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(g, Securities and Exchange Ordinance, 1969 @3 Section 2 (cc) cmenme Fhme wid e
FfFefife s «ae <firm @ qreeom SfseRbe s IHEE T WL, d930-97 HAH ¥

Ry, Vanguard Asset Management Limited o3 ST 2033 (A 0 BO™T yos8 o7 Toag @y
Vanguard AML Rupali Bank Balanced Fund -3 fi3ifirs wifals faa® 5 6 2030 wifiey e fiae;

(R Vanguard AML Rupali Bank Balanced Fund-gx ffifrs wiftfe Seadics @ o @
Vanguard AML Rupali Bank Balanced Fund zts f-wi3fte cepioms fRfSTaret R 2039 A AFC
Health Limited-9 v.oo @ift 6=t @32 s05¢ 7w Bengal Poly & Paper Sack Ltd.-a >.¢o @it 5reet
st w1 2e=) S2s wme S T e @ AFC Health Limited-43 8v.00 &% gtz otz @ee
Bengal Poly & Paper Sack Ltd.-9% v.00 & et ¢ @2 wafice TFFIRIT, W 3 TMFH ©.00
I BIwT @92 .0 IS 5161 (B 2,60 @1 5161, AFC Health Limited-a7 2f$ s @f¥fRe 17 30.00
BTPT @32 T AR 3.0 BT @32 Bengal Poly & Paper Sack Ltd.-a7 =S e wifsfys = do.oo
IR @3¢ Cratg FRARMI 3¢.00 BT,

(g, Vanguard AML Rupali Bank Balanced Fund-ax o3 T 2023 (AT 0 REMR Y03y 497
e AfEs il feedivs, B-wiefie @ms ‘AFC Health Limited’-a Vanguard AML Rupali
Bank Balanced Fund2te ==t Rfvart @ wits it s (TRITAT =AM, Sofq sl fa-wisfove comrers
‘Bengal Poly & Paper Sack Ltd.’-a Vanguard AML Rupali Bank Balanced Fund zrs ==t
RIFC0et e wifrs wrsitest wiw o o.00 7% Bret graent zeace

(RY, EAe REeA1Y, Vanguard Asset Management Limited (Assct Manager of Vanguard AMIL,
Rupali Bank Balanced Fund) @32 Investment Corporation ol Bangladesh (Trustee of
Vanguard AML Rupali Bank Balanced Fund) &= =¥tz Vanguard AML BD Finance Mutual Fund
One 2o f3-w12fe e (AFC Health Limited @ Bengal Poly & Paper Sack Ltd.) -a Rficates
Forar et @3 e 212 stear zmfen e, Vanguard Assel Management Limited g fag <yt
FRR O g 7Y oI FCA0RI OF T A @ BRIl ] L Aficafis TR T 11 g

Description of alleged violation of secu rities Liws:

Whereas, Vanguard Asset Management Linited (VAMLL) (Asset Manager) submitted the
Auditors’ Report of ‘Vanguard AML Rupali liank Halanced l‘und” dated 19 March 2023 for the
period from 01 January 2022 to 31 December 2020 In this report, the auditor (Zoha Zaman
Kabir Rashid & Co.) mentioned this piven lollowaig:
Quoted:
Emphasis of Matter....
2. The fund has investinent 1000000 1o of shares at price TK.12.50 each in AFC Health
Ltd. (The company). vepreaenting 4 percent ol total shareholding of the company.
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Based on the audited financial statements of the company as at June 30, 2021, the NAV
per share of the company was TK. 13.12 and Earnings per Share (Basic) TK. 0.15. The said
investment are valued at lower of cost and NAV per share of the company. We could not

conduct any other due diligence and verification in this regard.

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

not conduct any other due diligence and verification in this regard.

Other Matter Paragraph

According to sec. 58(2) of Bangladesh Securities and Exchange Commission Mutual Fund
Bidhimala (Rules), 2001, the trustee and the asset management company shall jointly
perform the valuation of the investment in non-listed securities on quarterly basis.
During our audit, ne such report was received. However, the Board of Trustee has
approved these Financial Statements dated: February 13, 2023 where such valuation is
incorporated. Our opinion is not qualified in respect of these matters.

Unguoted:

g
=

VAML submitted the ‘Portfolio Statement Report of Vanguard AML Rupali Bank Balanced
Fund’ dated 05 October 2023, In this document, it has been noticed that there was
investment of Tk 6.00 crore in AFC Health Ltd. and Tk 1.50 crore totaling to Tk 7.50 crore
both as ‘Cost value’ and ‘Fair value/ Market Value' as Investments in Pre-1P0 Placement from
Vanguard AML Rupali Bank Balanced Fund.

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

uot

1. Invest. in Ordinary Shares of 'Bengal Poly & Paper Sack Ltd. for 6,00,000 nos.

acquisition cost of Tk. 25.00 and revalued rate for Tk, 40.54 on Audited financial
statement as on June 30, 2022 and the Unrealized Gain for Tk. 93,24,000.00.

2. Investment in Ordinary Shares of 'AFC Health 1ad.' for 48,00,000 nos. acquisition cost
of Tk. 12.50 and revalued rate for Tk. 13,18 on Awdited Financial Statement as at June

30, 2021 and the Unrealized Gain for T'k. 29,28,000.00.

The fund has not recognized the unrealived o Total Tk, 1,22,52,000.00 of 'Bengal Poly
& Paper Sack Ltd." and 'AFC Health Ll due to conservative policy. The said unrealized
gain will be recognized as and when it e vealized.

Unquoted:
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Additionally, in the audited financial statements of Vanguard AML Rupali Bank Balanced Fund
for the period of 01 January 2022 to 31 December 2022, it has been noticed that there was
investment of Tk 6.00 crore in ‘AFC Health Ltd.’ and Tk 1.50 crore in ‘Bengal Poly & Paper

Sack Ltd.’ totaling to Tk 7.50 crore as Investments in Pre-IPO Placement from Vanguard
AML Rupali Bank Balanced Fund.

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

But the audited financial statements of ‘AFC Health Limited’ for the period of 01 July 2018 to

30 June 2019 showed the Share Capital as Tk 145.00 crore and no_share premium was
mentioned there.

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

The audited financial statements of ‘Vanguard AML Rupali Bank Balanced Fund’ for the period
from 01 January 2022 to 31 December 2022 doesn’t show any income generated from the

investment made from ‘Vanguard AML Rupali Bank Balanced Fund’ to ‘AFC Health Ltd.’ as
investment in Pre-IPO Placement.

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

A letter was issued to VAML and Investment Corporation of Bangladesh (Trustee of
Vanguard AML Rupali Bank Balanced Fund) dated 14 December 2023 asking for explanation
and relevant documents in connection with the investments in Pre-IPO Placement (AFC

Health Ltd. and Bengal Poly & Paper Sack Ltd.) and also FDRs from Vanguard AML BD
Finance Mutual Fund One.

In response to this letter, VAML sent a letter to the Commission dated 18 December 2023
with explanation of the matters and provided some documents including enclosures.
However, as per the given explanation and received documents from VAML in the reply letter

along the enclosures, some critical findings have been observed which are summarized
below:

1. The Matter Related with Investment in AFC Health Ltd. from Vanguard AML Rupali Bank
Balanced Fund is given in following

A. Summary of different parties and relevant info:

Particulars Description
Name of Truste & Custodian of the Fund Investment Corporation of Bangladesh (ICB)
Letter of Intent from BSEC to AFC Health Ltd, | 29 November 2017 at Tk 10.00 per ordinary
[as per their application dated 31 July 2017 for | share

raving paid-up capital

Page 3 of 34



Bangladesh Securities and Exchange Commission
Enforcement Division
Enforcement Department
Market, Market Intermediaries and Other Affairs Section
www.sec.gov.bd

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

AFC Health Ltd.

Date of Application from Asset manager to
Trustee (ICB)

06 December 2017

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

18 December 2017

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

11 December 2017 at 7k 10.00 per ordinary
share

Date of Investment

21 December 2017

Date of Ordinary Shares

Agreement

Subscription

21 December 217

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

Amount of Investment

Total Tk 6.00 crore of total 48.00 lac ordinary
shares at Tk 10,00 face value and additional
Tk 2.50 as share premium totaling to Tk 12.50
per share

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

Approved investment Standard from BSEC

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

Assumed Illegal Transfers through showing
Investment

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

Assumed Liable Parties related with Vanguard |i. Asset manager (Vanguard Asset
AML Rupali Bank Balanced Fund Management Limited),
ii. Trustee (Investment Corporation of

Bangladesh (ICB);
lil. AFC Health Ltd. (in which company the
investment made from the fund)

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

11 December 2017

Quoted:

../issuing 7,50,00,000 (Seven crore fifty L anly) ordinary shares of 10/- each to the
existing and other than existing sharcholder ol the company in cash consideration
Unquoted

C. However, but Vanguard Assct Management Limited invested in 48,00,000 Ordinary
Shares of AFC Health Ltd. from the fund at Tl 1250 per share.

D. The money reccipts of the mvestment i lram “Vanguard AMI, Rupali Bank Balanced
Fund (Bank A/C No. FEZTO20424001) 1o AFC Health Ltd. show two copies in which
the first one is of Tl 480 crove and another ane was Tk, 1.20 crore totaling to (Tk 4.80
crore + Tk 1.20 crore) or, Tl o.00 crove which b very surprising and unusual.
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The copy of money receipts should be a single receipt of Tk 6.00 crore. But the Asset
Manager (transferred the money from Vanguard AML Rupali Bank Balanced Fund
(Bank A/C No 1121924424001) to AFC Health Ltd. at two different receipts of Tk 4.80
crere and Tk 1.20 crore respectively what it suspicious.

