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2 REFE Y ITF A6 /00 v8/3038/ 00 Sifae (7 9, 2030

(i

(®Y, Securities and Exchange Ordinance, 1969 93 Section 2 (cc) e S o e
FfFefle @is sy Fhmm ot AT FiRshis s aame TR I3, 3550-97 T i3,

@Ry, Vanguard Asset Management Limited od TIHITR 2032 (AF 0> RomR 2083 67 TEg
& Vanguard AML Rupali Bank Balanced Fund -a3 f3ifirs wifaf Rea o8 A 3030 OIfFTY o=t
fitate;

(g, Vanguard AML Rupali Bank Balanced Fund-e7 fififirs wififs feafits ot otg @
Vanguard AML Rupali Bank Balanced Fund zc® f-en2fie et R Rom 2034 At AFC
Health Limited-a v.00 &1 5ot 932 3050 it Bengal Poly & Paper Sack Ltd.-4 5.¢o if3 5t
Rfcam 1 2eace) B2iTe wiMe S w3t 20R @, AFC Health Limited-a3 8v.00 o A O @32
Bengal Poly & Paper Sack Ltd.-a3 v.00 a sigrset oetata @ wofRem TSR, I [T IAF
b.00 (@6 BT @32 3.¢0 @I 51T 1B q.¢0 @ 51w, AFC Health Limited-a3 4% ey SfelRe
T So.co BT @32 ¢ BAFBAN 2.¢0 Biet @32 Bengal Poly & Paper Sack Ltd.-43 #f% cmices
SRS Jo7 So.00 BIFt 932 (<fA1g AR se.00 Bt

@@y, Vanguard AML Rupali Bank Balanced Fund-«3 o3 SIFAITE 2033 (A0 0 BT 033 A
e e wiffe Reafics, f-wizfte @R ‘AFC Health Limited'-a Vanguard AML Rupali
Bank Balanced Fund zrs <=t fRfacamt @ice witre eitat @i craiict T, W= 7w FH-on3fie s

‘Bengal Poly & Paper Sack Ltd.’-q Vanguard AML Rupali Bank Balanced Fund zrs =t
RSt e s sreriest o e ©.00 7% Biet oraTRT TCE:

(@R, TAe [varE, Vanguard Asset Management Limited (Asset manager of Vanguard
AML Rupali Bank Balanced Fund) €32 Investment Corporation of Bangladesh (Trustee of
Vanguard AML Rupali Bank Balanced Fund) «a #lcu Vanguard AML BD Finance Mutual
Fund One zs f&-wii3fis czbicss (AFC Health Limited Bengal Poly & Paper Sack Ltd.) -a
fRfNcater Raca it @92 2l A shent sl o, Vanguard Asset Management Limited
g R i weaee @z oy 4@ ol weacer Gar 4 il o SRH s e Afacfs s
Torgro 41 el

Description of alleged violation of securitics laws:

Whereas, Vanguard Asset Management Limited (VAML) (Asset Manager) submitted the
Auditors’ Report of ‘Vanguard AML Rupali Bank Balanced Fund’ dated 19 March 2023 for
the period from 01 January 2022 to 41 December 2022, In this report, the auditor (Zoha
Zaman Kabir Rashid & o) mentioned this piven tollowing:
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Quoted:
Emphasis of Matter....

2. The fund has investment 4,800,000 no. of shares at price TK.12.50 each in AFC
Health Ltd. (The company), representing 3.31 percent of total shareholding of the
company. Based on the audited financial statements of the company as at June 30,
2021, the NAV per share of the company was TK. 13.12 and Earnings per Share (Basic)
TK. 0.15. The said investment are valued at lower of cost and NAV per share of the

company. We could not conduct any other due diligence and verification in this

regard.

3. The fund has investment 600,000 no. of shares at price TK. 25 each in Bengal Poly &
Paper Sack Ltd. (The company), representing 2.14 percent of total shareholding of the
company. Based on the audited financial statements of the company as at June 30,
2022, the NAV per share of the company was TK. 40.54 and Earnings per Share TK.
2.77. The said investment are valued at lower of cost and NAV per share of the

company. We could not conduct an d. iligence and verification in thi
regard.
Other Matter Paragraph

According to sec. 58(2) of Bangladesh Securities and Exchange Commission Mutual
Fund Bidhimala (Rules), 2001, the trustee and the asset management company shall
jointl orm the valuation of the investment in non-listed securiti n
quarterly basis. During our audit, no such report was received. However, the Board
of Trustee has approved these Financial Statements dated: February 13, 2023 where
such valuation is incorporated. Our opinion is not qualified in respect of these matters.

n ted:

VAML submitted the ‘Portfolio Statement Report of Vanguard AML Rupali Bank Balanced
Fund’ dated 05 October 2023. In this document, it has been noticed that there was
investment of Tk 6.00 crore in AFC Health Ltd. and Tk 1.50 crore totaling to Tk 7.50 crore
both as ‘Cost value’ and ‘Fair value/ Market Value' as Investments in Pre-IPO Placement
from Vanguard AML Rupali Bank Balanced Fund.

VAML also submitted the ‘Quarterly Reporting on ‘Composition of Portfolio other than
Capital Market Investment’ and mentioned this given following:

Quoted:

1. Invest. in Ordinary Shares of '‘Bengal Poly & Paper Sack Ltd.' for 6,00,000 nos.
acquisition cost of Tk. 25.00 and revalued rate for Tk. 40.54 on Audited financial
statement as on June 30, 2022 and the Unrealized Gain for Tk. 93,24,000.00.

