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A. Closure of Production:

The enquiry team has found that the production of the company has been suspended since
October 03, 2019. However, the company did not declare this news as Price Sensitive
Information.

Contravention: ‘
BSEC's Order No. PT5 5. 93R57& 2008 55 /5 3¢ 21577 w8 dated December 07, 2015.

B. Overvaluation of Property, Plant & Equipment:

The factory of the company has been closed for more than two and a half years. But the
company has not conducted any impairment test of the reported BDT 17.76 crores of Property,
Plant and Equipment. As a result, the value of PPE mentioned in the financial statements of the
company is materially misstated and investors have been given incorrect information.

Contravention:

Para 9 IAS 36 “Impairment of Assets”, Paragraphs 15 and 18 of IAS 1 “Presentation of
Financial Statements”, Section 18 of the Securities and Exchange Ordinance, 1969 and
regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 20135.

C. Non-existence of Inventory:

The enquiry team has found nothing but an insignificant amount of packaging levels and tin- !
made cans at the factory premises. However, the company has reported BDT 8.01 crores as
inventory out of which BDT 1.98 crores was reported as Finished Goods and BDT 6.03 crores
were reported as Raw and packing materials as of 30 June 2021. The management of the
company has also failed to provide an inventory counting report to the enquiry team.

As a result, the value of Inventory mentioned in the financial statements of the company is
materially misstated and investors have been given incorrect information. 5 e
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Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements ", Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

D. Authenticity of the figures of Advance, Deposits & Prepayments and Sundry Debtors &
Other Receivables:

The management of the company has failed to provide evidence to authenticate the figure of
BDT 5.57 of Advance, Deposits and prepayments reported as of 30 June 2021. This amount has
been carried forward for a long time and without any movement for at least three years. Also,
there is litigation pending against some portion of the deposits. The management of the company
has not submitted any document to the enquiry team favouring these amounts.

The management of the company has also failed to provide evidence to authenticate the figure of
BDT 1.50 for Sundry Debtors and other receivables reported as of 30 June 2021. This amount
has been carried forward for the last 6 years without any movement. The company has failed to
submit any document related to these figures to the enquiry team.

As a result, the authenticity of the figures of Advance, Deposits and prepayments and Sundry
Debtors and other Receivable is questionable and seems to be overstated/ understated which can
materially misstate the financial statements and the investors might have been given incorrect
information,

Contravention:

Paragraphs 15 and 18 of IAS | “Presentation of Financial Statements ", Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

E. Investment of unsecured loan despite worsened financial condition:

The company has invested in the form of an ‘Unsecured Loan’ to its sister concerns of BDT |
5.26 crores as of June 30, 2021. Out of which BDT 3.40 crore was invested in the year 2020-21 '
to its sister concern ‘Meghna Pet Industries Limited’ whose production has been closed for more

than eighteen (18) years. Whereas, the company has a loan liability balance of BDT 64.28 crore (
has had no operation for almost the last 2.5 years and has a negative retained earnings balance of
BDT 135.30 crore as of June 30, 2021. The company also did not provide any valid supporting
documents to the enquiry team favouring such an investment.

The current financial condition and having no operation of the company induce sufficient doubt |
of the aforesaid investment. The financial statement might be overstated by the investment |
balance of BDT 5.26 crores. Moreover, such type of transaction with sister concerns falls under
the category of unlawful related party transactions.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements ", Section 18 of the

Securities and Exchange Ordinance, 1969, BSEC order No. SEC/CMMRRCD/2006-

159/Admin/02-10 dated September 10, 2006, and regulation 45 of Dhaka Stock Exchange
' 7.

(Listing) Regulations, 2015.
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F. Regarding Revaluation Reserve:

The company has reported BDT 10.81 crores as a Revaluation Reserve as of 30 June 2021. The
issuer revalued its assets before the year of 2016 but the company did not provide the
revaluation report to the enquiry team. Moreover, the company did not assess any impairment
having indication of impairment (Closure of operation for a long time).

Contravention:

Para 9 IAS 36 “Impairment of Assets” and regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135.

G. Default Loan Liabilities of the issuer:

The company has classified non-current bank loan liabilities of BDT 64.28 crores as on June 30,
2021. This amount is liable to Sonali Bank Ltd, Local Office, Motijheel Branch. The issuer took
a principal loan amount of BDT 27.43 crores at 8.50% interest which was repayable in 29
quarterly instalments with effect from 31.12.2001. The current status of the loan is classified and
the company is calculating the interest on this loan as per earlier agreement.

Since there is an absence of supporting documents, the calculation of interest provision might be
over or understated. The issuer has loan liabilities of BDT 64.28 crore whereas its reported total
assets are BDT 38.18 crore only as of 30 June 2021.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 201 5.

H. No information on Unclaimed Dividend:

The company has not provided any information regarding unclaimed dividends on its financial
statements and website and has not presented the ‘Unclaimed dividend account’ as a separate
line item on its financial statements.

Besides, the Company has not transferred the required funds to the capital market stabilization
fund.

Contravention:
BSEC directive (No. BSEC/CMRRCD/2021-386/03, dated 14 January 2021).

L. Appointment of the same individual as a Chief Financial Officer (CFO) and Company
Secretary (CS):

The enquiry team has observed that the company appointed the same individual as a Chief
Financial Officer and Company Secretary in the company.

Contravention:
Condition no. (3)(1)(b) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code)

&
> »
é’g& '.;VP\ Page 3 of 7
v & \nammad Sadeat’ Rahm:n- B‘:““'“

Phone (PABX) : +88-02-55007131-2, Fax : +88-02-55007106, E-mail : m;cg,am;bammx_m;_.*}wé"b“:‘

Securities Commission Bhaban, E-6/C Agargaon, Sher-¢-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

nt U“ LA .
VeD ;. giatamanelotfiit b
angiadesh 35




BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

J. Non-constitution of the Nomination and Remuneration Committee (NRC):

The enquiry team has observed that the company has not constituted the Nomination and
Remuneration Committee (NRC).

Contravention:

Conditions no. 6 and conditions no. 1(7)(a), 1(7)(b) and 4(ii) of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code)

K. Non-disclosure of Code of Conduct in the Website:

The enquiry team has observed that the company has not published a code of conduct on the
website as determined by the NRC.

Contravention:

Condition no. 1(7)(b) of BSEC Notification No. SEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018. (CG Code).

L. Explanation on any reservation, qualification or adverse remarks:

The enquiry team has observed that the company has not provided explanations on qualified
opinions found in the auditor’s report.

Contravention:

Condition no. 1(5) of BSEC Notification No. BSEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018. (CG Code).

M. Absence of all the required statements or disclosures in the director’s report to
shareholders:

The enquiry team has observed that the company has not provided all the required statements or
disclosures in the director’s report to shareholders. ’

Contravention:

Condition no. 1(5)(i), 1(5)(ii), 1(5)(v), 1(5)(vi), 1(3)(vii), 1(S)(viii), 1(5)(ix), 1(5)(x),
1(5)(xvi), 1(5)(xix), 1(5)(xx), 1(5)(xix), 1(3)(xxiv) and 1(5)(xxv) of the directors’ report to
shareholders of the Corporate Governance Code of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code).