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

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

E. Trustee of the Fund (Investment Corporation of Bangladesh) gave permission of this
investment by mentioning following:

Quoted

SIS GaTGT TAT 1T TITATS 5" 7 Sta 970 SFwrT (@I3R) Ae4r 79017 Trust Deed
9 TG 8.2.50 T TrRT G FH RIACHIERTT T FTTAATE [t FHET AFIAA T
Unquoted

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

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

A. Summary of different parties and relevant info:

Particulars Description
Name of Truste & Custodian of the | Investment Corporation of Bangladesh (ICB)
Fund
Name of the Company where the Bengal Poly & Paper Sack Ltd.
Asset Manager made investment
decision from the fund
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Date of Consent of BSEC to raise
capital of Bengal Poly & Paper Sack
Ltd. as per their application

29 September 2013 at Tk 10.00 per ordinary share

Date of Investment

17 December 2013

Shares Subscription Agreement

No document found

Amount of Investment

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

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

Approved investment Standard from
BSEC

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

Assumed Illegal Transfers through
showing Investment

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

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

However, it is observed that Bengal Poly & Paper
Sack Ltd. failed to go public as per prescribed rules

Ltd. of BSBC. The matters of Bengal Poly & Paper Suck
Ltd. and Bengal Flexipak Ltd. for buying shares

from Vanguard AML Rupali Bank Balanced Fund is

unresolved.
Assumed Liable Parties related with | i. Asset manager (Vanguard Asset Management
Vanguard AML Rupali Bank Balanced Limited)
Fund il. Trustee (Investment Corporation of Bangladesh
(ICB);

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

investment was made from the fand)

- However, as per the Consent for raising of Paid-up Capital from BSEC to Bengal Poly &
Paper Sack Ltd. dated 29 September 2013 at Tk 10.00 per ordinary share
Quoted
“..by issuing 80,00,000 ordinary shares @Tk. 10/- each totaling Tk. 8,00,00,000/ (Taka eight

crore) only.”
Unquoted

. However, it is observed that VAML invested in 6.00 lac shares of Bengal Poly & Paper
Sack Ltd. from Vanguard AML Rupali Bank Balanced Fund dated 17 December 2013 at
Tk 25.00 (Fac value Tk 10.00 and Including Tk 15.00 as premium) per share it posits
that VAML intentionally made the investment form Vanguard AML Rupali Bank
Balanced Fund to Bengal Poly & Paper Sack Ltd. dated 17 December 2023 for illegal
transfers of Tk 90 lac from the fund in the name of share premium. As per the
statement of financial position of Bengal Poly & Paper Sack Ltd. the share Capital was
of Tk 28.06 crore and share premium of Tk 12.00 crore. No specific information of
share premium per share was shown in the submitted documents This indicates that
some intentional and illegal transfers what could be of Tk 90.00 lac of Share premium
from the "Vanguard AML Rupali Bank Balanced Fund was made to 'Bengal Poly &
Paper Sack Ltd.’
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D. Although in the letter the Commission gave comment of Tk 10.00 per share of the
existing and other than existing shareholders of the company, VAML invested from
'Vanguard AML Rupali Bank Balanced Fund’ in 6.00 lac shares of Bengal Poly & Paper
Sack Ltd. at a price of Tk 25.00 (Tk 15 premium per share) per share totaling to (6.00
lac shares * Tk 15.00 per share) Or, Tk 90.00 lac. It is well understood that the Trustee
(ICB) knew all the matters but did not take required step against illegal transfer of
money from the fund in the name of such investment,

Contravention:

As per the above findings, the Asset manager (Vanguard Asset Management Limited) of the
fund namely "Vanguard AML Rupali Bank Balanced Fund has violated =f& vo (3), wo (») and
R ey, ¢v of BifFEfRbw ¢ wars ohirm (Fr8grr @) Rif¥wret, yo00 regarding the following as per
the correspondence and received documents

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

ii. the investment of Tk 1.50 crore in 6.00 lac ordinary shares of Bengal Poly & Paper
Sack Ltd. at Tk 10.00 per share and Tk 15.00 share premium totaling to Tk 25.00
per share

Later, after noticing several critical issues, letter was issued to Asset Manager- Vanguard
Asset Management Limited, Trustee- Investment Corporation of Bangladesh, Auditor- Malek
Siddiqui Wali & Co. Chartered Accountants of ‘Vanguard AML Rupali Bank Balanced Fund’
dated 24 March 2025. Accordingly, the Commission received responses from them. The
observations on their letter responses are given in following:

Observation on Asset Manager of Vanguard AML Rupali Bank Balanced Fund

Concerned Observation of BSEC
Parties

a. Letter from Point: a. Vanguard Asset Management Limited (VAML) referred a meeting
Asset Manager- | dated 30 & 31 October 2023 with Mr. Md. Mizanur Rahman (former BESC
Vanguard Asset | Commissioner-IMD) regarding impairment of the investment in AFC Health

Management Ltd. However, VAML did not provide any supporting documents e.g. meeting
Limited dated 07 | notice letter from BSEC, names of concerned parties of the meeting, taken
April 2025 decisions in meeting, meeting minutes as the evidence of this meeting.

Mareover, the respective BSEC file of the fund proves that no such meeting on
30 & 31 October was held. Additionally, the preparation of the audited financial
statements is directly connected with the respective mutual fund, asset
manager, trustee and auditor,

There is no scope for any concerned party to submit the draft audited financial
Statements to the Commission for reviewal from the Commission to finalize it.
No securities laws have such scope. Moreover, it would also raise the issue of
conflict of interests if there were any such provision in securities laws.

Furthermore, being registered as an asset management company from BSEC,
each asset manager has to follow the respective securities laws. Without
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following the securities laws and having any written instruction from BSI(
ensuring due proceeding,

VAML being an asset manager can’t refer any such meeting. It also signilicant ly
contravened the of the RfEsiet o (3) of the FRAERbE ¢ waTse FHEP (UGl 3lv)
fRf¥e, s00d> by referring such meeting without duly following the securities
rules.

Moreover, VAML issued letters to ICB (trustee of the fund) dated 05
November 2023 and 23 January 2024 referring the meeting and puideline
from the then Commissioner Mr. Mizanur Rahman regarding charping the
provision. However, the investment was made on 21 December 2017.

Moreover, the sub-clauses (*) and (9) of 7=t & of ¥ w&fr of (he PilwGlabe @
435G T (Fregram wre) RIS, 200d are given in following,

Quoted:

(o) T MG arere ar R ovea fifdem RS Af¥e safs 77 9 w3 bl wfivs
22| (e sl awe otm R e 22es fRegme wives Rem 3087 ot Ay 43 asicad ol sy
«fat o 1 epiee oA gk oy Wb w13

(%) e MG Ffern [ivwte w7 ot it sfefs sy ofirs 23m@)

Unquoted:

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

| Point: b. As per the letter from Trustee (ICB)dated 24 May 2025, it is observed
that VAML hadn’t received any financial statements from AlI'C Health Lud. since
the year 2021.

However, VAML in their letter dated 07 April 2025 intentionally hid this to the
Commission regarding the matter of not getting the financial statements from
AFC Health Ltd. since 2021.

VAML referred the consent of charging provision received from the trustee
(ICB) letter dated 18 February 2024. However, in the last 6 years, VAML did
not take due step on time. Rather, VAML showed inflated NAV at fair value of
the fund across the years. It's a deception to the investors by showing inflated
NAV at fair value as any investor usually makes investment decision in any
mutual fund by seeing the NAV at fair value of the fund.

Surprisingly, based on the analysis of the financial statements as of 30
September 2023, it has been observed that the fair value (or revalued value)
per share of AFC Health Ltd. was recorded at Tk 12.50 under the Vanguard
AML Rupali Bank Balanced Fund whereas it was reported as merely Tk 0.10
under the Vanguard AML BD Finance Mutual Fund One. It also reveals the
fraudulent practice of VAML to delude the concerned parties.

Point: C. VAML published and submitted the portfolio statements dated 31
December 2023 of the Vanguard AML Rupali Bank Balanced Fund showing the
investment value at Tk 6.00 crore earlier. But VAML published and submitted
the financial statements dated 31 December 2023 of Vanguard AML Rupali
Bank Balanced Fund showing the investment value at only Tk 4.80 lac later.
Thus, the financial information dated 31 December 2023 was not same for

ﬁ/—ﬁ
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[ portfolio statements and financial statements. T

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

Surprisingly, an analysis of the financial Statements as of 30 September 2023
reveals a significant inconsistency in the reported fair value per share of AFC
Health Ltd. Under the Vanguard AML Rupali Bank Balanced Fund, the fair
value was recorded at Tk 12.50 per share, while under the Vanguard AML BD
Finance Mutual Fund One, it was reported as a mere Tk 0.10. This glaring
discrepancy raises serious concerns and strongly indicates a deliberate
‘ attempt by VAML to mislead stakeholders.

in a letter dated 18 February 2024. However, it is critical to note that VAML
failed to take appropriate action over the past six years. Instead, it consistently
reported an inflated Net Asset Value (NAV) at fair value, thereby distorting the
financial picture presented to investors.

/ VAML referred to the trustee's (ICB) consent for charging provisions, as stated

This practice constitutes a serious breach of fiduciary responsibility. By
misrepresenting the fair value NAV, VAML potentially deceived investors,
many of whom rely heavily on the fair value NAV when making investment
decisions in mutual funds. The pattern of delayed action and inflated
valuations suggests not only negligence but a calculated effort to present an
artificially strong financial position.

explanation with having no proper documentation.

As per the above-mentioned discussions, it is assumed that the asset manager-
VAML contravened Rf¥ voes), oo (v), ¢v, ¢v, ¢» of Bshts o GFEE Flpm
( WE T TTT) %ﬁﬁlﬁn, 00Y,

Additionally, as per the above-mentioned observations, it is also assumed that
asset manager- VAML contravened Rf¥ a5 of the Fifehifw ¢ wmwe shmm
(Fregrarsr =) i, so0d for failing to provide the details to the Commission
and the investors regarding the causes of the investment in AFC Health Ltd. not
yielding the desired returns. VAML also contravened the f&f® qo (3) of the
Ffethifte ¢ uwme <fem (GSgmm =) faf¥m=, 008 for not clarifying and

providing evidence of documents of the aforesaid meeting,

In the above, it is evident that VAML provided fabricated and vague
|
|

Furthermore, ICB (trustee) enclosed a copy of letter sent to VAML dared 18
February 2024 and a relevant part of the letter is quoted in following,

Quoted:
@) AFC Health Ltd. ¢ Rfimatnge 94 o CFIS A ST O O Fosfret 7o e @RS
FITe (TS TS 309

Unquoted:

Thus, it is understood that there was an important instruction from ICB
(trustee) that ‘if the money invested in AFC Health Ltd is not returned, it must be
fully returned to the fund by the asset management company. However, VAML
completely hid this matter to the Commission in their letter,
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T, @W{@Wﬁﬁ@ﬁi@?ﬁﬁﬂﬁﬂ%ﬁﬂ%ﬁ%ﬁ%ﬁﬁ@%ﬁﬁ%@ﬁ%ﬁ@ﬁmwﬁ
), ko3¢ SIfftem R/ Tt i o us/z088/s 54 EFE Vanguard Asset Management Limited
-(F GIHTT 3%, 03¢ WWﬁWW@ﬁGWWWI TS CIrebER 38
AIMTS &S 2w Vanguard Asset Management Limited -3 *% g ex1eerg AT GIYR, awfE @
fzs; G SIS B2 GHYF, M8 =t rer; SRS W R, o7 18 v a1, 2P e BRI

(18 Fere 9w, ff% (on behalf) ®#ifys 2t credws 23, R0%¢ OIFTAT *tam A4y Fafifire goy wifde
FEA;

“Vanguard AML Rupali Bank Balanced Fund (hereinafter referred to as “VAMLRBBF” and/ or
“the Fund”) is a listed closed-end mutual fund established on 21 November 2013 under the Trust
Act, 1882, registered under the Registration Act, 1908 and subsequently on 12 December 2013
registered as a Close-End Mutual Fund from the Bangladesh Securities and Exchange
Commission with initial tenure of 10 years under Securities and Exchange Commission (Mutual
Fund) Rules, 2001 for a total paid-up capital of Taka 158.745 crore divided into 15.8745 crore
units of Taka 10 each, The Fund was listed with Dhaka Stock Exchange PLC on 15 November
2016 and Chittagong Stock Exchange PLC on 10 November 2016 and started its trading
operation from 05 December 2016 under the code of "VAMLRBBF". Investment Corporation of
Bangladesh (ICB) is the Trustee and the Custodian of the Fund and Vanguard Asset Management
Limited (“Vanguard” and/ or “"VAML") is the Asset Manager of the Fund.