2. Investment in Ordinary Shares of '"AFC Health Ltd.' for 48,00,000 nos. acquisition
cost of Th, 12,50 and revalued rate for Tk. 13.11 on Audited Financial Statement as
at June 30, 2021 and the Unrealized Gain for Tk. 29,28,000.00.

o7
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The fund has not recognized the unrealized gain Total Tk. 1,22,52,000.00 of '‘Bengal

Poly & Paper Sack Ltd.' and 'AFC Health Ltd.' due to conservative policy. The said
unrealized gain will be recognized as and when it is realized.

Unguoted:

Additionally, in the audited financial statements of Vanguard AML Rupali Bank Balanced
Fund for the period of 01 January 2022 to 31 December 2022, it has been noticed that
there was investment of Tk 6.00 crore in ‘AFC Health Ltd’ and Tk 1.50 crore in ‘Bengal
Poly & Paper Sack Ltd.’ totaling to Tk 7.50 crore as Investments in Pre-IPO Placement
from Vanguard AML Rupali Bank Balanced Fund.

It is also mentioned there that the fund holds 48.00 lac ordinary shares in AFC Health
Ltd. at a cost of total Tk 6.00 crore what posits that Tk 10.00 as face value and Tk 2.50 as
share premium per share of AFC Health Ltd.

But the audited financial statements of ‘AFC Health Limited’ for the period of 01 July 2018
to 30 June 2019 showed the Share Capital as Tk 145.00 crore and no share premium was
mentioned there.

Again, the fund holds 6.00 lac ordinary shares in 'Bengal Poly & Paper Sack Ltd.' at a
cost of total Tk 1.50 crore what posits that Tk 10.00 as face value and Tk 15.00 as share
premium per share of 'Bengal Poly & Paper Sack Ltd.

The audited financial statements of ‘Vanguard AML Rupali Bank Balanced Fund’ for the
period from 01 January 2022 to 31 December 2022 doesn’t show any income generated
from the investment made from ‘Vanguard AML Rupali Bank Balanced Fund’ to ‘AFC
Health Ltd.’ as investment in Pre-IPQ Placement.

The audited financial statements of ‘Vanguard AML Rupali Bank Balanced Fund’ for the
period from 01 January 2022 to 31 December 2022 shows Tk 3.00 lac as dividend income
generated from the investment made from ‘Vanguard AML Rupali Bank Balanced Fund’ to
‘Bengal Poly & Paper Sack Ltd.’ as investment in Pre-1PO Placement.

A letter was issued to VAML and Investment Corporation of Bangladesh (Trustee of
Vanguard AML Rupali Bank Balanced Fund) dated 14 December 2023 asking for
explanation and relevant documents in connection with the investments in Pre-IPQ
Placement (AFC Health Ltd. and Bengal Poly & Paper Sack Ltd.) and also FDRs from
Vanguard AML BD Finance Mutual Fund One.

In response to this letter, VAML sent a letter to the Commission dated 18 December 2023

with explanation of the matters and provided some documents including enclosures.
However, as per the given explanation and received documents from VAML in the reply
letter along the enclosures, some critical findings have been observed which are
summarized below:
1. The Matter Related with Investment in AFC Health Ltd, from Vanguard AML Rupali
Bank Balanced Fund s given in following
Page 3 of 20
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A. Summary of different parties and relevant info:

Particulars

Description

Name of Truste & Custodian of the Fund

Investment Corporation of Bangladesh (ICB)

Letter of Intent from BSEC to AFC Health Ltd,
as per their application dated 31 July 2017 for
raving paid-up capital

29 November 2017 at Tk 10.00 per ordinary
share

Name of the Company where the Asset
Manager made investment decision from the
fund

AFC Health Ltd.

Date of Application from Asset manager to
Trustee (ICB)

06 December 2017

Getting Approval from the Trustee (ICB) of
Investing in AFC Health Ltd.

18 December 2017

Date of Consent of BSEC to raise capital of
AFC Health Ltd as per their application

11 December 2017 at 7k 10.00 per ordinary
share

Date of Investment

21 December 2017

Date of Ordinary Shares Subscription | 21 December 217

Agreement Investor (Vanguard AML Rupali Bank
Balanced Fund) Invested in the Company AFC
Health Ltd as Pre IPO Investment

Amount of Investment Total Tk 6.00 crore of total 48.00 lac ordinary

shares at Tk 10,00 face value and additional
Tk 2.50 as share premium totaling to Tk
12.50 per share

By two different money receipts of Tk 4.80
crore and Th 1.20 crore totaling to Tk 6.00
crore from the bank account No:
1121924424001 of Vanguard AML Rupali
Bank Balanced Fund

Approved investment Standard from BSEC

At Tk 10:00 face value per ordinary share of
AFC Health Ltd.

Assumed lllegal Transfers through showing
Investment

As Tk 2.50 per share premium equivalent to
Tk {112.50 x 48.00.000) (10.00 x 48,00,000))
or, Tk 1.20 crore dated 21 December 2017

Assumed Liable Parties related with
Vanguard AML Rupali Bank Balanced Fund

i. Asset manager Asset

Management Limited),

(Vanguard

ii. Trustee (Investment
Bangladesh (ICB);

lii. AFC Health Ltd. (in which company the
investment made from the fund)

Corporation of

B. As per the Consent for Raising of Paid-up Capital from BSEC to AFC Health Ltd.

dated 11 December 2017

Quoted:

«/lissuing 7,50,00,000 (Seven crore Jfifty lac only) ordinary shares of 10/- each to the existing
and other than existing shareholders of the company in cash consideration

Unquoted
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C. However, but Vanguard Asset Management Limited invested in 48,00,000 Ordinary
Shares of AFC Health Ltd. from the fund at Tk 12.50 per share.