N. Board meetings & Audit Committee meetings Attendance:

The management of the company has failed to provide attendance sheets and minutes of all
Board meetings, Audit committee meetings and AGM minutes held during the financial year
ended on 30 June 2020 and 30 June 2021 to the enquiry team.
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Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

O. Multiple Executive Positions of Managing Director, Chief Financial Officer and
Company Secretary:

The enquiry team has found that Mr. M. F. Kamal, “Managing Director & CEO” of the
company also holds the position of “Managing Director & CEO” of “Meghna Pet Industries
Limited”.

Mr. Md. Ashraf Ali, “Chief Financial Officer/General Manager & Company Secretary” of the
company also holds the position of “Chief Financial Officer/General Manager & Company
Secretary” of “Meghna Pet Industries Limited”.

Contravention:

Condition no. (3)(1)(c) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code).

P. Incorrect Corporate Governance Compliance Certificate and Compliance status:

The enquiry team has found that the company has provided Corporate Governance Compliance
Status as per CG Guidelines which has been subsequently repealed by CG Code.

Moreover, despite having many non-compliances, the certifier “ARTISAN, Chartered
Accountants™ has issued a clean report in favour of the company by concealing the actual status.

Contravention:

Corporate Governance Code Notification No. BSEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018, Section 18 of the Securities and Exchange Ordinance, 1969 and
Regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 2015.

Q. No reply to DSE’s Query:

The Company does not give a reply to the letter from the Department of Corporate Governance
& Financial Reporting Compliance, Dhaka Stock Exchange Limited. The company only
requested for time extension without giving a reply to the letter on clarifications required on its
financial statements.

Contravention:
Regulation 37(2) of Dhaka Stock Exchange (Listing) Regulations, 2015.

R. Non-cooperation by the company:

The enquiry team has asked for relevant information/documents for the smooth conduction of
the enquiry on the affairs of Meghna Condensed Milk Industries Limited. But the ¢
not submitted the required information/documents.
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Contravention:

Section 21(2) of the Securities and Exchange Ordinance, 1969 and regulation 54(2) of
Dhaka Stock Exchange (Listing) Regulations, 2015.
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A. Closure of Production:

The enquiry team has found that the production of the company has been suspended since
October 03, 2019. However, the company did not declare this news as Price Sensitive
Information.

Contravention:
BSEC's Order No. P75 FL.qVIRISG 2005 559/ 5 94/ EP7 b8 dated December 07, 2015,

B. Overvaluation of Property, Plant & Equipment:

The factory of the company has been closed for more than two and a half years. But the
company has not conducted any impairment test of the reported BDT 17.76 crores of Property,
Plant and Equipment. As a result, the value of PPE mentioned in the financial statements of the
company is materially misstated and investors have been given incorrect information.

Contravention:

Para 9 IAS 36 “Impairment of Assets”, Paragraphs 15 and 18 of IAS 1 “Presentation of
Financial Statements", Section 18 of the Securities and Exchange Ordinance, 1969 and
regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 2015.

C. Non-existence of Inventory:

The enquiry team has found nothing but an insignificant amount of packaging levels and tin-
made cans at the factory premises. However, the company has reported BDT 8.01 crores as
inventory out of which BDT 1.98 crores was reported as Finished Goods and BDT 6.03 crores
were reported as Raw and packing materials as of 30 June 2021. The management of the
company has also failed to provide an inventory counting report to the enquiry team.

As a result, the value of Inventory mentioned in the financial statements of the company is

materially misstated and investors have been given incorrect information. c{
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Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135.

D. Authenticity of the figures of Advance, Deposits & Prepayments and Sundry Debtors &
Other Receivables:

The management of the company has failed to provide evidence to authenticate the figure of
BDT 5.57 of Advance, Deposits and prepayments reported as of 30 June 2021. This amount has
been carried forward for a long time and without any movement for at least three years. Also,
there is litigation pending against some portion of the deposits. The management of the company
has not submitted any document to the enquiry team favouring these amounts.

The management of the company has also failed to provide evidence to authenticate the figure of
BDT 1.50 for Sundry Debtors and other receivables reported as of 30 June 2021. This amount
has been carried forward for the last 6 years without any movement. The company has failed to
submit any document related to these figures to the enquiry team.

As a result, the authenticity of the figures of Advance, Deposits and prepayments and Sundry
Debtors and other Receivable is questionable and seems to be overstated/ understated which can
materially misstate the financial statements and the investors might have been given incorrect
information.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 201 5.

E. Investment of unsecured loan despite worsened financial condition:

The company has invested in the form of an ‘Unsecured Loan’ to its sister concerns of BDT
5.26 crores as of June 30, 2021. Out of which BDT 3.40 crore was invested in the year 2020-21
to its sister concern ‘Meghna Pet Industries Limited’ whose production has been closed for more
than eighteen (18) years. Whereas, the company has a loan liability balance of BDT 64.28 crore
has had no operation for almost the last 2.5 years and has a negative retained earnings balance of
BDT 135.30 crore as of June 30, 2021. The company also did not provide any valid supporting
documents to the enquiry team favouring such an investment.

The current financial condition and having no operation of the company induce sufficient doubt
of the aforesaid investment. The financial statement might be overstated by the investment
balance of BDT 5.26 crores. Moreover, such type of transaction with sister concerns falls under
the category of unlawful related party transactions.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements ", Section 18 of the
Securities and Exchange Ordinance, 1969, BSEC order No. SEC/CMMRRCD/2006-
159/4dmin/02-10 dated September 10, 2006, and regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

F. Regarding Revaluation Reserve:

The company has reported BDT 10.81 crores as a Revaluation Reserve as of 30 June 2021. The
issuer revalued its assets before the year of 2016 but the company did not provide the
revaluation report to the enquiry team. Moreover, the company did not assess any impairment
having indication of impairment (Closure of operation for a long time).

Contravention:

Para 9 IAS 36 “Impairment of Assets” and regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

G. Default Loan Liabilities of the issuer:

The company has classified non-current bank loan liabilities of BDT 64.28 crores as on June 30,
2021. This amount is liable to Sonali Bank Ltd, Local Office, Motijheel Branch. The issuer took
a principal loan amount of BDT 27.43 crores at 8.50% interest which was repayable in 29
quarterly instalments with effect from 31.12.2001. The current status of the loan is classified and
the company is calculating the interest on this loan as per earlier agreement.

Since there is an absence of supporting documents, the calculation of interest provision might be
over or understated. The issuer has loan liabilities of BDT 64.28 crore whereas its reported total
assets are BDT 38.18 crore only as of 30 June 2021.

Contravention:

Paragraphs 15 and 18 of IAS | “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135.

H. No information on Unclaimed Dividend:

The company has not provided any information regarding unclaimed dividends on its financial
statements and website and has not presented the ‘Unclaimed dividend account’ as a separate
line item on its financial statements.

Besides, the Company has not transferred the required funds to the capital market stabilization
fund.

Contravention:
BSEC directive (No. BSEC/CMRRCD/2021-386/03, dated 14 January 2021).

I. Appointment of the same individual as a Chief Financial Officer (CFO) and Company
Secretary (CS):

The enquiry team has observed that the company appointed the same individual as a Chief
Financial Officer and Company Secretary in the company.