Vanguard AML Rupali Bank Balanced Fund (“VAMLRBBF”) participated in the paid-up capital
raising process of AFC Health Limited (“AFC Health”) through Pre-1P0O placement of 48,00,000
shares of the Company for Tk. 6,00,00,000.00 (Taka Six crore) only i.e. at an acquisition price of

Tk. 12,50 (Taka Twelve and Paisa fifty only) per share, which includes share premium of Tk, 2.50
per share.

Vanguard AML Rupali Bank Balanced Fund (“VAMLRBBF”) also participated in the paid-up
capital raising process of Bengal Poly and Paper Sack Limited (hercinafter referred to as “Bengal
Poly”), through Pre-1PQ placement of 6,00,000 (Six lac) shares of the Company on 17.12.2013 for
Tk. 1,50,00,000.00 (Taka one crore fifty lac only) ie. at an acquisition price of Tk, 25 (Taka
Twenty five only) per share, which includes share premium of Tk. I'k. 15 per share,

In strict compliance of the securities laws, the VAML duly informed the Trustee of Vanguard
AML Rupali Bank Balanced Fund (VAMLRBBF) and submitted compliance reporting to the
Bangladesh Securities and Exchange Commission (BSEC), in accordance with Regulations 55 and
56 of the Securities and Exchange Commission (Mutual Fund) Regulations, 2001 and the
respective Trust Deed, with respect to its participation in the said capital raising initiative of
both the companies AFC Health and Bengal Poly.

The investment in AFC Health Limited and Bengal Poly and Paper Sack Limited was made in
strict compliance to the Securities and Exchange Commission (Mutual Fund) Rules, 2001
(hereinafter referred to as “the 2001 Rules” or “Mutual Fund Rules;, 2001"), including but not

limited to Rules 33(1), 33(8), 55, 56, 58, 70(1) and 71 as well ay within the parameters provided
in Trust Deed dated 21 November, 2013.

The parawise written explanation of VAML (o (he Show  Cause Notice No.
BSEC/Enforcement/3564/2024/997 dated 31 August 2024 iy provided belows:

< 4 .H_\\)
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PARAWISE WRITTEN EXPLANATION TO SHOW CAUSE NOTICE

I Share Premium

Quoted:

1.A.
Assumed illegal | As the 2.50 per share premium equivalent to Tk, {112.50x
Transfers through 48.,00.,000)(10.00 x 48.,00.,000)) or Tk. 1.20 crore dated 21
showing investment | December 2017

1.B. As per the Consent for Raising of Paid-up Capital from BSEC to AFC Health Ltd. dated 11
December 2017

Quoted

“..Issuing 7,50,00,000 (Seven crore fifty lac only) ordinary shares of 10/- each to the existing and
other than existing shareholders of the company in cash consideration”

1.C. However, but Vanguard Asset Management Limited invested in 48,00,000 Ordinary Shares of
AFC Health Ltd. from the fund at Tk 12,50 per share.
Unquoted
Response:

1. Vanguard AML Rupali Bank Balanced Fund (“VAMLRBBF”) is a listed closed-end mutual fund,
duly constituted under the Securities and Exchange Commission (Mutual Fund) Regulations,
2001, and managed by Vanguard Asset Management Limited (“VAML™. In its capacity as
Asset Manager, VAMI, participated in the paid-up capital raising initiative of AFC Heallh
Limited (“the Company”) through a Pre-IPQ private placement, subscribing to 48,00,000
ordinary shares of the Company at an aggregate consideration of Tk. 6,00,00,000 (Taka six
crore only), at an acquisition price of Tk. 12.50 (Taka twelve and paisa fifty only) per
share, inclusive of a share premium of Tk. 2.50 per share.

2. As per the duly executed Ordinary Share Subscription Agreement dated 21 Decemher

2017 (Enclosure- 03), VAMLRBBF lawfully remitted the subscription amount of Tk, 6.00
crore to AFC Health Limited against allotment of the said 48,00,000 shares. The subscription
monies were transferred strictly through two (2) account payce cheques (Enclosure- 01),
thereby ensuring transparency, traceability, and compliance with all applicable banking and
securities regulations.

3. Prior to the investment, VAML conducted a rigorous due diligence exercise, in full compliance

with Rule 55 of the Securities and Exchange Commission (Mutual Fund) Regulations,

2001, which mandates asset managers to analyse Lhe financial conditions of the issuer,
review its audited financial statements, and evaluate the investment in light of the stated
investment objectives and the restrictions enumcrated in the Fifth Schedule of the
Regulations. Only upon such review, and after satislying ilself that the investment was
consistent with the governing legal and regulatory lramework, VAML proceeded with the
subscription.

4. It is further submitted that, although the initial proposal from AFC Health Limited (vide its
letter dated 05 December 201 7, subsequent to BSEC's lotter of intent dated 29 November
2017) suggested a subscription at Tk, 10,00 per share, its Managing Director verbally
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proposed a price of Tk. 15.00 per share. At that juncture, VAML undertook a detailed review
of the Company’s audited accounts, its business prospects, and expansion plans.

_ At the time, AFC Health Limited had two hospitals in operation associated with world
renowned hospital Fortis Escort Health Institute of India, with a very good reputation
located in Khulna and Chittagong in the name of “AFC Health-Fortis Heart Institute, Khulna”
and “AFC Health-Fortis Heart Institute, Chittagong” respectively. The Company applied for
raising its capital for further extension of their tertiary hospitals in Comilla and other cities
like Narayanganj and Sylhet. The planned capacity of the hospital in Comilla was doubled in
comparison to the hospitals in Khulna and Chittagong together. After reviewing their audited
accounts and considering their future prospects, business plan, association with Fortis
Escorts Heart Institute of India and their expansion plan, the forecasted valuation
(Enclosure- 02) of the Company came around Tk. 15.60 per share considering post issue
number of shares which is Tk. 145 crores paid up capital after capital raising.

. After extensive negotiations, the parties reached a commercial settlement, pursuant to which
VAML subscribed to the Company’s shares at Tk. 12.50 per share. This price reflected not
only the Company’s goodwill and established reputation but was also below the Company’s
Net Asset Value (NAV) of Tk. 12.63 per share as of 30 June 2017 and the negotiated
acquisition price which was based on its financial statements and auditor’s report for the
period end 30 June 2017. Accordingly, the agreed acquisition price was not only commercially
justified but also conservative in relation to intrinsic value. Following the agreement, VAML
duly initiated and completed all necessary regulatory steps (Enclosure- 03) prior to
executing the investment.

. It is pertinent to mention here that VAMLRBBF made the investment in ordinary shares of
AFC Health Limited on 21 December, 2017. Subsequently, BSEC approved the raising of
capital by way of Initial Public Offering (IPO) for Taka 17 Crore (Taka Seventeen Crore) only.
The said IPO approval was given by BSEC in the 740t Commission meeting held on 16
September, 2020. The relevant part of the Press Release of the 740t Commission meeting
held on 16 September 2020 is quoted below:
CLBiE)
a8 BT B BT T db/ob /030 ST FRETH T FTF GITTW TP foremr wazare--
ST 7 FETETg ST T | O S W e Frarer 8 20e ¢

o, TR s o AFC Health Ltd. 7 @fSf so Bl &7 To09 3.0 (16 AR (R i
st g (IPQ) €7 WEITH 25 TR ST ALAM &A1 PR 1% [PO @& Wy @D sa.00
(1w G Breet <ifer SraEm Fa TS @ Fwww (Machineries & Equipment) ¥ @ @i
sio] SELAE X965 YT Y A | (@G w0 (% GH, 05 OIFTY FME I ey fedi s =i
fradt S AReEEe =Yl (6 s o (NAV without revaluation) BT 0.5 (GG
O T A WEl) R T & W (EPS) T .84 TIs g TE e Al =
(Weighted average EPS) SR o.v8 | (er=ifafos &F ageiid wifitg fafére atawe Imperial
Capital Limited & CAPM Advisory Limited | &4 &, SERG S ARG oW @ W
R SReT CTaTER BT @i 25 erer® qay e (Eligible Investor) T ST aRel
e ot 20s 4TS oty B et oira eifrerge FRPSRGTS ISR T FTIOT o3 (=) &G T
R 2rers 2 W Bk 2 220

= ](
{)
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[n granting the said Consent, BSEC duly reviewed, considered, and analyzed the Audited
Financial Statements of AFC Health Limited for the immediately preceding five (5) years, or
such shorter period during which the issuer was in commercial operation, in accordance with
the Dhaka Stock Exchange (Listing) Regulations, 2015. Based on the audited financial
statements of AFC Health Limited for the period ended 30 June 2019, BSEC recorded the Net
Asset Value (NAV) per share (without revaluation) at Tk. 13.13 (Taka Thirteen and paisa
thirteen), the Earnings Per Share (EPS) at Tk. 1.47 (Taka One and paisa forty-seven), and the
weighted average EPS at Tk, 0.84 (Taka paisa eighty-four). Accordingly, it is evident that the
VAMLRBBF’s investment in AFC Health Limited at Tk. 12.50 per share was well within the
valuation parameters i.e. NAV of Tk. 13.13 as subsequently acknowledged and endorsed by
BSEC itself in the IPO approval, thereby reaffirming the propriety and lawfulness of the
VAMLRBBF’s investment decision.

8. In view of the above, the allegation of “assumed illegal transfers through showing investment”
is unfounded and misconceived. The investment was bona fide, commercially prudent,
regulatorily compliant, and executed strictly in accordance with the governing statutory
framework, including the Securities and Exchange Ordinance, 1969, the Securities and
Exchange Commission (Mutual Fund) Rules, 2001, the Trust Deed of VAMLRBBF, and all
applicable directives of BSEC.

II. Share Premium Payment made to AFC Health Limited
Quoted:

1.D. The money receipts of the investment in from Vanguard AML Rupali Bank Balanced Fund
(Bank A/C No. 1121 924424001) to AFC Health Ltd. show two copies in which the first one is of Tk
4.80 crore and another one was Tk. 1.20 crore totalling to (Tk 4.80 crore + Tk 1.20 crore) or, Tk
6.00 crore which is very surprising and unusual.

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

It posits that Vanguard Asset Management Limited intentionally manipulated the transfers from
Vanguard AML Rupali Bank Balanced Fund to AFC Hedlth Ltd. in two different transfers so that Tk
6.00 crore could reflect the investment made at face value of Tk 10.00 totaling to Tk 4.80 crore (Tk
10.00 x 48,00,000 no. of shares). And anather transfer of Tk 1.20 crore as share premium (Tk 2.50
per share x 48,00,000 no. of shares) was done separately to hide the illegal transfer of Tk 2.50 per
share made in the name investment made in the name of share premium. The investment of Tk 6.00
crore in AFC Health Ltd. has been reported in all the audited financial statements of Vanguard AML
Rupali Bank Balanced Fund from 2017 to 2022, But the Audited Financial Statements of AFC Health
Ltd. dated 30 June in each year from 2018 to 2021 show that there was 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 1.20 crore in the name of the Share premium of the "Vanguard AML Rupali
Bank Balanced Fund" was made to AFC Health Ltd.