D. The money receipts of the investment in from 'Vanguard AMI, Rupali Bank
Balanced Fund (Bank A/C No. 1121924424001) to AFC Health Ltd. show two
copies in which the first one is of Tk 4.80 crore and another one was Tk. 1.20 crore
totaling to (Tk 4.80 crore + Tk 1.20 crore) or, Tk 6.00 crore which is very
surprising and unusual.

The copy of money receipts should be a single receipt of Tk 6.00 crore. But the
Asset Manager (transferred the money from Vanguard AML Rupali Bank Balanced
Fund (Bank A/C No 1121924424001) to AFC Health Ltd. at two different receipts
of Tk 4.80 crore and Tk 1.20 crore respectively what it suspicious.

It posits that Vanguard Asset Management Limited intentionally manipulated the
transfers form Vanguard AML Rupali Bank Balanced Fund to AFC Health Ltd. in two
different transfers so that Tk 4.00 crore could reflect the investment made at face
value of Tk 10.00 totaling to Tk 4.80 crore (Tk 10.00 x 48,00,000 no. of shares).

And another transfer of Tk 1.20 crore as share premium (Tk 2.50 per share x
48,00,000 no. of shares) was done separately to hide the illegal transfer of Tk 2.50
per share made in the name investment made in the name of share premium. The
investment of Tk 6.00 crore to AFC Health Ltd. has been reported in all the audited
financial statements of Vanguard AML Rupali Bank Balanced Fund from 2017 to
2022. But the Audited Financial Statements of AFC Health Ltd. dated 30 June in
each year from 2018 to 2021 show that there was to share premium for the share
issued by AFC Health Ltd. This clearly indicates that some intentional and illegal
transfers what could be of Tk 1.20 crore in the name of the Share premium from
the "Vanguard AML, Rupali Bank Balanced Fund was made to AFC Health Ltd.

E. Trustee of the Fund (Investment Corporation of Bangladesh) gave permission of
this investment by mentioning following:
Quoted
STANC GGFIT A 1T JIAC FS"- 97 SoIeT 93¢ ST (MEFR) T4y 7917 Trust Deed 4

7T 8. .30 T TIRT T FT RATAIRT T FeTTAYIE KA FAET AT FAT &y
Unquoted
However, it is well understood that the Trustee (ICB) knew all the matters but did
not report to the Commission.

F. AFC Health Ltd. sent a letter to Vanguard Asset Management Limited dated 17
December 2023 by referring third party arranger fee Tk 12,000,000. However,
Vanguard Asset Management Limited never mentioned this Tk 2.50 of per share
premium equivalent to total Tk 1.20 crore as 'arranger fee. There was no matter
mentioned as charging arranger fee as per the consent letter of BSEC of raising
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capital. It indicates that they are trying to

hide the matter of 1.20 crore illegal

transfer from the fund in the name of arranger fees.

2. The matter related with Investment in Bengal Poly & Paper Sack Ltd. from
Vanguard AML Rupali Bank Balanced Fund' is summarized below:

A.

Summary of different parties and relevant info:

Particulars

Description

Name of Truste & Custodian of the
Fund

Investment Corporation of Bangladesh (ICB)

Name of the Company where the
Asset Manager made investment
decision from the fund

Bengal Poly & Paper Sack Ltd.

Date of Consent of BSEC to raise
capital of Bengal Poly & Paper Sack
Ltd. as per their application

29 September 2013 at Tk 10.00 per ordinary share

Date of Investment

17 December 2013

Shares Subscription Agreement

No document found

Amount of Investment

Total Tk 1.50 crore of total 6.00 lac ordinary shares
at Tk 10.00 face value and additional Tk 15.00 as
share premium totaling to Tk 25.00 per share

By one money receipt of Tk 1.50 crore from the
bank account No 0000000203006 of Vanguard
AML Rupali Bank Balanced Fund dated 17
December 2013.

Approved investment Standard from
BSEC

At Tk 10.00 face value per ordinary share of
"Bengal Poly & Paper Sack Ltd.

Assumed Illegal Transfers through
showing Investment

As Tk 15.00 per share premium equivalent to Tk
(25.00 x 6,00,000) -(10.00 x 6,00,000)] or, Tk
90.00 lac dated 17 December 2013.

Matter related with Bengal Poly &
Paper Sack Ltd. and Bengal Flexipak
Ltd.

However, it is observed that Bengal Poly & Paper
Sack Ltd. failed to go public as per prescribed rules
of BSBC. The matters of Bengal Poly & Paper Suck
Ltd. and Bengal Flexipak Ltd. for buying shares
from Vanguard AML Rupali Bank Balanced Fund is

Assumed Liable Parties related with
Vanguard AML Rupali Bank Balanced
Fund

unresolved.

i. Asset manager (Vanguard Asset Management
Limited)

ii. Trustee (Investment Corporation of Bangladesh
(ICB);

lii. Bengal Poly & Paper Sack Ltd. (in which the

_investment was made from the fand)

B. However, as per the Consent for raising of Paid-up Capital from BSEC to Bengal
Poly & Paper Sack Ltd. dated 29 September 2013 at Tk 1 0.00 per ordinary share