Contravention:
Condition no. (3)(I)(b) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code) ~ w
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka- 207, Bangladesh.

J. Non-constitution of the Nomination and Remuneration Committee (NRC):

The enquiry team has observed that the company has not constituted the Nomination and
Remuneration Committee (NRC).

Contravention:

Conditions no. 6 and conditions no. 1(7)(a), 1(7)(b) and 4(ii) of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code)

K. Non-disclosure of Code of Conduct in the Website:

The enquiry team has observed that the company has not published a code of conduct on the
website as determined by the NRC.

Contravention:

Condition no. 1(7)(b) of BSEC Notification No. SEC/CMRRCD/2006-158/207/4dmin/80
dated 03 June 2018. (CG Code).

L. Explanation on any reservation, qualification or adverse remarks:

The enquiry team has observed that the company has not provided explanations on qualified
opinions found in the auditor's report.

Contravention:

Condition no. 1(5) of BSEC Notification No. BSEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018. (CG Code).

M. Absence of all the required statements or disclosures in the director’s report to
shareholders:

The enquiry team has observed that the company has not provided all the required statements or
disclosures in the director’s report to shareholders.

Contravention:

Condition no. 1(5)(ii), 1(5)(i), 1(3)®), 1(5)®), 1(3)Mii), 1(5)miii), 1(5)(ix), 1(5)(),
1(5)(xvi), 1(5)(xix), 1(5)(xx), 1(5)(xix), 1(5)(xxiv) and 1(3)(xxv) of the directors’ report to
shareholders of the Corporate Governance Code of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code).

N. Board meetings & Audit Committee meetings Attendance:

The management of the company has failed to provide attendance sheets and minutes of all
Board meetings, Audit committee meetings and AGM minutes held during the financial year
ended on 30 June 2020 and 30 June 2021 to the enquiry team. /
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

Contravention:

Paragraphs 15 and 18 of IAS I “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135.

O. Multiple Executive Positions of Managing Director, Chief Financial Officer and
Company Secretary:

The enquiry team has found that Mr. M. F. Kamal, “Managing Director & CEO” of the
company also holds the position of “Managing Director & CEO” of “Meghna Pet Industries
Limited”.

Mr. Md. Ashraf Ali, “Chief Financial Officer/General Manager & Company Secretary” of the
company also holds the position of “Chief Financial Officer/General Manager & Company
Secretary” of “Meghna Pet Industries Limited”.

Contravention:

Condition no. (3)(1)(c) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/4dmin/80 dated 03 June 2018. (CG Code).

P. Incorrect Corporate Governance Compliance Certificate and Compliance status:

The enquiry team has found that the company has provided Corporate Governance Compliance
Status as per CG Guidelines which has been subsequently repealed by CG Code.

Moreover, despite having many non-compliances, the certifier “ARTISAN, Chartered
Accountants” has issued a clean report in favour of the company by concealing the actual status.

Contravention:

Corporate Governance Code Notification No. BSEC/CMRRCD/2006-158/207/Admin/S0
dated 03 June 2018, Section 18 of the Securities and Exchange Ordinance, 1969 and
Regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 20135.

Q. No reply to DSE’s Query:

The Company does not give a reply to the letter from the Department of Corporate Governance
& Financial Reporting Compliance, Dhaka Stock Exchange Limited. The company only
requested for time extension without giving a reply to the letter on clarifications required on its
financial statements.

Contravention:
Regulation 37(2) of Dhaka Stock Exchange (L isting) Regulations, 2015.

R. Non-cooperation by the company:

The enquiry team has asked for relevant information/documents for the smooth conduction of
the enquiry on the affairs of Meghna Condensed Milk Industries Limited. But the company has
not submitted the required information/documents. /%
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Arca, Dhaka-1207, Bangladesh

Contravention:

Section 21(2) of the Securities and Exchange Ordinance, 1969 and regulation 5402) of
Dhaka Stock Exchange (Listing) Regulations, 20135,

(TP, Meghna Condensed Milk Industries Limited (Issuer) F¢T Cfge sy Rary wi3e srsig
T FEMER GRS RO $93 IS SRR 9o, 3038 32 6 ToT 0o, Y033 32 wifiryw =2-
a3 TG0 3¢ 3/2033/3830 €32 R/ ammetiort/ozey/sosydess 797 A Meghna
Condensed Milk Industries Limited (Issuer) & @TMfA7 2T “AfABIeTe, AR AfBaT W32 @R
CLFBIR-F i3 STy Sorares yafera 1ot avfaorz AN J0o77 do, Y033 932 Roma Sbr, 2033 22
STy 4TS AT S T T AHNTS Totfs T @R oo Mr. Md. Alamgir Hossain, Director
@32 Mr. Md. Ashraf Ali, Company Secratary fAafaf¥e gy nifis A,

“...... RERT T CRRRE I} o8 FEE ST A SHTTH W 38.00 T BT T e T
YR RIS ST T AT (R P | FREITS 9 BT (et faey o fer Afacry
P G ANEAT FEAF AT AT efSBIT WP AT ey T, wes 4 %y BSEC,
mmmmmmmmmmmwwwm
4 AR | IS T TR Sy T PRI BT B gt 7w .

... OTATCHE BT T 0554 TH T W97 37 G/30% 97 Audited Financial Statement -4
¥ Fixed Assets 97 J7 TICAT FCACE 39.90 (RIS BT 3 TSRS I 707 TR T (G
G YT Test report SIS TGAIT P 77 | I EAf© AT BTH IS 9% Assels revaluation
PR T AT S T T AN 97 ).

... 3T Inventories <& &FE T Showing TwIA BT PR0T #% Q@ft Te g afewr sry T
B efamara Iy {9 Adjust T4 &7 ).....

... BURTT FHTT Gk BURTT F FEE ST TN ST 83.00 I BT My SO
CSTRrSTal S CAAT FREA BT O FeFTET FIRCT 4 BT W] ST T FACE 5097 FETFT G
9 6% A ef BT 1AW 97 BrT AT S W Ay o FF TS FerEIre G F
BT e GG FTH AT} ...

. IRE P $8.39 (I T, TR C&F (117 12T etifife | B Gess o717 T8I0 Classified TF
FTeT Wef QI WM Interest Provision ¥ T 1.

.. Unclaimed/ Undistributed Dividend 7T *f3sTereeia SRz Dividend | elfS81% et
RS AR 717 &R F AP A9 % Dividend Sramr sezafy | ...
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Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

F2-RETE GBI 00e Y203/ 6 D 2 SIfFYs S GITHEA 030 32
L' ™

(TP, as per Section 2 (cc) of the Securities and Exchange Ordinance, 1969, Commission means
Bangladesh Securities and Exchange Commission (BSEC) constituted under the It
Sty W qoree FRM WIET, Sbdo;

(XY, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) €3 Section 2(g)
@rers Meghna Condensed Milk Industries Limited, ‘issuer’ @ af$fye (wresem Tymm =
i),

@w®g, Section 21 of the Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of
1969) -0 eve wwoRwT M e wite qwwy IHE. @@ wpEwEeR W Meghna
Condensed Milk Industries Limited @3 3% wpm® (Enquiry) 1ew sfiemr s@e 932
FAMA @ R GI0 A= 7 IR, TP AR QAT SN Wy AR e
Gorgifore 33

A. Closure of Production:

The enquiry team has found that the production of the company has been suspended since
October 03, 2019. However, the company did not declare this news as Price Sensitive
Information.

