Moreover DSSL has shown above mentigned two he
Statement, Tk. 157,938,707 for Imported Machinery afd Tk. 10,689
Clearing, Erection, Loading/Unloading and Transportation & Install:
spent for Spare Parts & Clearing, Erection, Loading/Unloading, Trans | it
Cost in accordance with the ratio mentioned in the Material Mana&,em
Later, we were provided with two separate lists of Maqrunery and %;W ,]. !
amount as reported above.

E-xplanation: Dragon Sweater & Spinning Limited has been maintaini ﬁ )
Plant & Machinery in the General Ledger since long. But the companyidiid
head of accounts in the General Ledger for Spare Partgland accordin ." i
the Financial Statement. However, it has been segregated in the Prosp '
statement for a better and clearer understanding. In future DSSL will 1
accounts for Plant & Machinery and Spare Parts if necessary. |

Query: DSSL did not maintain ledger and other suppor.tﬂlg documen

Building and Other Civil Constructions as mentioned in the published aﬁ I
which made it difficult to trace out that IPO proceeds have been utilized
prospectus (Pg. # 20-21) against Building and Other Civil Construction.

Explanation: Building constriction material detail hav b'een given | 41
accounting has been prepared according to BAS not as maferial name.
in BFRS like RCC work, Rod, Brick work and Grill work. For that reas i
expenses as Capital Works- In- progress. |
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Observation03. Implementation schedule has not been followed asj
prospectus. |

Query: As per published approved prospectus (Pg. # 2}). Building ne
should have been completed within six months after redeiving the IP(]
But construction of building has not yet been completed. Besides, no wi
or any other similar documents were provided to us to understand the p
construction work. Moreover, expenses in this regard have been exceedg
the amount of Tk. 183,117,500 allocated for this head. '

could not be made possible unless it is approved by the engingg
construction has various problems and issues which arise unpr‘
experts, we can only go as per the expert’s advice.?:%ijfﬁcient u.__‘ :
implementation. Moreover, with added and unplanned work come ad -H ie
such as bricks, rods, sand, cement and labour prices have increased s M 2|
is why there is an increase in expenditure when compared to the a i,‘o-a" d
provided documents. The completion certificate or ally other similar L

]
produced by appropriate authority unless the entire con§truction is ql

i it

Query: Implementation schedule as mentioned in the published approvid
violated by making delayed payment of Audit Fee on 2, " November 201
time line for this expense was specified as within 3-4 mponths after receii

the company received IPO proceeds in February 2016! T ‘

Explanation: Previously DSSL maintained financial year was Januar
been changed as a result financial year January to June. For that reason
for the period 18" month accordingly accounting year d'ompleted 39‘ '
audit fee has been paid on 23" November 2016. | I

Query: Imported Machinery & spare parts including 12 sets | offfif
1,285,000, 100 set of UPS for Tk. 2,415,000, 6 set of ekxhaust fan for |1/l
(mini) for Tk. 1,250,000 and 235 pcs of Plastic Box for Tk. 180,95
Fund. However, under the head of “Use of IPO Proceeds” in page i
approved Prospectus does not include such items. il
As per published prospectus, Generator of 1400KVA ,g'riginated from |
procured for Tk. 24,200,000 but actually procured a ‘generator of|
England for Tk. 23,712,000. Five pes of Ring Spinning machine |(
should have been procured for Tk. 22,800,000 but no such machine‘
fund. Furthermore, 320 set of Knitting machine (Origihated from
Tk. 1,552,000 each whereas only 10 set of such maghines shoul j ‘
2.000.000 each as per published approved prospectus (IPg# 19).

ol




qreETs Feiaie e a3y mﬁm
frfetfafoe wfmm i
%-uffr, (- T o

WSASTS, BIF-3309 |

T-fa9 73/ e rErTt/2809/20%9/ .7
However, in accordance with Para 8 of Part C of the Consent Letter|
shareholders in the shareholders’ meeting was found to have obtain
Stock Exchanges for aforesaid cases. It is a serious violation of afgr¢
Letter.

machines will result in a total financial and operational loss. DSS| |
purchasing UK made Generator instead of American Generator becausgi |

less and the performance and warranty period will be better as peri qr
I‘L ‘

AGM of DSSL was held in November 2016. Therefore' separate spe ﬂ i
were not possible. As per utilization schedule shown in the prospect s K
to spend Tk. 169,540,000 for purchasing Machinery & Spare Parts bu

expenditure under Machinery & Spare Parts within the approved||l]
168,628,089 for purchasing 320 sets of Knitting Ma;jwine, Generator}

Plastic Box etc. As there was no scope to give more défail under M3 i .
as shown in the Prospectus, the DSSL has shown all the above mentios [ ”.:.'
head of Plant & Machinery while submitting the IPO fund utilization c i i

|

Observation 05. Errors of omission/commission of a‘rounting entrif

Query: Underwriting fee of tk. 1,000,000 in relation to [PO ExpenL ‘
not recorded in the books of accounts. il

Explanation: Underwriting fee of tk. 1,000,000 has B en accounted |
availability of supporting documents T ‘ “ Hi

Query: [PO Expenses of tk. 914,484 was wrongly charged under tHe;
in the Financial Statement for the year ended 30 June 2016. T