Quoted

“..by issuing 80,00,000 ordinary shares @1k,

eight crore) only.”
Unquoted

10/~ cach lotaling Tk, 8,00,00,000/ (Taka
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C. However, it is observed that VAML invested in 6.00 lac shares of Benpgal Poly &
Paper Sack Ltd. from Vanguard AML Rupali Bank Balanced Fund dated 17
December 2013 at Tk 25.00 (Fac value Tk 10.00 and Including Tk 15.00 s
premium) per share it posits that VAML intentionally made the investment form
Vanguard AML Rupali Bank Balanced Fund to Bengal Poly & Paper Sack Ltd. dated
17 December 2023 for illegal transfers of Tk 90 lac from the fund in the name of
share premium. As per the statement of financial position of Bengal Poly & Paper
Sack Ltd. the share Capital was of Tk 28.06 crore and share premium of Tk 12.00
crore. No specific information of share premium per share was shown in the
submitted documents This indicates that some intentional and illegal transfers
what could be of Tk 90.00 lac of Share premium from the "Vanguard AML Rupali
Bank Balanced Fund was made to ‘Bengal Poly & Paper Sack Ltd.’

D. Although in the letter the Commission gave comment of Tk 10.00 per share of the
existing and other than existing shareholders of the company, VAML invested from
‘Vanguard AML Rupali Bank Balanced Fund’ in 6.00 ]ac shares of Bengal Poly &
Paper Sack Ltd. at a price of Tk 25.00 (Tk 15 premium per share) per share totaling
to (6.00 lac shares * Tk 15.00 per share) Or, Tk 90.00 lac. It is well understood that
the Trustee (ICB) knew all the matters but did not take required step against illegal
transfer of money from the fund in the name of such investment.

Contraventi

Trustee (Investment Corporation of Bangladesh) has violated &R R8(R), 28(2), 28 (8), :8(9),
e of FifeCRiba ¢ eswy Fhmm (Rrograre wrs) KR, 00 regarding the following as per the
correspondence and received documents

i. Investment of Tk 6.00 crore in 48.00 lae ordinary shares of AFC Health Ltd. at
Tk 10.00 per share and Tk 2.50 share premium totaling to Tk 12.50 per share:

ii. And the investment of Tk 1.20 crore in 6.00 lac ordinary shares of Bengal Poly
& Paper Sack Ltd. at Tk 10.00 per share and Tk 15.00 share premium totaling
to Tk 25.00 per share

. Later, after noticing several critical issues, another letter was issued to Asset Manager-

Vanguard Asset Management Limited, Trustee- Investment Corporation of Bangladesh,
Auditor- Malek Siddiqui Wali & Co. Chartered Accountants of ‘Vanguard AML Rupali Bank
Balanced Fund’ dated 24 March 2025. Accordingly, the Commission received responses
from the concerned trustee. The observations on their letter responses are given in
following: in il

Observation on the letter of Trustee of Vanguard AML Rupali Bank Balanced Fund

b. Letter from | i. The trustee has referred to the clause 4.2.13 of the trust deed of the fund by

Trustee - quoting “The trustee shall not participate in any decision-making process for
Investment investments of the fund”. This clause has been selectively interpreted by the
Corporation Trustee to misleadingly suggest that the trustee is entirely detached from the
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mBangladesh investment process. However, this interpretation is untenable. The clause does
(ICB) dated 24 | not, in any way, absolve the Trustee of its legal and fiduciary duties under the
May 2025 Trust Deed and applicable regulations to supervise, monitor, and ensure that
investments made by the Asset Management Company (AMC) serve the best
interests of the unitholders.

Notably, the Trustee itself approved the investment without any valid
justification or proper valuation, and at an unjustified premium. This failure of
due diligence directly contributed to the ultimate 99.20% provisioning of the
investment resulting in severe financial loss to the investors/ unitholders.

Therefore, the above-mentioned discussions reflect that while the Trustee does
not take part in selecting investments, it remains fully responsible for
overseeing the AMC’s actions and ensuring adherence to the &%= and trust
deed provisions of the mutual funds.

ii. The trustee (ICB) referred about not getting any financial statements of AFC
Health Ltd. from VAML since 2021. But ICB never took any step against this
non-submission.

Moreover, the sub-clauses () and (@) of 7= 3 of T THFE of the HifFSHRly
GE FEH (Rrograre F1) Rk, 00y are given in following,

Quoted:

B I 22| (ﬁmwm@mﬁﬁmwmﬁwwmmmm
@«mmmmwmm:wmwmwmn

(%W%ﬁmﬁﬁmmwwﬁwﬁwﬁﬁwmwl
Unquoted:

This investment of Tk 6.00 crore in AFC Health Ltd. never provided any
return/ dividend to the fund. However, the asset manager never took any
step to charge the provision in almost 6 years (21 December 2017 as
Inception date of investment and 05 November 2023 as the first letter issued to
the trustee). The asset manager did not follow the sub-clauses (°N) and (9) of
Clause 2 were never applied after almost 06 years since the inception of
investment.

ICB being the trustee of the fund never tool any steps against this
contravention. Moreover, instead of taking due action on time, ICB allowed
VAML to charge 99% of provision referring the accounting standards,

Later, ICB instructed VAML via issuing a letter dated 12 March 2025 by saying
“rTe SRR B 3BT 03 @I Y080 YT S¢0e A TS 0 Bengal Poly and
Paper Sack Ltd. 932 AFC Health Ltd, a3 Rfanere st amiem fam sw g
@i TG 92 st B Fiiosi srfds w21 @ Rt oA T 77,

AFC Health Ltd. did not provide any dividend/ returns to the fund since the
inception date of investment. The action taken after almost 6 years of
investment implies supreme irresponsibility of the trustee in following the
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fefasren,

The prompt action on time could be beneficial for the fund. The tenure of the
fund has already crossed more than 8 years. The fund will be operational for
less than 2 years. Thus, this delayed action has already caused damage to the
investors of the fund.