Contravention:
BSEC's Order No. G735 [5.9TSR5T 2008 559/ 5 98/ 2577 w8 dated December 07, 2015.

B. Overvaluation of Property, Plant & Equipment:

The factory of the company has been closed for more than two and a half years. But the
company has not conducted any impairment test of the reported BDT 17.76 crores of Property,
Plant and Equipment. As a result, the value of PPE mentioned in the financial statements of the
company is materially misstated and investors have been given incorrect information.

Contravention:

Para 9 IAS 36 “Impairment of Assets”, Paragraphs 15 and 18 of IAS | “Presentation of
Financial Statements”, Section 18 of the Securities and Exchange Ordinance, 1969 and
regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 20135.

C. Non-existence of Inventory:

The enquiry team has found nothing but an insignificant amount of packaging levels and tin-
made cans at the factory premises. However, the company has reported BDT 8.01 crores as
inventory out of which BDT 1.98 crores was reported as Finished Goods and BDT 6.03 crores
were reported as Raw and packing materials as of 30 June 2021. The management of the
company has also failed to provide an inventory counting report to the enquiry team.

As a result, the value of Inventory mentioned in the financial statements of the company is
materially misstated and investors have been given incorrect information. Go
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the |
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135.

D. Authenticity of the figures of Advance, Deposits & Prepayments and Sundry Debtors &
Other Receivables:

The management of the company has failed to provide evidence to authenticate the figure of
BDT 5.57 of Advance, Deposits and prepayments reported as of 30 June 2021. This amount has
been carried forward for a long time and without any movement for at least three years. Also,
there is litigation pending against some portion of the deposits. The management of the company
has not submitted any document to the enquiry team favouring these amounts.

The management of the company has also failed to provide evidence to authenticate the figure of
BDT 1.50 for Sundry Debtors and other receivables reported as of 30 June 2021. This amount
has been carried forward for the last 6 years without any movement. The company has failed to
submit any document related to these figures to the enquiry team.

As a result, the authenticity of the figures of Advance, Deposits and prepayments and Sundry
Debtors and other Receivable is questionable and seems to be overstated/ understated which can
materially misstate the financial statements and the investors might have been given incorrect
information.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements ", Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

E. Investment of unsecured loan despite worsened financial condition:

The company has invested in the form of an ‘Unsecured Loan’ to its sister concerns of BDT
5.26 crores as of June 30, 2021. Out of which BDT 3.40 crore was invested in the year 2020-21
to its sister concern ‘Meghna Pet Industries Limited” whose production has been closed for more
than eighteen (18) years. Whereas, the company has a loan liability balance of BDT 64.28 crore
has had no operation for almost the last 2.5 years and has a negative retained earnings balance of
BDT 135.30 crore as of June 30, 2021. The company also did not provide any valid supporting
documents to the enquiry team favouring such an investment.

The current financial condition and having no operation of the company induce sufficient doubt
of the aforesaid investment. The financial statement might be overstated by the investment
balance of BDT 5.26 crores. Moreover, such type of transaction with sister concerns falls under
the category of unlawful related party transactions.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969, BSEC order No. SEC/CMMRRCD/2006-
159/4dmin/02-10 dated September 10, 2006, and regulation 45 of Dhaka Stock Exchange
Listing) Regulations, 20135. —

Page 2 07
s ;
ur Rahman Bhuiyan .

< Muhammad §

' aibilr S is-lam’D;n:gF'lc‘!'u‘ :
Phone (PABX) : +88-02-55007131-2, Fax : +88-02-55007106, E-mail : '\Ld}gm‘”ndmml'%ﬁgﬁidﬁé&ﬁﬁe‘fﬁﬂ Barig AN




BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-¢-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

F. Regarding Revaluation Reserve:

The company has reported BDT 10.81 crores as a Revaluation Reserve as of 30 June 2021. The
issuer revalued its assets before the year of 2016 but the company did not provide the
revaluation report to the enquiry team. Moreover, the company did not assess any impairment
having indication of impairment (Closure of operation for a long time).

Contravention:

Para 9 IAS 36 “Impairment of Assets” and regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135.

G. Default Loan Liabilities of the issuer:

The company has classified non-current bank loan liabilities of BDT 64.28 crores as on June 30,
2021. This amount is liable to Sonali Bank Ltd, Local Office, Motijheel Branch. The issuer took
a principal loan amount of BDT 27.43 crores at 8.50% interest which was repayable in 29
quarterly instalments with effect from 31.12.2001. The current status of the loan is classified and
the company is calculating the interest on this loan as per earlier agreement.

Since there is an absence of supporting documents, the calculation of interest provision might be
over or understated. The issuer has loan liabilities of BDT 64.28 crore whereas its reported total
assets are BDT 38.18 crore only as of 30 June 2021.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

H. No information on Unclaimed Dividend:

The company has not provided any information regarding unclaimed dividends on its financial
statements and website and has not presented the ‘Unclaimed dividend account’ as a separate
line item on its financial statements.

Besides, the Company has not transferred the required funds to the capital market stabilization
fund.

Contravention:
BSEC directive (No. BSEC/CMRRCD/2021-386/03, dated 14 January 2021).

L. Appointment of the same individual as a Chief Financial Officer (CFO) and Company
Secretary (CS):

The enquiry team has observed that the company appointed the same individual as a Chief
Financial Officer and Company Secretary in the company.
Contravention:
Condition no. (3)(I)(b) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code) e
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Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

J. Non-constitution of the Nomination and Remuneration Committee (NRC):

The enquiry team has observed that the company has not constituted the Nomination and
Remuneration Committee (NRC).

Contravention:

Condlitions no. 6 and conditions no. 1(7)(a), 1(7)(b) and 4(ii) of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code)

K. Non-disclosure of Code of Conduct in the Website:

The enquiry team has observed that the company has not published a code of conduct on the
website as determined by the NRC.

Contravention:

Condition no. 1(7)(b) of BSEC Notification No. SEC/CMRRCD/2006-158/207/Admin/S0
dated 03 June 2018. (CG Code).

L. Explanation on any reservation, qualification or adverse remarks:

The enquiry team has observed that the company has not provided explanations on qualified
opinions found in the auditor’s report.
Contravention:
Condition no. 1(5) of BSEC Notification No. BSEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018. (CG Code).

M. Absence of all the required statements or disclosures in the director’s report to
shareholders:

The enquiry team has observed that the company has not provided all the required statements or
disclosures in the director’s report to shareholders.

Contravention:

Condition no. 1(5)(ii), 1(5)(iii), 1(5)(v), 1(5)(vi), 1(5)(vii), 1(5)(viii), 1(5)(ix), 1(5)(x),
105)(xvi), 1(5)(xix), 1(3)(xx), 1(5)(xix), 1(5)(xxiv) and 1(5)(xxv) of the directors’ report to
shareholders of the Corporate Governance Code of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code).

N. Board meetings & Audit Committee meetings Attendance:

The management of the company has failed to provide attendance sheets and minutes of all
Board meetings, Audit committee meetings and AGM minutes held during the financial year

ended on 30 June 2020 and 30 June 2021 to the enquiry team.
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 201 5.

