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ez RFe wifde Reafits ‘Vanguard AML BD Finance Mutual Fund One’ @ ‘AFC Health -

Limited-a Bl-eiafe ehmes [Rae Rew w3 Rt @@ 4 @ om @=ie 286 S
fawArs, Vanguard Asset Management Limited (SEE TSR Vanguard AML BD Finance

Mutual Fund One) &% @1tz Vanguard AML BD Finance Mutual Fund One Q@TF fB-a2fis @RTH

(AFC Health Limited) -« RficatorR e om0t @32 amfers 5 steat Tl &I, Vanguard Asset

EIGIE

oted:

Replies from Vanguard Asset Management

Asking from pls Limited

Management Limited g e I stawg @R RFg 4R o= FLACR W A ARRHS F7 Sorgin

Point-1: The audited financial statements of
AFC Health Limited for the period of 01 July,
2018 to 30 June, 2019 showed the total share
capital as Tk 145.00 Crore and no share
premium was mentioned there.

In reference of the above query, we forwarded a o
letter (enclosed) dated September 24, 2023 to |

AFC Health Ltd. to explain your query an_d '

relevant treatment in the Audited Financial
Statements end June 30, 2019. We are awaiting|

explanation from their part and will forward to |

your end as we receive from AFC Health Ltd. |
S'angh Securities&Exchange. o

'Point-z— The audited ﬁnancial statements of
Vanguard AML BD Finance Mutual Fund One'
for the penod from 01 Oct:ober, 2021 to 30
| September, 2022 does any_:

msm;g_u_v_&m_uu nii datel 6k g T

have shown Retained Earnings of Tk

36,60,60,445/- ('l‘aka Thlrty-Slx Crore Slxty Lac'.
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enerated from the investment m : Sixty Thousand Four Hundred Forty- Five) only in
Health Ltd. as investment in Pre-IPO | the audited financial statements end Jjune 30,
Placement from Vanguard AML BD Finance | 2021. However, in our query letter to AFC Health
Mutual Fund One' Ltd. dated September 24, 2023; we requested
them to explain their position on the said matter.

Point-3: you are requested to explain with | We have already disclosed that from investment
necessary documents regarding the approval | to till date 'No' dividend has been declared by the
of this investment with premium (not shown | Board of Directors for general shareholders
in audited financial statements of AFC Health | including the members of the Board in any of the
Ltd.) and how much Income of this investment Audited Financial Statements.

generated to the fund since the inception of
the investment. You are also request’ed to
submit the explanation along with suppomng
documents.

However, as per the given explanation and received documents from Vanguard Asset
Management Limited in the reply letter along the enclosures, some issues have been =
observed, which are summarized below: : S

A. Summary of different parties and relevant info:

Particulars = - ~ Description
Name of Asset Manager: Vanguard Asset Management Limited
Name of the Fund Vanguard AML BD Finance Mutual Fund One
Name of Truste of the Fund Bangladesh General Insurance Company Ltd
Name Custodian of the Fund - ‘BRAC Bank Ltd.
Letter of Intent from BSEC to AFC Health Ltd. as 29 November 2017

per their application dated 31 July 2017 for
raising paid-up capital

‘ | Name of the Company where the Asset Manager | - AFC Health Ltd: - -
made investment decision from the fund
Date of Offer request from AFC Health Ltd. to 05 December 2917
Asset Manager
Date of Application from Asset manager to Invest 06 December 2017
in AFC Health Ltd. . i
Getting Approval from the Tmstee 07 December 2017
Date of Consent of BSEC to raise capital of AFC i 11 December 2017
Health Ltd. as per their application - : s
Date of Investment : 21 December 2017
Date of Ordinary Shares Subscription Agreement 21 December -

‘ : : Investor (Vanguard AML BD Fi

One) Invested in the Company ‘AFC He alth Ltd." a
_ _ | Pre-IPO Investment. :

Amount of Investment R Total Tk 4.00 crore of total 32. 00 lac 0
| : shares at Tk 10.00 face value and additional Tk
2.50 as share premium totalmg to Tk 1

X0
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share.

By two different money receipts of Tk 3.20 crore
and Tk 80 lac totaling to Tk 4.00 crore from the

bank account No: 1121469467001 of Vanguard AML

BD Finance Mutual Fund One.
Approved investment Standard from BSEC At Tk 10.00 face value per ordinary share of ‘AFC
_ Health Ltd.
Assumed Illegal Transfers through showing As Tk 2.50 per share premium equivalent to Tk
investment {(12.50 x 32,00,000) - (10.00 x 32,00,000)} or, Tk

__ 80 00 000 dated 21 December 2017

Assumed Liable Parties:

le:ted] of the ﬁmd namely 'Vanguard AML BD
Fmance Mutual Fund One'. :

Company Ltd)

~ tofrom the fund)

B. As per the Letter of Intent issued from BSEC to AFC Health Ltd. _dated 29 November 20_17

The Commission is agreeable in principle to accord consent for raising the paid-up capital of AFC s
Healthi i irnited from Tk 70,00,00 ,000/- (Seventy crore only) to Tk 145,00,00,000/- (One hundred
forty five crore only) by issuing 7,50,00,000 (Seventy five crore only) ordinary shares of Tk 10/- -

each to the existing and other than existing shareholders of the company in cash conszderaaon

Unguoted:

C. As per the ‘Consent for Raising of Paid-up Capital' from BSEC to AFC Health Ltd. dated'.ll .

December 2017
Qa.oﬁti

the Securities and Exchange Commlssrons consent under the prowsrons of the Secuntres and ;
Exchange Commission (Issue of Capital) Rules, 2001, for rising the paid-up capltal af AFC Health e
Limited from Tk 70.00.00.000 (Seventy crore only) to Tk 145.00.00.000 (One hundrea‘ 'or'ty ﬁve"'
crore only) totaling 75,00,00,000 (Seventy ﬁve crore only) by rssumg 750 00 000 (Seven cmre ﬁﬁy !