: . : S ' !
Explanation: It is a clerical mistake which is done Ly accounts ‘:

corrected in proper head of accounts by Journal entry

Query: DSSL has paid total of Tk. 545,000 through the cheque no.
agency namely, Destination Travel Service Limited against purchase i
charged to Working Capital which is contradictory to the Para 8 of F :-I‘i ¢
Explanation: Working capital includes marketing activities as well
and new orders for the company
It is worth mentioning that during the period the compjiny made 67
the Chief Accountant of the company who was Tresponsible o
subsequently left the company without handmg over the book of accol
[For that reason, we were faced problems. ” | Rl
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mrzy, Dragon Sweater & Spinning Limited (DSSL)«g &f¥e a==7

i< wferareEz Dragon Sweater & Spinning Limite! -!(DSSL)"%?FI‘Ql F
wiz+ “Afasiens arder fagr section 22 of the Securities ‘and Exchan
“[{fET1e7 WAAY G T AR SAT;

Ty, e s, SR it sfemm Shfy frdom s, “i':

AT *2eT] @ Tows! TFF A0Y TS TPUR W3R $TF iz qE S

vad, (g, Frm, Sfafe T fraw fraearde, Securities and Ex
No. XVII of 1969) @7 Section 22 (a1 The Securities anfl Exchange
4 HWE FEASEE: [

gt rEsE g e fTfee aa sfasee smEr e smea SifE |
1] e A G WA S¢ (ATR) e sy Hifetfaibe ¢ qwwe Fhme @

SETER ST ST Sl FACS T | | i

IRICEOH Z
el R e Siferr, s, g EIEE % e FEoe

(Al




e Tifesfaite e e T

fesfibe Ffmm siw

2o/, =3 %’Pﬁ%;
SIS, BIFT-3304 |

we-faams /e ritrG/2809/2058/ 5

mtzg, Securities and Exchange Ordinance, 1969 (Ordi'ﬁiance No. XVli |
wIreca® Dragon Sweater & Spinning Limited (DSSL) ‘issuer’ f2G
S@is); -

[}

mﬁ@. Commission’s decision, for the interest of g

initial publlc offering (IPO) proceeds of Dragon Sweater & Spmmng
As per instruction of the commission, M/s. MABS & Partneﬁ
submitted special audit report; |
Whereas, M/s. MABS & J Partners, Chartered Acco+ntmts, amm% i

observations/ violations in their special audit report on utilization of inifi
proceeds of Dragon Sweater & Spinning Limited:

have been made through certain banking channel. But DSSL gk
total IPO Fund of Taka 400,000,000 in cash. In every cases 1. ¢} b
and spare parts, purchase of building materials, payment for IPf (I | ;
for working capital, DSSL has made cash payments, vuzﬁ !!
i

condition laid in the Consent Letter in addition to co | J
:‘, i

O1. Significant amount of expenditure was made through cash and ng
As per Para 7 of Part C of the Consent Letter ali;he expenditifid

Followmgs are the details of cash payments in respect of separ

[ |
= pm— - i’

(| SL A Purchased
| No. i Heads of expenditure | thibugh cash

|
|

| 1 [|/lmported Machinery and Spare

| parts &  Cleaning  Erection,
Loading/Unloading, Transportation |

‘ & Installation Cost | 1 8,712,816!

| i

2 ||[Building & other Civil Construction ||| I78,943,389|

'3 ]|[Working Capital ] F5,587,024

| 1

—

"L 4 ] [IPO Expenses I[[ 1,242,021|

\

Total: It i'f'4,4ss,250]
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» Total of Tk. 8,712,816 (Tk. 1,546,850 for Machineries and Tk. 7
paid against Machineries and Spare Parts withoqd‘using any banki
cover 5.17% of total expenditure of Tk. 168,628,084 of machinerigs!

~ Till November 2016, the company has utilized PO Proceeds of Tk.|
Building and Other Civil construction. Out of this amount, Tk. |
through cash. Cash payment covers 97.22% of t tal expenditur
Building and Other Civil Construction. T ”

~ DSSL paid an amount of Tk. 25,587,024 in cash as salary and wages §
from December 2015 to March 2016, which was no¢t included in f |

Fund, as per published approved prospectus. Moregler, this amount

profit rather retained in the working capital as defe ﬂ‘payment, H

~ PO expenses have been incurred through cash instead of cheque. D
Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per le'
cash. Cash payments cover 8.50% of total expenditure under this hea

CFD’s Comments: The Company has transacted Tli 214,485, 2503&H f
C of the Commission Consent Letter No.SEC/CI/IPO-181/2012/621{¢

From the aforesaid activities it appears that the company has diver '

214,485,250. Enforcement department may take necessary action rega

02. Books of accounts were not maintained prow ”l
During the audit work, we observed that DSSL did not main
which were necessary to ensure accountability of utilization o
as follows: .