Unquoted
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Response:

9. At the outset, it is respectfully submitted that the allegation of intentional manipulation and
illegal transfer by Vanguard Asset Management Limited (“VAML") in connection with the
subscription of ordinary shares of AFC Health Limited is wholly misconceived, factually
untenable, and devoid of legal basis.

10. The undisputed position is that Vanguard AML Rupali Bank Balanced Fund (Bank A/C No.
1121924424001) subscribed to 48,00,000 ordinary shares of AFC Health Limited at an
aggregate consideration of Tk. 6.00 crore, upon making full disclosure, with complete
transparency and strictly in accordance with the terms of the Ordinary Share Subscription
Agreement executed between the parties for investment in the ordinary shares of the
Company.

11. In discharge of this contractual obligation, and in compliance with the requirement of AFC
Health Limited, VAML issued two (2) account payee cheques in favour of AFC Health Limited,
the particulars of which are as follows:

| -
Subscription & | R —
Afisument of ordinary ‘ Share Acquisition Cheque No. & Date Payment Bank & Branch
| Amount Name
Shares
Tk. 4,80,00,000.00 #711373 21 December 2017 The City Banl¢ Ltd. &
48,00,000 Tk. 1.20,00,000.00 #711374 21 December 2017 Gulshan Avenue Branch

12. Upon receipt of the above payments, AFC Health Limited duly issued two (2) moncy
receipts acknowledging the said payments as share money deposit (Enclosure- 04). The
bifurcation of the subscription amount into two cheques was done purely for administrative
and accounting convenience of the issuer company, and not at the instanee of VAML. 1t is
respectfully emphasized that there is no statutory, regulatory, or contractual
prohibition against making such payment by way of two instruments. provided the total
subscription consideration is duly paid and disclosed.

13. The allegation that Tk. 1.20 crore represented a purported “hane premium” which was
“illegally transferred” is entirely misconceived. The investment w.a, recorded, disclosed,
and reported in full in the Ordinary Share Subscription Aprecieut daied 21 December 2017
and also in the audited financial statements of the Fund frony the peviod cuding 31 December

2017 to date, as well as in the mandatory quarterly reports

14. Further, VAML duly disclosed the exact details aud nobes of the said investment, with
details of the intention to subscribe to 48,00,000 ordiiy e ol (e AFC Health Ltd. at
the acquisition price Tk. 12.50 per share (Tk. 2.50 premivm per <hare) ol share Taka 10 face
value, both prior to and after the investment to BUEC thiaugho ltter dated 17 December
2017 (Enclosure- 05) and to the Trustee theongh it letten dated 06 December 2017
(Enclosure- 06) In compliance with the Mutual el trale . ol the said investment was
also disclosed in the Quarterly report @ well s in the Andited Reports of Vanguard AML

Rupali Bank Balanced Fund.

15. As such it is clear that VAMI, made all the appopniate dichosure pre and post investment
time-frame. Thus, the investment und dbe terme oeie July transparent, consistently

A

disclosed, and never concealed.
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16, It is further submitted that, under the provisions of the Securities and Exchange
Commission (Mutual Fund) Rules, 2001, there exists no prohibition against splitting the
subscription consideration into more than one cheque provided that the aggregate payment
corresponds to the disclosed and approved value of the investment. In the present case,
VAML in the audited accounts of Vanguard AML Rupali Bank Balanced Fund clearly and
consistently reflect the total subscription amount of Tk. 6.00 crore as the consideration for
the said 48,00,000 ordinary shares of AFC Health Limited. Any divergence, if at all, between
the audited financial statements of AFC Health Limited and the Fund’s audited records can
only be attributed to the internal accounting and reporting practices of AFC Health Limited,
over which VAML had neither control nor responsibility. Therefore, VAML cannot in any
manner be held liable for such unilateral representations made by AFC Health Limited in its
own financial statements.

17. Accordingly, the allegation that VAML has engaged in illegal transfer, manipulation, or hiding
of funds is baseless, speculative, and contrary to documentary evidence on record. The
payments were made lawfully by 2 (two) account payee cheques in favor of ‘AFC Health Ltd.’,
acknowledged by the issuer, disclosed to the regulator and Trustee, and audited
transparently for multiple financial years.

18. [n view of the above, it is respectfully submitted that the allegation raised against VAML has
no factual foundation or legal merit and, therefore may kindly be dropped in limine.

IIL. Investment made in AFC Health Limited in compliance with the Mutual Fund Rules, 2001
Quoted
L.E. Trustee of the Fund (Investment Corporation of Bangladesh) gave permission of this
investment by mentioning following:
Quoted
ST GaTIT FAE FRF FAHE TS -4 T 97 I (HEAY-aF T Fffre Trust
Deed 97 4177 8.3.50 7¢ TRT TP T [RiAEweTs WY Feawryde [ ey AR
Unguoted

Response:

19. It is respectfully submitted that, in strict compliance with Rule 33(1) of the Securities and
Exchange Commission (Mutual Fund) Rules, 2001, Vanguard Asset Management Limited
(“VAML"), as the Asset Manager of the Fund, undertook all necessary and reasonable steps
prior to making its investment in AFC Health Limited. The investment was made fully in
accordance with the provisions of the Trust Deed executed between the Trustee,
Investment Corporation of Bangladesh (ICB), and VAML, including the authority
conferred under Clause 4.2.13 of the Trust Deed, which empowers the Asset Manager to
make investments in compliance with applicable regulatory requirements and upon
intimation to the Trustee, which VAML accordingly did.

20. In this connection, it is submitted that VAML duly intimated the Trustee, ICB, regarding the
proposed investment, as evidenced in the Trustee’s contemporaneous records and replied
letter to VAML date 18 December 2017 (Enclosure- 07). The investment decision was made

>
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following a comprehensive valuation of the shares of AFC Health Limited (Enclosure-
02), based on the audited financial statements of the company and its projected future
business prospects. Both prior to and subsequent to the investment, VAML submitted the
valuation report and related disclosures to the Bangladesh Securities and Exchange
Commission (BSEC) with a letter dated 17 December 2017 and to the Trustee with a letter
dated 06 December 2017, thereby ensuring full transparency, regulatory compliance, and
adherence to the Fund’s Trust Deed.

It is thus evident that VAML acted strictly within the authority granted under Clause 4.2.13
of the Trust Deed, fully complied with Rule 33(1) of the Mutual Fund Rules, 2001, and took
all prudent steps to safeguard the interests of the Fund and its unit-holders. There is
therefore no question of any breach, contravention, or unauthorized investment by VAML in
AFC Health Limited.

IV. Share Premium payment is not “Arranger fee”

22

23

24,

Quoted:

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

Unquoted
Response:
. VAML categorically states that the share premium amount of Tk, 1.20 crore was paid to AFC

Health Limited pursuant to the duly executed Ordinary Share Subscription Agreement
dated 21 December 2017. The payment was made to the Company by account payee cheque
and payment was made as per the Ordinary Share Subscription Agreement at the acquisition
cost Taka 12.50 which included the share premium of Tk. 2.50 per share. Please note that
AFC Health Ltd. sent a letter to VAML on 07 November 2023, not 17 December 2023 as
mentioned in the Show Cause Notice.

. The amount of Tk. 2.50 per share was never inlended to be anything other than share
premium let alone “arranger fee.” The said amount has been recorded in the books of account
of the Fund as investment and not claimed as an cxpense such as “arranger fee”. The fact that
AFC Health Limited later claims the share premium amount as a third-party fee is a
misstatement on their part and does not, in any manner, allect or impute any irregularity on
VAML. Any failure to disclose the amount correctly s share premium in AFC Health
Limited's books of account counstitutes a breach of applicable laws and regulations on the
part of AFC Health Limited, which cannot be attributable to VAML in any way since VAML
made all the appropriate disclosures to BSEC and the Troustee,

In fact it has come to our knowledpe that the BSEC did conduct an inquiry upon AFC Health
Ltd. into this matter, particularly concerning the non-disclosure of the share premium
amount in their books ol accounl. BSEC issucd o show cause cum hearing Notice No.-
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BSEC/Enforcement/3528/2023/524 on 09 June 2024, against which AFC Health Ltd.
Submitted a written explanation on 28 October 2024 and hearing was held on the same date
i.e. 28 October 2024. Upon hearing and in consideration of the submissions of AFC Health
Limited, BSEC vide its letter No. BSEC/Enforcement/3528/2023/905 dated 06 August 2025
disposed of the matter against AFC Health Ltd and did not impose any sanction or penalty
upon AFC Health Limited. Although in the instant show cause notice dated 31 August 2024,
BSEC categorically stated that AFC Health Limited is one of the three liable parties, however
upon investigation BSEC did not find any violation of AFC Health warranting any sanction.

25. Accordingly, if the entity that actually received the share premium from investors (such as
VAML) and subsequently failed to disclose the same in its books of account, was not found to
be in breach of securities laws, it is inconceivable that the investor, who duly made the
investment and thereafter made all the required disclosures, could now be alleged to have
violated securities laws.

26. It is respectfully submitted that the payment of Tk. 1.20 crore was made by VAML as part of
the negotiated share premium for the acquisition of 48,00,000 ordinary shares of AFC
Health Limited at Tk. 12,50 per share (inclusive of Tk. 2.50 per share premium), as
expressly provided in the Ordinary Share Subscription Agreement dated 21 December
2017. This premium was determined following comprehensive due diligence, financial
analysis, and valuation of the company’s prospects, conducted in compliance with Rule 56 of
the Securities and Exchange Commission (Mutual Fund) Rules, 2001, which mandates
proper evaluation of a company’s financial position and future prospects prior to investment.

27. VAML fully disclosed the share premium in all fund records, audited statements, quarterly
reports, and communications with both the Trustee (Enclosure- 08) and BSEC. The
investment was, at all times, transparent, compliant, and in accordance with applicable laws
and regulations.

28. As such, it is thus evident that the allegation of VAML “hiding” Tk. 1.20 crore under the guise
of an arranger fee is factually and legally unfounded. VAML'’s transaction was fully compliant,
transparent, and in accordance with both regulatory requirements and the Ordinary Share
Subscription Agreement.