lac only) ordinary shares of 10/- ea
company in cash consideration.
The consent has been accorded subject to the condition that the company shall comply wn:h he
relevant laws and regulatory requirements and shall also adhere to the foi!owmg condmo
rmposed nder Section-2CC  of the Securities and Exchange
i . 19. If the Comp, 1
any of r:he condmons as scatea' above the Company would be subject to penal p
Securities and Exchange Ordinance, 1969 or any other related securities [aWS.cm e

Unquoted:

ii. Trustee (Bangladesll General !nsm'ance‘ -

| iii. AFC l-lealth Ld. {111 where the mvestment made =

Ordinance. 196
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D. AFC Health Ltd. offered to Vanguard Asset Management Limited the Ordinary shares of AFC
Health Ltd. at Tk 10/- mentioning the subject of ‘Offer to Participate in Capital Raising of AFC
Health Ltd.’ dated 05 December 2017.

E. Later, Vanguard Asset Management Limited responded to AFC Health Ltd. dated 20 December
2017 to Invest in 32,00,000 Ordinary Shares of AFC Health Ltd. from Vanguard AML BD
Finance Mutual Fund One' at an acquisition price of Tk 12.5 value T

F. However, in the WME dated 21 December 2017 between
‘Vanguard AML BD Finance Mutual Fund One' it is noticed that the following was mentioned over
there, i i : : S B

Quoted:

On the basis of the representation of the "C'arﬁjjmhy, the 'Inv_cﬁl'tar has offered to myest ~'ir':-r—¢hg
Company by way of subscription to 32,00,000 'qrdinq;'y shares (hereinafter referred to as i
Ordinary Shares) of the Company aggregating to up to BDT 4,00,00,000/- (Bangladesh Taka Four -
Crore Only). : Lo : Caml e 7

... The Company has accepted the offer of the Investor and accordingly the parties are desirous of i
entering into this Agreement (hereinafter referred to as this Agreement") for recording the terms
and conditions the total investment of up to BDT 4,00,00,000/- (Bangladesh Taka Fodf'_Cifdtt-
Only) in the Ordinary Shares in the Company. : :

...... The company [AFC Health Ltd.) shall issue 32,00,000 Ordinary Shares in favo: of Inves.térkbf.- .- (
par value BDT 10 (Ter) per share at an issue price of BDT 12.50 (Taka twelve and Paisa Fifty) per
share. s

G. The money receipts of the investment in from ‘Vanguard AML BD Finance Mutual Fund One’

(Bank A/C No: 1121469467001) to AFC Health Ltd. show two copies in which the first one is
‘Tk 3.20 crore and another one was Tk 80.00 lac totaling to (Tk 3.20 crore + Tk 80.00 lac) o1
'4.00 crore which is very surprising and unusual. - Wil e

The copy of money receipts should be a single receipt of Tk 4.00 crore. But the Asset Mé@;ag‘et; -
(transferred the money from Vanguard AML BD Finance Mutual Fund One’ (Bank A/C No:
1121469467001) to AFC Health Ltd. at two different receipts of Tk 3.20 crore and Tk 80.00 lac
respectively. ' e

H. It posits that Vanguard Asset Management Limited intentionally manipulated the transfers form
‘Vanguard AML BD Finance Mutual Fund One’ to AFC Health Ltd. in two different Q'ansfer$_"so a
Tk 3.20 crore could reflect the investment made at face value of Tk 10.00 totaling to Tk 3.20
crore (Tk 10.00 x 32,00,000 no. of shares). e :

And ariother transfer of Tk 80.00 lac as share premium (Tk 2.50 per s‘*h_are-xsz@qg,pao no.. (
shares) was done separately to hide the investment made in additional Tk 2.50;per share as
share premium. : e E 4

I. The investment of Tk 4.00 t:rore to AFC Health Ltd. has been reported in all the auﬁiﬁé.ﬂ"-ﬁnahciﬁ'l-
 statements of ‘Vanguard AML BD Finance Mutual Fund One’ from 2017 t0 2022. :

£
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But the Audited Financial Statements of AFC Health Ltd. dated 30 June 2019 show that there was
no share premium for the share issued by AFC Health Ltd. '

This clearly indicates that some intentional and illegal transfers what could be of Tk 4,00 crore

 only the Share premium of Tk 80.00 lac from the ‘Vanguard AML BD Finance Mutual Fund One
was made to AFC Health Ltd. :

J. Although in the letter of intent, the Commission gave consent of Tk 10.00 per share of the
existing and other than existing shareholders of the company, Vanguard Asset Management
Limited invested from ‘Vanguard AML BD Finance Mutual Fund One’ in 32.00 lac shares of AFC
Health Ltd. at acquisition price of Tk 12.50 (Tk 2.50 premium per share) per shgré_totali_xigi:;itq :
(32.00 lac shares x Tk 12.50 per share) Or, Tk 4.00 crore w1th the ‘Appmval for paruapatlonm
capital raising of ‘AFC Health Ltd.” from the Trustee of the Fund (Bangladesh Geﬁerél'zlﬁsﬁi'éﬁéé'
Company Ltd.). Mentionable here that, the Trustee advised_the-As,set Manager in that letter as
per given following, e e i

Quoted:

All investments from Vanguard AML BD Finance Mutual Fund One should be made in comp}i'ax._ice-
with Securities and FifsRbe ¢ uwwe FHrH (FEga= F19) AR, 008, R ¢ and R ev.

Please note that, we do not participate in any investment making decisions, so you are kindly
requested to make investments in accordance with the above-mentioned clauses to ensure
compliance.”

Unquuicd:

It is well understood that the Trustee (Bangladesh General Insurance Company Ltd.)" ‘
" knew all the matters but did not report to the Commission.