» “Imported Machinery” and “Spare Parts & Clearing, Erection, Loacll
& Installation Cost” are separate head as per appmted and publis
maintained one ledger for these two heads representing tota
Moreover, DSSL has shown above mentioned two heads in the F
157,938,707 for Imported Machinery and Tk. 10,689,382 for Spa i }
Loading/Unloading, and Transportation & Installation Cost. The :
Parts & Clearing, Erection, Loading/Unloading, T portatlon
with the ratio mentioned in the Material Manageméfit Policies o |
with two separate lists of Machinery and Spare Parts for the same an

» DSSL did not maintain ledger and other supporting documents in ||
Building and Other Civil Constructions as ment:oner in the publlshé

F

20-21) which made it difficult to trace out that [PO|proceeds have |
specified in the prospectus (Pg. # 20-21) against Building and Other
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~ As per published approved prospectus (Pg. # 21), Bmldmg and ot A

16.
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CFD’s Comments:
9. The audited financial statements for the year ended on June 3
including transaction of IPO proceeds. So, the financial staten
June 30, 2016 do not reflect true & fair v*wa of the confipil
operation. il

10. Director’s declaration as to financial statements in the annual|repf
period ended 30 June 2016 that: '

a). The financial statements prepared by |

its state of affairs, the result of its ope

e managemet
ion, cash flo

which were necessary to ensure accountability of utilization of 1P )
provided false and misleading information to the Commission and 1
activities the directors have violated the provision pf Section l%l Fﬂ
Ordinance, 1969. "

Implementation schedule has not been followed as per approvled P
Full amount of the IPO Proceeds has not been utilized and
specified time as mentioned in page no. 21 oﬁ ublished apf pIdh
where implementation schedule has not been let:

have been completed within six months after receiving the IPO F
construction of building has not yet been completed. Besides, no
any other similar documents were provided to jus to understa
construction work. Moreover, expenses in this regard have beep|i
the amount of Tk. 183,117,500allocated for this head.
» Implementation schedule as mentioned in the published approved p
making delayed payment of Audit Fee on 23" Ngvember 2016,
for this expense was specified as within 3-4 bnths after rec
company received [PO Proceeds in February 201# i )J '
CFD’s Comments: From the aforesaid activities the Company h
the Commission Consent Letter No.SEC/CI/IPO-1 [1/201 2/621 daf

Machineries were not purchased in accordance with published Pi
Imported Machinery & Spare Parts includipg 12 sets)
1,285,000, 100 sets of UPS for Tk. 2,415,000, 6 sets of exh |
Generator (mini) for Tk. 1,250,000 and 235 pcs of Plastic H
purchased using IPO Fund. However, under the head of “Use
no. 18 to 21 of the published approved Prospectus, does not i
As per published approved prospectus, Geneg%tor of 1400K]j , .
should have been procured for Tk. 24,200,000{but actually lo1 i
KVA originated from England for Tk. 23,712,000. Five pc:
(Originated from Germany) should have been procured for T
machines were procured from IPO proceeds. Furthermore, 3¢
(Originated from China) were purchased for m} 1,552,000 gail
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such machines should have been procured tor Tk. 2,000, 00 ,1
approved prospectus (Pg.# 19). ‘
However, in accordance with Para 8 of Part of the C0n7 il
from the shareholders in the shareholders’ mbeting was fol
intimated to BSEC & Stock Exchanges for aforesaid cases,
aforesaid Para of the Consent Letter. L
CFD’s Comments: From the aforesaid activities the Company has
the Commission Consent Letter No.SEC/CI/IPO-18}/2012/621 dated |
17.  Errors of omission/commission of accounting emni
In some cases, we observed accounting error in recording tre 1
made due to error of omission/commission in makmg entries i
Some instances are as follows:
Underwriting fee of Tk. 1,000,000 in relation to“ 9 Expense was]
recorded in the books of accounts. I | !
[PO Expenses of Tk. 914,484 was wrongly charged under the head|
Financial Statements for the year ended 30 June 2016. l ‘ i
| b
» DSSL has paid total of Tk. 545,000 through the cheque no. 6237364
namely, Destination Travel Services Limited againdt purchase of!
to Working Capital which is contradictory to the Para 8 of Part C of

Y

v

CFD’s Comments: From the aforesaid activities the Company has
the Commission Consent Letter No.SEC/CI/IPO- ]8{ /2012/621 dated

i N )
CFD’s more comments regarding the said specn'a\ audit repori ’
[t appears from the auditors’ report that DSL has done folld '
Significant amount of expenditure was made through cash ‘qn i
Books of accounts was not maintained properly; |
Machineries were not purchased in accordaﬂce with published
Complete disclosure with regard to imported machmen%
financial statements/books of accounts; and .
— Errors of omission/commission of accounting entries

LILL&

TEy, IR SAEERe wiEn e e W Dragmﬂ Sweater & Spil
I @i Show-cause-cum-hearing notice 7 - BSEC/Enforce nith
3059 (2 P G 2y FETE 2059 Sifawd ARt e €rfy st w{wwﬁm
Limited (DSSL)« gie@l bR, @i Ava qar AT {3
oy sifare Bfva T @R s aey wifkie e | A Tﬂmw

“We received your letter no. BSEC/Enforcement/2407/2017/169 CL
appreciate Bangladesh Securities and Exchange Commlssmn for its
protect interest of general investors and public.