V. Investment made in Bengal Poly in compliance with the Mutual Fund Rules, 2001
Quoted
2.B. However, as per the Consent for raising of Paid-up Capital from BSEC to Bengal Poly
& Puper Sack Lid. dated 29 September 2013 at Tk 10.00 per ordinary share
“ .. by issuing 80,00,000 ordinary shares @ Tk. 10/~ each totaling Tk. 8,00,00,000/- (Taka
eight crore) only.”™
Unquoted
Response:
29. Tt is respectfully submitted that VAMLRBBF has participated in the paid-up capital raising of
Bengal Poly and Paper Sack Limited in full compliance with the terms of the Consent for

Raising of Paid-up Capital issued by BSEC dated 29 September 2013, which authorized the
issuance of 80,00,000 ordinary shares at Tk. 10.00 per share, totaling Tk. 8.00 crore.
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30. In addition, VAMLRBBF also participated in the Pre-IPO placement of 6,00,000 shares of the
Company on 17 December 2013 for a total consideration of Tk. 1,50,00,000.00 (Taka one
crore fifty lac only), at an acquisition price of Tk. 25 per share, which included a share
premium of Tk. 15 per share. The investment of VAMLRBBF is duly reflected in the books of
accounts of the Company and VAMLRBBF, including details of the share premium. The
shareholding position of VAMLRBBF is duly reflected in the Schedule X of Bengal Poly &
Paper Sack Limited, which accurately reflects the Fund’s total investment.

31. Accordingly, the investment of the Fund’s participation in Bengal Poly and Paper Sack
Limited was fully transparent, compliant with BSEC approvals, and properly documented,
leaving no basis for any allegation of non-disclosure, misrepresentation, or irregularity in the
process.

32. Please note that, Bengal Poly and Paper Sack Ltd. has declared 5% cash dividend for its
shareholders for the year ended 30 June 2021, 30 June 2022 and 30 June 2023; 3% cash
dividend for the 30 June 2024 and currently they are in full operation.

VI Share Premium payment made by Pay Order
Quoted

2C. However, it is observed the VAML invested in 6.00 lac shares of Bengal Poly & Paper Sack Ltd.
From Vanguard AML Rupali Bank Balanced Fund dated 17 December 2013 at Tk. 25.00 (Face
value Tk. 10.00 and including Tk. 15.00 as premium) per share it posits that VAML intentionally
made the investment form Vanguard AML Rupali Bank Balanced Fund to Bengal Poly & Paper
Sack Ltd. dated 17 December 2023 for illegal transfers of Tk. 90 Lac from the fund in the name
of share premium. AS per the Statement of financial position of Bengal Poly & Paper Sack Ltd
the Share Capital was of Tk. 28.06 crore and share premium of Tk. 12.00 crore. No Specific
information of Share premium per share was shown in the submitted documents this indicates
that some intentional and illegal transfers what could be of Tk, 90.00 lac of share premium
from “Vanguard AML Rupali Bank Balanced Fund was made to ‘Bengal Poly & Paper Sack Ltd.”

Unquoted
Response:
33, That it is respectfully submitted that the entire payment of Tk. 1.50 crore by Vanguard

AML Rupali Bank Balanced Fund (“VAMLRBBE") for the subscription of 6,00,000
ordinary shares of Bengal Poly and Paper Sack Limited was made through proper

banking channels via a pay-order of Rupali Bank PLC, and the payment was fully disclosed
as the subscription amount for the said shares. The details ol the payment are as follows:
| Subscription &

Share Acquisition
Amount

Payment Bank

Fund Name | Allotment & Branch Name

| of ordinary Shares

I"ay-ovder No. & Date

Vanguard AML Rupali
Bank Balanced Fund

Ho589487/42/835 Rupali Bank Ltd. &

6,00,000 H. 1.51.00,000-00 1/ December 2013 Gulshan Branch
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That after receiving the payments from VAML through pay order, Bengal Poly and Paper Sack
Limited issued a money receipt (Enclosure- 09) stating that the fund has been received o
share money deposit. Since the above-mentioned payments were made out by a pay-order
dated 17 December 2013 and duly reflected in the audited financial statements of the Fund
for the period ended 31 December 2017 (first audited financial statements after listing of the
Fund on 10.11.2016) (Enclosure- 10) and first quarter portfolio statements of the Fund
after its listing as on 31 December 2016 (Enclosure- 11), it neither violated any provisions
of the securities laws including the Mutual Fund Rules, 2001 nor did such payment in any
way amounted to any illegal transfer or manipulation. Further, the investment of the Fund
has also been duly reflected, along with the share premium, in the books of accounts of
Bengal Poly and Paper Sack Limited. These records demonstrate that the investment
transaction was fully transparent, properly accounted for, and compliant with applicable
regulatory requirements.

Accordingly, the allegation that the Tk. 1.50 crore investment comprising Tk. 10 per share
face value and Tk. 15 per share premium—constitutes an illegal transfer or manipulation of
Tk. 90 lakh from the Fund is wholly unfounded. The transaction was made in strict
compliance with the provisions of the Securities and Exchange Commission (Mutual Fund)
Rules, 2001 and there is no factual or legal basis to assert any impropriety on the part of
VAMLRBBF in this investment.

VII. Investment Decision in Bengal Poly
Quoted:
2.D. Although in the letter the Commission gave comment of Tk 10.00 per share of the existing and

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

Unquoted
Response:

36. Although BSEC consented to Bengal Poly and Paper Sack Ltd. issuing shares at face value (Tk.
10.00 per share), Vanguard Asset Management Lid. apreed to subscribe at Tk, 25.00 per
share premium reflecting the company's goodwill and established position and they had plan
to do IPO. This subscription price remained below Bengal Poly and Paper Sack Ltd.'s NAV of
Tk. 29.67 as of audited financial statements ol the Company for the period end 30 June 2013.

37. VAMLRBBF invested in Bengal Poly and Paper Sack Ltd. through subscription of Tk.
1,50,00,000.00 (One Crore Fifty Lac) only tn Pre 1'0 placement shares as per Rule-55 of the
Securities and Exchange Commission (Mutual Fund) Rules, 2001,

38. As Bengal Poly and Paper Sack Ltd. held a roud show on 09 October 2016 for raising capital
through IPO under Book Building Method (when offered above par value) on the base of the
Bangladesh Securities and Exclunge Commizsion (Public Issue) Rules, 2015 dated December
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28, 2015. The Register to the issue was ‘ICB Capital Management Ltd.. At that time, the paid-
up capital of Bengal Poly and Paper Sack Ltd. was Tk. 28,0,6,00,000.00 (Taka Twenty-Eight
Crore Six Lac) only and an issuer could make an application for public offer of its securities if
it has a minimum paid-up capital of Tk. 15 Crore and it offers an amount of at least
equivalent to 10% of its paid-up capital (including intended offer) or Tk. 15 Crore at par
value, whichever is higher.

Later in 2017, the Bangladesh Securities and Exchange Commission (BSEC), through the
Bangladesh Securities and Exchange Commission (Public Issue) Rules (Amendment),
2017 dated 18 June 2017 and published in the Official Gazette on 06 July 2017, revised the
Public Issue Rules. The amendment introduced a new requirement for book-building,
stipulating that:

e the issuer must raise at least Tk. 50 (Fifty) Crore through the book-building public
offer; and
e the issuer must have a minimum existing paid-up capital of Tk. 30 (Thirty) Crore.

Under this new amendment of the Rules, Bengal Poly and Paper Sack Ltd. stopped their IPO
application process under book building method for public offer in the ground of minimum
capital raising requirement (i.e. Tk. 50 Crore) which were not feasible for their business
model and required capital requirement. Hence, it became necessary to withdrawal the
investment in VAMLRBBF from Bengal Poly and Paper Sack Ltd., for that reason Vanguard
AML time to time provided notice to Bengal Poly and Paper Sack Ltd. to return its investment
in VAMLRBBF.

Under this new amendment to the Rules, Bengal Poly and Paper Sack Ltd. discontinued its
IPO application process under the book-building method for public offer on the ground that
the minimum capital-raising requirement of Tk. 50 Crore was not feasible for its business
model and capital needs. Consequently, VAMLRBBF took steps to withdraw its investment
from Bengal Poly and Paper Sack Ltd. For this reason, Vanguard AML from time to time
issued notices to Bengal Poly and Paper Sack Ltd. requiring it to return its investment in
VAMLRBBF.

In pursuance of VAML, a meeting was held between the parties on 12 June 2018, in which it
was decided that Bengal Flexipak Ltd., a sister concern of Bengal Poly and Paper Sack Ltd.
bearing a common management shall purchase the 6,00,000 shares of Bengal Poly and Paper
Sack Ltd. invested by VAMLRBBF. Subsequent to the meeting dated June 12, 2018, the Board
of Directors of Bengal Flexipak Ltd. through a Board Resolution dated June 20, 2018
{Enclosure-12), approved the purchase of 6,00,000 shares of Bengal Poly and Paper Sack
Ltd. and issued a letter dated 27 June 2018 (Enclosure-13) confirming the same and also
promised to complete all the formalities of shared purchase formalities by July, 2018.

Thereafter, VAML on several occasions requested Bengal Flexipak Ltd. to complete the share
purchase. In reply to the requested made by VAML, Bengal Flexipak Ltd. had repeatedly
expressed their commitment to purchase the shares and requested further time in doing so.
However, till date, Bengal Flexipak Ltd. has failed to honour its promise of completing the
formalities of share purchase of Bengal Poly and Paper Sack Ltd. that was invested from

VAMLRBBF.
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VIIL. Provision made against investment in AFC Health Limited
Quoted
3 Point. .a. Vanguard Asset Management Limited (VAML) referred a meeting dated 30 & 31
October 2023 with Mr. Md. Mizanur Rahman (former BSEC Commissioner-IMD) regarding
impairment of the investment in AFC Health Ltd. However, VAML did not provide any supporting
documents (e.g. meeting notice letter from BSEC, minutes of concerned parties of the meeting,
taken decisions in meeting, meeting minutes etc.) as the evidence of this meeting.

Moreover, the respective BSEC office replied to the fund prospectus that no such meeting on 30 &
31 October was held. Additionally, the preparation of the audited financial statements is directly
connected with the respective mutual fund, asset manager, trustee and auditor.

There is no scope for any concerned party to submit the draft audited financial statements of
listed mutual fund for renewal from the Commission finalize it. No securities laws have such
scope. Moreover, it would also raise the issue of conflict of interests if there were any such
provision in securities laws.

Furthermore, as per securities laws, the respective asset management company from BSEC, each
asset manager has to follow their respective securities laws. Without following the securities laws
and having any written instruction from BSEC ensuring due proceeding.

VAML being an asset manager can't refer any such meeting. It also significantly contravened the
of the RfR-00 (3) of the FIFEHALS WS IFTE S ((AEsTa F1%) [A, seos by referring such
meeting without duly following the securities rules.

Moreover, VAML issued letters to ICB (trustee of the fund) dated 05 November 2023 and 23
January 2024 referring the meeting and guideline from the then Commissioner Mr. Mizanur
Rahman regarding charging the provision. However, the investment was made on 21 December
2017.