Whereas, it is stated in R ©o (), 9o (») and R ¢, o, &> of FifsthRba ¢ 3wy FhmH (g
i) ffRa, 00 is stated as follows:

- “oul mwwmemlﬁrﬁm- (n)wwwﬁwﬁiwwm@w
WWWW;M,QMWWM#WﬂamﬁMWﬁ@i
efers ARG (7 % R © BT W ot 1 20 60 Ffwo wfcat

®) < © B e T TR T (s o @ RS (1 2 o ARwe o
me@mmmwmewmwﬁm _ e

i 0 1 o a<fis
AT AT SR _ _
Q) SR |

£
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@ Wmml-mmﬁmmﬁmmmw‘m
T BT A FI W AL G 0FCE, AW IS T2 @3 Faetw ¢ Wl prhm FRE
TS B 2FS SR T AFSHrS 70; BoF UHGH 1w B I eAIfie 220S XA
932 et 6 Mgt ives I A s T8 e 231"

Violation: From the aforesaid activities of Asset manager (Vanguard Asset Management
lelted] of the fund namely ‘Vanguard AML BD Finance Mutual Fund One’ has
violated Rf¥ oo (3), 99 () and RR ey, ¢v, ¢> of FRFERMY o wwy e (ﬁtgrﬂtw
Fie) RfEAwET, 2005 by investment of Tk 4.00 crore in 32. 00 lac ordlnary shares of

AFC Health Ltd. at Tk 10.00 per share and Tk 2 50 share prem:um tota]mg to'i'k
12.50 per share.

Wmmﬂ\ﬁ!ﬁﬁmﬁwmwwcﬂawmmw&mmgw o
2038 ST R Py GATERITG/0037/2039/¢33 Tt Vanguard Asset Management Limited - e
g 0o, QOQSWWWWWWWHi WWmVanguardAsset
Management Limited -5 0% =1 S w0 G, 939G 8 ﬁf.'os &R G P A, 3t e &S
FRimIET TR 92 TR e FaTT Wi, B 8 @S uF CiETEs (on behalf) Wmﬁmw:a
o, aoqsmﬁmﬁmmﬁaﬁﬁwmwﬁamﬂ

“Vanguerd AML BD Finance Mutual Fund One !’VAMLBDMFI) (listed closed-end mutual -
fund) ranaged by Vanguard Asset Management Ltd. (“Vanguard” and/ or “VAML")
participated in paid-up capital raising process of AFC Health Limited (“the Company”) -
through Pre- IPO placement of 32,00,000 shares of the Company for Tk. 4,00,00,000.00 -
(Taka four r:rore) only i.e. at an acqu:smon price of Tk. 12.50 (Taka Twelve and Paisa ﬁﬂy i
only) per share, which mcludes share premium of Tk. 2.50 per share.

As our respected regulator, Investment Management Drws:on af Bangladesh Securities and.
Exchange Commission (“BSEC"), through its letter No.: 'BSEC/MF & SP V/Aﬂ"— _ o
109/2013/1724 dated 24 September 2023 (enclosed-2) raised query regardmg mvestment of ; i
Vanguard AML BD Finance Mutual Fund One in Pre-IPO Placement of AFC Health Limited. =~
We replied to the letter and duly clarified all the queries through our letter dated 04 October
2023 (enclosed-3).

At this stage, BSEC through its letter dated 09 June, 2024 issued a show cause notloe upon.
Vanguard upon alleging that in making the said investment in AFC Health Lumted, Vanguard
Asset Management Limited as Asset Manager violated fRfR-00(3), vo(¥), ¢b @b, e of the '
: ﬁﬁmﬁﬁtﬂﬂﬁwm(ﬁtﬂmmw 300y, '

Our wntten explanatlon is as follows:

The mvestment in AFC Health Limited was made in strict compliance to the ﬁﬁstﬁﬂ?w 8
praer ®1s) fAfRee, Y00 (hereinafter “the 2001 Rules” or “Mutual Fund Rules,
2001”) mcludmg but not limited to Rf& ¢¢, ¢v 8 &b, as well as w1thm the parameters "
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provided in Trust Deed dated 22 July, 2013. The said investment is not restricted under the
st wotE (R ev 489) of the BiFERME ¢ YIwe FHr (FEHI F1%) RS, 200,

As per the letter of Show cause cum notice for hearing: Non-compliance of securities related
laws dated June 09, 2024 ;

Quoted:

D. AFC Health Ltd. Offered to Vanguard Asset Management Limited the Ordinary Shares of AFC

AFC Health Ltd.’ Dated 05 December 2017. i : _
E. Later, Vanguard Asset Management L_im_itéd resPondéd t_é AFC Healtk 1d d’eﬂ‘ed ;

AML BD Firance Mutual F und One’ at an acquisition price aﬂ 12.50 per Share and D
value Tk _10.00. ' T : :

Response:

statements of AFC Health Limited and its future prospect

HFcRby ¢ aHwg FHEH (e w) ﬁﬁiﬁﬁ‘r so0b duly analysed the financial conditioﬂsA of the

Company including its audited Financial Statements and upon consideration of the investment

a5 of the 2001 Rules, invested Tk. 4.00 crore in the said Company.