-

3-y/f, c'ﬁ-i‘- AT T
TS, BIF-3304 |

we-faamE T/ a T iTTs/2809/2058/ 7 2 I i3

Observation 01. Significant amount of expendituie was maHi

charged as expenses:
Query: Total of Tk. 8,712,816 (Tk. 1,546,850 for Machineries and

Parts) were paid against Machineries and Spare Parts without using an|
payments cover 5.17% of total expenditure of tk. 168, §,089 ofmﬁ il

Explanation: These are the integral part of capital machineries in or ¢

power fluctuations and proper operation and maintenance of the

peripherals, such as AC, UPS, Exhaust fan, Plastic box etc. purél i

machines will result in a total financial and operational|loss. Som
box, Steel Box, Hole cutting, Tube light and Cable T ay Cover h
because of they are small traders.

‘i&

Query: Till November 2016, the company has utilized |[PO Procee‘d: (
purpose of Building and Other Civil construction. Oufpf this amou
spent through cash. Cash payment covers 97.22% of tofal expenditu:

Building and Other Civil Construction.

Explanation: The factory is located in a remote area, where there is ;‘ \

who accepts cheque. Some of those suppliers ask | tfor 5-7%
construction materials against cheques but instant delivery with

available. The company has taken advantage of cheaper price by payi i

why majority of the expense was paid in cash.

the months from December 2015 to March 2016, which was not
utilization of IPO fund, as per published approved prospectus. Morg
been charged against profit rater retained in the working capital as d
overstatement of profit.

Query: DSSL paid an amount of Tk. 25,587,024 in ajsh as Salary) '

"
Explanation: Since its inception, Dragon Sweater & Spinning Lim
salary & wages through cash. This is why it was all paid in cash.
industries are moving towards other methods of disbursement,
Limited is currently in negotiations with Dutch-Banglal Bank Limited y
that all salary & wages can be paid through mobile ba "ing, Due 4 1l
implemented in phases. In accordance with prospectus page # 19,
Capital Tk. 2.97 crore . From that fund, we have incurred salary an(

DSSL has been maintaining accrual basis of accounting as per BFR |

been provision in every month according to BAS-37.
Query IPO expenses have been incurred through cash 1nstlead of chequ%l'

Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per ledger) has b

paymcnts cover 8.50% of total expenditure under this head of expenditure.
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Explanation: There were some technical and petty exjjenses that had
to ensure smooth completion of the IPO. Lottery was organized by t

the fact that 23 times more application were received which ha
Mentioned petty cash of Tk. 12.43 lacks was spent in cash. As a mat
were paid in cash Tk. 501,104 was paid to BUET'\}authority byl

no supplier available for supplying hanging banners, posters, d{ec?
systems, tonners, food packets, water, launch boxes, security
conveyance, flowers etc. Therefore cash purchase was allowed for
assure smooth and quick completion to the satisfactioftbf the post iﬁ)‘
ol the management.

Obervation02. Books of accounts were not maintained properly:

Query: “Imported Machinery” and “Spare Parts & C]e'#ring, Erecti
I'ransportation & Installation Cost” are separate head as per approve
but DSSL has maintained one ledger for these two heads representin
168.628,089. Moreover DSSL has shown above mentioned two hea S
Statement, Tk. 157,938,707 for Imported Machinery and Tk. 10,689.c
Clearing, Erection, Loading/Unloading and Transportatfon

Cost in accordance with the ratio mentloned in the Material Manage
Later, we were provided with two separate lists of Machinery and Sp
amount as reported above. ‘ il
Explanation: Dragon Sweater & Spinning Limited has been maintainil
Plant & Machinery in the General Ledger since long. But the company g
head of accounts in the General Ledger for Spare Parts and accordmg

the Financial Statement. However, it has been segregag d in the Prospg
statement for a better and clearer understanding. In futtire DSSL wil
accounts for Plant & Machinery and Spare Parts if necessary.

Building and Other Civil Constructions as mentioned in thepublished ap
which made it difficult to trace out that IPO proceeds have been utilized|f
prospectus (Pg. # 20-21) against Building and Other Civil Construction. |||

in BFRS like RCC work, Rod, Brick work and Grill workifF
expenses as Capital Works- In- progress. !
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Observation03. Implementation schedule has not been followed!I A8
prospectus. :

‘!5!

or any other similar documents were provided to us to understand the pi g

construction work. Moreover, expenses in this regard hgve been exceed
the amount of Tk. 183,117,500 allocated for this head. 2" ﬂ‘?

Explanation: Since this is a multi-storied building with a very heav)
could not be made possible unless it is approved by the enging
construction has various problems and issues which| arise unpred
experts, we can only go as per the expert’s advice.m%jlfﬁcient pI‘ {

!:
i 1l
implementation. Moreover, with added and unplanned work come |i! ;
such as bricks, rods, sand, cement and labour prices have increased sir
is why there is an increase in expenditure when compared to the al
provided documents. The completion certificate or ary other sirq' HLE'

produced by appropriate authority unless the entire construction is cap

Query: Implementation schedule as mentioned in the published app OE |
violated by making delayed payment of Audit Fee on 2| 1 Novembf;lJ
time line for this expense was specified as within 3-4 gonths after rege
the company received IPO proceeds in February 2016.7] .