O. Multiple Executive Positions of Managing Director, Chief Financial Officer and
Company Secretary:

The enquiry team has found that Mr. M. F. Kamal, “Managing Director & CEO” of the
company also holds the position of “Managing Director & CEO” of “Meghna Pet Industries
Limited”.

Mr. Md. Ashraf Ali, “Chief Financial Officer/General Manager & Company Secretary” of the
company also holds the position of “Chief Financial Officer/General Manager & Company
Secretary” of “Meghna Pet Industries Limited”.

Contravention:

Condition no. (3)(1)(c) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code).

P. Incorrect Corporate Governance Compliance Certificate and Compliance status:

The enquiry team has found that the company has provided Corporate Governance Compliance

Status as per CG Guidelines which has been subsequently repealed by CG Code.

Moreover, despite having many non-compliances, the -certifier “ARTISAN, Chartered

Accountants” has issued a clean report in favour of the company by concealing the actual status. |

Contravention:

Corporate Governance Code Notification No. BSEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018, Section 18 of the Securities and Exchange Ordinance, 1969 and
Regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 2015.

Q. No reply to DSE’s Query:

The Company does not give a reply to the letter from the Department of Corporate Governance
& Financial Reporting Compliance, Dhaka Stock Exchange Limited. The company only :
requested for time extension without giving a reply to the letter on clarifications required on its l
financial statements.

Contravention:
Regulation 37(2) of Dhaka Stock Exchange (Listing) Regulations, 2015.

R. Non-cooperation by the company:

The enquiry team has asked for relevant information/documents for the smooth conduction of
the enquiry on the affairs of Meghna Condensed Milk Industries Limited. But the company has

not submitted the required information/documents. q‘a/
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

Securities Commission Bhaban, E-6/C Agargaon, Sher-e-Bangla Nagar Administrative Area. Dhaka-1207, Bangladesh.

Contravention:

Section 21(2) of the Securities and Exchange Ordinance, 1969 and regulation 54(2) of
Dhaka Stock Exchange (Listing) Regulations, 2015.

(RY, Meghna Condensed Milk Industries Limited (Issuer) ¥¢% Sfym sy Ry w1z srere
FIHCT P GTFACS Rett Fow v3iw S 90, 03X 3 @ TET 2o, 033 32 S 2.
R3Sy ammnicrs/osey 03830 @3e Ry arenitrbioses/sosysevs Toa AT Meghna
Condensed Milk Industries Limited (Issuer) 8 @Tifa7 orere sAf¥vre, A== sRvee 932 @y
CTFbIfA- fdifars wifie Sorare oty v ATIPIZ TUFTH TE do, 3033 932 oz Sb, 3033 32
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F2-ROTEBYITE TS /0 0e /203 WD SifYs Sb GTo6Ta 039 32

bl (4

@Ry, as per Section 2 (cc) of the Securities and Exchange Ordinance, 1969, Commission means
Bangladesh Securities and Exchange Commission (BSEC) constituted under the ImemTa=
fHfeefabe e y3se T =17, dob9;

@z, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) @% Section 2(g)
@iz Meghna Condensed Milk Industries Limited, ‘issuer’ P afefZs (w®sem TpwE v
@'Cﬁ‘ﬁl@);

@tzg, Section 21 of the Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of
1969) -4 ewe weRE AT HRFEfew ws wwwy FHHE- @@ wpEweR W Meghna
Condensed Milk Industries Limited @3 #f¥s wpm™ (Enquiry) I/ «fpemt sme 932
A @ Aeas a9l Afdrava Tfe I, P A @, SR g, s R
ergfre 2w,

A. Closure of Production:

The enquiry team has found that the production of the company has been suspended since
October 03, 2019. However, the company did not declare this news as Price Sensitive
Information.

Contravention:
BSEC's Order No. SSE50 5. a7k 2005 595 & 257 w8 dated December 07, 2015.

B. Overvaluation of Property, Plant & Equipment:

The factory of the company has been closed for more than two and a half years. But the
company has not conducted any impairment test of the reported BDT 17.76 crores of Property,
Plant and Equipment. As a result, the value of PPE mentioned in the financial statements of the
company is materially misstated and investors have been given incorrect information.

Contravention:

Para 9 IAS 36 “Impairment of Assets”, Paragraphs 15 and 18 of IAS 1 “Presentation of
Financial Statements”, Section 18 of the Securities and Exchange Ordinance, 1969 and
regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 2015.

C. Non-existence of Inventory:

The enquiry team has found nothing but an insignificant amount of packaging levels and tin-
made cans at the factory premises. However, the company has reported BDT 8.01 crores as
inventory out of which BDT 1.98 crores was reported as Finished Goods and BDT 6.03 crores
were reported as Raw and packing materials as of 30 June 2021. The management of the
company has also failed to provide an inventory counting report to the enquiry team

~
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As a result, the value of Inventory mentioned in the financial statements of the company is
materially misstated and investors have been given incorrect information.

Contravention:
Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

D. Authenticity of the figures of Advance, Deposits & Prepayments and Sundry Debtors &
Other Receivables:

The management of the company has failed to provide evidence to authenticate the figure of
BDT 5.57 of Advance, Deposits and prepayments reported as of 30 June 2021. This amount has
been carried forward for a long time and without any movement for at least three years. Also,
there is litigation pending against some portion of the deposits. The management of the company
has not submitted any document to the enquiry team favouring these amounts.

The management of the company has also failed to provide evidence to authenticate the figure of
BDT 1.50 for Sundry Debtors and other receivables reported as of 30 June 2021. This amount
has been carried forward for the last 6 years without any movement. The company has failed to
submit any document related to these figures to the enquiry team.

As a result, the authenticity of the figures of Advance, Deposits and prepayments and Sundry
Debtors and other Receivable is questionable and seems to be overstated/ understated which can
materially misstate the financial statements and the investors might have been given incorrect
information.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

E. Investment of unsecured loan despite worsened financial condition:

The company has invested in the form of an ‘Unsecured Loan’ to its sister concerns of BDT
5.26 crores as of June 30, 2021. Out of which BDT 3.40 crore was invested in the year 2020-21
to its sister concern ‘Meghna Pet Industries Limited” whose production has been closed for more
than eighteen (18) years. Whereas, the company has a loan liability balance of BDT 64.28 crore
has had no operation for almost the last 2.5 years and has a negative retained earnings balance of
BDT 135.30 crore as of June 30, 2021. The company also did not provide any valid supporting
documents to the enquiry team favouring such an investment.

The current financial condition and having no operation of the company induce sufficient doubt
of the aforesaid investment. The financial statement might be overstated by the investment
balance of BDT 5.26 crores. Moreover, such type of transaction with sister concerns falls under
the category of unlawful related party transactions.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements", Section 18 of the
Securities and Exchange Ordinance, 1969, BSEC order No. SEC/CMMRRCD/2006-
159/Admin/02-10 dated September 10, 2006, and regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135. ‘3(
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4

F. Regarding Revaluation Reserve:

The company has reported BDT 10.81 crores as a Revaluation Reserve as of 30 June 2021. The
issuer revalued its assets before the year of 2016 but the company did not provide the
revaluation report to the enquiry team. Moreover, the company did not assess any impairment
having indication of impairment (Closure of operation for a long time).