Being a closed end mutual fund, the investors who bought and sold the units of
‘Vanguard AML Rupali Bank Balanced Fund' was manipulated due to such
discrepancy and sudden imposing of 99% provision after 6 years of the
investment made.

By providing the required explanation in ICB letter, the trustee (ICB) has tried
to hide its responsibilities to take proper actions on time regarding the
investment,

Moreover, as per the &% ev of FfFERfw ¢ wmre s/ (Fregrart wre) Rf¥wra, oo,
The value of any that is not listed on the market should be reviewed by the
asset manager and trustee on a quarterly basis. However, the trustee didn’t
follow it.

The Trustee is expressly obligated to identify and act upon any imprudent,
non-compliant, or irregular investments that may harm unitholders. Ignoring
these obligations constitutes a breach of duty.

This responsibility is clearly established under Clause 3.2.19, 4.2.2, 4.2.3, 2.2.4,
425, 4.2.7, 42.9, 4217, 4219 of the Trust Deed and &R >3, 38, ® of the
FifFsfite ¢ ame Fhmm (Sogmm wr) Rt o0,

As per above-mentioned discussions it is assumed that the trustee (ICB)
contravened ¥ 28(2), 28(2), 8 (8), 8(9), ¢ of FfFERTT o 9FBE e (g
Fiw) R[RFET Y000,

Additionally, as per the above-mentioned observations, it is also assumed that
the trustee (ICB) contravened R 95 of Fifsshfty s 9IHE I (Fegam T
Rf¥ra, so05 for failing to provide the details to the Commission and the
investors regarding the causes of the investment in AFC Health Ltd. not
vielding the desired returns.

As per the given reply from ICB, the observation from Mutual Fund & CISS Department is

given in following,

Relevant Clauses of Trust Deed of the fund and fRfE1 as
per RFERbE ¢ aswwe i (S wre) RRET 008

Observation of Mutual Fund & CISS
Dept

Relevant Clauses of Trust Deed of Vanguard AML Rupali
Bank Balanced Fund’

3.2.19 The Fund shall follow the method approved by the
Commission for valuation of the non-traded investments, if
any, the Asset Management Company and the Trustee
shall at least annually review the non-listed
ﬁnvestments, if any. and the trustee shall at least

Itis well understood that ICB (trustee)
never follow the clause. If the trustee
followed it, this sudden provision of
99.20% of the investment would
never happen.

This oversight indicates not only a
serious lapse in fiduciary duty but also
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nnually review the value of such investments. The
auditors shall comment on such investments in the annual
report of the Fund.

a violation of the regulatory
framework established to protect
unitholders from precisely this kind of
financial risk.

4.2 The Trustee

4.2.2 The Trustee shall, as the guardian of the Fund,
hold all capital assets of the Fund in Trust for the
benefit of the unit holders, in accordance with the fRfgsrer
and this instrument of Trust.

4.2.3 The Trustee shall always act in the best interest of
the unit holders.

4.2.4 The Trustee shall take all reasonable care to
ensure that the fund floated and managed by the Asset
Management Company are in accordance with the Trust
Deed and the f3fgse,

ICB (being the trustee of the fund) did
not comply these respective trust
deed clauses.

4.2.5 The Trustee shall receive a quarterly report from the
Asset Management Company or such other intervals as per
R, on the activities of the Fund and the Asset
Management Company will also submit a half-yearly report
to the Commission on the activities of the Mutual Fund
with a copy to the Trustee.

ICB never submitted any such report.

4.2.7 The Trustee shall cause to make such disclosures
to the investors as are essential in order to keep them
informed about any information, which may have an
adverse bearing on their investments.

There was a sudden provision of
99.20% against the investment after 5
years and 9 months of the investment.
It incurred a decline of NAV at MV of
the fund.

ICB (trustee) caused to make such
disclosure to the investors.

4.2.9 The Trustee shall forthwith take such remedial steps
as are necessary to rectify the situation where they have
reasons to believe that the conduct of business of the
mutual fund is not in conformity with the Rf¥wm= and shall
keep the Commission informed of the same with full
particulars.

Even after getting no income in almost
6 years from this investment, trustee
didn’t take any remedial step. It helps
the asset manager to make 99,20% of
sudden provision.

4.2.17 The Trustee shall be responsible for the acts of
willful commission and omissions by its employees or the
persons whose services have been obtained by it and the
Trustee shall not be absolved of any civil liability to the
mutual fund for their willful acts of commissions and
omissions while holding such position or office.

It strongly indicates that the Clause
4.2.13 doesn’t absolve the trustee
from its willful negligence of
performing own responsibilities.

4.2.19 in order to protect the interest of the unit holders
the committee from time to time shall call meeting in the
office of the trustee or in the office of the Asset Manager.
The committee may advise the Asset Manager to produce
necessary papers, documents in the meeting.

ICB (Trustee) never performed any
such role.

Relevant RBRFr according to the Gletiats ¢ IHEG P
(ACeT31T 71%) R 3003

53 memmml - 38 S0 @7 9@
Wmﬁmmw,m,ww%ma
(RFESHIq)-

(%) mﬁﬂwaﬁweaiﬁﬁwmmﬁmmﬁrwﬁmﬁﬁw;

(2) mwﬁwﬁﬂmﬁﬁwm;

Trustee is also responsible for
ensuring the internal audit of fund for
always.