. . o ] ' [ 11l
Explanation: Previously DSSL maintained financial year was January|f {
been changed as a result financial year January to June. For that reasbi i
for the period 18" month accordingly accounting year dompleted SQFW (A

audit fee has been paid on 23" November 2016. ‘ 5
Obervation04. Machineries were not purchased in accordance withipa

Query: Imported Machinery & spare parts includﬂtg 12 sets”; “_ i
1.285.000, 100 set of UPS for Tk. 2,415,000, 6 set of exhaust fan for!! i !
(mini) for Tk. 1,250,000 and 235 pcs of Plastic Box for Tk. 180,95“: it
Fund. However, under the head of “Use of IPO Proceeds” in page i
approved Prospectus does not include such items. Il
As per published prospectus, Generator of 1400KVA'4riginated frd@I 1
procured for Tk. 24,200,000 but actually procured a generator of :
England for Tk. 23,712,000. Five pes of Ring Spinning machine (¢
should have been procured for Tk. 22,800,000 but no such machines |y
fund. Furthermore, 320 set of Knitting machine (Origipated from of |
Tk. 1,552,000 each whereas only 10 set of such matfiines should |l
2,000,000 each as per published approved prospectus (Pg# 19). |

|
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However, in accordance with Para 8 of Part C of the (i !

sharcholders in the shareholders’ meeting was found to have obtaine ,
Stock Exchanges for aforesaid cases. It is a serious violation of a#or, ! el
[etter. | "

Explanation: These are the integral part of capital mﬂhineries in
power fluctuations and proper operation and maintenance of the
peripherals, such as AC, UPS, Exhaust fan, Plastic box etc. pure )
machines will result in a total financial and operatiorfal loss. DS 1)
purchasing UK made Generator instead of American (¢ :
less and the performance and warranty period will bf better as pe
AGM of DSSL was held in November 2016. Therefore separate sp p ! ;
were not possible. As per utilization schedule shown in the prospectus e et
to spend Tk. 169,540,000 for purchasing Machinery & Spare Parts b
expenditure under Machinery & Spare Parts withirj the approyg
168.628.089 for purchasing 320 sets of Knitting Machine, Genera 0 gitlian :
Plastic Box etc. As there was no scope to give more detail under Mach.’, ! i E 1
as shown in the Prospectus, the DSSL has shown all the above mentior ' KU
head of Plant & Machinery while submitting the [PO th utilizatio

i
Observation 05. Errors of omission/commission of accounting entr

Query: Underwriting fee of tk. 1,000,000 in relation to [PO Expenseé! )a | :
not recorded in the books of accounts. L i fieh

i i |
Explanation: Underwriting fee of tk. 1,000,000 has been account% q ‘ 1 i_
availability of supporting documents ‘ ' e

Query: IPO Expenses of tk. 914,484 was wrongly ¢ ;

in the Financial Statement for the year ended 30 June 2P16.

ged under ] 7

Explanation: It is a clerical mistake which is done by accounts ¢ ' Hiifue
corrected in proper head of accounts by Journal entry | | l‘ i R

Quer\, DSSL has paid total of Tk. 545,000 through ﬂLe cheque no'” N
agency namely, Destination Travel Service Limited against purchase
charged to Working Capital which is contradictory to the Para 8 of P i

Explanation: Working capital includes marketing aclﬁ /ities as we’” !
and new orders for the company i
It is worth mentioning that during the period the company made expe
the Chief Accountant of the company who was responsible Grlin: 9; g
subsequently left the company without handing over the book of ac : viilh
For that reason, we were faced problems. ™

(@)
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rutgg, Securities and Exchange Ordinance, 1969 (Or jance No. ) |
mmemaE Dragon Sweater & Spinning Limited (DSSL

‘issuer’

S@fve); i
l
|

ey, Commission’s decision, for the interest of geteral investom

Partners, Chartered Accountants, was appointed as spetial auditors

initial public offering (IPO) proceeds of Dragon Sweater & Spinning L

As per instruction of the commission, M/s. MABS & J Partners

submitted special audit report;

Whereas. M/s. MABS & J Partners, Chartered Accguntants, (

observations/ violations in their special audit report oﬁ%utilization of

proceeds of Dragon Sweater & Spinning Limited:

01. Significant amount of expenditure was made through cash and ‘
As per Para 7 of Part C of the Consent Letter all the expen r ,
have been made through certain banking channél. But DSSLn
total IPO Fund of Taka 400,000,000 in cash. In every cases |.|
and spare parts, purchase of building materials, payment for |
for working capital, DSSL has made cash p yments, v1ozi
condition laid in the Consent Letter in aggiti
F ollo‘wmgS are the details of cash payments in re

S| z Purchased |
!\'0._| [ Heads of expenditure J thyough cash !:‘
I Imported Machinery and Spare . | u.'
parts &  Cleaning Erection, Il
Loading/Unloading, Transportation |
| & Installation Cost L 8,712,816
; ¢
2 | Building & other Civil Construction ||| 178,943,389/
3 Working Capital 11, 25,587,024]|[]
I | H'
| I
. 4 IPO Expenses L 1,242,021] ’
[ |
| | —d ,
I Total: ||| 14,485,250 (i}
i i
| ! |

o e
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» Total of Tk. 8,712,816 (Tk. 1,546,850 for Machineries and Tk. 7,!1.
paid against Machineries and Spare Parts without|using any bankj

cover 5.17% of total expenditure of Tk. 168,628,089 of machineri: is| il
| i

» Till November 2016, the company has utilized IPO Proceeds of Tk. 1§ A
Building and Other Civil construction. Out of this amount, Tk.