Contravention:

Para 9 IAS 36 “Impairment of Assets” and regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

G. Default Loan Liabilities of the issuer:

The company has classified non-current bank loan liabilities of BDT 64.28 crores as on June 30,
2021. This amount is liable to Sonali Bank Ltd, Local Office, Motijheel Branch. The issuer took
a principal loan amount of BDT 27.43 crores at 8.50% interest which was repayable in 29
quarterly instalments with effect from 31.12.2001. The current status of the loan is classified and
the company is calculating the interest on this loan as per earlier agreement.

Since there is an absence of supporting documents, the calculation of interest provision might be
over or understated. The issuer has loan liabilities of BDT 64.28 crore whereas its reported total
assets is BDT 38.18 crore only as of 30 June 2021.

Contravention:
Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements ", Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

H. No information on Unclaimed Dividend:

The company has not provided any information regarding unclaimed dividends on its financial
statements and website and has not presented the ‘Unclaimed dividend account’ as a separate
line item on its financial statements.

Besides, the Company has not transferred the required funds to the capital market stabilization
fund.

Contravention:
BSEC directive (No. BSEC/CMRRCD/2021-386/03, dated 14 January 2021).

I. Appointment of the same individual as a Chief Financial Officer (CFO) and Company
Secretary (CS):

The enquiry team has observed that the company appointed the same individual as a Chief
Financial Officer and Company Secretary in the company.

Contravention:
Condition no. (3)(1)(b) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code) —
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J. Non-constitution of the Nomination and Remuneration Committee (NRO):

The enquiry team has observed that the company has not constituted the Nomination and
Remuneration Committee (NRC).

Contravention:

Conditions no. 6 and conditions no. 1(7)(a), 1(7)(b) and 4(ii) of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code)

K. Non-disclosure of Code of Conduct in the Website:

The enquiry team has observed that the company has not published a code of conduct on the
website as determined by the NRC.

Contravention:

Condition no. 1(7)(b) of BSEC Notification No. SEC/CMRRCD/2006-158/207/Admin/S0
dated 03 June 2018. (CG Code).

L. Explanation on any reservation, qualification or adverse remarks:

The enquiry team has observed that the company has not provided explanations on qualified
opinions found in the auditor’s report.

Contravention:

Condlition no. 1(5) of BSEC Notification No. BSEC/CMRRCD/2006-158/207/Admin/S0
dated 03 June 2018. (CG Code,).

M. Absence of all the required statements or disclosures in the director’s report to
shareholders:

The enquiry team has observed that the company has not provided all the required statements or
disclosures in the director’s report to shareholders.

Contravention:

Condition no. 1(5)(ii), 1(5)(iii), 1(5)(v), 1(5)(vi), 1(5)(vii), 1(5)(viii), 1(5)(ix), 1(5)(x),
1(5)(xvi), 1(3)(xix), 1(5)(xx), 1(5)(xix), 1(5)(xxiv) and | (3)(xxv) of the directors’ report to
shareholders of the Corporate Governance Code of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code).

N. Board meetings & Audit Committee meetings Attendance:

The management of the company has failed to provide attendance sheets and minutes of all
Board meetings, Audit committee meetings and AGM minutes held during the financial year
ended on 30 June 2020 and 30 June 2021 to the enquiry team. g
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Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135.

0. Multiple Executive Positions of Managing Director, Chief Financial Officer and
Company Secretary:

The enquiry team has found that Mr. M. F. Kamal, “Managing Director & CEO” of the
company also holds the position of “Managing Director & CEO” of “Meghna Pet Industries
Limited”.

Mr. Md. Ashraf Ali, “Chief Financial Officer/General Manager & Company Secretary” of the
company also holds the position of “Chief Financial Officer/General Manager & Company
Secretary” of “Meghna Pet Industries Limited”.

Contravention:

Condition no. (3)(1)(c) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code).

P. Incorrect Corporate Governance Compliance Certificate and Compliance status:

The enquiry team has found that the company has provided Corporate Governance Compliance
Status as per CG Guidelines which has been subsequently repealed by CG Code.

Moreover, despite having many non-compliances, the certifier “ARTISAN, Chartered
Accountants” has issued a clean report in favour of the company by concealing the actual status.

Contravention:

Corporate Governance Code Notification No. BSEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018, Section 18 of the Securities and Exchange Ordinance, 1969 and
Regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 2015.

Q. No reply to DSE’s Query:

The Company does not give a reply to the letter from the Department of Corporate Governance
& Financial Reporting Compliance, Dhaka Stock Exchange Limited. The company only
requested for time extension without giving a reply to the letter on clarifications required on its
financial statements.

Contravention:
Regulation 37(2) of Dhaka Stock Exchange (Listing) Regulations, 2015.

R. Non-cooperation by the company:

The enquiry team has asked for relevant information/documents for the smooth conduction of
the enquiry on the affairs of Meghna Condensed Milk Industries Limited. But the company has
not submitted the required information/documents. g‘-’/
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Securities Commission Bhaban, E-6/C Agargaon, Sher-¢-Bangla Nagar Administrative Area, Dhaka-1207, Bangladesh.

Contravention:

Section 21(2) of the Securities and Exchange Ordinance, 1969 and regulation 54(2) of
Dhaka Stock Exchange (Listing) Regulations, 2015.

Ty, Meghna Condensed Milk Industries Limited (Issuer) ¥$% Sofgm ey famm oizw e
A0 TR GTEFOCE o $9@ IWFH TIRT 00, 2033 32 8@ T o, 0% 32 ifFrew =z-
R/ TG 03¢ /20235830 @32 RGP/ T PiTTb/02¢y/2033/0¢ s 798 @Y Meghna
Condensed Milk Industries Limited (Issuer) @ @r=ifag sifasremr %, Iragsr sifasme a3z @r=if
CEbIfA- e wIffey Some Lo I Sz TFT TETF do, Y033 992 BEMET ob, 2033 32
SIfATY AAINTS TAHES ZCS 211 701 NS T4 Tw @R *0% Mr. Md. Alamgir Hossain, Director
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1[4kl

@r=yg, as per Section 2 (cc) of the Securities and Exchange Ordinance, 1969, Commission means
Bangladesh Securities and Exchange Commission (BSEC) constituted under the IwemTa
Gifetfabe we qEme IR W2, ded9;

@y, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) €3 Section 2(g)
cmera® Meghna Condensed Milk Industries Limited, ‘issuer’ e wfefe (wressq PR I
TEf);

@tzy, Section 21 of the Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of
1969) -4 @8 FYSRE IR PG Wis eIy FHW- @ wpmwEeE w1 Meghna
Condensed Milk Industries Limited @3 #if{F W@ (Enquiry) Mew «Afee=r Fwawg @32
2RI @ TRFE 90 AT TRE FEE; TPEE AR @F, TR Ty, e R
Torgre o

A. Closure of Production:

The enquiry team has found that the production of the company has been suspended since
October 03, 2019. However, the company did not declare this news as Price Sensitive
Information.

Contravention:
BSEC'’s Order No. 57557 [F.9TR5% 2008 3593 &/ &3 w8 dated December 07, 2015.