Securities and Exchange Commissidn (BSEC) dated November 29, 2017, AFC Health“ Liniiféd,"m
its initial offer through its letter dated 05 December, 2017 suggested subscription at Tk. 10.0¢

share however, their Managing Director of the Company verbally proposed to us for subscnp
of ordinary shares of the Company at Tk. 15.00 per share (Tk. 10 par value). At that stage, ¥

hospital Fortis Escort Health Institute of India, with a very good reputation located in Kh

and Chittagong in the name of ‘AFC Health-Fortis Heart Institute, Khulna’ and ‘AFC H
Fortis Heart Institute, Chittagong’ respectively. The Company applied for raising its capital fo
further extension of their tertiary hospitals in Comilla and other cities like Narayanganj

Sylhet. The planned capacity of the hospital in Comilla was doubled in comparison t0

.

of India and their expansion plan, our forecasted valuation (enclosed-4) came around Tk. 15.60

capital raising.
. Page7of 17

X

Health Ltd. at Tk 10/- mentioning the subject of ‘Offer to Participate in Capital Raising of

December 2017 to Invest in 32,00,000 Ordinary Shares of AFC Health Lid. from Vanguard

Determination of the price of investment on the basis of analysis of the audited financi; _‘

Prior to the investment, Vanguard Asset Management Ltd. in compliance with ﬁﬁe\‘: of the
objectives as provided in faf® ¢e and the specific investment restrictions as listed in the =%%
With respect to Issues D and E of the BSEC Show Cause Notice dated 09 June 2024, it is humbly '

stated that although afier receiving the letter of intent of capital raising from Bangladesh o

asked for audited accounts and other financials to review the Company and its future prospects __

At the fime, AFC Health Limited had two hospitals in operation associated with world renowned

hospitals in Khulna and Chittagong together. After reviewing their audited accounts and
considering their future prospects; business plan, association with Fortis Escorts Heart Institute

per share consulcrmg post iss_qg_.:,%gpber of shares which is Tk. 1.45 crores paid up capital after :
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Thereafter, after extensive negotiations, the parties reached an agreement vide which Vanguard
Asset Management Ltd. agreed to subscribe to the shares of the Company at Tk. 12.50 per share
which we considered as premium for their goodwill & establishment at that time with a condltlon
that in Share Subscription Agreement this price shall be mentioned as the share purchase price
which was below their NAV (Tk. 12.63) at that time (ie. period ended June 30, 2017). It is only
thereafter we initiated necessary regulatory steps to make the investment.

Aggroval from the Trustee of the Vanguard AML BD Finance Mutual Fund One

Vanguard Asset Management Ltd. sought approval from the Bangladesh General surance
Company (“BGIC”), i.e. the Trustee of Vanguard AML BD Finance Mutual Fund One, througt
its letter dated 06 December, 2017 (enclosed-5) for subscription of 32,00,000 shares of
health Limited at the total price of Tk. 4 crore, ie. at Tk. 12.50 per share which m" :
Premium of Tk. 2.50 per share. BGIC through its letter dated 07 December 2017 (en,‘__ osed-6)
acknowledged the investment and advised to make investment as per the Pifetfife o e.m *ﬁ?ﬁ -
(Progyaer =) R, 2005 and Vanguard Asset Management Ltd. accordingly did so. '

Intimation to BSEC prior to making the investm’en e
Prior to making the investment in AFC Health Limited, Vanguard Asset Management Ltd i
through its letter dated 17 December, 2017 (enclosed-7) informed its respected regulator BSEC_ hiEs
about its intention to participate in capital raising of AFC Health Limited from Vanguard AML
BD Finance Mutual Fund One as per ff¥ ¢¢ ¢ ¢ of the FifesRibe 8 vae wim (g FIT). oo
¥, 000 and the Trust Deed. In the said letter, Vanguard Asset Management Ltd '_ %

categorically mentioned that it intends to subscribe to 32,00,000 shares of the Company at Tk
12.50 per share (Tk. 2.50 premium per share). In the said letter, along with other documents
VAML also enclosed its investment review and projected valuation of the shares of AFC Health -
Limited and mformatlon regarding investment in non-listed securities & investment comphances :
of the mutual funds with details calculation (enclosed-8). :

After subscription of the shares, in compllance with the ArcRbE o GHGY ?Fﬁt'm i , IR
R, 2005, VAML took the approval of valuatlon for non-listed securities of AFC Hea]th

after making investment and incorporated in the quarterly financial statement for the penod en
December 31, 2017 and March 31, 2018 (enclosed-9) and also in the audited ﬁnanclal statements
for the period ended September 30, 2018 (enclosed-10) and onwards. As such, VAML made fnll
disclosure to BSEC and also the Trustees both prior to and after making the investment. T

As per the letter of Show cause cum notice for hearing: Non-camphance of sec:mtm related
laws dated June 09, 2024

Quoted.

F. However, in the ‘Ordinary Shares Subscription Agreement’ dated 21 December 2017 between
‘Vanguard AML BD Finance Mutual Fund One’ it is noticed that the following was ment!oned

over there,

Page 8 of 17
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Quoted:

On the basis of the representation of the Company, the Investor has offered to invest in the
Company by way of subscription to 32,00,000 ordinary shares (hereinafter referred to as
Ordinary Shares) of the Company aggregating to up to BDT 4,00,00,000/- (Bangladesh Taka
Four Crore Only).

... The Company has accepted the offer of the Investor and accordingly the parties are desirous
of entering into this Agreement (hereinafter referred to as this Agreement”) for recording the
terms and conditions the total investment of up to BDT 4,00,00,000/- (Bangladesh Taka Four
Crore Only) in the Ordinary Shares in the Company. e

..... The Company (AFC Health Ltd.) shall issue 32,00,000 Ordinary Shares in favor of Investor
of par value BDT 10 (Ten) Per Share at an issue price of BDT 12.50 (Taka Twelve and Paisa '
Fifty) per Share. e ' e
Unqubted:

Response:
Execution of the Ordinary Shares Subscription Agreement

In consideration of all the aforementiohed, Vanguard Asset Management Ltd. decided to invest
Tk. 4.00 crore in AFC Health Limited at the acquisition price of Tk. 12.50 per share. It is

financial stacements and auditors’ report for the year ended 30 June, 2017 was Tk. 12.63 (Taka
Twelve and paisa Sixty Three). Although the Company sought Tk. 15 (Taka Fifteen) only per
share initially for subscription of its shares, however upon negotiation Vanguard AML BD ‘
Finance Mutual Fund One and AFC Health Limited entered into Ordinary Shares. Subscr.iption .
Agreement on 21 December, 2017 (enclosed-11) for subscription of 32,00,000 shares of AFC
Health Limited at Tk. 12.50 per share at the total cost of Tk. 40,000,000 (Taka four crore) only.