Moreover, the sub-clauses (%) and (%) of 417 3 @7 8 @F7a of the GifFsEBS aye 97w FA=T
(TAEp7IaT 1) [[FFF1, 2oed are given in following:
(%) T M SHreTE I RIS (ed [ Ry Ay bals yy @ eI J Gy Pl T/

(AT ae aTT T RRCT W T20e (AEGRA S AN A 1Y 737 §F IRTCIF (N AT 7 7 T
wEyren 7 52 8118 9 A13)

() T A N R Yo Wiemwey S my wfine 240
This investment of Tk 6.00 crore in AFC Health Ltd. never provided any return/dividend to the
fund. However, the asset manager never took any step o charge the provision in almost 6

years (21 December 2017 as inception date of investment and 05 November 2023 as the
first letter issued to the trustee). The asset manager did not follow the sub-clauses (%) and ()

of Clause 2 were never applied after almost 06 years since the inception of investment,

Unquoted
Response:
44. That it is submitted that in strict compliance with the said Rule 33(1) of the Mutual Fund
Rules, 2001 VAML took the investment decision in Bengal Poly and Paper Sack Limited, and
such investment is neither inconsistent with nor contrary to the scheme of Vanguard AML
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Rupali Bank Balanced Fund and its Trust Deed. VAML submitted the said valuation report to
the Trustee for incorporation in the funds’ financial statements for the period ended 31
December 2016, 31 March 2017, 30 June 2017, 30 September 2017 and 31 December 2018
(Enclosure- 14) subsequent to the investment. Accordingly, it is evident that VAML has not
committed any breach or violation of Rule 33(1) of the Mutual Fund Rules, 2001.

As per Clause 2, sub-clauses (c) of the 6™ Schedule of the Securities and Exchange
Commission (Mutual Fund) Rules, 2001, the balance sheet of a mutual fund is required to
show the aggregate current value and market value of each type of investment, and any
investment from which no dividends, interest, or cash returns have been received for
more than two years is classified as inactive. The Schedule further requires the mutual
fund to maintain supporting documentation, including securities certificates, cash
dividend records, or other proofs of actual receipt, but it does not mandate immediate
provisioning or write-off upon the mere passage of two years; rather, it provides a
framework for classification, disclosure, and monitoring of inactive investments.

In the present case, the Tk. 6.00 crore investment in AFC Health Limited was correctly
classified as inactive in the Fund’s audited financial statements once it became evident that
no dividends or returns were received. Such determination was fully consistent with the
definition of “inactive” under the 6t Schedule of the Mutual Fund Rules, 2001. VAML
continued to prudently monitor the investment, including valuation and disclosure in
quarterly and annual reports, without prematurely recognizing any loss or provisioning
beyond what was required by the regulatory framework. The first formal communication to
the Trustee regarding impairment or provisionary measures was made on 05 November
2023, reflecting a careful assessment in accordance with the Fund’s valuation policies and
regulatory compliance.

The six-year period during which no provision was charged does not constitute a breach of
regulatory requirements since

e AFC Health Ltd. got BSEC’s IPO permission dated 16 September 2020, published in
BSEC’s press release of 740t Commission Meeting held on 16 September 2020
(Enclosure-15).

e Subsequent suspension of the IPO by BSEC and disruption caused by the COVID-19
pandemic, were beyond the control of VAML and constitute legitimate grounds for the
timing of impairment.

e BSEC informed AFC Health Limited by a letter (Ref.: BSEC/CI/IP0-287/2018/867)
dated 22 June 2022 that the Commission is not in a position to accord consent letter to
AFC Health Ltd. and cancelled the Initial Public Offer (IPO) for the issuance of
1,70,00,000 ( One Crore seventy lac) ordinary shares of Tk. 10 each at par totaling Tk.
17,00,00,000.00 (Taka Seventeen Crore) as per the provision of Bangladesh Securities
and Exchange Commission (Public Issue) Rules, 2015 (Enclosure-16).

o Subsequently, AFC Health Limited approached BSEC by a letter (Ref:
AFCHL/IP0/2022/3) dated 17 August 2022 and sought review of the IPO cancellation
letter dated 22 June 2022 or allow them to list in SME Board so as to protect the interest
of the investors and development of the financial markets in Bangladesh (Enclosure-17).
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e Thereafter, AFC Health Ltd. issued a letter (Ref: AFCHL/DSE/2023/01) dated 19
February 2023 (Enclosure-18) to BSEC for listing of shares of AFC Health Ltd. under
Alternative Trading Board (ATB) at the Dhaka Stock Exchange Limited (DSE) as per
Dhaka Stock Exchange (Alternative Trading Board) Regulations, 2022. However, it has
come to our knowledge that the said request of AFC Health Limited to be listed in the
ATB did not materialise.

48. That VAML in consideration of the above events and the direction of the Trustee in its letter
dated 18 February 2024 (Enclosure- 19), VAML in compliance with the 6% Schedule made
the provision. Accordingly, it is submitted that VAML’s actions regarding the AFC Health
Limited investment were fully consistent with the Mutual Fund Rules, 2001, the Fund'’s
Trust Deed, and prudent asset management practices, and there is no basis for the assertion
of regulatory non-compliance or misconduct in relation to provisioning or the six-year
timeline.

IX. Appropriate Disclosure in the Quarterly Portfolio Statements and Audited Financial
Statements
Quoted
Point: b. As per the letter from Trustee (ICB) dated 24 May 2025, it is observed that VAML hadn't
received any financial statements from AFC Health Ltd. since the year 2021.

However, VAML in their letter dated 07 April 2025 intentionally hid this to the Commission
regarding the matter of not getting the financial statements from AFC Health Ltd. since 2021.

VAML referred the consent of charging provision received from the trustee (ICB) letter dated 18
February 2024. However, in the last 6 years, VAML did not take due step on time. Rather, VAML
showed inflated NAV at fair value of the fund across the years by deceiving the investors by showing
inflated NAV at fair value as any investor usually makes investment decision in any mutual fund by
seeing the NAV at fair value of the fund.

Surprisingly, based on overall analysis of the fund statements as of 30 September 2023, it has been
observed that the fair value (or revalued value) per share of AFC Health Ltd. was recorded at Tk
12.50 under the Vanguard AML Rupali Bank Balanced Fund, whereas it was reported as merely Tk
0.10 under the Vanguard AML BD Finance Mutual Fund One. It also reveals the fraudulent practice
of VAML to suppress the loss to concerned parties.

Point:c. VAML published and submitted the portfolio statements dated 31 December 2023 of the
Vanguard AML Rupali Bank Balanced Fund showing the investment value at Tk 6.00 crore earlier.
But VAML published and submitted the financial statements dated 31 December 2023 of Vanguard
AML Rupali Bank Balanced Fund showing the investment value at only Tk 4.80 lac later. Thus, the
financial information dated 31 December 2023 was not same for portfolio statements and financial
statements.

Being a closed end mutual fund, the investors who bought and sold the units of ‘Vanguard AML

Rupali Bank Balanced Fund’ was manipulated due to such discrepancy and sudden imposing of
999 provision after 6 years of the investment made,
Surprisingly, an analysis of the financial statements as of 30 September 2023 reveals a significant

inconsistency in the reported fair value per share of AFC Health Ltd. Under the Vanguard AML
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Rupali Bank Balanced Fund, the fair value was recorded at Tk 12.50 per share, while under the
Vanguard AML BD Finance Mutual Fund One, it was reported as a mere Tk 0.10. This glaring
discrepancy raises serious concerns and strongly indicates a deliberate attempt by VAML to mislead
stakeholders.

VAML referred to the trustee’s (ICB) consent for charging provisions, as stated in a letter dated 18
February 2024. However, it is critical to note that VAML failed to take appropriate action over the
past six years. Instead, it consistently reported an inflated Net Asset Value (NAV) at fair value,
thereby distorting the financial picture presented to investors.

This practice constitutes a serious breach of fiduciary responsibility. By misrepresenting the fair
value NAV, VAML potentially deceived investors, many of whom rely heavily on the fair value NAV
when making investment decisions in mutual funds. The pattern of delayed action and inflated
valuations suggests not only negligence but a calculated effort to present an artificially strong
financial position.

In the above, it is evident that VAML provided fabricated and vague explanation with having no
proper documentation.
Unquoted

Response:

49, It is respectfully submitted that Vanguard Asset Management Limited (“VAML") fully
complied with all regulatory and fiduciary obligations in relation to the investment of Tk.
6.00 crore in AFC Health Limited. In accordance with BSEC Directive (Ref.
BSEC/CMRRCD/2009-193/09) dated 6 September 2020, VAML submitted the quarter-end
portfolio statement dated 31 December 2023, reporting the investment at Tk. 6.00 crore, to
the BSEC within the prescribed timeline, sent copies to all unitholders, and uploaded the
statement on the AMC’s website, thereby ensuring full transparency.

50. The subsequent audited financial statements dated 31 December 2023, however, reflected
a value of Tk. 4.80 lakh, which arose solely due to a timing gap and regulatory guidance on
impairment provisioning, and not from any intention to mislead investors. The portfolio
statement was prepared prior to consultation with the Trustee regarding the recognition of
impairment, for which VAML had formally requested guidance in its letters dated 05
November 2023 and 23 January 2024 (Enclosure-27). Following the Trustee's review and
guidance at the meeting on approval of the valuation of non-listed securities and audited
financial statements for the period end 31 December 2023, held on 12 February 2024
(Enclosure- 19), the audited financial statements appropriately recognized a specific
provision of 99% of the face value of the shares of AFC Health Limited, reflecting 99% of the
Face value of the investment along with the full share premium of Tk. 1.20 crore as impaired,
thereby leaving Tk. 4.80 lakh (1% of face value) as the minimum investment value. The
corresponding unrealized loss of Tk. 5,95,20,000 was disclosed in the financial statements,
fully in compliance with IFRS-9 and the Mutual Fund Rules, 2001.

51. The perceived discrepancy in AFC Health Ltd/s fair value between VAMLRBBF and
VAMLBDMF1 stems solely from reporting-period timing  differences and procedural

limitations on post-close adjustments. The decision o recognize impairment in accordance
with IFRS 9, following consultation with auditors, was made in early November 2023. Since
Page 24 of 34

Fus /q D




52,

53

54.

55.

56.

Bangladesh Securities and Exchange Commission
Enforcement Division
Enforcement Department
Market, Market Intermediaries and Other Affairs Section
www.sec.gov.bd

the year ending of VAMLBDMF1 is 30 September and the audit of VAMLBDMF1's financial
statements for the year ended 30 September 2023 was ongoing at that time, the provision
was recognized in the audited financial statements of VAMLBDMF1 for the year ended 30
September 2023 (Enclosure- 20).

However, the year ending of VAMLRBBF is 31 December and therefore the provision could
not be recognized in VAMLRBBF for the same period because the matter was decided after
the related regulatory reporting (Ref: BSEC/CMRRCD/2009-19 3/09) for VAMLRBBF's
quarterly portfolio statements to BSEC on 5 October 2023 (Enclosure-20). As such, the
quarterly statements for the period ended 30 September 2023 for VAMLRBBF did not
include the recognition of the provision (Enclosure-21). Following regulatory guidance, the
provision was duly recognized when the audited financial statements for the year ended 31
December 2023 were published (Enclosure- 21).

