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rtzyg, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) wz section 2(cc) mrera= " Commission”
means Bangladesh Securities and Exchange Commission constituted under the Bangladesh Securities and Exchange
Commission Act, 1993 (wresra * sfimm ' are Sfafers);

rrwg, Securities and Exchange Rules, 1987 wa rule 12(2) @ et 3mmz , “*The financial statements of an issuer of a
Iisted 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. ...";
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Commission's queries
| as well as auditors

MABS & J
Chartered
expressed
opinion

Partners
Accountants
on  Audited
AIL for the year ended on
June 30 2014 making
doubt  on  physical
existence and value of
fixed assets of Tk 119
60.41,016.00. It reveals
from  the  summary
statement and qualified

that the financial
statements of AIL for the
year ended on June 30,
2014 did not reflect the
true and fair view of the
company's financial
position as of June 30.
2014 due to doubt on
physical existence and
value of fixed assets of
Tk 119, 60.41.016.00

' Replyfclarification.*'ekplariation of AL

| qualified opinion to AIL | Bl !
The auditors of AlL- Mis. | With regards to the above it is apparent that the auditor of

qualified |

Financial Statements of |

opinion of the auditors |

| (ii)Performing specific audit procedures

ToTdrs aswtd @i eferanream Yea S S WAl PenTE A s

the Company has given Qualified Report for non-
availability of Property Plant and Equipments Register. In
this regard it is our opinion that the auditor of the
Company was not justified in giving Qualified Report on
the above matters because the auditor may perform the
following alternative audit procedures as per BSA-510:
Initial Audit Engagement - Opening Balances, the auditor
shall obtain sufficient appropriate audit evidence about
whether the opening balance that affect the current
period’s financial statements by performing one or more of

| the following:

(1) Where the prior year financial statements were
audited, reviewing the predecessor auditor's working
papers to obtain evidence regarding the opening
balances.

(i) Evaluating whether audit procedures performed in the
current period provide evidence relevant to the
opening balances; or

to obtan
evidence regarding the opening balances.

(iv)Observing a current physical non-current assets count
and reconciling it back to the opening non-current assets
quantities

(v) Performing audit procedures on the valuation of the
__Opening non-current assets item.

e

Our(CFD) Comments

The explanation of AlL is not |
acceptable as we agree with
the auditors that AlL is a listed

| company and a manufacturing
| concern with huge asset base,

where Net Asset Value (NAY) 1s |
of iImmense impartance to the |
users of the financial |
statements. Opening balance of |
fixed assets of Tk. 1,252.39 |
million shown in the audited
financial statements of AlL |
against Property, Plant and
Equipment, existence and value |
of those assets should be
physically confirmed by the |
auditors. |

In this regard, the auditors were :
trying to confirm the opening |
balances of such assets as
required by Bangladesh
Standards on Auditing (BSA |

| 510: Initial Audit Engagements- |

opening  balances),  and |
requested for making a Fixed |
Assets Register (FAR) available

| to them. Auditors also opted to
| visit the factory premise of AIL |

|

fixed assets. No invitation was

to conduct stock _counting ofi
|
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Interest
amounting to Tk.174.89
million accrued during the
year ended on June 30,
2014 against outstanding
bank loan amounting fo |

£Xpenses

Tk.1,722.77 million
which was not provided |
forfcharged in  the |
statement of |
comprehensive  income.
By not making |
provisionicharging |
interest expenses

amounting to Tk, 174.89 |
milion in the statement of |

For non-current assets, such as Property Plant and
Equipment, the auditor will ordinarily examine the
accounting records and other information underlying
the opening balances. In certain cases. the auditor
may be able to obtain confirmation of opening
balances with third parties. for example, vendor

relating to Property Plant and Equipment. In other |

cases, the auditor may need to carry out the following
additional audit procedures

observing a current physical Property Plant and
Equipment count and reconciling it back to the opening
Property Plant and Equipment quantity

performing audit procedures on the valuation of the
opening Property Plant and Equipment item,

A combination of these procedures may provide

(o)

sufficient appropriate audit evidence.

As per BSA-510 for confirming physical existence of Property
Plant and Equipment auditor has not followed alternative
audit procedures. It is also mentionable that in order to give
complete account ol the Property Plant and Equipment
ol proy ided
with  Pioner
Insurance Co. Lwde which provided as full aecount of
the Property Plant and Equipment. Moreover the Company
also offered the auditors to visit the factory premises to verify
the physical existence but instead of visiting the auditor but
rather qualified on the basis that there was no register in the
form of a "Balam Khata" for Property Plant and Equipment.
As such the auditor of the Company cannot qualify their
report on this ground. Moreover management of the
Company has given clear disclosure in Financial Statements
relating to non maintenance of Fixed Assets Register in

the Company. the management the

Insurance  Policy ot the  Company

| notes to the accounts (See Note 3.03.1). But the Auditor did
disclosure |

not pass any opinion aboul management
regarding non maintenance of Fixed Assets Registers

Auditor of the Company has given Qualified Report on
Financing Charges (interest expenses) amounting to
Tk.174.89 million for not providing it in the Statement of
Comprehensive Income. In this regard we are informing
you that the management of the Company has given clear
disclosure in notes to the accounts of Financial

| Statements in accordance with Bangladesh Accounting

Standard (BAS-37 ' Provisions, Contingent Liabilities and
Contingent Assets) We are explaining our reasons for
considering financial charges as contingent liabilities in
accordance with Bangladesh Accounting Standard (BAS-
37) which are stated below -

a Being contingent liability the Company has no legal or
constructive obligation to pay financial expenses,

_because the financial expenses has not been |
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made to them by AIL for

| physical verification of fixed
| assets. The auditors opined thal
without existence of any Fixed
| Asset Register it would not have
| been possible for them to verify
| fixed assets. As such, the
auditors expressed qualified
| opinion making doubt on
physical existence and value
of fixed assets
Tk.119, 60,41,016.00.

| It reveals from the above and
qualified opinion of the auditors

30. 2014 did not reflect the true
and fair view of the company’s
financial position as of June 30

| existence and value of fixed
| assets of
60,41,016.00.

|

! R | _
| Explanation of AL s nol
| acceptable as AlL did not make

of |

that the financial statements of |
AlL for the year ended on June |

2014 due to doubt on physical |

Tk.119, |

|pr0vi_5iomchafge the interest |

expenses of Tk 174.89 million
|against its outstanding bank
[ loan amounting to Tk 1.722.77
million in the statement of
| comprehensive income for the
| year ended on June 30, 2014
As a result, Net Profit & Earning

| Per Share (EPS) as well as Net !

Assets Value (NAV) of the
company were shown
| overstated in its financial

statements for the year ended
on_ June 30, 2014 The
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year ended on
June 30, 2014, Interest |
Expenses Financial
Expense Wwas |
understated and shown
Nel Profit of Tk !
122.674,490.00 instead
of Net Loss of Tk
5221551000 As a|
result the financial |
statements of AIL for the

year ended on June 30,
2014 did not reflect true

& far view of the
company's financial
position as of June 30,

2014 and the result of its

' :rwpbsed and un-impos&d in
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calculated and charged by the Money Lending Bank o

borrower In this case the Money Lending Bank ie.
Sonall Bank Limited has not calculated and charged
financing expenses on our Company due to Legal
Procedures for giving waiver of imposed and un-
m d interest in ace
BRPD circular No Q7 dated June 20, 2013 as sick
industries. In absence of definite indication to pay the

L™ |
cordance with Bangladesh Bank

financing charges there is no legal or constructive |

obligation created for the year ended 30" June, 2014
b. As per auditor qualified report, these financing

expenses are probable. We strongly defend ourselves |

[r\a1 it is absolutely possible but not probable because
n this circumstance there is no scope to disregard the

applmanon by the Bangladesh Bank. Bangladesh Bank |

has already issued a BRPD circular-7 for giving waiver
of imposed and un-imposed interest of sick industries
As per such circular concerned lending Bank is
authority to give waiver of imposed and un-imposed
interest not Bangladesh Bank
As sick industries we had applied to Sonali Bank Limited
for giving waiver not to the Bangladesh Bank. So there is
no question for disregarding our application by
Bangladesh Bank
Considering our application Lending Bank i.e. Sonali Bank
Limited has reviewed for giving waiver of imposed and un-
imposed interest in accordance with Bangladesh Bank
BRPD circular No.07 dated June 20, 2013 and decision is
still pending. We have definite option to pay all principal
borrowing amounts without paying imposed and un-
imposed interest The management of the Company is
thinking to pay principal borrowing amount without paying
terest availing the Bangladesh
Bank BRPD circular-07. We think before giving Qualified
Report Auditor has not considered the actual facts and

BAS-37 which has beeﬂ disclosed in the notes to the

operation for the year
then ended: |
|

|

|

|

|

|

|

|

|

|

|

|

|

On examination of the |
aforesaid audited |
financial statements, |
Commission has some |
observations & |
Comments, among |

ot hl“rs th e f—] low ;...”‘r
The (_.GHTF'}GQ_Y

A\
)

was |

accounts of Financial Statements
Under the above facts and circumstances and BAS-37, it
is a possible obligation but not probable. So no provision
s required at this moment
¢. Considering the above facts the obligation is not
certain because Lending Bank i.e. Sonali Bank Limited
has not charged on the Company and not given decision
whether to pay or not

ALLTEX Fabrics Limited is a Public Limited Company
established under the Company's Act 1913 vide
registration No.C-14609/174 of 1985-1986 dated 11"
August 1985. The main object of the ALLTEX Fabrics
Limited is manufacturing of grege cloth fabrics and
ALLTEX Industries Limited will consume entire production
of ALLTEX Fabrics Limited under buy back contract. As