In addressing Issue F of the BSEC Show Cause Notice dated 09 June, 2024, it is stated that the

shares at Tk. 15.00 per share and the negotiation thereafler vide which the said amount was '
reduced to Tk. 12.50 per share. ' ]

As per the letter of Show cause cum notice for hearing: Non-compliance of securities related 4
laws dated June 09, 2024 :
Quoted:

G. The money receipts of the investment in from ‘Vanguard AML BD Finance Mutual Fund One’
(Bank A/C No: 1 12}469467001 ) to AFC Health Ltd. show two copies in which the first onis
of ‘Tk 3.20 Crore and another one was Tk 80.00 Lac totaling to (Tk3.20 crore + Tk 80.00 lac)
or Tk 4.00 Crore Which is very surprising and unusual. e

X
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pertinent to mention that the Net Asset Value (“NAV™) per share of the Company based on its

agreement between the parties is also reflected in the fifth recital of the Ordmary Shares e
Subscription Agreement, which starts with the phrase “On the basis of the representation of the i
Company”. This “representation” reflects the verbal proposal of the Company to subscribe its
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The copy of money receipts should be a single receipt of Tk 4.00 crore. But Asset Manager
(transferred the money from Vanguard AML BD Finance Mutual Fund One’ (Bank A/C No:
1121469467001) to AFC Health Ltd. at two different receipts of Tk 3.20 Crore and Tk 80.00
lac respectively.

Ungquoted:

Response:

Payment made to AFC Health Limited as per Ordina Share Subscri tign

The subscription amount of Tk. 4.00 crore against 32,00,000 shares of AFC Health Limited was
paid by two (2) account payee cheques (enclosed-12) made out to AFC Health Limited as per the
said Company’s requirement. With respect to Issue G of the Show Cause Notice dated 09 June,
2024, it is stated that there are no restrictions in issuing two cheques for making themvesﬂnent as
Jong as the payment do not exceed the agreed and disclosed value of Tk. 4000rore,andtherefore i
as per request of the Company, Vanguard Asset Management Ltd. issued two cheques in favour of
the Company for the said subscription of 32,00,000 number of shares of the Company. L

As per the terms of the Ordinary Share Subscription Agreement, Vanguard Asset Management
Ltd. made payment of Tk. 4.00 crore to AF C Health Limited in the following manner: e

i

r Subscription &

| _ordis:a:y Shares

Payi!i'entB_:l;‘ik& '
Branch Name

Share Acquisition

Allotment of Anioant

Cheque No. & Date

> #0983565 St
Tk. 3,20,00,000.00 Dt 21 Dec,, 2017 The City Bank Ltd, &
32,00,000 éy Bank Lt
Tk. 80,00,000.00 #0983566 Gulshan Avex_me Br
. Dt: 21 Dec, 2017 P

Afier receiving the payments from Vanguard Asset Management Ltd. vide the account payee
cheques, AFC Health Ltd. issued two (2) money receipts (enclosed-13) stating that the fund
been received as share money deposit. Since the ab_ova-mentipned payments were made ol
account payee cheques and duly reflected in the audited financial statements of the V
AML BD Finance Mutual Fund One, it neither violated any provisions of the sec;itities-'l’a’
including the ARl ¢ gury FHeH (FEFY ) fRfaet, 2005 nor did such payment in-
way amounted to any illegal transfer or manipulation. o :

As per the letter of Show cause cum notice for hearing: Non-compliance of securities relatzd '3'
laws dated June 09, 2024 i e

Quoted:

H. It posits that Vanguard Asset Management Limited intentionally manipulatéci the trans
Vanguard AML BD Finance Mutual Fund One’ to AFC Health Ltd. in two different transje
so that Tk 3.20 Crore Coulcf'reﬂect the investment made at face value of ' tot;qliﬂg.3" '
Tk 3.20 crore (Tk 10.00 X 32,00,000 no of Shares). :

X
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And another transfer of Tk 80.00 lac as share premium (Tk 2.50 per share X 32,00,000 no. of
Shares) was done separately to hide the investment made in additional Tk 2.50 per Share as
share premium.

Unquoted:

esponse:

anguard AML BD Finance Mutual Fund One
ith respect to Issue H of the BSEC Show Cause Notice dai'ed 09 Iune, 2024; it is stated that
anguard Asset Management Ltd. at all times have been absolutely transparent about the

ssue to its Trustee, regulator BSEC as well as in its ﬁnanclal statements. The full Tk. 4 90 emre
as disclosed by Vanguard Asset Management Ltd. which included both the cheque of Tk
rore and also the cheque of Tk. 80 lakh, There is no questxon of h1dmg and/ mampulatwﬂ
aid payments particularly when Vanguard Asset Management Ltd.. duly disclosed the ¢

December, 2017 (enclosed -5). In compliance with Rty ¢  Hme FHrE (R FE) ﬁﬁmqt
3005 the said investment was also disclosed in the Quarterly report as well as in the Audited
Reports of Vanguard AML BD Finance Mutual Fund One.

It is pertinent to mention that the payment/ transfer of funds has been made as per the terms of the

32,00,000 shares of AFC Health Limited.

reflected in the audited ﬁuanc:lal statements of Vanguard AML BD Fmance Mutual Fund One.

