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@Ry, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) «s Section 2(g)
TSRS T S RS ‘issuer’ e wfefzs (Sregsia TpaE = Sas);

@y, Section 17 (@), (b), () & (e) (vi) of Securities and Exchange Ordinance, 1969 fatq
FifeeIT “Iere T(J:

” (a) employ any device, scheme or artifice, or engage in any act, practice or course of business,
which operates or is intended or calculated to operate as a fraud or deceit upon any person; or

(b) make any suggestion or statement as a fact of that which he does not believe to be true; or
(c) omit to state or actively conceal a fact having knowledge or belief of such fact; or

(e) (vi) being a director or an officer of the issuer of a listed equity security or a beneficial
owner of not less than ten percent , of such security who is in possession of material facts omit
to disclose any such facts while buying or selling such security.”
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“From the collected documents and considering correspondences among Keya Cosmetics Limited, Issuer
Company, Hemas Manufacturing (Pvt.) Limited, Foreign investor and Lanka Bangla Finance Limited,
mediator, regarding joint venture agreement with Hemas Manufacturing (Pvt.) Limited, who would be
interested to acquire 50% shares of Keya Cosmetics Limited from sponsors as equity participation, it is
stated that Mr. Abdul Khaleque Pathan, Managing Director and Chairman of Keya Cosmetics Limited
was in possession of material fact regarding the said agreement. The material fact is not to sign MOU and
not to sell sponsors shares for equity participation of Hemas because before completion of deal with
Hemas Mr. Abdul Khaleque Pathan sold 1,14,60,000 shares of Keya Cosmetics Limited. Thus Mr. Abdul
Khalegue Pathan omitted to disclose the said material fact while selling the bulk quantity of shares. For the
following reasons, the said joint venture agreement will not be converted as a contract/MoU in future and
the said activities of Mr. Abdul Khaleque Pathan, Managing Director and Chairman of Keya Cosmetics
Limited seems to be a way to increase share price of Keya Cosmetics Limited for selling bulk quantity
shares in the account of Khaleque Knitting & Garments Inds. (Pvt.) Ltd. and Khaleque & Co. (Pvt.) Ltd.
through manipulation by Keya Cosmetics Limited and Lanka Bangla Finance Limited. Trade details are
stated below:

Khalegue knitting & Garments Inds. (Pvt) Ltd.

Extract Date of Agenda No. of From Total | Date of
Date Board shares sold | Holding Declaratio
meeting n

20.11.2007 | 20.11.2007 Sale of shareholding in KCL | 20,00,000 | 1,63,89,732 | 11.12.2007
23.01.2008 | 23.01.2008 Sale of shareholding in KCL | 100,000 1,43,89,732 | 27.01.2008
02.02.2008 | 02.02.2008 Sale of shareholding in KCL | 300,000 1,42,89,732 | 20.02.2008
08.03.2008 | 08.03.2008 Sale of shareholding in KCL | 400,000 1,39,89,732 | 09.03.2008
11.03.2008 | 11.03.2008 Sale of shareholding in KCL | 10,00,000 | 1,35,89,732 13.03.2008
20.03.2008 | 20.03.2008 Sale of shareholding in KCL | 10,00,000 | 1,25,89,732 | 30.03.2008
27.04.2008 | 27.04.2008 Sale of shareholding in KCL | 10,00,000 | 115,89,732 28.04.2008
30.04.2008 | 30.04.2008 Sale of shareholding in KCL | 10,00,000 | 1,05,89,732 | 04.05.2008
06.05.2008 | 06.05.2008 Sale of shareholding in KCL | 10,00,000 | 95,89,732 07.05.2008
25.05.2008 | 25.05.2008 Sale of shareholding in KCL | 680,000 85,89,732 26.05.2008
27.05.2008 | 27.05.2008 Sale of shareholding in KCL | 10,00,000 | 79,09,732 29.05.2008
02.06.2008 | 02.06.2008 Sale of shareholding in KCL | 750,000 69,09,732 03.06.2008
07.06.2008 | 07.06.2008 Sale of shareholding in KCL | 750,000 61,59,732 08.06.2008
20.08.2008 | 20.08.2008 Sale of shareholding in KCL | 10,00,000 | 54,09,732 21.08.2008
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Khaleque & Co. (Pvt.) Ltd.