L)
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company's claim regarding such

interest expenses as contingent
liability due 1o of
application for waiver of interest
Is not also acceptable because
of reasons as explained by the

filing

audﬂors at queries # 03, points |

(i), (ii) & (iii) [We also agree with
the reasons shown by
auditors]

Interest expenses amounting
Tk.174.89  million  accrued

the !

to |

during the year ended on June '

30, 2014 against outstanding
bank loan amounting fo
Tk.1,722.77 million, which was

not provided for/charged in the |

statement of comprehensive
income. By not making
provision/charging interest
expenses amounting to
Tk 17489 milion in the |
statement of comprehensive
income for the year ended on |
June 30, 2014, Interest
Expenses/ Financial Expense

was understated and shown Net |

Profit of Tk. 12267449000
instead of Net Loss of
Tk, 52,215,510.00

As a result the financial
statements of AlL for the year
ended on June 30, 2014 did not
reflect true & fair view of the
company's financial position as
of June 30, 2014 and the resull

of its operation for the year then |

ended

As such, the matter may be
referred to Enforcement |
Department for  appropriate
enforcement action against the
\,.Of“paui

The companys explana.'on in
this regard is not acceptable
company was directed
under section 11(2) of the
Securities and  Exchange
Ordinance, 1969 to submit
supporting bank statements of

such, to meet up the ALLTEX Industries Limited's grege | both' Companies with regard 10 |
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C-Cmprehenswe
for the year ended on

June 30, 2014, Interest
Expenses Financial
Expense was
understated and shown

Net Proft of Tk

incoeme [

(122,674,430.00 instead
of Net Loss of Tk
5221551000 As a
result, the financial |

statements of AlL for the

year ended on June 30,
2014 did nol reflect true
& fair view of the
company s financial
position as of June 30,
2014 and the result of its
operation for the year
then ended:

aforesaid audited
financial statements
Commission has some
observations &
Comments among
others, the following:

A) _The company was

| imposed and un-imposed interest availing the Bangladesh | As a

| accounts of Financial Statements,

On examination of the |
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calculated and charged by the Money Lending Bank on | company's claim regarding such

borrower In this case the Money Lending Bank i.e. | interest expenses as contingent '

Sonali Bank Limited has not calculated and charged | liability due to
financing expenses on our Company due to Legal
Procedures for giving waiver of imposed and un- | 1s not also acceptable because
imposed interest in accordance with Bangladesh Bank | of reasons as explained by the
BRPD circular No 07 dated June 20. 2013 as sick | auditors at queries # 03. points
industries. In absence of definite indication to pay the | (i), (i) & (iii) [We also agree with
financing charges there is no legal or constructive | the reasons shown by the
obligation created for the year ended 30" June, 2014, | auditors].
b. As per auditor qualified report, these financing
expenses are probable. We strongly defend ourselves | Interest expenses amounting to
that it is absolutely possible but not probable because | Tk.174.89  million  accrued
in this circumstance there is no scope to disregard the | during the year ended on June
application by the Bangladesh Bank. Bangladesh Bank | 30, 2014 against outstanding
has already issued a BRPD circular-7 for giving waiver | bank loan amounting to
of imposed and un-imposed interest of sick industries.
As per such circular concerned lending Bank is | not provided for/charged in the
authority to give waiver of imposed and un-imposed | statement of comprehensive
interest not Bangladesh Bank | income. By not making
As sick industries we had applied to Sonali Bank Limited | provision/charging interest
for giving waiver not to the Bangladesh Bank. So there is | expenses amounting to
no question for disregarding our application by | Tk.174.89 million in the
Bangladesh Bank | statement of comprehensive
Considering our application Lending Bank i.e. Sonali Bank | income for the year ended on
Limited has reviewed for giving waiver of imposed and un- | June 30, 2014,  Interest

fiing  of

application for waiver of interest '

| Tk 1,722.77 million, which was |

imposed interest in accordance with Bangladesh Bank | Expenses/ Financial Expense

BRPD circular No.07 dated June 20, 2013 and decision is | was understated and shown Net
still pending. We have definite option to pay all principal | Profit of Tk. 122,674.49000
borrowing amounts without paying imposed and un- | instead of Net Loss of
imposed interest. The management of the Company is | Tk. 52,215,510.00
thinking to pay principal borrowing amount without paying |
result, the financial
Bank BRPD circular-07 We think before giving Qualified | statements of AIL for the year
Report Auditor has not considered the actual facts and | ended on June 30, 2014 did not
BAS-37 which has been disclosed in the notes to the | reflect true & fair view of the
| company's financial position as
Under the above facts and circumstances and BAS-37, it
is a possible obligation but not probable. So no provision | of its operation for the year then
1S required at this moment | ended,

c. Considering the above facts the obligation is not | As such, the matter may be

of June 30. 2014 and the result |

certain because Lending Bank i.e. Sonali Bank Limited | referred to  Enforcement |
has not charged on the Company and not given decision | Department for  appropriate
whether to pay or not | enforcement action against the

______ jcompany.

e —— e e e
ALLTEX Fabrics Limited is a Public Limited Company | The company's explanation in

established under the Company's Act 1913 vide | this regard is not acceptable,
registration No.C-14609/174 of 1985-1986 dated 11" | The company was directed

August 1985 The main object of the ALLTEX Fabrics | under section 11(2) of the |

Limited is manufacturing of grege cloth fabrics and | Securiies and  Exchange
ALLTEX Industries Limited will consume entire production | Ordinance, 1969 to submit
of ALLTEX Fabrics Limited under buy back contract. As | supporting bank statements of
such, to meet up the ALLTEX Industries Limited's grege | both Companies with regard to
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directed under section | cloth demand it was necessary 10 increase production | investment of Tk 70.000.000.00
11(2) of the Securities | volume of ALLTEX Fabrics Limited For increasing | to ALLTEX Fabrics Limited, but
and Exchange | production volume ALLTEX Fabrics Limited badly needed | the company did not submit
Ordinance, 1968 to | sufficient working capital, as a result management of | such bank statements in support
submit supporting bank | ALLTEX Fabrics Limited decided to increase their equity | of investment of Tk
statements of  both | for getting SLrﬂcem working capital form Bank, To | 70,000,00000 to  ALLTEX
Companies with regard to | increase the equity of ALLTEX Fabrics Limited, the Board | Fabrics Limited Without such
investment of Tk. | of Directors of HLLTEX Industries Limited decided to | supporting documents
[70,000,000.00 to | invest in ALLTEX Fabrics Limited for purchasing of | investment of Tk. 70,000,000.00

Al

ALLTEX Fabrics Limited
but the company did not
submit such bank
statements in support of
investment of Tk
{70,000,000.00 10
ALLTEX Fabrics Limited
Without such supporting
doc“mems |rwestmem of

0 ONr

Tk 0.000.0 to
ALLTEX Fabrics Limited
is in question By not |
providing required
documents, AlL violated |
the provision of the |
section 11(2) of the |
Securities and Exchange

Ordinance, 1969;

The board
directors of  the |
company, in its
meeting held on|
October 28, 2014,
has recommended |
10% stock dividend,
e, of Tk. |
4,80,00,000.00

against Net Loss for
the current year of |
Tk.  52,215,510.00
and/or against
Accumulated Loss of |
Tk.119,321,009.00

after transfer of all
reserves of the
company, which is
inconsistence  with
the provision of the |

(e

clause 98 of

Schedule | of the!

| Companies Act, |
'..?..5.";‘_'; ”1-I.r.y’, - kl‘._;\-f;, -

of | Auditor of the Company has given qualified opinion on |

| are really astonished that how can auditor confirm that

| any indication regarding interest calculation and charged by

+orlro-2 "Dt ChTeglrs

7.00,000.00 (Seven lac) shares of Tk.100 each for the |
years 2001-2002 and such investment was approved by
the shareholders of ALLTEX Industries Limited, in the 20"
Annual General Meeting. Total paid up capital of ALLTEX |
Fabrics Limited is Tk.16.00,00,000.00 out of which

Tk.7.00,00,000.00 was invested by ALLTEX Industries |
Limited. The percentage of share holding by ALLTEX |
Industries Limited is 43.75%. The investments were

shown in the financial statements ALLTEX Industries |
Limited in the year 2002-2003 and continue up to the year

2013-2014

to ALLTEX Fabrics Limited is in
question
required  documents AlL
violated the provision of the
section 11(2) of the Securities
and Exchange Ordinance, 1969

|
The companys explanation 15
not acceptable because there
was no sufficient profit for the
current year, ie., for the year
| ended on June 30, 2014 and In
| the previous years' retained
garnings/dividend  equalization
reserve with the company for
declaring such dividend in line
with requirement of clause 98 of
Schedule | of the Companies
Act, 1994, “No dividend shall

interest expenses as financing charges (interest expenses)
amounting to Tk.174.89 million accrued during the year. We

Tk.174.89 million accrued as financing charges in absence of
the Lending Bank due to legal obligation to pay imposed and
un-imposed interest. As per BSA 200: 'Overall Objectives of |
the Independent Auditor and the Conduct of an Audit in
Accordance with Bangladesh Standards on Auditing’
auditor's responsibilities is to pass opinion on the financial
statements but in this case auditor has calculated a
estimated figure as financial charges (interest expenses)
without obtaining any supporting documents and Bank.
statements from Lending Bank. If the financial expenses
were actually accrued then management of the Company
would be liable to charge in the statement of comprehensive
income on the basis of Bank Statements. We have also given
more details about it in point No.2 of this letter

Considering above facts we strongly believe that estimated |
fiqure of financial charges by the auditor is totally contingent
liabilities as per (BAS-37: Prowisions, Contingent Liabilities
and Contingent Assets). The Board of Directors of the
Company has not recommended 10% stock dividend of

| profits of the year or any
other undistributed profits

| Interest expenses amounting to
Tk.174.89  milion  accrued
during the year ended on June
30, 2014 against outstanding
bank loan amounting
Tk.1,722.77 million, which was
not provided for/charged in the

fo

4,80,00,000.00 out of accumulated profit. The Board of | statement of comprehensive
Drﬂrtcrs of the Company has recommended 10% stock | jncome. By not making
dividend from  dividend  equalization reserve prowsrc}n chargmg interest

By not providing |

| be paid otherwise than out of |

-2043), 3-TNEA i< L
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1994 By
declaring/recommen
ding 10% stock
dividend bonus
share of Tk.
4,80,00,000.00,

capital of Tk.
4,80,00,00000 will |
be issued as
dividend out of

accumulated loss of
Tk.119,321,009.00.