through cash. Cash payment covers 97.22% of total expenditure #

Building and Other Civil Construction. “ l (e
| lith
» DSSL paid an amount of Tk. 25,587,024 in cash as‘ﬂ'atary and waé :
from December 2015 to March 2016, which was not included in
Fund, as per publnshed approved prospectus. Moreover, this amount
profit rather retained in the working capital as deferred payment, re S
14 l I
» IPO expenses have been incurred through cash instéad of c:heque:i Dy
Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per :ll
cash. Cash payments cover 8.50% of total expenditure under this |
CFD’s Comments: The Company has transacted TH. 214,485,250 r
C of the Commission Consent Letter No.SEC/CIfPO-181/2012/¢
From the aforesaid activities it appears that the fompany has

214.485.250. Enforcement department may take necgssary action re
| L

!
(]
0
5

i
i
!

During the audit work, we observed that DSSL |did not mai)

which were necessary to ensure accountability
as follows:

~ “Imported Machinery” and “Spare Parts & Clearing, Erection, Loadi

& Installation Cost™ are separate head as per approved and publi

maintained one ledger for these two heads s@esentmg totT' i

{

0

02. Books of accounts were not maintained propirly

f utlllzatlon' tlu

Moreover, DSSL has shown above mentioned heads in the
157.938,707 for Imported Machinery and Tk. 10,689,382 for Spi !
Loading/Unloading, and Transportation & Installation Cost. The ¢
Parts & Clearing, Erection, Loading/Unloading, Transportation & I
with the ratio mentioned in the Material Management Policies of D
with two separate lists of Machinery and Spare Par; for the samﬁ AN
il

~ DSSL did not maintain ledger and other supporting documents in
13m1d1n§= and Other ClVll Constructions as mentioned in the pubh H
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18.

~ As per published approved prospectus (Pg. # 21), Busldmg and ¢ i

~ Implementation schedule as mentioned in the publi shed approved

19.
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CFD’s Comments:

11. The audited financial statements for the year ended on Jun 3

including transaction of IPO proceeds. So, the financial s
June 30, 2016 do not reflect true & fair view of the col
operation. ‘ !

12. Director’s declaration as to financial statements in the annua
period ended 30 June 2016 that: ,

a). The financial statements prepared by ¢ manageme

its state of affairs, the result of its ope ion, cash flo

b). Proper books of account of the company have been ma
But. it appears form auditors” report that the company did not ma ,
which were necessary to ensure accountability of Llll]lZ&thl‘l ofIP ﬂ;

activities the directors have violated the prowsmn' of Section 1
Ordinance, 1969.

provided false and misleading information to the Commission eg i i

specified time as mentioned in page no. 21

Full amount of the IPO Proceeds has notﬁ{:n utilized a
where implementation schedule has not been

etL:

have been completed within six months after receiving the PO
construction of building has not yet been completed. Besides, no v
any other similar documents were provided tmius to undergts
construction work. Moreover, expenses in this re

the amount of Tk. 183,117,500allocated for this head.

Bl
making delayed payment of Audit Fee on 23" Npvember 2016‘
for this expense was specified as within 3-4 | ?ths after re
company received IPO Proceeds in February 201 i | [

CFD’s Comments: From the aforesaid activities|the Company |f

the Commission Consent Letter No.SEC/CI/IPO-181/2012/621 da ¢

Machineries were not purchased in accordance | ith pub!ishe
Imported Machinery & Spare Parts including 12 sets'
1.285.000, 100 sets of UPS for Tk. 2,415,000, 6 sets of exh
Generator (mini) for Tk. 1,250,000 and 235 pcs of Plasti

purchased using IPO Fund. However, under the head of “Us

As per published approved prospectus, Genetptor of 140

no. 18 to 21 of the published approved Prospg%}us does no
should have been procured for Tk. 24,200,000 but actua]ly

KVA originated from England for Tk. 23,712,000. Five pc

i
Implementation schedule has not been followed as per approved

ublished aﬁ E‘

ard have be ;

i

i
i,

(Originated from Germany) should have been procured for i'_

machines were procured from [PO proceeds urthermore |
(Originated from China) were purchased for k 1.552 OOQ o
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such machines should have been procured |
approved prospectus (Pg.#19).
However, in accordance with Para 8 of Part (] of the Con ‘
from the shareholders in the shareholders’ nieeting was foulid ) ; :
intimated to BSEC & Stock Exchanges for aforesaid cases. | ‘:f 10 _t
aforesaid Para of the Consent Letter. e | i i
CFD’s Comments: From the aforesaid activities fhe Company||iﬁ
the Commission Consent Letter No.SEC/CI/IPO-181/2012/621 datedj
20 Errors of omission/commission of accounting entries
In some cases, we observed accounting error in recording tran
made due to error of omission/commission in n \aking entries !’ e

Some instances are as follows: i | '|
» Underwriting fee of Tk. 1,000,000 in relation to IPO Expense w
recorded in the books of accounts.