However, we have been mformed by our regulator Bangladesh Secuntles and Exchan!'

laws dated June 09, 2024
Quoted:

financial statement of Vanguard AML BD Finance Mutual Fund One’ ﬁ-om 201 7 to 2022

But the Audited Financial Statement of AFC Health Ltd. dated 30 june 201 9 show that
was no share premium for the Share issued by AFC Health Ltd.
This Clearly indicates that some intentional and illegal transfers what could be af Tk 4. 09

Fund One’ was qggdg_to AFC Health Ltd.
Unquoted:

28

jetails and numbers of the said investment both prior to and after the investment to BSEC through' >
its letter dated 17 December, 2017 (enelosed-’I) and to the Trustee through its letter dated 06

Ordinary Shares Subscription Agreement, i.e. Tk. 4.00 crore has been paid for subscription of =

In compliance with FfFSfatw ¢ @CH Ffipia (g™ #1°) ﬁﬁm?ﬂ %009, the said investment of
Tk. 4.00 crore by Vanguard AML BD Finance Mutual Fund One in AFC Health Limited was duly

Commission (“BSEC”) that the audited financial statements of AFC Health Limited only reﬂeoted: =
the Share Capital of Tk. 145 crore and did not reflect any share premium amount in their books

As per the letter of Show cause cum notice for hearing: Non-compliance of secu_'rit’t'es- reiateqi'

L. The investment of Tk 4.00 crore o AFC Health Ltd. has been reported in all the audzted :

Crore of only the share premium of Tk 80.00 lac 00 lac from the ‘vanguard AML BD Finance Mumal :
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Response:

Non-disclosure of Share Premium amount by AFC Health Limited in its financial
statements

It is humbly reiterated that Vanguard Asset Management Ltd. in strict oomphance to the
Bifrefafte ¢ g I+ (FEgae #ro) R, 2005 have at all times dlsclosed the investment of
Tk. 4.00 crore for subscription of 32,00,000 share of AFC Health Limited, which included
premium of Tk. 2.50 per share, in its financial statements as well as to all concerned including its

Cause Notice dated 09 June, 2024

However, as informed by BSEC, desptte receiving share premium from Vanguard AML BD
Finance Mutual Fund One, AFC Health Limited did not dlSciose the said share prcmmm amount ;
in its financial statements. The said non-dlsclosure by AFC Hcalth Lumted amounts to vi lation
of numerous provisions of laws, and BSEC and other authorltlcs may take appropnatc actlons
against AFC Health Limited for such violation, if it deems necessary. However, such falhtre to

Management Ltd., particularly when Vanguard Asset Management Ltd. has fully disclosed about
the investment in its financial statements.

In response to Issue I of the BSEC Shew Cause Notice dated 09 June, 2024, it is stated that there_
was no “intentional and illegal transfer”. The shares were subscribed by Vanguard AML BD

2017 (encloses-7) i.e. prior to execution of the Ordinary Shares Subscription Agreement on 21
December, 2017 (enclosed-11). As such there has not been any illegal transfer, manipulation or

submitted that the allegations against Vanguard Asset Management Ltd is not correct or based on : Ll
facts. o

Investments made by VAMLBDMF1 are in compliance with th the Ritoep), (), ¢, @- e ¢a _
PRGRbE © aswa SR (RSpe rs) AR, 005 and the penal provisions mcludéd in_ 'il?_vlf'bb-..‘_‘};-. ;
of devtet BRFERAME wis axwy IBHH W%, ssdo with ﬁﬁnmmmvﬁﬁr
(PrSerae #rs) AR, 3003 is not attracted to VAML i

1. VAML did not violate RR-00(3) of the B¥Shbu s axwa 3hrt (ibyye Frs) R, m .
RfR-00(3) of the ﬁﬁﬁb@ﬁm S 9HBY Ffr (FrSgrer #1) R, 2003 provides as follows: .

oolwmﬂmmemwﬁm mwmﬁwmmwwem"ﬁ
ﬂﬁﬂmﬁwq@mﬁwsmwwmmm\mmﬂﬁwq ﬁ?wﬁmﬁﬁwﬁm..
a’iﬁﬁmﬁtemﬁﬁﬁiﬂﬁﬁﬁmeﬁﬁN?ﬁm

In compliance with the said f3f§-w9(y), VAML took all necessary and reasonable steps in
deciding to invest in AFC Health Limited and the said investment is not contrary to the scheme of :
Vanguard AML BD Finance Mutual Fund One and its Trust Deed.

s
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Trustee and Regulator. The said fact has been exprcssly acknowledged by BSEC in ﬂle-'ShOW iy

disclose by AFC Health Limited cannot in any way be attributable to Vanguard Asset :‘ bl

Finance Mutual Fund One based on the valuation report (enclosed—4) undertaken by Vanguard i :'..f
Asset Managernent Ltd., which was duly disclosed to BSEC through its letter dated 17 Decembet e

hiding of the transaction by Vanguard Asset Management Ltd. at any stage. So it is l'espectﬁ:lly :
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e VAML undertook due valuation of the shares of AFC Health Limited (enclosed-4)

* VAML submitted the said valuation report to BSEC (enclosed-4) before and after making
the investment.

As such, VAML did not violate Rule wo(3) of the Bifstfifw ¢ usirg shirm (FrEgrrt = rs) Rk,
00D,

2. VAML did not violate RfR-v9 (v) of the FifFtbw s oy Fhri (Ritgrae wie) ﬁﬁsm 300%
Rff-0o(v) of the FifFeffw ¢ yary sfirm (g wr) R, 2005 provides as follows:
001 T JIYAFR FET ¢ TH-AMATI (v) FHOTH S BiFSe et WW

In compliance with the said f3f@- ©o(t) as mentioned, VAML pnor to making the mvestment in
AFC Health Limited, disclosed all relevant and necessary mfon‘natlon to BSEC through its letter
dated 17 December, 2017 (enclosed-7) and to the Trustee through its letter dated 06 December |
2017 (enclosed-5). The information disclosed included the followmg

e Information that Vanguard AML BD Finance Mutual Fund One shall subscnbe to .'
32,00,000 number of shares of AFC Health Limited at Tk. 12.50 per share (w:th Tk. 2 50 :
share premium) of the total cost of TK. 4.00 crore.