Despite this sudden provision of
99.20% of provision, the trustee did
follow this given Rfisret
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Trustee did not follow this given
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“Relevant Clauses of
Trust Deed of the fund
and R as per
FifFERte ¢ usime T
(Fregrare 1) Rt 008

Observation of
Mutual Fund &
CISS Dept

Explanation of ICB

Relevant Clauses of
Trust Deed of
'Vanguard AML Rupali
Bank Balanced Fund.

3.2.19 The Fund shall
follow the method
approved by the
commission for
valuation of the non-
traded investments, if
any, the asset
management company
and the trustee shall at
least annually review
the non-listed
investments, if any. The
auditors shall comment
on such investments in
the annual report of the
fund.

It is well
understood that
ICB (trustee)
never follow the
clause. | |11l the
trustee followed
it, this sudden
provision of
99.20% of the
investment would
never happen.

This ovesight
indicates not only a
serious lapse in
fiduciary duty but
also a violation of

the regulatory
framework
established to

protect unitholders
from precisely this
kind of financial
risk.

The Trustee respectfully notes the observation of the
Mutual Fund & CISS Department regarding clause
3.2.19 of the Trust Deed and the FREE6y ¢ GFE
P (FCTAIT #1%) [AF, 3003, In accordance with
the provision, the valuation method of non-traded
investments is applied by the Asset Management
Company and independently reviewed 'by the
auditors, while the Trustee conducts oversight based
on available information and disclosures. The Trustee
does not undertake day-to-day valuation or
investment/divestment activities, but its supervisory
review enabled the necessary provisioning to be
made, safeguarding the interests of the unit holders.

However, it cannot be ignored that prolonged capital
market stress since 2010, compounded by the COVID-
19 pandemic, global supply chain disruptions, the
Russia-Ukraine war, Middle East instability, currency

pressure and other macroeconomic factors,
significantly  affected non-listed and illiquid
investments. In view of these exceptional

circumstances, the Trustee exercised its supervisory
role with professional judgment, taking into account
the prevailing market challenges and the regulatory
approach at the time, while ensuring that the AMC
acted within its professional mandate.

Nevertheless, the Trustee remains committed to
further strengthening its monitoring processes to
proactively identify and address any potential
investment impairments in the interest of unit
holders.

4.2 The Trustee

ICB (being
trustee  of

the
the

The Trustee respectfully submits that ICB has always
acted in good faith and in the best interest of the unit
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Explanation of ICB

4.2.2 The Trustee shall,
as the guardian of the
Fund, hold all capital
assets of the Fund in
Trust for the benefit of
the unit holders, in
accordance with the

g and this

instrument of Trust,

4.2.3 The Trustee shall
always act in the best
interest of the unit
holders.

4.2.4 The Trustee shall
take all reasonable care
to ensure that the fund
floated and managed by
the Asset Management
Company are in
accordance with the
Trust Deed and the
Rifsre,

fund) did not
comply these
respective  trust
deed clauses.

T e

holders. In accordance with the Trust Deed and the
FIrFsEte ¢ aamsy e+ (At 77) R, so0s, the
Trustee regularly collects bi-monthly reports of the
Fund’s investment activities to ensure that the Fund’s
resources are being utilized properly for the benefit of
the unit holders.

It may kindly be noted that, under the %% the

Trustee has no authority to intervene in the day-to-
day investment decisions of the Asset Management
Company. The AMC independently undertakes
investment management in its professional capacity,
while the Trustee exercises an oversight function
based on the audited reports, information and
disclosures placed before it.

In circumstances where an investment subsequently
turns non-performing, the Trustee imposes its
supervisory role only after it is reasonably established
through objective information that such investment
may adversely affect the interest of unit holders. In
the present case, had the Trustee not been vigilant,
the necessary provision would not have been made by
the AMC.

The Trustee remains committed to further
strengthening its monitoring and supervisory
mechanisms so that the objectives of the &%¥a7and
the Trust Deed are always upheld in the interest of
the unit holders.

4.2.5 The Trustee shall
receive a  quarterly
report from the Asset
Management Company
or such other intervals
as per RsEN, on the

activities of the Fund
and the Asset
Management Company
will also submit a half-
yearly report to the
Commission on the

ICB never
submitted any
such report.

The Trustee respectfully notes the observation of the
Mutual Fund & CISS Department regarding clause
4.2.5 of the Trust Deed and the FtHfs ¢ vame
P11 (FIEETRIT 7%) R, 3005,

As per the provision, the Asset Management Company
is required to submit quarterly reports to the Trustee
and half-yearly reports to the Commission, with a
copy to the Trustee. While the clause does not impose
a direct compulsory reporting obligation on the
Trustee, ICB has been performing the following
oversight functions in the interest of unit holders:

* The Trustee regularly receives bi-monthly and
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Trust Deed of the fund
and Rt as per
Rty ¢ ussy i
(RrSgratet w7%) R so0d

Observation of
Mutual Fund &
CISS Dept

Explanation of ICB

activities of the Mutual
Fund with a copy to the
Trustee.

quarterly reports on the Fund’s investment
activities to ensure proper utilization of the
Fund’s resources in accordance with the Trust
Deed and the A&

» These reports are analyzed and presented in
Trustee meetings for discussion.

* Following the discussions, the Trustee informs the
Commission of its findings regarding the
investment activities of the Fund, thereby
ensuring transparency and regulatory compliance.

It is respectfully submitted that while certain
practices in the past were aligned with the then-
prevailing  regulatory approach, the current
framework ensures that all activities of the Fund are
now carried out strictly in accordance with the Trust
Deed and the applicable regulations, with meticulous
compliance and enhanced oversight by the Trustee.

Through these measures, the Trustee continues to
exercise proper oversight over the Fund and remains
committed to safeguarding the interests of the unit
holders at all times.