Extract Date of Agenda No. of | From Total | Date  of
Date Board shares sold | Holding Declaratio

meeting n
15.04.200 | 15.04.2008 | Sale of shareholding in | 480,000 495,000 17.04.200
8 KCL 8

It appears from the above that Mr. Abdul Khaleque Pathan, Managing Director & Chairman of
Keya Cosmetics Limited and also those of Khaleque knitting & Garments Inds. (Pvt) Ltd. &
Khaleque & Co. (Pvt.) Ltd. engaged himself in the joint venture agreement with Hemas to
operate as a fraud or deceit. Because he sold bulk quantity shares of Keya Cosmetics
Limited before concluding the matter of making joint venture agreement with Hemas, as a fact
of that which he does not believe to be true.

Contravention: Through the aforesaid activities Mr. Abdul Khaleque Pathan, Managing
Director & Chairman of Keya Cosmetics Limited violated Section 17 (a), (b), (c) & (e) (vi) of
Securities and Exchange Ordinance, 1969.”

Whereas, the enquiry committee also mentioned in the said report that:

“Mr. Abdul Khaleque Pathan, Managing Director, Keya Cosmetics Limited informed the
enquiry committee that Keya Cosmetics Limited is a single unit amongst the other seven units,
which together formed Khaleque group of industries. The eight units are Keya Cosmetics
Limited, Keya Detergent Limited, Keya Soap Chemicals Limited, Khaleque Knitting &
Garments Industries (Pvt.) Limited, Keya Knit Composite Limited, Keya Spinning Mills
Limited, Keya Cotton Mills Limited and Keya Yarn Mills Limited (under establishment).
Mentionable that out of eight companies only Keya Cosmetics Limited and Keya Detergent
Limited is listed in the stock exchanges. Here also mentionable that Mr. Abdul Khaleque
Pathan is MD/CEO/Chairman/owner of the said companies. As on January 2008, shareholding
position of Keya Cosmetics Limited in the name of Mr. Abdul Khaleque Pathan and the
aforementioned companies are stated below:

Shareholder’s Name Number of Shares Held
Abdul Khaleque Pathan 20,16,000

Khaleque Knitting & Garments Industries (Pvt.) Ltd. 1,61,58,732

Khaleque & Co. (Pvt.) Limited 4,95,000

Directly & indirectly Mr. Abdul Khaleque Pathan hold 1,86,69732

64.82% of total paid up shares (2,88,00,000)

Aci cdg "o6e'-



c6i-04
TR @/ QTFACIB/q¢8/2005/ sifaas T 2050 32

According to & & (F) and () of the FiFeiifts ¢ wRGE I (SEAE@N FGF *ITE =,
wf¥eRd ¢ T9g 7)) R, 2004:

(@) “HfdaeFR” =g G @ IS @ e I = FIRIE! AR AT 2@ @ @R <RIR SR $E A @R
G SR s

(o) “Seaey ARG G el 2ol R TR SfKS il FHT T qONGTRe INC N I i IR
ERUEIGH

From the above it is observed that Mr. Abdul Khaleque Pathan, Managing Director of Keya
Cosmetics Limited is a beneficial owner of Keya Cosmetics Limited. Mr. Abdul Khaleque
Pathan, Managing Director of Keya Cosmetics Limited traded shares of Keya Cosmetics

Limited directly or indirectly by using two trading accounts in the name Khaleque Knitting &
Garments Industries (Pvt.) Limited and

Khaleque & Co. (Pvt.) Limited with SES Company Ltd., one trading account in the name of
Keya Cotton Mills Limited with Prime Finance & Investment Limited (Merchant Banker &
Portfolio Manager), one trading account in the name Khaleque Knitting & Garments Industries
(Pvt.) Limited with Lanka Bangla Securities Ltd. all accounts were operated by Mr. Abdul
Khaleque Pathan. The share trading positions of the aforesaid four accounts are stated below:

A/C | Account Name MD/CEO/Operat | Name of Buy Sale
No. or Name Stock-
broker/Merc
hant Banker
A-  |Khaleque Knitting & Garments| Mr. Abdul | Lanka 10980000
255  |ndustries (Pvt.) Limited Khaleque Pathan | Bangla
8 Securities
Ltd.
1053 |Khaleque Knitting & Garments| Mr. Abdul | SES 1000000
ndustries (Pvt.) Limited Khaleque Pathan | Company
Ltd.
1055 | Khaleque & Co. (Pvt.) | Mr. Abdul | SES 480000
Limited Khaleque Pathan | Company
Ltd.
Keya Cotton Mills Limited | Mr. Abdul | Prime Finance | 100000
Khaleque Pathan | & Investment
Ltd (MB)
Total Shares traded by Mr. Abdul Khaleque Pathan 100000 (12460000