B. Overvaluation of Property, Plant & Equipment:

The factory of the company has been closed for more than two and a half years. But the
company has not conducted any impairment test of the reported BDT 17.76 crores of Property,
Plant and Equipment. As a result, the value of PPE mentioned in the financial statements of the
company is materially misstated and investors have been given incorrect information.

Contravention:

Para 9 IAS 36 “Impairment of Assets”, Paragraphs 15 and 18 of IAS 1 “Presentation of
Financial Statements”, Section 18 of the Securities and Exchange Ordinance, 1969 and
regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 2015.

C. Non-existence of Inventory:

The enquiry team has found nothing but an insignificant amount of packaging levels and tin-
made cans at the factory premises. However, the company has reported BDT 8.01 crores as
inventory out of which BDT 1.98 crores was reported as Finished Goods and BDT 6.03 crores
were reported as Raw and packing materials as of 30 June 2021. The management of the
company has also failed to provide an inventory counting report to the enquiry team(f
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As a result, the value of Inventory mentioned in the financial statements of the company is
materially misstated and investors have been given incorrect information.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 20135.

D. Authenticity of the figures of Advance, Deposits & Prepayments and Sundry Debtors &
Other Receivables:

The management of the company has failed to provide evidence to authenticate the figure of
BDT 5.57 of Advance, Deposits and prepayments reported as of 30 June 2021. This amount has
been carried forward for a long time and without any movement for at least three years. Also,
there is litigation pending against some portion of the deposits. The management of the company
has not submitted any document to the enquiry team favouring these amounts.

The management of the company has also failed to provide evidence to authenticate the figure of
BDT 1.50 for Sundry Debtors and other receivables reported as of 30 June 2021. This amount
has been carried forward for the last 6 years without any movement. The company has failed to
submit any document related to these figures to the enquiry team.

As a result, the authenticity of the figures of Advance, Deposits and prepayments and Sundry
Debtors & other Receivable is questionable and seems to be overstated/ understated which can
materially misstate the financial statements and the investors might have been given incorrect
information.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements ", Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

E. Investment of unsecured loan despite worsened financial condition:

The company has invested in the form of an ‘Unsecured Loan’ to its sister concerns of BDT
5.26 crores as of June 30, 2021. Out of which BDT 3.40 crore was invested in the year 2020-21
to its sister concern ‘Meghna Pet Industries Limited” whose production has been closed for more
than eighteen (18) years. Whereas, the company has a loan liability balance of BDT 64.28 crore
has had no operation for almost the last 2.5 years and has a negative retained earnings balance of
BDT 135.30 crore as of June 30, 2021. The company also did not provide any valid supporting
documents to the enquiry team favouring such an investment.

The current financial condition and having no operation of the company induce sufficient doubt
of the aforesaid investment. The financial statement might be overstated by the investment
balance of BDT 5.26 crores. Moreover, such type of transaction with sister concerns falls under
the category of unlawful related party transactions.

Contravention:

Paragraphs 15 and 18 of IAS 1 “Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969, BSEC order No. SEC/CMMRRCD/2006-
159/4dmin/02-10 dated September 10, 2006, and regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.
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F. Regarding Revaluation Reserve:

The company has reported BDT 10.81 crores as a Revaluation Reserve as of 30 June 2021. The
issuer revalued its assets before the year of 2016 but the company did not provide the
revaluation report to the enquiry team. Moreover, the company did not assess any impairment
having indication of impairment (Closure of operation for a long time).

Contravention:

Para 9 IAS 36 “Impairment of Assets” and regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

G. Default Loan Liabilities of the issuer:

The company has classified non-current bank loan liabilities of BDT 64.28 crores as on June 30,
2021. This amount is liable to Sonali Bank Ltd, Local Office, Motijheel Branch. The issuer took
a principal loan amount of BDT 27.43 crores at 8.50% interest which was repayable in 29
quarterly instalments with effect from 31.12.2001. The current status of the loan is classified and
the company is calculating the interest on this loan as per earlier agreement.

Since there is an absence of supporting documents, the calculation of interest provision might be
over or understated. The issuer has loan liabilities of BDT 64.28 crore whereas its reported total
assets is BDT 38.18 crore only as of 30 June 2021.

Contravention:
Paragraphs 15 and 18 of IAS 1 "Presentation of Financial Statements ", Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange
(Listing) Regulations, 2015.

H. No information on Unclaimed Dividend:

The company has not provided any information regarding unclaimed dividends on its financial
statements & and website and has not presented the “‘Unclaimed dividend account’ as a separate
line item on its financial statements.

Besides, the Company has not transferred the required funds to the capital market stabilization
fund.

Contravention:
BSEC directive (No. BSEC/CMRRCD/2021-386/03, dated 14 January 2021).

I. Appointment of the same individual as a Chief Financial Officer (CFO) and Company
Secretary (CS):

The enquiry team has observed that the company appointed the same individual as a Chief
Financial Officer and Company Secretary in the company.

Contravention:
Condition no. (3)(1)(b) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code) GK
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J. Non-constitution of the Nomination and Remuneration Committee (NRC):

The enquiry team has observed that the company has not constituted the Nomination and
Remuneration Committee (NRC).

Contravention:
Conditions no. 6 and conditions no. 1(7)(a), 1(7)(b) and 4(ii) of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code)
K. Non-disclosure of Code of Conduct in the Website:
The enquiry team has observed that the company has not published a code of conduct on the
website as determined by the NRC.

Contravention:

Condition no. 1(7)(b) of BSEC Notification No. SEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018. (CG Code).

L. Explanation on any reservation, qualification or adverse remarks:

The enquiry team has observed that the company has not provided explanations on qualified
opinions found in the auditor's report.

Contravention:

Condition no. 1(5) of BSEC Notification No. BSEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018. (CG Code).

M. Absence of all the required statements or disclosures in the director’s report to
shareholders:

The enquiry team has observed that the company has not provided all the required statements or
disclosures in the director’s report to shareholders.

Contravention:
Condition no. 1(5)(ii), 1(3)(iii), 1(5)(v), 1(3)vi), 1(5)(vii), 1(5)(viii), 1(5)(ix), 1(5)(x),
1(5)(xvi), 1(5)(xix), 1(5)(xx), 1(5)(xix), 1(5)(xxiv) and 1(5)(xxv) of the directors’ report to
shareholders of the Corporate Governance Code of BSEC Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03 June 2018. (CG Code).

N. Board meetings & Audit Committee meetings Attendance:

The management of the company has failed to provide attendance sheets and minutes of all
Board meetings, Audit committee meetings & AGM minutes held during the financial year
ended on 30 June 2020 and 30 June 2021 to the enquiry team.

Contravention:

Paragraphs 15 and 18 of IAS 1 "Presentation of Financial Statements”, Section 18 of the
Securities and Exchange Ordinance, 1969 and Regulation 45 of Dhaka Stock Exchange

(Listing) Regulations, 2015. e
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O. Multiple Executive Positions of Managing Director, Chief Financial Officer and
Company Secretary:

The enquiry team has found that Mr. M. F. Kamal, “Managing Director & CEO” of the
company also holds the position of “Managing Director & CEQ” of “Meghna Pet Industries
Limited”.