4.2.7 The Trustee shall
cause to make such
disclosures to the
investors as are
essential in order to
keep them informed
about any information,
which may have an
adverse bearing on their
investments,

As previously
mentioned, the Trustee
exercises its supervisory
role once it is
objectively established
that an investment may
adversely affect unit
holders;

There was  'a
sudden provision
of 99.20% against
the investment
after 5 years and 9
months of the
Investment. It
incurred a decline
of NAV at MV of
the fund.

ICB (trustee)
caused to make
such disclosure to
the investors.

The Trustee respectfully notes the observation
regarding clause 4.2.7 of the Trust Deed and the
BRChtT ¢ wmme i (g7 #1%) RAT soos,
which requires the Trustee to ensure that investors
are kept informed of any information that may
adversely affect their investments. The Trustee has
consistently complied with this requirement by
analyzing the quarterly Financial Statements of the
Fund, reviewing the status of non-listed investments
and ensuring that the Asset Management Company
publishes the quarterly reports on its website and
periodical accounts in newspapers for investors.
Regarding the investment in AFC Health Limited, the
company was initially in the process of listing and had
received BSEC approval for its IPO in September
2020. However, due to regulatory matters, the IPQ
permission was cancelled in June 2022 and the
company did not declare dividends. In light of these
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Explanation of ICB

developments and in the interest of prudent investor
protection, the Trustee decided at the year-end of
2023 to make a provision of 99.20% against the
investment, thereby ensuring transparency and
compliance with clause 4.2.7 of the Trust Deed and
applicable regulations.
As previously mentioned, in circumstances where an
investment subsequently turns non-performing, the
Trustee imposes its supervisory role once it is
objectively established that an investment may
adversely affect unit holders. In this case, without
such vigilance, the necessary provision would not
have been made by the AMC.

4.2.9 The Trustee shall
forthwith take such
remedial steps as are
necessary to rectify the
situation where they
have reasons to believe
that the conduct of
business of the mutual
fund is not in conformity
with the &&%eT and shall

keep the Commission
informed of the same
with full particulars.

Even after getting

no income in
almost 6 years
from this
investment,

trustee didn't take
any remedial step.
It helps the asset
manager to make
99,20% of sudden
provision.

As the Trustee of Vanguard AML Rupali Bank
Balanced Fund, ICB takes its oversight and fiduciary
responsibilities very seriously, with the aim of
protecting the interests of unit holders and ensuring
that the Fund is managed in accordance with the
provisions of the Trust Deed and the B Ritw ¢ UE: (7]
e (g 1) R, Y00,

The concern relates to an investment that has not
generated any income for almost six years, followed
by a sudden provisioning of 99.20% of its value. The
following clarifies the position and actions taken by
ICB as Trustee:

Vanguard AML Rupali Bank Balanced Fund invested
Tk. 6.00 crore in 48.00 lakh shares of AFC Health
Limited on 21 December 2017, The Trustee
consistently monitored the Fund’s performance in
quarterly meetings, repeatedly urged the Asset
Manager over 2017-2025 to recover the investment
in non-listed securities, and kept the Commission
informed from time to time, As evidence, the minutes
of the Trustee Meetings and communications with the
Commission have been attached.

Until September 2020, when BSEC approved the PO
of AFC Health Ltd. there remained a reasonable
expectation of recovery through listing. However,
once BSEC cancelled the IPO permission in June 2022
and the company refrained from declaring dividendij
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the Trustee objectively concluded that the investment
had turned non-performing.
Accordingly, the Trustee emphasized to the AMC the
need to reassess the investment, sought clarifications
on recovery prospects, and encouraged actions for
restructuring or exit if recovery seemed unlikely.
Based on these developments, the Trustee exercised
its supervisory role to ensure the said provision was
made by the AMC, thereby safeguarding the interests
of unit holders and ensuring transparency in line with
the Rf&7=T and Trust Deed.
(Details enclosed-01)

4.2.17 The Trustee shall | It strongly | The Trustee notes the observation regarding clause

be responsible for the | indicates that the | 4.2.17 of the Trust Deed and the FERba s wsitsg shmm

acts of willful | Clause 4.2.13 | (Risprer w) R, 005, which expressly provides

corr_lm‘ission arlld Fmesn'c | oM wE that the Trustee shall remain responsible for willful

omissions by its 'the trustee f_r i el omissions of its employees or persons whose

Bmployees ||| g .the b | e services it has obtained and shall not be absolved of

persons whase services | negligence o civil liability in such cases.

have been obtained by it performing own

and the Trustee shall | responsibilities. While the Trustee’s primary functions are supervisory

not be absolved of any
civil liability to the
mutual fund for their
willful acts of
commissions and
omissions while holding
such position or office.

and  custodial—ensuring regulatory compliance,
safeguarding unit holders’ interests and overseeing
proper administration of the Fund—the Trustee
acknowledges that it cannot be absolved from

responsibility in instances of willful negligence.