Board of Directors
has recommended
such dividend
ignoring qualified
opinion of the |
auditors on  non- |
charging of interest
expenses of

Tk.174 .89 million."
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Tk.2,90,00,000.00 which was created out of operahonal profit |

in the year 1998-1999 and remaining balance of
Tk.1,90.00 "!"" 00 from  accumulated proft  of
Tk.2.65.,6 justification of recommended 10%
stock divi are giving analysis of accumulated profit '
below

| Description Taka |
Retained eamng 1 7 201 | (283808459
Add Current year profit | 122874490 |
I | (167,134 :.:;.
| A Ad" Tranctar bram Canaral Recers 1 e % 550,000 |
— - et il e i 1
i S
[Add, Unclaimed dvidend trans [ 24083000 |
1
l o | s

Clause 98 of schedule 1 of the Companies Acts 1994 "No
dividend shall be paid otherwise then out of profit or any
other undistributed profits

The Board of Directors the Company has
mcommendeo 10% stock dividend in accordance with
clause 98 of schedule 1 of the Companies Acts 1994
because out of total stock dividend Tk.2,90.00,000.00
from dividend equalization reserve and remaining
amount of Tk.1
Tk.2,65,68,991. Dividend equalization reserve it can be
used only for payment of dividend

You have asked us to submit bank statements of
ALLTEX Industries Limited and ALLTEX Fabrics Limited

nf
Ul

| Retained

80,00,000.00 from accumulated profit of |

relating to investment of Tk.7.00.00 [‘OG 00 as payment |

by ALL"EX Industries Limited and receiving by ALLTEX
Fabrics Limited

For r,ubn‘ ltng of Bank statements of ALLTEX Industries
Limited and ALLTEX Fabrics Limited we are informing
you that this amount has not been invested in the year
2013-2014. This amount was invested in the year 2001-
2002. For your clear understanding we are also clarifying

that before investing this amount ALLTEX Industries
Limited paid Tk.24,23,05606900 as advance against

grege cloth
crossed cheque or Bank transfer. During the year 2001-
2002 both Companies Board of Directors decided to
issue and purchase 7,00,000 Ordinary Shares of Tk.100
each to amounting Tk7,00,00,000.00 by adjusting
advance against grege cloth purchase and such shares
allotment was made on 31-12-2001

We believe you will find our explanations as stipulated
above satisfactory in light of the fact that the Company
has adhered to all laws, regulations and guidelines of the
Bangladesh Accounting Standards as well as relevant
laws relating to taxation

| October

purchase up to the 30" June 2001 by | .le\,ompa'

ifeckibe wie aire S

©el), o AT 41/9, BIF1-Yooo, AT |

amounting 1o
Tk.174.8¢ million in the
statement of comprehensive
income for the year ended on
June 30, 2014, Interest
Expenses/ Financial Expense
was understated and shown Nel
of Tk 52‘“ 4
instead of Net Loss of

Tk. 52,215510.00. ie.. there
would be | Loss of Tk |
52,215,510.00 for the year

V.U

expenses

s alals

Drafit )
Front a9V W

et

ended on June 30 2014

from dwlcmq equa zalu
to Refained Eamings E
Earnings would be negative
T 140 121 NG NN o
K

9 32100491 — Previ

years'
Tk.289,80

Dividend Tk 24 (
Equalization

Tk.29.000.000- Current years Ne
Loss Tk.52.215.510)

Tha board -Is directors \f the
company, mn s '.et ng held on

has
recommended stock dividend
I8

of Tk. 4,80,00,000.00 against |
Net Loss for the current year o

Tk
E. "1! t."‘ 00

Accumulated
Tk.119,321.0
all reserves of t
is Inconsistence

:\a the

cia

es Act. 1994

| By declaring/recommending 10%
stock dividend/ bonus share of
Tk. 4,80,00,000.00, capital of Tk
4,80,00,000.00 will be issued as
dividend out of accumulated loss
of Tk.119,321,009.00. Board of
Directors has recommended such
dividend ignoring qualified opinion
of the auditors on non-charging of
interest expenses of Tk.174 89
million

I-50bo9q3d, 3.0058F |
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

JIBON BIMA TOWER (14, 15, 16 & 20 FLOOR). 10 DILKLU'SHA C'A, DHAKA-1000, BANGLADESH
w2 fausmg i/ awreit/axow/2ove) \0I@ wifads 29 WTHRE 203¢ T
T

mrzs, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) w4 section 2(g) mrenzs w=the TilEs
ffarpe ‘issuer fewme wfefes (weeem Tywe 4= Sy

rarzs, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1989) w3 section 2(cc) mreim=s ~Commission
means Bangladesh Securities and Exchange Commission constituted under the Bangladesh Securiti.es and Exchange
Commission Act, 1993 (e * o * 3w Bffas);

mrgs, Securities and Exchange Rules, 1987 «a rule 12(2) @ Bwr wamz @, “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. ..";

mrmy, Securities and Exchange Rules, 1987 «a rule 12 squdt Tywma sge fardre wids faad shivm @ w0 aias fadls qmne
“9e 77 (ATETLES BATAR FES I wo, 1058 T2 ST Fig e sy [arere ide fagad afimm @ w1 9@ @ e

TETEE,. EerarE aovrg Wids gferanteg B ST gayned « i e 9T,

Commission's queries | Reply/clarification/explanation of AlL [ Our(CFD) Comments
as well as audito
qualified U__prmﬂ nAIL ! DO e N[ | .y i
The auditors of AlL- Ms. | With regards to the above it is apparent that the auditor of | The explanation of AIL is not
MABS & J Partners, ‘ the Company has given Qualified Report for non- | acceptable as we agree with
Chartered  Accountants | availability of Property Plant and Equipments Register. In | the auditors that AlL is a listed
expressed qualified | this regard it is our opinion that the auditor of the | company and a manufacturing
opinion  on  Audited = Company was not justified in giving Qualified Report on | concern with huge asset base, |
Financial Statements of | the above matters because the auditor may perform the | where Net Asset Value (NAV) is |
AIL for the year ended on | following alternative audit procedures as per BSA-510: | of immense importance to the
June 30, 2014 making | Initial Audit Engagement - Opening Balances, the auditor | users  of  the  financial
doubt on physical | shall obtain sufficient appropriate audit evidence about | statements. Opening balance of |
existence and value of | whether the opening balance that affect the current | fixed assets of Tk, 126239
fixed assets of Tk.119, = period's financial statements by performing one or more of | million shown in the audited
60.41.016.00. It reveals | the following: financial statements of AlL
from  the  summary against Property, Plant and |
statement and qualified | (i) Where the prior year financial statements were | Equipment, existence and value |

opinien of the auditors | audited, reviewing the predecessor auditor's working | of those assets shouid be I
that the financial | papers to obtain evidence regarding the opening | physically confrmed by the

statements of AIL for the balances. | auditors,

year ended on June 30 |
"”‘ did not reflect the | (i) Evaluating whether audit procedures performed in the | In this regard, the auditors were '
true and fair view of the ' current period provide evidence relevant to the ! trying to confirm the opening |
company's financial | opening balances; or | balances of such assets as |
positicn as of June 30, required by Bangladesh

2014 due to doubt on | [iijPerforming specific audit procedures to obtain  Standards on Audting (BSA |
IPhymcel existence and evidence regarding the opening balances { 510; Initial Audit Engagements- |
value of fixed assets of | | opening balances). and

ITk.119, 60,41,016.00; |

| {iv)Observing a current physical non-current assets count | requested for making a Fixed |
| and reconciling it back to the opening non-current assets | Assets Register (FAR) available |

guantities. i to them. Auditors also opted to |

visit the factory premise of AlL

| | (V) C’ar‘ormng audit procedures on the valuation of the | to conduct stock counting of
£ | opening non-current assets item. _ | fixed assets. No invitation was |

Phone (PABX )

“BRO-2-956810]-2, +RE(0-2 ‘J‘“f\l‘\ 5, Fax - +880-2-9563721. e-mail : . Web :



Interest

amounting to Tk.174.89
million accrued during the
vear ended on June 30,
|2014 against outstanding
bank loan amounting fo

[Tk1,722.77 million,
which was not provided
foricharged  in  the
statement of |
|cc-rr.preher\.':;|ve income.
By not making
jprovisionicharging

interest eXpenses

amounting to Tk.174.89
million in the statement of

expenses |

ot (HefRaF) : Hhbo-3-besbod-3, +orbo-23-BeYNEC, T : +bbo-3-beboqd), B-108A

For non-current assets, such as Property Plant and

Equipment, the auditor will ordinarily examine the |

accounting records and other information underlying
the opening balances. “In certain cases, the auditor
may be able to obtain confirmation of opening
balances with third parties, for example, vendor
relating to Property Plant and Equipment. In other

cases, the auditor may need to carry out the following |

additional audit procedures

e observing a current physical Property Plant and
Equipment count and reconciling it back to the opening
Property Plant and Equipment quantity

» performing audit procedures on the valuation of the
opening Property Plant and Equipment item
A combination of these procedures may provide
sufficient appropriate audit evidence

As per BSA-510 for confirming physical existence of Property
Plant and Equipment auditor has not followed alternative

| audit procedures. It is also mentionable that in order to give

complete account ol the Property Plant and Lquipment
ol the Company. the management
Policy ol the

the
Pioner

provided

Insurance Compuany  with

Insurance Co. Ltd. which provided as Tull account of
| the Property Plant and Equipment. Moreover the Company

also offered the auditors to visit the factory premises to verify
the physical existence but instead of visiting the auditor but
rather qualified on the basis that there was no register in the

form of a "Balam Khata" for Property Plant and Equipment. |
As such the auditor of the Company cannot qualify their |

report on this ground. Moreover management of the
Company has given clear disclosure in Financial Statements
relating to non maintenance of Fixed Assets Register in
notes to the accounts (See Note 3.03.1). But the Auditor did
not pass any opinion about management disclosure
regarding non maintenance of Fixed Assets Registers.