Mr. Md. Ashraf Ali, “Chief Financial Officer/General Manager & Company Secretary” of the
company also holds the position of “Chief Financial Officer/General Manager & Company
Secretary” of “Meghna Pet Industries Limited®.

Contravention:

Condition no. (3)(1)(c) of BSEC Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 dated 03 June 2018. (CG Code).

P. Incorrect Corporate Governance Compliance Certificate and Compliance status:

The enquiry team has found that the company has provided Corporate Governance Compliance
Status as per CG Guidelines which has been subsequently repealed by CG Code.

Moreover, despite having many non-compliances, the certifier “ARTISAN, Chartered
Accountants™ has issued a clean report in favour of the company by concealing the actual status.

Contravention:

Corporate Governance Code Notification No. BSEC/CMRRCD/2006-158/207/Admin/80
dated 03 June 2018, Section 18 of the Securities and Exchange Ordinance, 1969 and
Regulation 45 of Dhaka Stock Exchange (Listing) Regulations, 20135.

Q. No reply to DSE’s Query:

The Company does not give a reply to the letter from the Department of Corporate Governance
& Financial Reporting Compliance, Dhaka Stock Exchange Limited. The company only
requested for time extension without giving a reply to the letter on clarifications required on its
financial statements.

Contravention:
Regulation 37(2) of Dhaka Stock Exchange (Listing) Regulations, 2015.

R. Non-cooperation by the company:

The enquiry team has asked for relevant information/documents for the smooth conduction of
the enquiry on the affairs of Meghna Condensed Milk Industries Limited. But the company has
not submitted the required information/documents.

Contravention:

Section 21(2) of the Securities and Exchange Ordinance, 1969 and regulation 54(2) of
Dhaka Stock Exchange (Listing) Regulations, 2015. A
.
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@@y, Meghna Condensed Milk Industries Limited (Issuer) 3$% Ssfg@ witas R =izs soeig
IR FOIAT GTEPTCS RSt F9F TAF AIRA 00, 2033 38 6 TET 0o, 3033 32 SRR 72-
R GTFH TG/ 020 3/2033/3830 €38 RGN GEITIG/03¢ /20333 ¢ by T57 AFEYA Meghna
Condensed Milk Industries Limited (Issuer) 8 @riifaa sif3sremt ofw, qragemt *fee 32 @iy
CEb1fA-@ FHifas wifity Soitare pform e Aiaom TFT AST o, 208y 992 T o, 2033 22
ST TS TATES 20T T 201 YRIATS ToifES T @R ovE Mr, M. Alamgir Hossain, Director
@32 Mr. Md. Ashraf Ali, Company Secratary fRafeifis @y wifds a0z,

“.... IR T FCFBIAT corowirl oz FEF STATwa efSBTTaz T 38.00 7% IR W77 f3eT TCaT
AP AYRITS AT VT AT [5RH FAT | RG0S Wy G (e # fww v e Ay
AR A8 AT FEAF WG WA fSBICT WY MA AT FAT, WS @ F%H BSEC,
ST TR AR SRS RN 797 (A INEIATE /7 TRCATI A Y 7 0 cefaet
P QAR | A WP A IR AT I A ST e Fmfer % ..

... AT BT SFFT 0359 IF T FF A0 g7/0%) 9¥ Audited Financial Statement -4
34T Fixed Assets <7 U TITT TCACE 39,96 (D G173 ISUARG P T AT JoY s
& 9FA Test report &UAIET XSAF T 7 | TR &ANS JLFUF (BTH TS 9% Assets revaluation
P U A @ WI TF XA B

.. A Inventories <7 &FE I Showing TUF (BTH FEHT #7 @ TS M AW 579 20t
T efamra STy [l Adjust T T ...

... DU FPTIT R ST T FEF WA FRCAPT BT 82 .00 (@G FIET7 oy Arepesde
COfeeTa AT (TR RPN A SEICTT O RFGT PIACT 9 SAFIT T &I FA AT | BT FPTIT IR
g 6T A SO RS 7 G WIHT G WA AT, G FF 277SF IWerre @F
SPIT WY ANEE T AT ..

.. RF (T v8.9 (G I, A &Ler T (#1 371 ewf¥e | 8% s @7 I8 Classified TT
T W9 §fe @A Interest Provision 9 T ... .

.... 98 Unclaimed/ Undistributed Dividend @ #f35/71¢%a Ser®9 Dividend | @fSsT (wasat
RS IR T &R P 1A AAfa517@g% @& Dividend STamrm wcaaq /...

. TR T QSPTT RGTT CFO R CS 9 72T 107 (*71%F [A0AT (T Ik O7F (Ao ©T@T 927
T W T A | T G AT A G @ T FEET T G ... (@R EEA QST (T
#f#6® Remuneration &% FICE ... T Enquiry team &7 BIRHIA WITFEF Board Meetings
@R Audit Committee Meetings <7 g% @k minutes 57T A% /...

TofEfere 3o Raw o7 2 72 9% efSBT7 bI FAIT G AT SRR WYT A RS

@y, Meghna Condensed Milk Industries Limited (Issuer) 63 S(are T2 By 22 G
2030 SIfFTY TS ToAHS T @rifaa #eF Mr. Md. Alamgir Hossain, Director 433 Mr. Md.
Ashraf Ali, Company Secratary (3 f¥e 3@y 7if¥e Fraves ©f azeiwarey 75,
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AR, 5& PP @IS GPAREE (M TR I BF GH0GY ST, Ry DIEE 363 SR
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i3, R TP @R Senare e I et e R o,

QARY, & PP @r=fare RN o v 77 e Sam ¢ Je 75 33 SR srey
ST B2 FET;

ARy, T Pw @ AR Gt @R, Sur geeR Afsee a3 sfRvrerss @mIEE
efSRfAweIR, o aree Sffis Fxfars var HifFthbe @12y ¢ S37 w8w wiigs RR-RYE e
i &= 918 T Securities and Exchange Ordinance, 1969 @7 Section 22 @3 SR =T oMY,

@Ry, FTE Rravam, Gt oz ¢ fAR-Rem sAfomm sffie gdor o, dfmmemms g2,
RO 4R G WA PR I ARBEE AT e SfFnes @ 9Mrs 1S T4 Amed ¢
s,

WS, Oy, I, SAfA® =@ Rew RwArd®, Securities and Exchange Ordinance, 1969
(Ordinance No. XVII of 1969) @¥ Section 22 -4 2Ws =SAE:

- Meghna Condensed Milk Industries Limited -a3 #if3stewt st wra=i= Mr. Muhammad
Zakaria @ > (99) It B3t wdfvrs wfSe w71 o wg wiwaeeE vo (i) ftAm wowr areETTRe
Fiirtibe e witse IO 97 TP TPFS AT SIWH/A-SGET WY IRCNA G FACS

WI
- Bogst ISl SRS AR WP AT AFIAT AT @ do (W) TR Bt el 7w
23|
azET ifFefae ¢ awry afﬁmm ElGprac
W 53/2\7
M|
frwasts
Mr. Muhammad Zakaria
Chairman
Meghna Condensed Milk Industries Limited
Navana Tower, 45, Gulshan Avenue (15th floor), Flat # 16/A, Gulshan-1
Dhaka - 1212 g/
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