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Quote

“____1. From the Note 12 of un-audited statement of financial position for the quarter ended
September 30, 2014 it appeared that Petromax Refinery Limited, Subsidiary of Shahjibazar
Power Company Limited has issued, subscribed and paid-up capital during the said period of
Tk.90,00,00,000 fully paid in cash. But, from the statement of cash flows and financial
position it appeared that no cash received regarding share money in this period only share
money deposit were Tk.9,93,33,400. From review of un-audited statement of financial
position for the quarter ended September 30, 2014 apparently it appeared that Petromax
Refinery Limited has issued shares of Tk.90,00,00,000 against share money deposits of
Tk.9,93,33,400 and loan of Tk.80,06,66,600. In this regard, Petromax Refinery Limited,
Subsidiary of Shahjibazar Power Company Limited has given misleading or false or incorrect
information in the Note 12 of un-audited statement of financial position for the quarter ended
September 30, 2014 although they knows or has reasonable cause to believe to be false or
incorrect the said information. ' ]

Contravention: Through the aforesaid activities Petromax Refinery Limited, Subsidiary of
Shahjibazar Power Company Limited has contrvened Section 18 of Securities and
Exchange Ordinance, 1969.

9 From the Commission’s consent letter No. SEC/CI/CPLC-327/2011 dated December 12,
2011 it appears that consent has been given under Securities and Exchange Commission
(Issue of Capital) Rules, 2001 for raising the paid up capital of Petromax Refinery Limited,
Subsidiary of Shahjibazar Power Company Limited from ' Tk.10,00,00,000 to
Tk.100,00,00,000 by issuing of 9,00,00,000 Ordinary shares of Tk.10 each totaling
Tk.90,00,00,000 only to the existing shareholders of the company. This consent for
raising of capital of Petromax Refinery Limited should valid for three months from the date
of issuance of the letter failing which the permission will stand cancelled to the extent of un-
subscribed portion. From the audited financial statement for the year ended 30™ June 2013
and 2014 it appeared that share capital and share money deposit were Tk.10,00,00,000 and
9.93,33,400 respectively. Thus, under the said consent, Petromax Refinery Limited did not
issue any shares. It also appeared from the un-audited statement of financial position for the
period ended September 30, 2014 that Petromax Refinery Limited has issued shares of
Tk.90,00,00,000 against share money deposits of Tk.9,93,33,400 and loan of Tk.80,06,66,600
without any further consent from BSEC.

Contravention: Through the aforesaid activities Petromax Refinery Limited, Subsidiary of .
Shahjibazar Power Company Limited has contravened Rule 3 and 4 of Securities and
Exchange Commission (Issue of Capital) Rules, 2001. -

4. The Enquiry Committee has reviewed analyzed audited financial statements of Shahjibazar
Power Company Limited & Petromax Refinery Limited of their Subsidiary and found that the
said company declared 25% cash dividend and 5% stock dividend for the year ended 30",
June 2014 through manipulating profit by understating expenses in the following way:
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From the collected audited financial statements for the year ended 30" June 2013 and 30"
June 2014 Petromax Refinery Limited, Subsidiary of Shahjibazar Power Company Limited, it
appears that balances of non current liabilities (loan), short term -loan and long term loan
current maturity were shown in the balance sheet by the following Way: ‘

Particulars 30" June 2014 ( Tk.)  30™ June 2013('Tk.)

Non current 215,06,07,888 270,06,68,959
Loan :

Short = term 60,50,12,262 87,32,54,726
loan

Long Term 47,10,55,704 -

Loan current

maturity

Total 322,66,75,854 357,39,23,685

Under the above context interest should be charged on the aforesaid loan amount against
revenue. But no interest had been charged against revenue for the year ended 30™ June 2013.
Mentionable that only financial expenses amount of Tk.25,44,79,783 (including bank
charges on L/C Liabilities amount of Tk.159,03,96,052) has been charged for the year
ended 30" June 2014. Also mentionable that as per Note 16 and 17 of audited financial
statements for the year ended 30™ June 2013 and 30™ June 2014 Petromax Refinery Limited,
Subsidiary of Shahjibazar Power Company Limited there is no interest free loan. As such,
Petromax Refinery Limited had overstated huge amount of profit for the year ended 30™ June
2014 by understating financial expenses. Same has been reflected in the consolidated
financial statement of Shahjibazar Power Company Limited as well as EPS and NAV
overstated of Shahjibazar Power Company Limited. Thus, it is barrier of true and fair
presentation financial statement of issuer and its subsidiary company. ;

As per Rule 12(2) of Securities and Exchange Rules, 1987, the financial statements of an
issuer of a listed security shall be prepared in accordance with the requirements laid down in
the Schedule and the International Accounting Standards as adopted by the Institute of
Chartered Accountants of Bangladesh. Thus, considering above, Shahjibazar Power
Company Limited did not prepare financial statements in accordance with the requirements
laid down in the Schedule and the International Accounting Standards as adopted by the
Institute of Chartered Accountants of Bangladesh. .