Auditor of the Company has given Qualified Report on '

Financing Charges (interest expenses) amounting to
Tk.174.89 million for not providing it in the Statement of
Comprehensive Income. In this regard we are informing
you that the management of the Company has given clear
disclosure in notes to the accounts of Financial
Statements in accordance with Bangladesh Accounting
Standard (BAS-37 : Provisions, Contingent Liabilities and
Contingent Assets). We are explaining our reasons for
considering financial charges as contingent liabilities in
accordance with Bangladesh Accounting Standard (BAS-
37) which are stated below:-

| a. Being contingent liability the Company has no legal or

constructive obligation to pay financial expenses,
because the financial expenses has not been

e fesabe e aFAre FhHw

G A Brew (3¢, Sy, 39 8 TH T&l), do AP /4, TR-dooo, G |

made to them by AIL for
physical verification of fixed
assels. The auditors opined that
without existence of any Fixed
Asset Register it would not have
been possible for them to verify
fixed assets. As such, the
auditors expressed qualified
opinion making doubt on
physical existence and value |
of fixed assets of |
Tk.119, 60,41,016.00.

It reveals from the above and

qualified opinion of the auditors

that the financial statements of |
AIL for the year ended on June
30, 2014 did not reflect the true
and fair view of the company's
financial position as of June 30,
2014 due to doubt on physical |
existence and value of fixed

assets of Tk.119, |
60,41,016.00. |

Explanation of AIL is not |
acceptable as AIL did not make
provision/charge the interest |
expenses of Tk.174.89 million |
against its outstanding bank
loan amounting to Tk.1722.77
million in the statement of
comprehensive income for the |
year ended on June 30, 2014,
As a result, Net Profit & Earning
Per Share (EPS) as well as Net
Assets Value (NAV) of the
company were shown
overstated in its financial
statements for the year ended |
on June 30, 2014. The |
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ity &

comprehensive  Income
for the year ended an
June 30, 2014, Interest |

Expenses/ Financial
Expense was |
understated and shown |
|Net Proft of Tk,
122674 490.00 instead
f Net Loss of Tk |
E2215.510.0G. As a
result,  the  financial

statements of AL for the |
year ended on June 30, |
2014 did not reflect true |
B fair view of the |
company's financial
osition as of June 30,
014 and the result of its |
pperation for the year

calculated and charged by the Money Lending Bank on |
borrower. In this case the Money Lending Bank i.e. ‘
Sonali Bank Limited has not calculated and charged
financing expenses on our Company due to Legal
Procedures for giving waiver of imposed and un- |
imposed interest in accordance with Bangladesh Bank |
BRPD circular No.07 dated June 20, 2013 as sick | auditors at queries # 03, points
industries. In absence of definite indication to pay the ‘ (i), (it) & (iii) [We also agree with
financing charges there is no legal or constructive | the reasons shown by the |
obligation created for the year ended 30" June, 2014 ‘ auditors],

As per auditor qualified report these financing |
expenses are probable. We strongly defend ourselves
that it is absolutely possible but not probable because | Tk.174.89  million accrued
in this circumstance there is no scope to disregard the | during the year ended on June
application by the Bangladesh Bank. Bangladesh Bank | 30, 2014 against outstanding
has already issued a BRPD circular-7 for giving waiver | bank loan amounting  to
of imposed and un-imposed interest of sick industries. | Tk.1,722.77 million, which was
As per such circular concemed lending Bank is | not provided for/charged in the |
authority to give waiver of imposed and un-imposed | statement of comprehensive

company's claim regarding such |
interest expenses as contingent |
liability due to filing of
application for waiver of interest
is not also acceptable because
of reasons as explained by the

b.
Interest expenses amounting to

then ended: | Interest not Bangladesh Bank | income. By  not making
| As sick industries we had applied to Sonali Bank Limited | provision/charging interest |

‘ for giving waiver not to the Bangladesh Bank, So there is | expenses  amounting to
no question for disregarding our application Dby Tk.174.89 milion in  the |

: Bangladesh Bank. statement of comprehensive

| Considering our application Lending Bank i.e. Sonali Bank | income for the year ended on
' Limited has reviewed for giving waiver of imposed and un- | June 30, 2014, Interest |
! | imposed interest in accordance with Bangladesh Bank ‘ Expenses/ Financial Expense
| BRPD circular No.07 dated June 20, 2013 and decision is | was understated and shown Net
| | still pending. We have definite option to pay all principal | Profit of Tk. 122,674,480.00
' | borrowing amounts without paying imposed and un- instead of Net Loss of
| imposed interest. The management of the Company is Tk. 52,215,510.00.
‘ | thinking to pay principal borrowing amount without paying ‘
- | imposed and un-imposed interest availing the Bangladesh | As a result, the financial |
Bank BRPD circular-07. We think before giving Qualified | statements of AL for the year
‘ Report Auditor has not considered the actual facts and | ended on June 30, 2014 did not |
BAS-37 which has been disclosed in the notes to the | reflect true & fair view of the
| | accounts of Financial Statements. company's financial position as
| | Under the above facts and circumstances and BAS-37, it | of June 30, 2014 and the result |
is a possible obligation but not probable. So na provision ‘ of its operation for the year then |

| : | is required at this moment | ended. '
c. Considering the above facts the obligation is not | As such, the matter may be |

| certain because Lending Bank i.e. Sonali Bank Limited | referred  to  Enforcement |

| has not charged on the Company and not given decision | Department for  appropriate |

| | whether to pay or not. | enforcement action against the |

LR o B AR RO (ol A e (MG .. |1
On examination of the | ALLTEX Fabrics Limited is a Public Limited Company | The company's explanation in

aforesaid audited | established under the Company's Act 1913 vide | this regard is not acceptable.|
| financial  statements, | registration No.C-14609/174 of 1985-1986 dated 11" | The company was directed
| Commission has some | August 1985 The main object of the ALLTEX Fabrics ‘ under section 11(2) of the |
observations &  Limited is manufacturing of grege cloth fabrics and | Securites  and Exchange!
| Comments, among ‘ ALLTEX Industries Limited will consume entire production | Ordinance, 1969 to submit |

| others, the following: of ALLTEX Fabrics Limited under buy back contract. As
A) The company was | such, to meet up the ALLTEX Industries Limited's grege

supporting bank statements of |

o ((Hafaq@) « 4 o-2-Beubdod-, +rbo-2-BELEIE, WIH : +brro-2-DCLOAR0, ER e L , A




Hirected under section | ary

11(2) of the Securities | volume of ALLTEX Fabrics Limited For increasing

land Exchange | production volume ALLTEX Fabrics Limited badly needed
EOroinance 1969 to | sufficient working capital, as a result management of
ubmit supporting bank | ALLTEX Fabrics Limited decided to increase their equity

statements of both
Companies with regard to
investment of TR
i’FO.UOU.ODO.{JD to

for getting sufficient working capital form Bank. To
increase the equity of ALLTEX Fabrics Limited, the Board
of Directors of ALLTEX Industries Limited decided to
invest in ALLTEX Fabrics Limited for purchasing of
LLTEX Fabrics Limited, | 7,00,000.00 (Seven lac) shares of Tk.100 each for the
but the company did not | years 2001-2002 and such investment was approved by
ubmit such bank | the shareholders of ALLTEX Industries Limited, in the 20"
statements in support of | Annual General Meeting. Total paid up capital of ALLTEX
investment  of  Tk. | Fabrics Limited is Tk.16,00,00.000.00 out of which
70,000,000.00 to | Tk.7,00,00,000.00 was invested by ALLTEX Industries
ALLTEX Fabrics Limited. | Limited. The percentage of share holding by ALLTEX
Without such supporting | Industries Limited is 43.75%. The investments were
documents, investment of | shown in the financial statements ALLTEX Industries
[;k 70,000,000.00  to | Limited in the year 2002-2003 and continue up to the year

LLTEX Fabrics Limited | 2013-2014.
Is in question. By not |
providing required
documents, AlL violated |
the provision of the |
secion 11(2) of the

Securities and Exchange
Ordinance, 1969;
The board of
| directors  of  the
company, in its

interest expenses as financing charges (interest expenses)
| amounting to Tk.174.89 million accrued during the year. We

| meeting  held  on | 7 174 89 million accrued as financing charges in absence of

| October 28, 2014, | any indication regarding interest calculation and charged by |

| has  recommended | the Lending Bank due to legal obligation to pay imposed and
10% stock dividend. | un-imposed interest. As per BSA 200: ‘Overall Objectives of |
i of Tk | the Independent Auditor]and the Conduct of an Audit in

' 4.80,00,000.00 Accordance with Bangladesh Standards on Auditing

auditor's responsibilities is to pass opinion on the financial

against Net Loss for | statements but in this case auditor has calculated a

the current year of
Tk.  52,215.510.00
and/or against
Accumulated Loss of
Tk.119,321,009.00

after transfer of all

without obtaining any supporting documents and Bank
statements from Lending Bank. If the financial expenses
| were actually accrued then management of the Company
would be liable to charge in the statement of comprehensive

more details about it in point No.2 of this letter.

reserves of the ;Considefr;ng above facts we sﬁrongly believe that estimated
; : igure of financial charges by the auditor is totally contingent

company, which IS 1 fabifties as per (BASE-JB?: Provisions, Contingent Liabiigi;ties

inconsistence  with | 5 Contingent Assets) The Board of Directors of the

the provision of the | Company has not recommended 10% stock dividend of

clause a8 of | Tk.4,80.00,000.00 out of accumulated profit. The Board of

cloth demand it was necessary to increase production |

| question.