Al the same time, the responsibility for the selection,
tanagement,  and  day-to-day monitoring  of
rests exclusively with the Asset
Management Company, which possesses the requisite
eipertise and discretion to execute investment
slrategies in line with the Fund’s objectives and
repulatory framework.,

investments

I the context of the non-listed investments under
dizcussion, the Trustee and its employees cannot be
lield liable for the performance, valuation, or

ausociated risks arising from these investments.
Nevertheless, the Trustee has continuously exercised
oversight, repeatedly raised concerns with the AMC,

soupht clarifications on recoverability and investment
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RifeERbe 8 yawy s CISS Dept
(FEgrae w1) RRAAET 2008

strategy, kept the Commission informed, and ensured
that corrective actions, including provisioning and
investor disclosures, were appropriately taken in line
with the Trust Deed and applicable regulations,
Through these measures, the Trustee has fulfilled its
fiduciary duties while maintaining the proper balance
between supervision and respecting the professional
discretion of the AMC,

4219 In order to|ICB (Trustee) | The Trustee notes the observation regarding clause
protect the interest of | never performed | 4.2.19 of the Trust Deed and the Ff&%fibw ¢ usrrg whnm
the unit holders the any such role. (gt w1%) RRwem, s003, which provides for regular

committee from time to
time shall call meeting
in the office of the

Committee meetings to review the Fund’s activities
and advise the AMC as necessary.

trustee or in the office of In practice, the Trustee has consistently arranged
the Asset Manager. The quarterly Trustee Committee meetings at its office,
committee may advise with representatives of the Asset Management
the Asset Manager to Company in attendance. The overall activities of the
produce necessary Fund, including performance of non-listed securities,
papers, documents in risk assessment, and compliance with regulations, are
the meeting, regularly reviewed. Key actions include:

* Regular Monitoring: Review of bi-monthly and
quarterly reports submitted by the AMC and
discussion of investment performance and risk in
Trustee meetings.

* Investment Performance Oversight:
Investments in AFC Health Ltd,, Bengal Poly and
Paper Sack Ltd., and E-generation Ltd. were
identified as underperforming. The Trustee
advised the AMC to consider withdrawal or risk
mitigation  measures, discouraging further
investment in high-risk non-listed securities,

* Regulatory Context: AFC Health Ltd’s [PO was
approved by BSEC in September 2020 but
cancelled in June 2022: the company also
refrained from declaring dividends, affecting the
Fund’s investment value.

* Provisioning & Asset Quality Review: The
Trustee guided the AMC to make appropriate
provisions (e.g, July 2024 revaluation of AFC
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Health Ltd. at Tk 4,80,000) and directed on-site
inspections to validate asset quality.
¢ Communication with AMC and BSEC: Progress
updates and risk mitigation measures were
regularly reported to the Commission, ensuring
transparency for unit holders,
Through these measures, the Trustee has exercised
diligent oversight, safeguarded the interests of unit
holders, ensured compliance with the Trust Deed and
regulations, and guided the AMC in professional
investment decision-making under challenging
market conditions.
Relevant RRWAET | Trustee is  also | ICB ensures full comfﬂiance with Rule 12 of BSEC
according to the | responsible  for | Mutual Fund Rules, 2001, including continuous
FiRrsRte ¢ gy Fhem ensuring the | internal audit, timely notification of materially

BegEe  we) Rt

WON:

R Fefee fitgme @
T A Raweng &R
o @7 Wi fRfEde arere
T T 938
RIS

(®) 72T w59 wizw e g3
Rftweme Ry o
GicH

(#) FEwRT werEds Afw
fifes sfa;

() e 38 A o
B R L Ml
opTey Jfer SRS geut wE
Tl FOEMAEE wIER;

(q) FOME ¢ ome fAewEs
TS AT Wy opige
@M By T RIS @lq
e dAfiwdy 4w
el B wfpiwce
33w Ffa;

internal audit of
fund for always.

Despite this
sudden provision
ot || 992086 | of
provision, the
trustee did follow
this given R,

misleading information, and reporting of material
changes to the Commission. Through regular
oversight and monitoring of the AMC, ICB upholds its
fiduciary duties and protects the interests of unit
holders,

Page 18 of 20




T O e e

Bangladesh Securities and Exchange Commission

Enforcement Division
Enforcement Department

Market, Market Intermediaries and Other Affairs Section

Www.sec.gov.bd

‘Relevant Clauses of
Trust Deed of the fund

o

Observation of

and RREt as per Mutual Fund & Explanation of ICB
PRERTY @ qawe Hs CISS Dept
(Rbga1= rw) RRTET 3003
BIFEACR -1 Trustee did not | Trustee (ICB) regularly collects bi-monthly and

(X) @ % 3 weme w | follow this given periodic reports from the asset manager overseeing
@ @ fvgm wiww Rfsat the fund operations. These reports provide a
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comprehensive overview of the fund's activities,
including detailed information on:

* All types of securities transactions (such as equity,
bonds, mutual funds, etc.)

* Bank transactions, including deposits,
withdrawals, and transfers

* Portfolio valuations and performance summaries

* Compliance status with relevant investment
guidelines and regulatory requirements

Upon receiving these reports, ICB conducts a
thorough review and analysis to ensure that all
activities align with the fund’s objectives, regulatory
guidelines, and standard investment practices, If any
anomalies, inconsistencies or irregularities are
identified during this process—such as unauthorized
transactions, deviation from investment limits,
valuation discrepancies, or delayed settlements—ICB
immediately contacts the asset manager to address
the issue and to take corrective measures. This
proactive approach helps to ensure the transparency,
accountability, and proper management of the fund.

In addition, ICB prepares and submits a consolidated
periodic report to the Bangladesh Securities and
Exchange Commission (BSEC). This report includes:

* Anoverall summary of the fund’s performance

* Observations and findings from the fund’s
operational activities

* Identified risks or anomalies and the
measures taken to resolve them

* Compliance updates and any necessary
recommendations

Through this rigorous reporting and oversight
process, ICB ensures that the fund is managed in line
with regulatory expectations, and in the best interest
of the unit holders.
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3. Investment Corporation of Bangladesh (Trustee)
8, Rajuk Avenue, Dhaka.
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