* luvestient review and projected valuation of the shares of AFC Health Limited

VAML also disclose the investment of Vanguard AML BD Finance Mutual Fund One in ltS
quarterly reports as well as in the annual report ‘

The information provided by VAML to BSEC and the Trustee remained the same, i.e. Vanguard “
AML BD Finance Mutual Fund One subscribed to 32,00,000 number of shares of AFC. He:
Limited at Tk. 12.50 per share of the total cost of Tk. 4.00 crore, and therefore VAML has
violated RfR-vu(v) of the FRFEHTY ¢ auwmY S (o= =ts) Rt vo0d,

3. VAML did not violate R ¢ of the RRRSHDW s axa ¥ (REgwor ¥1%) RRAWT, 003
- v of the FiFSfHbw ¢ wswy shrw oy rs) R, 3003 provudes as follows:

ol R TR - mmﬁmﬁmmqwmmmmwwﬁvw"

mwﬁﬁmﬁﬁmmw@mﬁﬂmmmmmWamW
ATArs R

In compliance with the said Rf¥- ¢ Vanguard do the following:

e Prior to making the investment in AFC Health Limited, VAML undertook. appropn,
financial analysis of the Company and also its future prospects. VAML shared the said
information to BSEC through its letter dated 17 December, 2017 (enclosed~7) and to
Trustee through its letter dated 06 December, 2017 (enclosed-5).

Page13of 17
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* In compliance with R ¢e of the FiRFEfRba ¢ aswy FHrm (BogT= Frs) RRTEN, 003, the

said investment is not restricted by any of the clauses provided in the “%% ©%fw of the
FireRbe ¢ asey s (rgrae Fre) RfEAwE, 2005,

As such, VAML did not violate RfR- ¢u of the Fifethifts o wwwe sfirm (g w5) fRfatrem,
200),

4. VAML did not vmlateﬁﬁ-tvoftheﬁﬁmwe amvﬁ-h(ﬁtﬁxmmﬁﬁm 3003 :
Rf¥- ev of the FifFERbw s yswe FHeE (FEpwe Wﬁﬁmﬁt Qoo:sprowdesasfollows
e | R ot Awfei- (b;mﬁemwmmw ﬁmwmﬁﬁtm
T el Fefae s L
) &R (3) 97 Rt 7o 1 S, mmma’r{ﬁﬁﬁmmwwmenﬁ
WWWWWWWWWWRWMWI

In compliance with the said RR- av Vanguard do the following:

* VAML has obtained due approval from BSEC on the investment valuation method‘
included in the Prospectus of Vanguard AML BD Finance Mutual Fund One.

* VAML reported the investment in AFC Health Limited in its quarterly portfolio repéﬁ: and ‘
“un-audited [{inancial statements for the period ended 31 December, 2017 & 31 March,
2018 and submitted to BSEC. (enclosed-14)

* The auditor of Vanguard’AML BD Finance Mutual Fund One, Hoda Vasi Chowdhury &
Co, a BSEC enlisted Audit Firm, commented upon the said investment in its annual report
for the period ended 30 September, 2018. (enclosed-15)

Therefore, VAML did not violate RfR- ¢v of the Fitibe ¢ wawy = gy Fe) ﬁﬂﬂtﬂt 5
3008,

5. VAML did not violate RfR-¢> of the PSR s e $hmw (ﬁ“a‘mlq‘&m) R, :pos
fAf¥- ¢» of the FifFefiftw 8 yory i (BRI #rs) AR, 200 provides as follows:

e»l TP RfEs JFuEel- mmﬁﬁmwmﬁqmwﬁmmwmm=.
@ﬁmwwm&m&mwwmmﬁwwmmmm@mmi
ummﬂwaﬁwﬁwmsvmmmmmﬁBMWe«ﬁmwmw LY
Fires M ARSI BRI Fay F0S L2 :

Since AFC Health Limited is a non-listed company, the investment made by Vanguard AML BB
Finance Mutual Fund One in the said Company do not come within the purview of ﬁﬁ- e,

Therefore, VAML has not violated RR-¢> of the FifFSRMw ¢ wawse e (ﬁSESW TO) ﬁﬁﬂm
3005,

6. 4131 S of AT ﬁlﬁ@ﬁﬂ?&‘wﬂi «HT5E T o184, 355 is not attracted to VAML
44T S of FMLATH PIRSRbe w1 a3 FhmH &1, ssvo provides as follows:

v &

P:geldofl?
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:,w-nﬁl-{s)nﬁma@miuﬁmaﬂﬂﬁﬁmw\WWﬂﬁ\WWWmﬁwmﬁ\m
aﬁw@mmm.wﬁmﬁﬁmmmﬂammw%%ww
o 7S It SO TS Te 2=
() I @ IR @¥ WL 3t R 31 ARt oQe-
() 28 @1 Sttt Tt Fet st o %=; 3t
(%) Sfearer 2y sFRanE o4 2=, 3t
(MMWWWWMWWWMWWM
wéﬂ,wmmwmmmﬂﬁsﬁﬂammwm
wﬁm%ﬁswmwmﬁwﬂﬁﬁmmwwwmwﬁwm
MR, 932 Corgt Tfot v Aer P SRS A elﬁsﬁmw%v' ;
WWWWWWWmmmu

fAfR- 3% is not applicable upon VAML since Vanguard did the followmg

* VAML made the investment in AFC Hea]th lelted upon undertakmg due valuatlon of the
shares of the Company and its future prospects. Prior to making the mvestmcnt, VAML
disclosed the intention to make the investment to BSEC through its letter dated 17
December, 2017 (enclosed-7) and to the Trustee through its letter dated 06 December __
2017 (enclosed-5).

* VAML did not attempt to violate or conspire or assist in v1olatmg any sections of the :
Wﬁﬁs@ﬁhwﬁaw& ?lfﬁm:tﬂr‘sr{ REAO)

* VAML did not fail to comply with any orders or dlrectlves lssued under the R

Fesibe s gy B =29, ve or any Rules or regulations promulgated under the ;

sam Act.