" Auditor of the Company has given qualified opinion on ’

are really astonished that how can auditor confirm that |
| ended on June 30, 2014 and in

estimated figure as financial charges (interest’ expenses) |

Income on the basis of Bank Statements. We have also given |

G fseibe sne e s
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to ALLTEX Fabrics Limited, but
the company did not submit
such bank statements in support
of  investment of: - Tk
70,000,000.00 to  ALLTEX
Fabrics Limited. Without such
supporting documents,
investment of Tk. 70,000,000.00
to ALLTEX Fabrics Limited is in |
By not providing!
required  documents,  AlL
violated the provision of the |
section 11(2) of the Securities |
and Exchange Ordinance, 1969, |

The company's explanation is |
not acceptable because there
was no sufficient profit for the
current year, ie. for the year

the previous vyears' retained
earnings/dividend  equalization
reserve with the company for
declaring such dividend in line
with requirement of clause 98 of
Schedule | of the Companies
Act, 1994, “No dividend shall |
be paid otherwise than out of |
profits of the year or any |
other undistributed profits.” |

Interest expenses amounting to |
Tk174.89  milion  accrued |
during the year ended on June |
30. 2014 against outstanding |
bank loan amounting to
Tk.1,722.77 million, which was
not provided for/charged in the
statement of comprehensive

Schedule | of the D_ir_ec%ors of the Company has recommlendled 10% stock |income. By not making
Companies Act dividend  from  dividend  equalization  reserve provision/charging ° interest
0 (afd) « +rbo-3-50Ursos 3, +bbo-3-BEUdEC, FIH ¢ +bbo-2-50boaL), T-TT8H GTF
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By
declaring/recommen

4,80,00,000.00 will

Tk.119,321,009.00,

Board of Directors
has recommended
such dividend

opinion of the
auditors on  non-
charging of interest
| expenses of
Tk.174.89 million.”

ding 10%  stock !

dividend bonus
share of Tk.
4,80,00,000.00,
capital of Tk. |

be  issued  as |
dividend out of |
accumulated loss of !

ignoring qualified |

S (HE, DY, Y9 8 T THl), Yo Gf‘"?* q1/4, BIFl-Yo00, T

in the year 1998-199¢ and remaining balance of | Tk.174.89 million in lhe
Tk,1,90,00,000.00 from accumulated profit of | statement of comprehensive
Tk 2.65.63.991.00 For justification of recommended 10% | income for the year ended on
stock dividend we are giving analysis of accumulated profit (

Tk.2.90.00.000.00 which was created out of operational profit ' expenses a-’haunliﬂg 0

June 30, 2014, Interest
|

below Expenses/ Financial Expense
was understated and shown Net
Descript'mn = il ) ' Profit of Tk 122.674.490.00
ﬁ“'anjd earning 172013 | (289808456) | instead of Net Loss of
|Add Current year profit | 1226744%0 | Tk. 52215510.00, ie. there
[ | (167.134000) | would be Net Loss of Tk
{Add Transfer from Generai Reserve | 169,650,000 | | 52,215510.00 for the year
[ | 251591 | | ended on June 30. 2014
[Add: Unclaimed didend ransferred | 24,053,000 |
Total: 26,568,991 |

from
P o ’ ; 3 T 083
Clause 98 of schedule 1 of the Companies Acts 1994 “No | " 24 3,000
dividend shall be paid otherwise then out of profit or any Sl ;
* f'OI“ dividend equalization reserve
other undistriouted profits to Retained Eamir !
L o , ’ y )¢ 30
The Boarq ofﬁ Directors of the Company has | tammg\, would be negalive. i¢
recommended 10% stock dividend in accordance with | Retal oSS
clause 98 of schedule 1 of the Companies Acts 1994 | Tk 119 12. 009 Previous
because out of total stock dividend Tk.2,90,00,000.00 | years ainec :
from dividend equalization reserve and remaining | Tk.289,808 499+ General °°S~f~f-f
amount of Tk.1,90,00,000.00 from accumulated profit of | Tk.169.85 e
Tk.2,65,68,991. Dividend equalization reserve it can be :"d"‘d Tk 24.053.000
- Equalization
used only for payment of dividend | Eeee -
% y Y. . ; | Tk 29,000,000- Current years
You have asked us to submit bank statements of | oss Tk 52 215,510
3 LOSas IR
ALLTEX Industries Limited and ALLTEX Fabrics Limited
relating to investment of Tk.7,00,00,000.00 as payment

The board of directors of the
company, in its meeling C

@ C
=1

by ALLTEX Industries Limited and receiving by ALLTEX | dclober 28 2014 |‘_.;5 :

Fabrics Limited recommended 10%

d 10% stock dividend

For submitting of Bank statements of ALLTEX Industries | e, of Tk. 4,80,00,000.00 against
Limited and ALLTEX Fabrics Limited we are informing | Net Loss for the current year of Tk
you that this amount has not been invested in the year | 52:215510.00  andior — against
2013-2014. This amount was invested in the year 2001- | Accumulated . o
2002. For your clear understanding we are also clarifyin | Tk119.321.009.00 afer transfer of
y st g a YW | i rsiecins of fi
that before investing this- amount ALLTEX Industries | gl i o e A
Limited paid Tk.24,23.05669.00 as advance against | 4 the clause 98 o
grege cloth purchase up to the 30" June 2001 by | the Companies Act 19
crossed cheque or Bank transfer. During the year 2001- | By declaring/recommending 10%
2002 both f‘.ompames Board of Directors decided to | stock dividend/ bonus share of
issue and purchase 7,00,000 Ordinary Shares of Tk.100 | Tk. 4,80,00,000.00, capital of Tk
gach to amounting Tk7.00,00,000.00 by adjusting | 4.80,00,000.00 will be issued as
advance against grege cloth purchase and such shares | dividend out o of accumulated loss
allotment was made on 31-12-2001 | of Tk.119,321,009.00. Board of
We believe you will find our explanations as stipulated | Directors has recommended such
above satisfactory in light of the fact that the Company | dividend ignoring qualified opinion
has adhered to all laws, regulations and guidelines of the | ©f the auditors on non-charging of
Bangladesh Accounting Standards as well as relevant '”t?r%t expenses of Tk.174.89
laws relating to taxation { EHEOD:

R (P19fa0) : +o0-2-5UrI0d-3, +Hrlro-3-DELICIE, T ¢ +bo-2-DEYOAR}, 34T : cici i
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B&\GLADESH SECLRITIES AND EXCHANGE COMMISSION

IBON BIMA TOWI i4. 6 & 20 FLOOR). 10 DILKUSHA C'A. DHAKA-1000, BANGLADESH
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ities and Exchange Ordinance
esh Securities and Excha

Commission Act, 1993 (wrsz«q * afimm * 3= :’;f».f:.‘,;-.

:'ﬂ’f"."i']fﬁl_' No XV of 4|';'-i>"3Q"', g4 section 2 ceC) marer;
constituted under the Bangladesh Securiti

and Exchange Rules, 1987 w«a rule 12(2) « &rae souce cu, “The financial statements of an
security shall be prepared in a jance with the requirements laid down in the Schedule and the Int
Accounting oln“ua'ds as adopted by the In

ite of Cnanered Accountants of Bangladesh
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qualified opinion to AlL . -
e auditors of AlL- Mis. | With regards to the above it is apparent that the auditor of | The explanation of
& J Partners, | the Comps has given Qualified Report for non- | acceptable as we agf
Accountants | availability o / Plant and Equipments Register. In | the auditors that AlL
qualified | this regard it is our opinion that the auditor of the | company and a manufactt
Audited | Company was not justified in giving Qualified Report on | concern with *ume assel base.
ments of | the above matters because the auditor may perform the | where Net Asset V

€ V}is
ended on | following alternative audit procedures as per BSA-510: = of immense :-'“D-J-?fa";:: to the