Financial Statements for the year ended 30 June 2016.

VIt | ‘

» DSSL has paid total of Tk. 545,000 through the c?leque no. GZQ il
namely, Destination Travel Services Limited against purchase of [ai

to Working Capital which is contradictory to the Para 8 of Part C .

CFD’s Comments: From the aforesaid activitieg, he. Company haj ‘

the Commission Consent Letter No.SEC/CI/IPO-

CFD’s more comments regarding the said sneclal audit reporth
06. It appears from the auditors’ report that DSI, has done follo

Significant amount of expenditure was madg through cash U e chatpied i <0 cliBRb: i s
Books of accounts was not maintained propgrly; ' L £ ;
Machineries were not purchased in accordance with publi
Complete disclosure with regard to imported machineries
financial statements/books of accounts; and
— Errors of omission/commission of accounting entries

i | ‘l'&
rrEy, wfem Sorafafee wign feiE adem W@ Dragon [Sweater & Sp
FarETE 9% show-cause-cum-hearing notice @ ==- BSEC/Enforcemén
2659 (2R FE TR Y GER k059 S0 YANE i € T G iy S 'l il il Brine

Limited (DSSL)9a ar<gmar AfRwme, ﬂﬂ”’rﬁﬂﬁﬁaﬁ?% ﬂﬁ Wl i e et g |
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appreciate Bangladesh Securltles and Exchange Com
protect interest of general investors and public.
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Observation 01. Significant amount of expenditure was made |t
charged as expenses: | [
Query: Total of Tk. 8,712,816 (Tk. 1,546,850 for l}\fﬁfchineries
Parts) were paid against Machineries and Spare Parts Without using[an
payments cover 5.17% of total expenditure of tk. 168,628,089 of machijiid

Explanation: These are the integral part of capital maghineries in 0
power fluctuations and proper operation and main{gnance of r..
peripherals. such as AC, UPS, Exhaust fan, Plastic ox etc. pu. 14
machines will result in a total financial and operational|loss. Some Sps
box. Steel Box. Hole cutting, Tube light and Cable Tray Cover have
because of they are small traders. |
I
Query: Till November 2016, the company has utilized IPO Pmocee:dLH
purpose of Building and Other Civil construction. Out of this amount ,
spent through cash. Cash payment covers 97.22% of total prendlture
Building and Other Civil Construction. ‘ |
i
Explanation: The factory is located in a remote area, Where there !
who accepts cheque. Some of those suppliers ask for 5-7% up |{
construction materials against cheques but instant delivery with S.-L

|
I
|

available. The company has taken advantage of cheapey price by payini§iiith
why majority of the expense was paid in cash. ”ﬂ[ H H|

Query: DSSL paid an amount of Tk. 25,587,024 in cash as Salary @
the momh:, from December 2015 to March 2016, Ithh was nat|
utilization of IPO fund, as per published approved pri
been charged against profit rater retained in the wor
overstatement of profit.

salary & wages through cash. This is why it was all ppid in cash. H
industries are movmg towards other methods of disbursement,
Limited is currently in negotiations with Dutch-Bangla Bank leltEd '
that all salary & wages can be paid through mobile banking. Due to
implemented in phases. In accordance with prospectus page # 19, we

Capital Tk. 2.97 crore . From that fund, we have incyrred salary [a
DSSL has been maintaining accrual basis of account q]g as per BE .|
been provision in every month according to BAS-37. 1
Query: IPO expenses have been incurred through cash instead of cheque. [
Tk. 1,242,021 out of Tk. 14,611,591 (Total IPO expense as per ledger) has
payments cover 8.50% of total expenditure under this head c’lf expenditure

Ll

I.xplanation: Since its inception, Dragon Sweater & Epmnmg L1m1
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Explanation: There were some technical and petty expenses that had|
to ensure smooth completion of the IPO. Lottery was organized by the
the fact that 23 times more application were receivéd which had
Mentioned petty cash of Tk. 12.43 lacks was spent irjjgash. As a mat
were paid in cash Tk. 501,104 was paid to BUET futhority b\:ﬁ 5t
0081459 dated-14/02/16 from SBAC Bank. Balance TK. 730,621 were
no supplier available for supplying hanging banners, posters, de
systems. tonners, food packets, water, launch boxes, security
conveyance, flowers etc. Therefore cash purchase wap allowed t'oﬂ ’
assure smooth and quick completion to the satisfaction of the post is
of the management.

Obervation02. Books of accounts were not maintained pr'operly:

" Wi
Query: “Imported Machinery” and “Spare Parts & Cledring, Erectu! “
Transportation & Installation Cost™ are separate head as per approve
but DSSL has maintained one ledger for these two heads reprcsenuné
168.628.089. Moreover DSSL has shown above mentioned two heads
Statement. Tk. 157,938,707 for Imported Machinery a.l*i Tk. 10, 68ﬁ i
Clearing. Erection, Loading/Unloading and Transportation & Instal
spent for Spare Parts & Clearing, Erection, Loadmngnloadmg, Tra
Cost in accordance with the ratio mentioned in the Matgrial Mana&,(;
Later. we were provided with two separate lists of Me
amount as reported above.

statement for a better and clearer understanding. In future DSSL wi[l ]
accounts for Plant & Machinery and Spare Parts if necessary.