Please note that the portfolio statement fourth quarter ending 31 December 2023 for
VAMLRBBF coincided with the portfolio statement of the audited financial statement of
VAMLRBBEF, i.e. 31 December 2023. The misalignment of AFC Health Ltd.’s fair value was due
to the dual reporting related to the year-end financial audits and quarterly regulatory
reporting (Ref.: BSEC/CMRRCD/2009-193/09), which otherwise would not have occurred.

The timing gap, combined with the absence of contemporaneous regulatory guidance at
quarter-end, do not evidence misrepresentation or negligence. Rather, it reflects VAML's
adherence to procedural regulatory ~ compliance  and the accounting
requirements of the funds.

It is further submitted that the six-year period between the original investment on 21
December 2017 and the formal recognition of impairment does not constitute a breach of
regulatory requirements. As per Clause 2, sub-clauses (%) of the 6th Schedule of the Mutual

Fund Rules, 2001, investments from which no dividends, interest, or cash returns are
received for more than two years are classified as inactive. The Schedule mandates proper
classification, monitoring, and disclosure, along with supporting documentation, but does
not require automatic or immediate provisioning merely upon the passage of two years.
VAML complied with these provisions by monitoring the investment continuously,
classifying the investment as inactive and prudently charging impairment only when
warranted under IFRS-9 and after consultation with auditors and the Trustee. There has not
been any breach of fiduciary obligations of VAML.

Finally, it is submitted that delays in capital raising by AFC Health Limited, including IPO
approval in September 2020, subsequent suspension by BSEC, and disruptions caused by the
COVID-19 pandemic, subsequent steps taken by AFC Health Limited for listing were beyond
the control of VAML and constitute legitimate grounds for the timing of impairment
recognition. All steps taken by VAML were transparent, fully disclosed to the Trustee, BSEC,
and unitholders, and consistent with regulatory and fiduciary obligations, leaving no basis
for allegations of misrepresentation, negligence, or deliberate manipulation of NAV.
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X. Trustee has no power to seek return of money to Fund when investment made as per the
Mutual Fund Rules, 2001
Quoted:
Other Observation
Furthermore, ICB (trustee) enclosed a copy of letter sent to VAML dated 18 February 2024 and a
relevant part of the letter is mentioned in following.

“AFC Health Ltd. @ Rfzmeee a2 a7 (pae 41 &1 ©77 O F=3740% 7% TSI e F0e (Fq9 e 37/”

Thus, it is understood that there was an important instruction from ICB (trustee) that ‘if the money
invested in AFC Health Ltd is not returned, it must be fully returned to the fund by the asset
management company.’ However, VAML completely hid this matter to the Commission in their letter.

Unquoted:
Response:
57. It is respectfully submitted that the omission of reference to the relevant instruction from

58.

59,

ICB (Trustee) was not done with any intent to hiding information from the Commission.
VAML was not specifically requested to comment on this particular clause, and therefore its
omission was purely procedural rather than intentional. There was no deliberate
concealment of regulatory or financial information.

Moreover, it is submitted that VAML had already taken all appropriate and prudent
measures to address any potential diminution in the value of the investment. This included
recognition of impairment and the creation of provisions in accordance with the applicable
accounting standards under IFRS-9 and in compliance with the relevant provisions of the
Mutual Fund Rules, 2001, as reflected in the Fund’s audited financial statements and
portfolio disclosures. These steps ensured that the investment’s financial treatment was fully
transparent, properly documented, and communicated to both the Trustee and BSEC.
Consequently, there was no regulatory non-compliance, misrepresentation, or concealment,
and the matter was adequately and responsibly addressed in all official disclosures and
reporting channels.

It is pertinent to note that all investments inherently carry a degree of risk. Vanguard AML
(VAML), as the Asset Manager, explicitly highlighted this in the Prospectus of the Vanguard
AML Rupali Bank Balanced Fund (Section 4: Risk Considerations) (Enclosure-22). The
Prospectus clearly stated that the Fund is subject to risks that investors should carefully

consider prior to investing. It further clarified that the investment is not guaranteed by any
government agency, the Sponsors, or the Assel Manager, and specifically warned that
investors could incur losses, including loss of principal. The Prospectus expressly cautioned:
“The Mutual Fund is not Guaranteeing or Assuring any Returns.” Accordingly, it is
abundantly clear that investments in mutual funds involve risk, including the potential loss
of principal. Under the Mutual Fund Rules, 2001, the Asset Manager is not liable for any loss
incurred by the Mutual Fund, provided that investments have been made in compliance with
the Rules—which, in the instant case, VAML has duly followed. Moreover, the Mutual Fund
Rules, 2001 do not authorize the Trustee to direct the Asset Manager to reimburse the Fund
for any loss. Therefore, the statement of the Trustee in its letter dated 18 February 2024
lacks legal authority under the Rules and, v such, has no legal effect.
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WRITTEN EXPLANATION ON THE ALLEGED VIOLATION OF SECURITIES AND

L

EXCHANGE COMMISSION (MUTUAL FUND) RULES, 2001

60.Investments made by VAMLRBBF are in compliance with the Securities and Exchange

61

62.

63.

Commission (Mutual Fund) Rules, 2001, including but not limited to Rule 33(1), 33(8),
56, 58, 59, 70(1) and 71, and do not attract the penal provisions included in section 18
of the Bangladesh Securities and Exchange Commission Act, 1993 and Rule 82 of the
Securities and Exchange Commission (Mutual Fund) Rules, 2001

VAML did not violate Rule 33(1) of the Securities and Exchange Commission {(Mutual
Fund) Rules, 2001

. Rule 33(1) of the Securities and Exchange Commission (Mutual Fund) Rules, 2001 provides

as follows:

00 | THA FIGAPT FET 8 AF-Ag |- (3) 7o g WORAE wEd SHET JAgeEl ¢ T wW
WWWW@WWWWWWWWW%@?WWW@
R @ BB Wi AfRE W = By fafvs SR

VAML in strict compliance with the said Rule 33(1) of the Mutual Fund Rules, 2001 duly
undertook all necessary and reasonable steps prior to making its investment decision in AFC
Health Limited, and such investment is neither inconsistent with nor contrary to the scheme
of Vanguard AML Rupali Bank Balanced Fund and its Trust Deed. In this regard, VAML
conducted a detailed valuation of the shares of AFC Health Limited (Enclosure- 02) based on
its audited statements and future prospects and that valuation report was also submitted to
BSEC on 17 December 2017 (Enclosure- 05). The VAMLRBBF both prior to and subsequent
to the investment, submitted the said valuation report to BSEC and the Trustee. Accordingly,
it is evident that the VAML has not committed any breach or violation of Rule 33(1) of the
Mutual Fund Rules, 2001.

Similarly, VAMLRBBEF in strict compliance with the said Rule 33(1) of the Mutual Fund Rules,
2001 duly undertook all necessary and reasonable steps prior to the investment in Bengal
Poly and Paper Sack Limited which included undertaking a valuation of the investment.
VAML duly analysed the financial conditions of the Company including its audited Financial
Statements and upon consideration of the investment objectives duly invested Tk. 1.50 crore
in Bengal Poly and Paper Sack Limited. In fact, Bengal Poly and Paper Sack Ltd. has declared
59 cash dividend for its shareholders for the year ended 30 June 2021, 30 June 2022 and 30
June 2023; 3% cash dividend for the 30 June 2024 andd currently they are in full operation.

II. VAML did not violate Rule 33(8) of the Securities and Exchange Commission (Mutual

Fund) Rules, 2001

64. Rule 33(8) of the Securitics and Exchange Conumission (Mutual Fund) Rules, 2001 provides

as follows:

00 | T GIGACTT TS 8 Al wlfilg | (b)) Himieer s G644 T e FES (TIFS O 8
TS T ST s e Ml s AR e (1F AT e @ Bt wafEs sfE |
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_VAML in strict adherence to Rule 33(8) of the Mutual Fund Rules, 2001, prior to making the

investment in AFC Health Limited, duly disclosed all relevant and material information to
BSEC through its letter dated 17 December 2017 (Enclosure- 05) and to the Trustee
through its letter dated 6 December 2017 (Enclosure- 06) The disclosures encompassed,
inter alia:

(i) that Vanguard AML Rupali Bank Balanced Fund would subscribe to 48,00,000 shares
of AFC Health Limited at Tk. 12.50 per share (inclusive of Tk. 2.50 as share premium)
involving a total investment of Tk. 6.00 crore; and

(ii) aninvestment review together with the projected valuation of the said shares.

(iii) Furthermore, the VAMLRBBF consistently disclosed this investment in the quarterly
reports as well as in the annual report of Vanguard AML Rupali Bank Balanced Fund.

The information provided to both BSEC and the Trustee remained identical, ie., the Fund
subscribed to 48,00,000 shares of AFC Health Limited at Tk. 12.50 per share aggregating to
Tk. 6.00 crore. There has not been any material change in the information requiring
additional intimation to the BSEC and the Trustee. The fact that the VAMLRBBF made a
provision against the investment in AFC Health Limited has also been disclosed in the
quarterly reports/ annual reports submitted to BSEC and the Trustee. Thus, the VAML
discharged its disclosure obligations both to the regulatory authority and to the investing
public and unitholders of the Vanguard AML Rupali Bank Balanced Fund. Accordingly, VAML
has not committed any breach or violation of Rule 33(8) of the Mutual Fund Rules, 2001.

Similarly, in the case of investment of Tk. 1,50,00,000.00 (Taka one crore fifty lac only) in
Bengal Poly and Paper Sack Limited at an acquisition price of Tk. 25 per share, which
included a share premium of Tk. 15 per share, VAML duly disclosed all relevant and material
information to BSEC and to the Trustee as per the law. The said investment was reflected in
all reports submitted to BSEC after listing of the Fund on 10 November 2016 as per
Securities and Exchange Commission (Mutual Fund) Rules, 2001. VAML also replied to the
Commission’s query on the issue as and when requested/ directed. Accordingly, VAML has
not committed any breach or violation of Rule 33(8) of the Mutual Fund Rules, 2001.

VAML did not violate Rule 56 of the Securities and Exchange Commission (Mutual
Fund) Rules, 2001

Rule 56 of the Securities and Exchange Commission (Mutual Fund) Rules, 2001 provides as
follows:

¢y | BRI TR - e g R P g il e FReEfbes s wifé oy o 4
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VAML in compliance with Rule 56 of the Mutual Fund Rules, 2001, prior to making the
investment in AFC Health Limited carried out a comprehensive financial analysis of the
Company together with an assessment of its future prospects. VAML examined audited
financial statements, business models, growth prospects, and sectoral risks, and ensured that
the proposed investment was not in any way prohibited in the Mutual Fund Rules, 2001,
Having satisfied itself on all relevant parameters, VAML proceeded with the investment
strictly within the legal boundaries prescribed under Rule 56. and before investment

H—

Page 28 of 34




Bangladesh Securities and Exchange Commission
Enforcement Division
Enforcement Department
Market, Market Intermediaries and Other Affairs Section
www.sec.gov.bd

furnished the said information to BSEC through its letter dated 17 December 2017 (Enclosure-
05) and to the Trustee through its letter dated 06 December 2017 (Enclosure- 06).