June

30, 2014 making | Initial Audit Engagement - Opening Balances. the auditor | users of the financial
doubt  on physical | shall obtain sufficient appropriate audit evidence about | statements. Opening balance of
exisie and value of | whether the opening balance that affect the current | fixed assets of Tk. 126238
fixed assets of Tk 119, | period's financial statements by performing one or more of | million shown in the audited
B0,41.016.00. It reveals | the following financial statements of AlL

from the  summary | against Property, Plant and

tatement and qualified | (i) Where the prior year financial statements were Equipment, existence and value |
ppinion of the auditors audited. reviewing the predecessor auditor's working of those 1“&38 should be
that the financial | papers lo oblain evidence regarmhJ the opening | physically by the
statements of AlL for the balances | auditors
year ended on June 30, |
2014 did not reflect the | (ii) Evaluating whether audit :esmes performed in the | Ir the auditors were
true and ‘an view of the current period provide evidence relevant to the | trying to confirm the r.);.\.‘;.rw,-;
company's financial |  opening balances; or balances of such assets as
ton as of June 30 required by Bangladesh
2014 due 1o doubt on | (ii)Performing specific audit ;a'oced-:res to obtain | Standards on Auditing (BSA
physical existence and evidence regarding the opening balances 510: Initial Audit Engagements-
value of fixed assets of | opening  balances),  and
Tk 119, 60.41,016.00 | (iv)Observing a current physical non-current assets count | requested fﬂf making a Fixed
and reconciling it back to the opening non-current assets | Assets Register (FAR) availabie
quantities 0 them ted to
| | visit the factory prermsa n: AlL
(v) Performing audit procedures on the valuation of the | to conduct stock counting of
opening non-current assels item ~, | fixed assets. Na invitahon was
RN Wl I3 5 i N
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é'|r=.terest expenses
amounting to Tk.174.89

million accrued-during the |

year ended on June 30,
014 against outstanding
bank loan amounting to

k172277 million,
which was not provided
for/charged in the
statement of
Fomprehensiw& income,
By not making
provision/charging
interest expenses |

amounting to Tk.174.89 |
milion in the statement of |

| For non-current assets, such as Property Plant and
‘ Equipment, the auditor will ordinarily examine the
accounting records and other information underlying
the opening balances. In certain cases, the auditor
i may be able to obtain confirmation of opening

balances with third parties, for example, vendor |

relating to Property Plant and Equipment, In other
cases, the auditor may need to carry out the following
‘ additional audit procedures:

| o observing a current physical Property Plant and |

Equipment count and recongciling it back to the opening
Property Plant and Equipment guantity
» performing audit procedures on the valuation of the
opening Property Plant and Equipment item,
A combination of these procedures may provide
! sufficient appropriate audit evidence.

| Plant and Equipment auditor has not followed aiternative
audit procedures. It is alse mentionable that in order to give

complete account ol the Property Plant and Equipment

ol the Company. the management provided the
| Insurance Policy  of the Company with  Pioner

Insurance Co. Ltd. which provided as full account ol |

the Property Plant and Equipment. Moreover the Company |

also offered the auditors to visit the factory premises to verify
the physical existence but instead of visiting the auditor but
rather qualified on the basis that there was no register in the
form of a "Balam Khata" for Property Plant and Equipment.
As such the auditor of the Company cannot qualify their

report on this ground. Moreover management of the |
Company has given clear disclosure in Financial Statements |

relating to non maintenance of Fixed Assets Register in
notes to the accounts (See Note 3.03.1). But the Auditor did
not pass any opinion about management disclosure
regarding non maintenance of Fixed Assets Registers.

Auditor of the Company has given Qualified Report on
Financing Charges (interest expenses) amounting to

Comprehensive Income. In this regard we are informing
you that the management of the Company has given clear
disclosure in notes to the accounts of

Standard (BAS-37 : Provisions, Contingent Liabilities and
Contingent Assets). We are explaining our reasons for
considering financial charges as contingent liabilities in
accordance with Bangladesh Accounting Standard (BAS-
37) which are stated below:-

a. Being contingent liability the Company has no legal or
constructive obligation to pay financial expenses,
because the financial expenses has not been

Tk.174.89 million for not providing it in the Statement of

Financial |
Statements in accordance with Bangladesh Accounting |

JeeTer Pifsebe e Ity FHRE

Graw A BIGT (3¢, db, 39 ¢ 3TN ), Yo ARG /4, BIFI-dooo, FIEWAX |

Tmade to them by AL for |

physical
assets. The auditors opined that
without existence of any Fixed
Asset Register it would not have

fixed assets. As such, the
auditors expressed qualified
opinion making doubt on

of fixed assets of

Tk.119, 60,41,016.00.

qualified opinion of the auditors
that the financial statements of

and fair view of the company’s

2014 due to doubt on physical
existence and value of fixed
assets of Thk.119,
60,41,016.00.

Explanation of AIL is not
acceptable as AlL did not make
provision/charge the inferest
expenses of Tk.174.89 million
against its outstanding bank
loan amounting to Tk.1,722.77
million in the statement of
comprehensive income for the
year ended on June 30, 2014
As a result, Net Profit & Earning
Per Share (EPS) as well as Net
Assets Value (NAV) of the
company were
overstated in its financial
statements for the year ended
on June 30, -2014.

e e e

physical existence and value |

| |
It reveals from the above and

verification of fixed |

been possible for them to verify |

AlL for the year ended on June |
| 30, 2014 did not reflect the true |
As per BSA-510 for confirming physical existence of Property | |

financial position as of June 30, |

shown |

The
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ihe year ended

on |

30, 2014, Interest
penses. Financial
Expense was
understated and shown
Net Proft of Tk
12267449000 instead
of Net Loss of Tk
0221551000, As a
result the financial

statements of AIL for the
year ended on June 30

2014 did not reflect true
& far view of the
company's financial

position as of June 30
2014 and the result of its

pperation for the year
then ended
amination of the
wdited
1 tatements
Commission has some
observations &
Comments, among

others, the following

The company W

A

|
| tn

borrower, In foney Lending Bank ie
Sonali Bank Limited has not calculated and charged
financing expenses on Company due to Legal
Procedures for giving waiver of imposed and un-
imposed interest in accordance with Bangladesh Bank
|  BRPD circular No.07 dated June 20, 2013 as sick
industries. In absence of definite indication to pay the
| financing charges there is no legal or constructive
obligation created for the year ended 30t June, 2014
b. As per auditor qualified report, these financing
expenses are probable. We strongly defend ourselves |
that it 1s absolutely possible but not probable because
In this circumstance there is no scope to disregard the |
[ application by the Bangladesh Bank. Bangladesh Bank
has already issued a BRPD circular-7 for giving waiver
of imposed and un-imposed interest of sick industries.
As per such circular concemed lending Bank is
authority to give waiver of imposed and un-imposed
| interest not Bangladesh Bank
As sick industries we had EiD[‘l ed to Sonali Bank Limited
for giving waiver not to the Bangladesh Bank. So there is
| no question for disr Bgafdm{, our application by
Bangladesh Bank
| Considering our application Lending Bank i.e. Sonali Bank
Limited has reviewed for ulmb waiver of imposed and un-
imposed with Bangladesh Bank
| BRPD circular No 07 dated June 20, 2013 and decision is
| still pending. We have definite option to pay all principal
borrowing amounts without
| imposed interest. The management of the Company is
thinking to pay principal borroy wing amount without paying
| Imposed and un-imposed interest availing the Bangladesh
| Bank BRPD circular-07 We think before giving Qualified
Report Auditor has not considered the actual facts and
' BAS-37 which has been disclosed in the notes to the

our

nterest in accord

and circumstances and BAS-37, it
but not probable So no provision
the above facls the obligation is not
Sonali Bank Limited
npany and not given decision

: LK J

svriina Dsn ~
enair ‘ oank 1.e

ntha
e o

| wneu erto

pay or no

ALLTEX Fabrics Limited is a Public Limited Company

established under the Company's Act 1913 vide
registration No C-14¢ =‘4 of 1985-1986 dated 11
| August 1985. The main object of the ALLTEX Fabrics
Limited is manufacturning of grege cloth fabrics and

ALLTEX Industries Limited will consume entire production
of ALLTEX Fabrics Limited under buy back contract. As
0 meet u

such

paying imposed and un- !

p the ALLTEX Industries Limited's grege |

Ao Pfeeiibe e a@e e

Gian qr B1eTrd (3G, Y, 53 8 2N @), o ﬁﬁ?’rﬂsﬁT 31/9Q, 5IFl-Yooo, JLHAMTHH |
me | calculaied ”'-’I‘L) Lending Bank on | company's claim regarding such

| interest expenses 2s rontmgen'
liability due to filing
application for waiver of interest
is not also acceptable because
of reasons as explained by the
| auditors a quene% # 03, points

(1), {it) & (iii) [We also agree with
|Ihe reasons shown by the
auditors]

Interest expenses amounting to |

Tk.174.89 million  accrued
| during the year ended on June
1 30, 2014 against outstanding
bank amounting o
k.1,722.77 million, which was
| not provided foricharged in the

loan

statement of comprehensive
[ income. By not making
provision/charging terest
expenses amounting 10
174.89  million in the
statement of comprehensive
income for the year e*w::r’d or
June 30, 2014 :
Expenses/ Financial Ex;er.s-; .

was understated and shown Net
Profit Tk. 122,674,490
instead of Net Loss of

Tk, 52,215.510.00

£ an
ol w

As .a result, the financial
statements of AIL for the
ended on June 30. 2014 did not
| reflect true & fair view of the

company’s financial position as
| of June 30, 2014 and the result
of its operation for the year then

year

ended

As such. the matter may be
referred to Enforcement
Department  for  appropriate |

enforcement action ¢

ainst the

'”i;.("H‘-r

explanation in

5 company s
regard 1S >ceptable

| o QLu)IT

SL-‘E'_UU"’ g bank slatements u:.f

both Companies with regard to
aaig]
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directed  under

(11(2) of the

and Exchange |
Ordinance. 1969 to

submit supporting bank
statements  of  both
Companies with regard to
investment of Tk
70,000,000.00 to

but the company did not
submit  such bank
statements in support of
investment of

WLLTEX Fabrics Limited, |

Tk, |

{70,000,000.00 to |

ALLTEX Fabrics Limited
Without such supporting
documents, investment of

Tk, 70,000,000.00 to
ALLTEX Fabrics Limited
s in question. By not
providing required
documents, AlL violated
the provision of the
section 11(2) of the

Securities and Exchange
Ordinance, 1969;

against Net Loss for
the current year of
Tk.  52,215,510.00
| andfor ~against

section ! cloth demand it was necessary to increase production
Securities | volume

of ALLTEX Fabrics Limited For increasing |
production volume ALLTEX Fabrics Limited badly needed
sufficient working capital, as a result management of
ALLTEX Fabrics Limited decided to increase their equity

for getting sufficient working capital form Bank. To |

increase the equity of ALLTEX Fabrics Limited, the Board
of Directors of ALLTEX Industries Limited decided to
invest in ALLTEX Fabrics Limited for purchasing of