Query: DSSL did not maintain ledger and other supportl 12 documents
Building and Other Civil Constructions as mentioned in tH§f published aﬂ il

which made it difficult to trace out that IPO proceeds havelbeen utilized fq |
prospectus (Pg. # 20-21) against Building and Other Civil Construction.

Explanation: Building constriction material detail have been given in g
accounting has been prepared according to BAS not as magerial name. j

in BFRS like RCC work, Rod, Brick work and Grill work! For that re ‘
expenses as Capital Works- In- progress. il
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Observation03. Implementation schedule has not béen followed a3
prospectus. [l

should have been completed within six months after régeiving the Iﬁ ofl

Query: As per published approved prospectus (Pg. # ')% Building an‘ (
But construction of building has not yet been completed. Besides, nol'y ‘

or any other similar documents were provided to us to understand the

construction work. Moreover, expenses in this regard hgve been excecd '; ‘

the amount of Tk. 183,117,500 allocated for this head

=

o i
loxplanation: Since this is a multi-storied building with a very hefa
could not be made possible unless it is approved | by the enging
construction has various problems and issues which arise unpredi
experts, we can only go as per the expert’s advice. Sufficient progh
implementation. Moreover, with added and unplanned work come ad il
such as bricks, rods, sand, cement and labour prices have increased sitfd
is why there is an increase in expenditure when compared to the ¢ "‘
provided documents. The completion certificate or any other similarjiii
produced by appropriate authority unless the entire co ’tlructlon is ﬁ ]

Query: Implementation schedule as mentioned in the published appid
violated by making delayed payment of Audit Fee on 23" November 2|
time line for this expense was specmed as within 3-4 months after rece| S
the company received IPO proceeds in February 2016'.”“' l'

Explanation: Previously DSSL maintained financial year was Januar
been changed as a result financial year January to June. For that reasb ni
for the period 18" month accordingly accounting year qompleted 30I
audit fee has been paid on 23" November 2016. “ !
'
I

Obervation04. Machineries were not purchased in accordance wi

Query: Imported Machinery & spare parts includi g 12 sets o
1,285,000, 100 set of UPS for Tk. 2,415,000, 6 set ofeghausl fan fQT
(mini) for Tk. 1,250,000 and 235 pcs of Plastic Box for Tk. 180,950
Fund. However, under the head of “Use of IPO Proceeds” in pag!e 1ot
approved Prospectus does not include such items. "
As per published prospectus, Generator of 1400KVA qriginated from @
procured for Tk. 24,200,000 but actually procured #ljgenerator o‘ I
England for Tk. 23,712,000. Five pcs of Ring Spmn ng machine ﬂ !
should have been procured for Tk. 22,800,000 but no such machines Vil
fund. Furthermore, 320 set of Knitting machine (Originated from of @
Tk. 1,352,000 each whereas only 10 set of such machines should h
2.000.000 each as per published approved prospectus '(J’gﬂ 19). | ll'
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However, in accordance with Para 8 of Part C of the g‘;fmsent Lettepy |[
shareholders in the shareholders’ meeting was found to'have obtainjl

Stock Exchanges for aforesaid cases. It is a serious violation of afol
Letter.

purchasing UK made Generator instead of American (enerator beca ¢
less and the performance and warranty period will better as el
AGM of DSSL was held in November 2016. Therefore separate sp
were not possible. As per utilization schedule shown in the prospectd'
to spend Tk. 169,540,000 for purchasing Machinery & Spare Parts b

expenditure under Machinery & Spare Parts within the approves
168.628.089 for purchasing 320 sets of Knlmng Mdthine, Generafd
Plastic Box etc. As there was no scope to give more detail under Mag :
as shown in the Prospectus, the DSSL has shown all the above mentiog

head of Plant & Machinery while submitting the IPO fund utlhzatlon G

Observation 05. Errors of omission/commission of'ducountmg el it

Query: Underwriting fee of tk. 1,000,000 in relation t¢ IPO Expens’
not recorded in the books of accounts.

1 it

i . :

‘ b Y ‘ I|

Explanation: Underwriting fee of tk. 1,000,000 has éh accountd l
l
|

availabihity of supporting documents

Query: [PO Expenses of tk. 914,484 was wrongly charged under th
in the Financial Statement for the year ended 30 June 2TUI6. f '1
Explanation: It is a clerical mistake which is done by accounts clj
corrected in proper head of accounts by Journal entry

Query: DSSL has paid total of Tk. 545,000 throughyghe cheque ng

agency namely, Destination Travel Service Limited ‘dgainst purck .l\:in
charged 10 Working Capital which is contradictory to the Para 8 of P
|

Explanation: Working capital includes marketing activities as well |ij
and new orders for the company ,,ﬂ I:-
[t 1s worth mentioning that during the period the company made eLL N
the Chief Accountant of the company who was  responsible

subsequently left the company without handing over the book of a

For that reason, we were faced problems.
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ey, Dragon Sweater & Spinning Limited (DSSL)«3
iforer siferaregz Dragon Sweater & Spinning Limite

=z “fgeems ayder fagrm section 22 of the Securities and Exchan |
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