Contravention: Through the aforesaid activities Petromax Refinery Limited, Subsidiary
of Shahjibazar Power Company Limited has contravened Rule 12(2) of Securities and

Exchange Rules, 1987.”Unquote
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“.-.-1. From the Note 12 of un-audited statement of financial position for the quarter ended
September 30, 2014 it appeared that Petromax Refinery Limited, Subsidiary of Shahjibazar Power
Company Limited has issued, subscribed and paid-up capital during the said period of Tk.
90,00,00,000 fully paid in cash. But, from the statement of cash flows and financial position it
appeared that no cash received regarding share money in this period only share money deposit
were Tk.9,93,33,400. From review of un-audited statement of financial position for the quarter
ended September 30, 2014 apparently it appeared that Petromax Refinery Limited has issued shares
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of TK.90,00,00,000 against share money deposits of Tk.9,93,33,400 and loan of Tk.80,06,66,600. In .
this regard, Petromax Refinery Limited, Subsidiary of Shahjibazar Power Company Limited has given
misleading or false or incorrect information in the Note 12 of un-audited statement of financial
position for the quarter -ended September 30, 2014 although they knows or has reasonable cause to
believe to be false or incorrect the said information.

Contravention: Through the aforesaid activities Petromax Refinery L:mlted, Subsidiary of
Shahjibazar Power Company Limited has contravened Section 18 of Securities and Exchange
Ordinance, 1969.

'EXPLANATION OF THE COMPANY: In the prospectus of Shahjibazar Power Co.Ltd. Which was duly-
vetted and approved by Bangladesh Securities and Exchange Commission on February 18, 2014 at
page number 42 under the head of “Advance to Subsidiary and Associate” it was clearly disclosed
that, “SPCL has paid its subsidiary and associate an amounting of Tk. 1,206,495,226/-as
investment to meet up Capital Expenditure and the above amount will be converted into Paid
Up Capital at face value of the both company.” Further it was disclosed at page number 81 of
the same ‘prospectus under the head of “Management Disclosure Regarding Share Money Deposit”
that, “The share money deposit which was deposited on 24.04.2012 has not been converted
into paid up capital as yet. The above amount will be converted into paid up capital after
Commercial Operation Date (COD) of Petromax Refinery Ltd. (PRL)”. Furthermore, it was
disclosed in Note No. 32 of the Financial Statements of Petromax Refinery Ltd (Subsidiary of
Shahjibazar Power Co. Ltd.) under the head -of “Events after Reporting Period” which was
submitted as asked by the said enquiry committee that, “The company was indebted to its
Parent Company for- capital expenditure requirement. On July 24, 2014 80,066,660 shares
have been allotted at face value to its parent company against the said indebtness.
Furthermore, 9,933,340 no. of shares have been allotted against “Share Money Deposit” on
the same date.” Amounts that have been converted into shares are taken in the form of cash by
Petromax Refinery Ltd from Shahjibazar Power Company Ltd. All such evidences are attached
herewith this letter which may kindly be seen in this regard. Therefore it is justified that, Petromax .-
Refinery Ltd did not give any misleading, false or incorrect information to the Commission at any -
level which may be impugned as contravention of Section 18 of Secunties and Exchange Ordinance,
1969.

2. From the Commission’s:consent letter No. SEC/CI/CPLC-327/2011 dated December 12, 2011 it
appears that consent has been given under Securities and Exchange Commission (Issue of Capital)
Rules, 2001 for raising the paid up capital of Petromax Refinery Limited, Subsidiary of Shahjibazar

. Power Company Limited from Tk.10,00,00,000 to Tk.100,00,00,000 by issuing of 9,00,00,000
‘Ordinary shares of Tk.10 each totaling Tk.90,00,00,000 only to the existing shareholders of the
company. This consent for raising of capital of Petromax Refinery Limited should valid for three
months from the date of issuance of the letter failing which the permission will stand cancelled to
the extent of un-subscribed portion. From the audited financial statement for the year ended June
30, 2013 and 2014 it appeared that share capital and share money deposit were Tk.10,00,00,000
and 9,93,33,400 respectively. Thus, under the said consent, Petromax Refinery Limited did not
issue any shares. It also appeared from the un-audited statement of financial position for the
period ended September 30, 2014 that Petromax Refinery Limited has issued shares of Tk.
90,00,00,000 against share money deposits of Tk. 9,93,33,400 and loan of Tk.80,06,66,600 without
any further consent from BSEC.

Contravention: Through the aforesaid activities Petromax Refinery Limited, Subsidiary of
Shahjibazar Power Company Limited has contravened Rule 3 and 4 of Securities and Exchange
Commission (Issue of Capital) Rules, 2001.