7.00,000.00 (Seven lac) shares of Tk.100 each for the |

years 2001-2002 and such investment was approved by
the shareholders of ALLTEX Industries Limited, in the 20t
Annual General Meeting. Total paid up capital of ALLTEX
Fabrics Limited is Tk.16,00,00,000.00 out of which
Tk.7,00,00,000.00 was invested by ALLTEX Industries
Limited. The percentage of share holding by ALLTEX
Indusiries Limited is 43.75%. The investments were
shown in the financial statements ALLTEX Industries
Limited in the year 2002-2003 and continue up to the year
2013-2014

| Auditor of the Company has given qualified opinion on

The board of
directors  of  the
company, in its |
meeting held on |
October 28, 2014, |
has recommended
10% stock dividend,
ie., . of Tk.
4,80,00,000.00

Accumulated Loss of |

Tk.119,321,009.00

after transfer of all |

the |
| figure of financial charges by the auditor is totally contingent |

reserves  of
company, which is

interest expenses as financing charges (interest expenses)
amounting to Tk.174.89 million accrued during the year. We
are really astonished that how can auditor confirm that
Tk.174.89 million accrued as financing charges in absence of
any indication regarding interest calculation and charged by
the Lending Bank due to legal obligation to pay imposed and
un-imposed interest. As per BSA 200: 'Overall Objectives of
the Independent Auditor and the Conduct of an Audit in
Accordance with Bangladesh Standards on  Auditing
auditer's responsibilities is to pass opinion on the financial
statements but in this case auditor has calculated .a
estimated figure as financial charges (interest expenses)
without obtaining any supporting documents and Bank

statements from Lending Bank. If the financial expenses

were actually accrued then management of the Company
would be liable to charge in the statement of comprehensive
income on the basis of Bank Statements. We have also given
more details about it in point No.2 of this letter,

Considering above facts we strongly believe that estimated

| The company's explanation is

| was no sufficient profit for the

e ifeekbe sne aFre =«

weTl), Yo A q1/4, BIF-doo0o, AW |

| investment of Tk. 70,000,000.00 |

to ALLTEX Fabrics Limited, but |
the company did not submit |
such bank statements in support |
of investment of Tk
70,000,000.00 to LLTEX
Fabrics Limited. Without such-
supporting documents,
investment of Tk. 70,000,000.00
to ALLTEX Fabrics Limited is in
guestion. By not providing |
required  documents,  AlL
violated the provision of the
section 11(2) of the Securities
and Exchange Ordinance, 1969. |

not acceptable because there

current year. i.e., for the year |
ended on June 30, 2014 and in |
the previous years retained |
earnings/dividend  equalization
reserve with the company for
declaring such dividend in line
with requirement of clause 98 of
Schedule | of the Companies
Act, 1994, “No dividend shall
be paid otherwise than out of
profits of the year or any
other undistributed profits "

Interest expenses amounting to |
Tk.174.89  milion  accrued |

| during the year ended on June |

30, 2014 against outstanding

, Y .| liabilities as per (BAS-37: Prowisions, Contingent Liabilities | bank loan  amounting to ;
‘ﬂCO”S'St?QCE with | ang Contingent Assets). The Board of Directors of the | Tk.1,722.77 million, which was |
the provision of the | Company has not recommended 10% stock dividend of | not provided for/charged in the |
clause 08 of | Tk.4,80,00,000.00 out of accumulated profit. The Board of | statement of comprehensive
Schedule | of the @ Directors of the Company has recommended 10% stock | income. By  not making
' Companies Act dividend  from  dividend  equalization reserve ‘ provision/charging interest
R [!’%'vﬂfﬂé;:l;-?‘-: -3 B0UrY0Y-2, Hrbo-3-DRYIEC, WIH : +obro-2-5CL8ARS, F-NEM - e
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1904,

By | Tk.2.90.00.000.00 which was created out of operational profit | expenses ~ amounting  to
' declaring/recommen | in the year 1998-1999 and remaining balance of Tk.174.89 milion in the |
| ding  10% stock Tk.1,90,00,00000  from  accumulated  profit of | statement of comprehensive
[ (o ‘ Tk.2,65,63,991.00. For justification of recommended 10% | income for the year ended on |
dividend/ bonuS | stock dividend we are giving analysis of accumulated profit | Jjune 30, 2014, Interest |
| share of Tk. | below Expenses/ Financial Expense
| 4,80,00,000.00, ‘ was understated and shown Net
capital of Tk Description | Tike Profit of Tk. 122,674,490.00 |
4.80,00,000.00  will Retained eaming 17.2013 | (289,808.499) instead of Net Loss of
be issued as‘ Add Current year proft 12267449 Tk. 52215,510.00, ie., there
dividefia shit of | : '.15-’104-?09 would be Net Loss of Tk |
Add: Transfer from Gengral Reserve 169,650,000 52,215,510.00 for the year
accumulated loss of | 2516981 ended on June 30, 2014,
Tk.119,321,009.00. A0 Undamed dvidend ransiered 24053,000 | |
Board of Directors | Total: 26,568,991 After transferring of Tk.169,650,000 |
has recommended | from general reserve.
such dividend ! Clause 98 of schedule 1 of the Companies Acts 1994 “No éi""ii‘l-r'?j&r:g% fTrE”; BL“P]{"%'S% .
ignoring qualified dividend shall be paid otherwise then out of profit or any Fr;m dividend equé\iizanc'-‘-w‘ ritive
opinion of  the | otherundistributed proflts. . to Retained Eamings, Retaned
| quditors on  non- | The Board of Directors of the Company has | gamings would be negative. ie. |
. . recommended 10% stock dividend in accordance with | Retained Loss of |
charging of interest | clause 98 of schedule 1 of the Companies Acts 1994 | Tk 119,321009.00 = { Previous
EXpenses of | because out of total stock dividend Tk.2,90,00,000.00 | years  retained  loss - |

' Tk.174.89 million.”

from dividend equalization reserve and remaining
amount of Tk.1,90,00,000.00 from accumulated profit of
Tk.2,65,68,991. Dividend equalization reserve it can be
used only for payment of dividend.

You have asked us fo submit bank statements of
ALLTEX Industries Limited and ALLTEX Fabrics Limited
relating to investment of Tk.7,00,00,000.00 as payment
by ALLTEX Industries Limited and receiving by ALLTEX
Fabrics Limited.

For submitting of Bank statements of ALLTEX Industries
Limited and ALLTEX Fabrics Limited we are informing
you that this amount has not been invested in the year
2013-2014. This amount was invested in the year 2001-
2002. For your clear understanding we are also clarifying

that before investing this amount ALLTEX Industries
Limited paid Tk.24,23,05,669.00 as advance against
grege cloth purchase up to the 30" June 2001 by
crossed cheque or Bank transfer. During the year 2001-
2002 both Companies Board of Directors decided to
issue and purchase 7,00,000 Ordinary Shares of Tk.100
gach to amounting Tk.7,00,00,000.00 by adjusting

advance against grege cloth purchase and such shares
allotment was made on 31-12-2001

We believe you will find our explanations as stipulated |
above satisfactory in light of the fact that the Company |
has adhered to all laws, regulations and guidelines of the
Bangladesh Accounting Standards as well as relevant
laws relating to taxation.

Tk.289,808,499+ General Reserve |
Tk.169,650,000+Un-claimed
Dividend Tk.24,053,000 + Dividend
Equalization Reserve
Tk.29,000,000- Current years' Met |
Loss Tk.52,215510) |
The board of directors of the
company, in its meeting held on
Cctober 28 2014, has
recommended 10% stock dividend,
i.e., of Tk. 4,80,00,000.00 against |
Net Loss for the current year of Tk
5221551000  andlor  against
Accumulated Loss of
Tk.119,321.009.00 after transfer of
all reserves of the company, which
is inconsistence with the provision
of the clause 98 of Schedule | of

| the Companies Act, 1994

By declaring/recommending 10%
stock dividend/ bonus share of
Tk. 4,80,00,000.00, capital of Tk. |
4.80.00,000.00 will be issued as |
dividend out of accumulated loss
of Tk.119,321,009.00. Board of
Directors has recommended such
dividend ignoring qualified opinion |
of the auditors on non-charging of |
interest expenses of Tk.174.89
million.
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BANGLADESH SECURITIES AND EXCHANGE COMMISSION

JIBON BIMATOWER (14, 15, 16 & 20 FLOOR), 10 DILKUSHA C/A, DHAKA-1000, BANGLADESH
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ey, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) «= section 2(g) mrenees warsy twiys
Sfarpe Issuel fare wisfys (weewa ‘Symr 4 sfafes);

raze, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) wa section 2(cc) mreras ~Commission”
means Bangladesh Securities and Exchange Commission constituted under the Bangladesh Securities and Exchange
Commission Act, 1993 (wregwa * afisw * ae Bfafe), :

mreg, Securities and Exchange Rules, 1987 «a rule 12(2) « Brex wmme ca, “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, ...";
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as well as auditors

The auditors of AlL- Mis.
MABS & J Partners,
Chartered  Accountants
expressed qualified
opinion  on  Audited
Financial Statements of
AIL for the year ended on
June 30, 2014 making
doubt  on physical
instence and value of
ixed assels of Tk.119,
£6041018.00. It reveals
from  the  summary

“Commission's que'r'i_és '"—F%b_l_@aé.r'i_f'ibah'oh.-"explanaticn of AlL

_Qualifiedopinionto AIL | L
With regards to the above it is apparent that the auditor of

| this regard it is our opinion that the auditor of the

statement and qualified
opinion of the auditors
L_nat the financial
tatements of AlL for the
year ended on June 30,
2014 did not reflect the

true and fair view of the |
ompany’s financial

position as of June 30, |

014 due to doubt on
physical existence and
value of fixed assets of

Tk.119, 60,41,016.00;

AT ATHE:

~ Our(CFD) Comments

the Company has given Qualified Report for non-
availability of Property Plant and Equipments Register. In

Company was not justified in giving Qualified Report on
the above matters because the auditor may perform the
following alternative audit procedures as per BSA-510:

| Initial Audit Engagement - Opening Balances, the auditor |

shall obtain sufficient appropriate audit evidence about |
whether the opening balance that affect the current
period's financial statements by performing one or more of |
the following:

(i) Where the prior year financial statements were
audited, reviewing the predecessor auditor's working |
papers to obtain evidence regarding the opening
balances.