¢ VAML did not fail to disclose any rclevant mformatlon VAML disclosed all mformanon :
to BSEC and its Trustee prior to and after making the investment in AFC Hcalth Limited.
VAML included the information on the invested in its quarterly report as well as Audlted
Annual Report with comments from its Auditor. :

¢ In addition, VAML did not fail to co-operate with any investigation undertaken by BSEC

Therefore, in light of the above, none of the penal provisions of Rf¥- s of teatoe ﬁrﬁﬂb‘ﬁﬁw m's" 4
SHGG I =137, 355w is attracted to VAML. :

7. Rftry FiRtRta s amvﬁn:r(ﬁ@kwﬂmﬁﬂmm 00} is not attracted to VAML

f3fR- vy of theﬁﬁ@ﬁmwsamﬁ'ﬁ(ﬁ%ﬂﬂﬁmﬁﬂw 2003 provndesasfoliows

bQIﬁﬁBG‘{HWI 0) A&z
matﬁﬁmuﬁwﬁwwqmm%mﬁmsﬁwwmﬁ o3t
() WZ 8 @3 Rt @ R 2w s,
TR (3) @ 3@ (1 @i 1T oizrw =S W 23

() TR (3) SepErft G e s wicatet w3t 22 izt e, vt
mWwﬁiﬁﬁEwﬁwﬂmm
(€] Wﬁﬁtii; witTa oy e wfiewaet, atet @3 3o oite 23w

>
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(*h) == 3=,
(9) S (P T aigeet Arastet;
(®) &= fBgraE iesd o=y RifD, TR PIEAF A QTSI ZNE Fia SR Araet; g2
(%) 97 = Fbpraer e ot fAradiet

In the instant case:

o VAML did not fail to adhere to any of the conditions of its registration. _
o As mentioned, VAML did not violate any of the provisions of the Itz Fifstfibty e
amwﬁﬂ:ma 3559 and/orﬁﬁs@ﬁiﬂueamvﬁﬂa(ﬁmﬁmﬁﬂmm 003,

Therefore, the punishment pfOVlded in ARSS of the ﬁﬁsﬁsﬁm e T arfiﬂa
faf¥sat, 2003 is not attracted upon VAML :

In consideration of the above, it is clear that Vanguard Asset Management Limited in 1 ing the
investment in AFC Health Limited has not violated any of the provisions of the ﬁﬁ%ﬁlﬁw aﬂ_lm:

wfipm (RIS %) R, 005 and/ or Trust Deed and therefore the penal provisions provided
in 41t o ofwwﬁf%@ﬁﬁw%amvﬁﬁﬂmmm andiorﬁﬁbkﬁﬁ@ﬁlﬁweam
e (Fregram =s) RfRET, 200y are not attracted in any manner or form. o

Vanguard once again reiterates its commitment to continue to act in strict comphance' '
to all securities laws of the country including FfRefite ¢ vawy i (Eroga= 7o)
R, wod and also comply with all relevant directions/orders/notifications issued
by BSEC ifrom time to time.” .
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Ry, Vanguard Asset Management Limited-<3 8 3o3 8 wpmin cire 2@ 23 c, Sotwifels
SfSTrPER A0 ¢ WP @2 BT FHETEn w femraian R R sy wEwe o
Sferrats S A8, Gzy 9vwa Vanguard Asset Management Limited-a3 tt #friem Bab
Az Ren Rafs 7af;

@Ry, Vanguard Asset Management Limited-%=i¥& Ffwiten iy FHiiechify ¢ awmpy Hm
(Fregraier F1) R, 2005 @7 R 00 (3), 99 (b), @Y, ¢b, ¢> T FEC;

WRg, Vanguard Asset Management Limited-a= Sofer sfare aiom Hikthits wie 9wy

TR WA, Sbo oF 4 Sb @R PRFERbe wite gwme hem (g wrs) R, 2003 @ ﬁﬁw

SR Ry e

Y, T R, ﬁﬁﬁﬁw%sﬁﬂ-ﬁ#ﬁﬂﬁﬂﬁmwmw MTWW_- =

€3 wated wieetty Vanguard Asset Management Limited-& 4TS wfs 31 Aures o -‘ﬁlﬁw

T3, (TRY, T Bfefie 18w Raw R, m\mmﬁﬁs@ﬁmmamvﬁﬂaw»waa
Wbuaa\mmﬂmvﬁmﬂmwﬁﬂm Qoosaaﬁﬂbaammﬁmw
STa= Wi FACN:-

- Vanguard Asset Management Limited % 2039 71t Vanguard AML BD Finance Mutual
Fund One #t zrs 74 wif¥% $f%7=w AFC Health Ltd. @ 8.00 (579) % Biest Rfvcant @ Rfvcmt
=778 FrE FReREbY wits aftrs zenm 8% Fww REEReE Tl te 7w gl w6
5.00 () (1 Bret &g STHT ©IfF 2o #9781 wo (fa) e iy B #its ot/ e 291 90

- SfafRs ud bw #1rs AW 0o (fa) fe@ N &t avy @S wATS 4 7, Vanguard A,ss'et
Management Limited %3 30.00 (W) ! 513t Sdqrs s 305 oty 203 932 of F1deq 731 SRl

m(mﬁmwﬁsﬂsmmm@ﬁ(mﬁmmmwww“mmﬁw.
Wi R AfReiy Fae 7@ | a%ivls, $T AW wdve AReie 99 3 W2 Q@ 4 oo SIS |

AT AR & d0.00 () & Bt wfars 4Rs 7@ B wdvs ‘a*ramﬁﬁr@ﬁmw
9FGG IO 9T THFE DPFS INF GG/ AT G AW FAS IR, Wﬁﬁtﬁm
HIZA CASITIF TS St Jg o2t 31 T3 '

et FiRRSTbe s @se PRHe S,

o

5. Vanguard Asset Management Limited (Asset Manager)
Symphony (Level-6), Plot #SE (F) 9,
Road #142, South Avenue,
Gulshan - 1, Dhaka - 1212.

Page 17 of.I‘?