EXPLANATION OF THE COMPANY: As per the said consent of Bangladesh Securities and Exchange -
Commission (BSEC) to Petromax Refinery Ltd (Subsidiary of Shahjibazar Power Co. Ltd.),
Shahjibazar Power Co. Ltd. was supposed to.subscribe the full 9,00,00,000 ordinary shares of
Tk.10 each totaling Tk. 90,00,00,000. Accordingly SPCL has collected the fund from its existing
shareholders to subscribe the said quantity of shares of Petromax Refinery Ltd (PRL). PRL has
received this amount from Shahjibazar Power Company Ltd as loan. It was disclosed in every
version of prospectus of Shahjibazar Power Co. Ltd which was submitted before BSEC for their kind .
review from time to time that the said amount will be converted into paid up capital at the face
value of both the Company. In the published prospectus of SPCL it was disclosed in page 42 to be
read with page 81 which may kindly be seen in this regard. Therefore, it is evident that, PRL-does
not deliberately perform this act which may be impugned as contravention of Rule 3 and 4 of °
Securities and Exchange Commission (Issue of Capital) Rules, 2001.

4, The Enquiry Committee has reviewed analyzed audited financial statements of Shahjibazar -
Power Company Limited & Petromax Refinery Limited of their Subsidiary and found that the said:
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company declared 25% cash dividend and 5% stock dividend for the year ended 30th June 2014
through manipulating profit by understanding expenses in the following way:

From the collected audited financial statements for the year ended 30™ June 2013 and 30% June
2014 Petromax Refinery Limited, subsidiary of Shahjibazar Power Company Limited, it appears that
balances of non-current liabilities (loan), short term loan and long term loan current maturity were
shown in the balance sheet by the following Way:

Particulars 30" June 2014 (Tk.) 30% June 2013 (Tk.) |
Non-Current Loan 215,06,07,888 270,06,68,959 |
Short term loan 60,50,12,262 87,32,54,726
Long Term Loan current maturity 47,10,55,704 = Ik
Total 322,66,75,854 357,39,23,685 |

Under the above context interest should be charged on the aforesaid loan amount against revenue.
But no interest had been charged against revenue for the year ended- 30" June 2013. Mentionable
that only financial expenses amount of Tk.25,44,79,783 (including bank charges on L/C Liabilities
amount of Tk. 159,03,96,052) has been charged for the year ended 30" June 2014. Also
mentionable that as per Note 16 and 17 of audited financial statements for the year ended 30"
June 2013 and 30" June 2014 Petromax Refinery Limited, subsidiary of Shahjibazar Power Company
Limited there is no interest free loan. As such, Petromax Refinery Limited had overstated huge
amount of profit for the year ended 30" June 2014 by understating financial expenses. Same has
been reflected in the consolidated financial statement of Shahjibazar Power Company Limited.
Thus, it is barrier of true and fair presentation financial statement of issuer and its subsidiary
company.

As per Rule 12(2) of Securities and Exchange Rules, 1987, the financial statements of an issuer of a
listed security shall be prepared in accordance with requirements laid down in the Schedule and
the International Accounting Standards as adopted by the Institute of Chartered Accountants of
Bangladesh. Thus, considering above, Shahjibazar Power Company Limited did not prepare financial
statements in accordance with requirements laid down in the Schedule and the International .
Accounting Standards as adopted by the Institute of Chartered Accountants of Bangladesh.
Contravention: Through the aforesaid activities Shahjibazar Power Company Limited and
Petromax Refinery Limited, Subsidiary of Shahjibazar Power Company Limited has contravened
Rule 12(2) of Securities and Exchange Rules, 1987.

EXPLANATION OF THE COMPANY: To payout the declared dividend of 25% cash and 5% stock the
Company has enough reserve to payout. Therefore, it can be said that no manipulation of profit by
understating expenses is required. '

Further to that, Note 16 and 17 of audited financial statements for the year ended 30" June 2013
and 30" June 2014 Petromax Refinery Limited, subsidiary of Shahjibazar Power Company Limited
there was no such disclosure which can stand that, there is no interest free loan, rather in page 62 -
of the published prospectus under the title of “ADDITIONAL DISCLOSURE BY THE AUDITOR” Point ..
number 3 “There are agreements between SPCL with Petromax Refinery Ltd. and Midland Power .
Co. Ltd. The rate of interest is Zero as the amount of Advance will be converted to Equity Shares.”

As per the Note 16 of the audited financial statements for the year ended 30" June 2014 and 30"
June 2013 under the head of Loan Other Than Bank amounting to Tk. 1,283,637,425 and Tk.
1,143,088,704 is interest free. On rest of the amount interest was duly charged in both financial
years under account.

Therefore, it can be said that, no contravention of Rule 12(2) of Securities and Exchange Rules,
1987 did take place in that case.

Therefore we hope the above explanations are well enough to justify the stand of the Company in
reply of said queries.”
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