70. Similarly, prior to the investment in Bengal Poly and Paper Sack Limited, the VAML in
compliance with Rule 56 of the Mutual Fund Rules, 2001 duly analysed the financial
conditions of the Company including its audited Financial Statements and upon
consideration of the investment objectives as provided in Rule 55, VAML invested Tk. 1.50
crore in the said Company. Accordingly, it is abundantly clear that the VAMLRBBF has acted
within the four corners of the law and has not contravened Rule 56 in any manner
whatsoever.

IV. VAML did not violate Rule 58 of the Securities and Exchange Commission (Mutual
Fund) Rules, 2001
71. Rule 58 of the Securities and Exchange Commission (Mutual Fund) Rules, 2001
provides as follows:

¢y | RFET TR ES - (3) (T WOYEE TS el WNw Sy, ST SR,
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72. VAML in compliance with rule 58 of the Mutual Fund Rules, 2001 strictly adhered to all
regulatory requirements in respect of the investment in AFC Health Limited.

(i) Firstly, VAML duly followed the guideline of BSEC regarding the investment valuation
methodology, as expressly incorporated in the Trust Deed and Prospectus of Vanguard
AML Rupali Bank Balanced Fund.

(ii) Secondly, VAML transparently reported the said investment in AFC Health Limited in the
quarterly portfolio reports and the unaudited financial statements for the period ending
31 December 2017 and 31 March, 2018, which were duly submitted to BSEC (Enclosure- 08)

(iii) Thirdly, the auditor of Vanguard AML Rupali Bank Balanced Fund, namely Hoda Vasi
Chowdhury & Co., a BSEC-enlisted audit firm, duly reviewed and commented upon the
said investment in its annual report for the period ending 30 December 2018 (nclosure- 20).

(iv)Fourthly, Vanguard AML Rupali Bank Balanced Fund, duly reported the investment
amount in AFC Health Limited in its quarterly un-audited financial statements, portfolio
report and other related query reports to BSEC, Trustee and Custodian of the Fund from
the period ended 31 December 2017 till date in compliance with the securities laws.

73. VAML in compliance with the Rule 58 of the Mutual Fund Rules, 2001, forwarded the
documents to Trustee with investment valuation on the basis of the last audited NAV
(without revaluation & intangible assets) of AFC Health Limited for intimation and approval
of the Trustee on regular interval and upon receiving approval from the Trustee the
investment value is incorporated in the un-audited and audited financial statements of
Vanguard AML Rupali Bank Bulanced Fund. Moreover, fair value of this investment were
revalued at each quarter and year end as per book value of last audited balance sheet of AFC

Health Limited.
Page 29 of 34

~



Bangladesh Securities and Exchange Commission
Enforcement Division
Enforcement Department
Market, Market Intermediaries and Other Affairs Section
www.sec.gov.bd

74. That Vanguard AML Rupali Bank Balanced Fund made an equity investment in AFC Health
Limited on 21 December 2017 at Tk. 12.50 per share, based on the valuation undertaken by
the VAML on the strength of the audited financial statements of AFC Health Limited.
Subsequently, upon due review, consideration, and analysis of the audited and unaudited
financial statements of AFC Health Limited for the preceding years, BSEC approved the Initial
Public Offering (IPO) of AFC Health Limited on 16 September 2020. In its Press Release dated
16 September 2020, BSEC expressly stated that the Net Asset Value (NAV) per share of AFC
Health Limited stood at Tk. 13.13 and the Earnings Per Share (EPS) at Tk. 1.47. It is material
to note that the very financial statements relied upon by BSEC for granting IPO consent were
the same financial statements that had earlier been reviewed and relied upon by the VAML at
the time of making its investment in December 2017. As such, it is abundantly clear that the
VAML's investment decision to subscribe to shares of AFC Health Limited at Tk. 12.50 per
share was justified, consistent with the valuation i.e. NAV of TK. 13.13 subsequently
determined by BSEC at the time of IPO approval, in full compliance with the securities laws,
and duly supported by credible documents, including audited financial statements that were
equally relied upon by BSEC itself.

75. Similarly in compliance with rule 58 of the Mutual Fund Rules, 2001, VAML has strictly
adhered to all regulatory requirements in respect of the investment in Bengal Poly and Paper
Sack Limited. Prior to the investment in Bengal Poly and Paper Sack Limited, the VAML in
compliance with Rule 55 of the Mutual Fund Rules, 2001 duly analysed the financial
conditions of the Company including its audited Financial Statements and upon
consideration of the investment objectives, VAML invested Tk. 1.50 crore in Bengal Poly and
Paper Sack Limited. The investment was considered a good investment at the time
considering the Company’s goodwill and establishment and also the fact that Net Asset Value
(“NAV”) per share of the Company was Tk. 29.67 as of 30 June 2013 based on its financial
statements and auditors’ reports. It is only thereafter the VAMLRBBF initiated necessary
regulatory steps to make the investment.

76. Accordingly, VAML has not committed any breach or violation of Rule 58 of the Mutual Fund
Rules, 2001 in making the investment in AFC Health Limited and Bengal Poly and Paper Sack
Limited.

V. VAML did not violate Rule 59 of the Securities and Exchange Commission (Mutual
Fund) Rules, 2001
77. Rule 59 of the Securities and Exchange Commission (Mutual Fund) Rules, 2001 provides as
follows:

ab | SRS R 0 |- @ cvea Rfart sirergs frg Fmem o F78 «F TeW T
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78. That it is submitted that the shares of AFC Health Limited and Bengal Poly and Paper Sack
Limited are not listed in any of the Stock Exchanges of Bangladesh. As such, the investment
made by VAMLRBBF in the said Company do not come within the purview of Rule 59.
Therefore, the question of the VAML violating the said Rule 59 does not arise.

—
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VI. VAML did not violate Rule 70(1) of the Securities and Exchange Commission
(Mutual Fund) Rules, 2001
79. Rule 70(1) of the Securities and Exchange Commission (Mutual Fund) Rules, 2001 provides
as follows:

q0) FRMEE W96 o4 ot _ () FhEE Fo fe, @R fegys wme, S, OIS, T% I7g+F 9
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80. VAML at all times disclosed all information sought by the Bangladesh Securities and
Exchange Commission. The Investment Management Division of BSEC, as the respected
regulator through its letter No.. BSEC/MF & SPV/ MF 111/2013 (iii)/1786 dated 14
December 2023 (Enclosure- 23) raised query regarding investment of VAMLRBBF in Pre-
IPO Placement of AFC Health Limited. Accordingly, VAML duly replied to the letter through
its letter dated 18 December, 2023 (Enclosure- 24) with all the relevant documents.

81. Similarly, the Investment Management Division of BSEC through its letter No.: BSEC/MF &
SPV/ MF 111/2013 /(iv)/50 dated 24 March 2025 (Enclosure- 25) again asked for
explanation with the supporting documents regarding VAMLRBBF’s investment in AFC
Health Limited. Thereafter, VAML duly replied to the letter along with the requested
documents through its letter dated 07 April, 2025 (Enclosure- 26).

82. As such, VAML did not violate the said Rule 70(1) at any time. VAML remains committed to
comply with all directions of BSEC at all times.

VII. VAML did not violate Rule 71 of the Securities and Exchange Commission
(Mutual Fund) Rules, 2001
83. Rule 71 of the Securities and Exchange Commission (Mutual Fund) Rules, 2001 provides as
follows:
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84, VAML in full compliance with the provisions of the Securities and Exchange Commission
(Mutual Fund) Rules, 2001 and the listing regulations made appropriate disclosures,
including quarterly reports, half yearly reports and annual reports to the Commission,
Trustee, Unitholders and Stock Exchanges. In fact, the provision made to the investment in
AFC Health Limited was also duly disclosed to the Commission, Trustee, Unitholders and
Stock Exchanges in its quarterly report submitted immediately after the provisioning on 31
December 2023 (valuation and audited financial statements was approved on 12 February
2024) and reflected the same in the next immediate quarterly portfolio report for the period
ending 31 March 2024. As such, VAML did not violate the said Rule 71 at any time.

VIII. The penal provisions of section 18 of the Bangladesh Securities and Exchange
Commission Act, 1993 are not attracted

85. Section 18 of the Bangladesh Securities and Exchange Commission Act, 1993 provides as
follows:
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regulatory authority.

That the investments made by Vanguard AML Rupali Bank Balanced Fund in AFC Health
Limited and Bengal Poly and Paper Sack Limited were undertaken in strict compliance
with all applicable securities laws, including the Mutual Fund Rules, 2001, with fy]]
disclosure and transparency at all stages. In addition, VAML did not fail to co-operate with
any query and investigation undertaken by BSEC, Accordingly, none of the penal provisions
under section 18 of the Bangladesh Securities and Exchange Commission Act, 1993 are
attracted against VAML,

Fund) Rules, 2001 are not attracted

- Rule 82 of the Securities and Exchange Commission (Mutual Fund) Rules, 2001 provides

as follows:

v 1 % & BRI B - (3) @z
(F) @ ﬁrwmw%ﬁww@m%wﬁmﬁ%mwé@‘m EEE
(¥) =127 ¢ 9% Rfiwemg R (94 T 2,

TR (8) a%mmwﬁmaﬁ%m&ﬁwﬁm

(R) ®=-fafa (s) mﬁmww@wvfwmmw ferwmer, wrrs-
(%) =& wret e witmmr o i

() =5 fafee GRS & e Sfrowaer, arar @ e wfs 2Z0aAT;
(o) e ifees,

(%) ST T I v fgayre:

(&) = BSprae Ty T BB, 01w et 4 constonsaid) i e s g, e
(%) w7 T FirSprater wis stbea e |

.VAML at all times strictly complied with the conditions of its registration and has not,

in any manner whatsoever, violated the provisions of the Bangladesh Securities and
Exchange Commission Act, 1993 and the Securities and Exchange Commission
(Mutual Fund) Rules, 2001. In fact, the investment has been made in strict
compliance with the provisions of the Mutual Fund Rules, 2001. Accordingly, the
penal provisions provided in rule 82 are not attracted against VAML.

A
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In consideration of the above, it is evident that the investments made by Vanguard ami,
Rupali Bank Balanced Fund in AFC Health Limited and Bengal Poly and Paper Sack
Limited were undertaken in ful] compliance with the provisions of the Bangladesh

provisions under section 18 of the Bangladesh Securities and Exchange Commission
Act, 1993 or Rule 82 of the Securities and Exchange Commission (Mutual Fund) Rules,
2001,

Vanguard reiterates its unwavering commitment to act in strict compliance with a]]
applicable securities |aws of the country, including the Securities and Exchange
Commission (Mutual Fund) Rules, 2001, as well gs all relevant directions, orders, and
notifications issued by BSEC from time to time.”
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>. Vanguard Asset Management Limited (Asset Manager)
Symphony (Level-6), Plot #SE (F)9
Road #142, South Avenue,
Gulshan - 1, Dhaka - 12 13.
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