Aci cdg “o6e'-



cOv-05

e AT/ GG/ 9¢8/005/ wifqes T 050 32

It appears from the above that after January 2008, Mr. Abdul Khaleque Pathan bought 100000
shares and sold 1, 24, 60,000 shares of Keya Cosmetics Limited by using the above accounts.

As per section 12 of Securities and Exchange Ordinance, 1969, every person who is directly or
indirectly the beneficial owner of more than ten percent of any class of listed equity securities
shall submit to the Commission such return pertaining to the beneficial ownership of such
securities in such form and at such terms or at such intervals as may be prescribed. But Mr.
Abdul Khaleque Pathan did not submit any such return to the Commission after owing 10% or
more share of Keya Cosmetics Limited.

According to faf @ of the Fifweibe ¢ qase ST (SN AUF W e, AR ¢ Fog
2 R, 003 (@ @EANTS SEAEN A SHITHTT I 7T (SGIHFIF TARTS (@ [ 47,
R @ R R FEE T @I IF, BF 9HGE 2300 TF (@HNE T ol I TR SES RE T
T BIfRTE, W W *eieel At T2 ST (SHIfAFIa TRETS (@ (IR 47F 3F GG 30O O (FPA
TRE (R @ S IfRCA SR, BF GGG M0 (I NfQZeed ¢wea R[fganen g [ifes smafers
O35 R a FRCS 23 |

It appears from the above that Mr. Abdul Khaleque Pathan was a substantial shareholder of
Keya Cosmetics Limited who acquired more than 10% share of the said company from the
Stock Exchange without publishing any advertisement.

As per section 14(1) of Securities and Exchange Ordinance, 1969, if any Director or officer or
beneficial owner of an issuer of a listed equity security makes any gain by purchase, and sale or
the sale and purchase, of any such security within a period of less than six months, such
director or officer or beneficial owners shall make a report and tender the amount of such gain
to the issuer. In view of the above, Mr. Abdul Khaleque Pathan bought 1,00,000 shares at
average price Tk.41.87 per share and sold 4,80,000 shares at average price Tk.74.30 per share
during 30-01-08 to 17-04-08 and made realized gain of Tk.32,43,000 within a period of less
than six months. But Mr. Abdul Khaleque Pathan did not make a report and tender the amount
of such gain to the issuer Keya Cosmetics Ltd.

Contravention: Through the aforesaid activities, it appears that Mr. Abdul Khaleque Pathan
has violated Section 12 & Section 14(1) of Securities and Exchange Ordinance, 1969 and ffs q
of the FisEiifbe ¢ quEes FRMHT (Traewiel MRAF <RI oEw, wfkeRd ¢ Foy are) Rfa, 0.

Whereas, the issuer’s aforesaid activities tantamount to non-compliance of the securities laws
attracting Section 22 of the Securities and Exchange Ordinance, 1969 and @1 sv of the Fifwefibe ¢
GG I W2, dSovo as well.
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e As per facts and figure, evaluation of share selling and assumptions, they indicated that
the Managing Director; the Directors and the Company Secretary in no way
involved/engaged themselves sold 1,24,60,000 shares at an increased price in the way
of licking information that Keya Cosmetics Limited is going to make a Joint Venture
Agreement with Hemas. Following are the summary of uses of share sale proceeds to
pay the inter company loan for adjusting liabilities to others concerned such as Keya
Spinning Mills Ltd Tk. 251,700,000/=, Keya Knit Composite Ltd. Tk.13,700,000/=,
Keya Cosmetics Ltd. Tk.114,293,767/=, Keya Soap Chemicals Ltd. 201,150,000/=
Keya Detergent Ltd.Tk. 6,300,000/=, Keya Cotton Mills Ltd.Tk. 114,820,000/=, Keya
Yarn Mills Ltd.Tk. 35,000,000/=. They also invested in FDR in Lanka Bangla Finance
Ltd. Tk. 50,000,000/= and Standard Bank Ltd.Tk. 3,300,000/= and also kept with
Companies Tk37,656,674/51.

e The stated in the reply letter that share selling business by manipulation is one time
business. But according to facts and figures, evaluation and assumption as described
earlier, it is clearly understood that the Managing Director and Chairman of the Group
is not a man of one time business. Rather by engaging himself with relentless effort, he
established huge Khaleque Group of Industries comprising number of 9 (nine) industrial
units with involvement of huge equity, risk and liabilities:

e The Commission constituted vide order no. XVII of 1969 rightly said the Managing
Director of the Group is directly or indirectly beneficial owner, but actual point of view,
the Managing Director and the Chairman is directly involve in the risk of loosing huge
equity and profitability at any consequence of adverse economic scenario and he paid
huge bank liabilities by all means directly. Furthermore, they again reiterate their
standings regarding selling of sponsor shares which was not the equity participation
issue but the financial policy adopt by the management to kept financial cycle in order
to bring more perfection in respect of debt servicing, loan repayment and profitability.
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The Management of the group was totally dependent on Hemas as they were the buyer
and the seller. So, uncertainty over the issue was reality, but on the contrary, project on
established of Keya Yarn Mills Ltd was going on full swing and at the same time
financial crisis exist in the group as well. Bank loan repayment pressure was mounting
and banks were unwilling to sanctions new loans in keeping with huge overdue amount.
The management of the industrial units was frightened regarding fall in of bank loan
classification. It is also stated that the sponsors have no other options else of sponsors
share selling in the open market. Though they believe the equity participation issue
would come into reality as the management of Hemas was agreed to buy 20% shares of
merged Keya Cosmetics Limited (Company) instead of 50%.

Mentioned descriptions are the causes of bulk quantity of sponsors share selling from
the holding of Khaleque Knitting & Garments Ind. (Pvt.) Limited and Khaleque &
Company (Pvt.) Limited before concluded the matter of making EPI agreement with
Hemas Manufacturing (Pvt.) Limited. Moreover, “Spreading rumor” about equity
participation issue (EPI) which was click to them was not fare as the EPI is multi party
involvement one and extensive market survey conducted by the intended investor.
There was a limited scope to control over spreading internal information into the public
market. They firmly mentioned that they did not involve by any means in spreading
rumor.

After go through the use of proceeds it is easy realization that the Managing Director
did not take any single amount for his personal benefit from sponsors share selling. So
words “fraud or deceit” which are indicate to the Managing Director, a self made
entrepreneur, is not justified.

They were duly submitting monthly shareholding report regularly to the Securities and
Exchange Commission since it inclusion of publicly listed company and they assumed
that as the Managing Director was holding more than 10% shares of Keya Cosmetics
Limited prior Initial Public Offering (IPO). They felt that separate share holding return
in the name of the Managing Director should not be submitted to the SEC. However
they apologized for inverted mistake if it is violation of Section 12 of Securities and
Exchange ordinance 1969.

As per their assumption as described earlier they felt that there was no need of price
sensitive information which is supposed to be published in a daily newspaper and they
also beg apology for inverted mistake if its violation of 1ela 7 of Securities and
Exchange Commission (DijLthiM" msL'K tkavi ARb, AiaMnY I KZZ MnY) ieragvjy, 2002.

The Managing Director of Keya Cotton Mills Ltd. bought 100,000 shares of Keya
Cosmetics Ltd. in favour of the Company to meet the obligation of Tax Holiday Benefit
which share still exist in the BO account of Keya Cotton Mills Ltd. being maintained by
Prime Finance and Investment Ltd. and there was no link between purchase and sale by
2 Companies and no question of realized gain through share selling. Moreover, there
was no purchase price of 480,000 shares as those are sponsors shares prior IPO.
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So, in view of facts and figures stated earlier, they hope that Directors, Managing Director
would get proper evaluation towards entrepreneurship brilliance and honor would be kind
enough not to take any such action which could tarnish the image of the undersigned as well as
Khaleque Group of Industries in a bleak condition and sponsors lost their entrepreneurship
spirit.

It is their due expectation that they stated that after evaluation of their performance, the
Commission’s learned judgment would discharge the Company, the Managing Director,
Directors and Company Secretary from all allegations, contraventions, violations and punitive
actions stated in the hearing notice No. SEC/Enforcement/754 /2009/106 and
SEC/Enforcement/754 /2009/108 dated January 13, 2010.
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