(il) Evaluating whether audit procedures performed in the
current period provide evidence relevant to the
opening balances; or

| required

(iii)Performing  specific audit procedures to obtain |

evidence regarding the opening balances.

(iv)Observing a current physical non-current assets count
and reconciling it back to the opening non-current assets
quantities.

‘ (v) Performing audit procedures on the valuation of the

| acceptable

“The explanation of AlL is not

the auditors that AlL is a listed
company and a manufacturing
concern with huge asset base,

as we agree with |

where Net Asset Value (NAV) is |

of immense importance to the
users of the financial
statements. Opening balance of
fixed assets of Tk. 125239
million shown in the audited
financial statements of
against Property, Plant

AlL
and

Equipment, existence and value |

In this regard, the auditors were

| of those assets should be !
physically confirmed by the
auditors.

trying to confirm the opening |

| balances of such assets as

by Bangladesh

Standards on Auditing (BSA |

510: Initial Audit Engagements-
opening balances), and
requested for making a Fixed
Assets Register (FAR) available
to them. Auditors also opted to
visit the factory premise of AlL

to conduct stock counting of |
| fixed assets. No invitation was |
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Interest
amounting to Tk.174.89 |
million accrued during the
year ended on June 30,
2014 against outstanding
bank loan amounting to |

Tk.1,722.77
which was not provided

foricharged  in
statement of
comprehensive  income.
By not making
provision/charging
interest expenses

For non-current assets, such as Property Plant and |

Equipment, the auditor will ordinarily examine the
accounting records and other information underlying
the opening balances. In certain cases, the auditor
may be able to obtain confirmation of opening
balances with third parties, for example, vendor
relating to Property Plant and Equipment. In other
cases, the auditor may need to carry out the following
additional audit procedures;

e observing a current physical Property Plant and
Equipment count and reconciling it back to the opening
Property Plant and Equipment quantity

» performing audit procedures on the valuation of the
opening Property Plant and Equipment item,

A combination of these procedures may provide
sufficient appropriate audit evidence.

| As per BSA-510 for confirming physical existence of Property

Lol

Plant and Equipment auditor has not followed alternative
audit procedures. It is also mentionable that in order to give
complete account of the Property Plant und Equipment

the  Company. the management  provided the
Insurance  Policy ol the  Company  with  Pioner
Insurance Co. Lid, which provided as full account of

the Property Plant and Equipment. Moreover the Company
also offered the auditors to visit the factory premises to verify
the physical existence but instead of visiting the auditor but

| rather qualified on the basis that there was no register in the

form of a "Balam Khata" for Property Plant and Equipment,
As such the auditor of the Company cannot qualify their

| report on this ground. Moreover management of the

expenses |

million, |

Company has given clear disclosure in Financial Statements
relating to non maintenance of Fixed Assets Register in
notes to the accounts (See Note 3.03.1). But the Auditor did
not pass any opinion about management disclosure
regarding non maintenance of Fixed Assets Registers.

Auditor of the Company has given Qualified Report on
Financing Charges (interest expenses) amounting to

Tk.174.89 million for not providing it in the Statement of

JieeTw=l fseiibe e QIe IR
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'made to them by AIL for |

physical verification of fixed |
assets. The auditors opined that |
without existence of any Fixed |
Asset Register it would not have
been possible for them to verify
fixed assets. As such, the
auditors expressed qualified
opinion making doubt on
physical existence and value
of - fixed  assets of
Tk.119, 60,41,016.00.

It reveals from the above and
qualified opinion of the auditors |
that the financial statements of
AlL for the year ended on June

| 30, 2014 did not reflect the true |

and fair view of the company's |
financial position as of June 30, |
2014 due to doubt on physical |
existence and value of fixed |
assets of Tk.119, |
60,41,016.00.

Explanation of AL is not |

| acceptable as AlL did not make |

Comprehensive Income. In this regard we are informing |

you that the management of the Company has given clear
disclosure in notes to the accounts of Financial
Statements in accordance with Bangladesh Accounting

| Standard (BAS-37 : Provisions, Contingent Liabilities and

the |

Contingent Assets). We are explaining our reasons for

| considering financial charges as contingent liabilities in

accordance with Bangladesh Accounting Standard (BAS-
37) which are stated below:-

. a. Being contingent liability the Company has no legal or
amounting to Tk.174.89 |

milion in the statement of |  because the financial expenses has not been |on June 30, 2014, The

constructive obligation to pay financial expenses,

provision/charge the interest |
expenses of Tk 174.89 million |
against its outstanding bank |
loan amounting to Tk.1,722.77
million in the statement of
comprehensive income for the
year ended on June 30, 2014,
As a result, Net Profit & Earning
Per Share (EPS) as well as Net
Assets Value (NAV) of the
company were shown
overstated in its financial
statements for the year ended
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comprehensive income |  calculated and charged by the Money Lending Bank on |
for the year ended on borrower. In this case the Money Lending Bank i.e
yune 30, 2014, Interest Sonali Bank Limited has not calculated and charged
Expenses/ Financial financing expenses on our Company due to Legal
Expense was Procedures for giving waiver of imposed and un-
understated and shown imposed interest in accordance with Bangladesh Bank
Net  Profit of Tk BRPD circular No.07 dated June 20, 2013 as sick
122.674.490.00 instead industries. In absence of definite indication to pay the
of Net Loss of Tk.| financing charges there is no legal or constructive

5221551000, As a |  obligation created for the year ended 30" June, 2014
result.  the financial | b. As per auditor qualified report, these financing

statements of AlL for the expenses are probable. We strongly defend ourselves
year ended on June 30, that it is absolutely possible but not probable because |
2014 did not reflect true in this circumstance there is no scope to disregard the
& far wview of the application by the Bangladesh Bank. Bangladesh Bank
company's financial has already issued a BRPD circular-7 for giving waiver
position as of June 30, of imposed and un-imposed interest of sick industries
2014 and the result of its As per such circular concemed lending Bank is
pperation for the year ‘ authority to give waiver of imposed and un-imposed
then ended interest not Bangladesh Bank

As sick industries we had applied to Sonali Bank Limited

i for giving waiver not to the Bangladesh Bank. So there is |

no question for disregarding our application by
Bangladesh Bank

Considering our application Lending Bank i.e. Sonali Bank
Limited has reviewed for giving waiver of imposed and un-
imposed interest in accordance with Bangladesh Bank
| BRPD circular No.07 dated June 20, 2013 and decision is
still pending. We have definite option to pay all principal

borrowing amounts without paying imposed and un- |

imposed interest. The management of the Company is
thinking to pay principal borrowing amount without paying
imposed and un-imposed interest availing the Bangladesh
Bank BRPD circular-07. We think before giving Qualified
Report Auditor has not considered the actual facts and
BAS-37 which has been disclosed in the notes to the
accounts of Financial Statements

Under the above facts and circumstances and BAS-37, |

is a possible obligation but not probable. Se no provision |

IS required at this moment,
c. Considering the above facts the obligation is not
certain because Lending Bank i.e. Sonali Bank Limited
has not charged on the Company and not given decision
whether to pay or not

On examination of the | ALLTEX Fabrics Limited is a Public Limited Company
aforesaid audited | established under the Company's Act 1913 vide
financial  statements, | registration No.C-14609/174 of 1985-1986 dated 11
Commission has some = August 1985. The main object of the ALLTEX Fabrics

abservations & | Limited is manufacturing of grege cloth fabrics and
Comments among | ALLTEX Industries Limited will consume entire production
others, the following of ALLTEX Fabrics Limited under buy back contract. As

A) The company was | such, to meet up the ALLTEX Industries Limited's grege

company's claim regarding such
interest expenses as contingent
liability due to fiing of
application for waiver of interest
1S not also acceptable because
of reasons as explained by the
auditors at queries # 03, points
(i), (ii) & (iii) [We also agree with

the -reasons shown by the |

auditors).

Interest expenses amounting to

Tk.174.89  million  accrued |

during the year ended on June
30, 2014 against outstanding
bank loan amounting to
Tk.1,722.77 million, which was
not provided for/charged in the
statement of comprehensive
income. By not making
provision/charging interest
expenses amounting to
Tk.174.89 milion in the
statement of comprehensive
income for the year ended on
June 30, 2014, |Interest
Expenses/ Financial Expense

was understated and shown Net |

Profit of Tk 122.674,490.00
instead of Net Loss of
Tk. 52,215.510.00.

As a result, the financial
statements of AIL for the year
ended on June 30, 2014 did not
reflect true & far view of the
company's financial position as
of June 30, 2014 and the result
of its operation for the year then
ended

As such, the matter may be
referred to Enforcement
Department  for  appropriate
enforcement aclion against the

company.

The company's explanaticn in
this regard is not acceptable
The company was directed

under section 11(2) of the |

Securiies and  Exchange
Ordinance. 1969 to submit
supporting bank statements of

| both Companies with regard to

T (afR9%) : +oro-2-30Yr303-2, +hbo-2-2Ud02¢, TTE : 4blro-3-B0 4093, E-(0EH ;
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directed under section
11(2) of the Securities
and Exchange ‘
Ordinance 1969 fo
submit supporting bank‘

T

volume of ALLTEX Fabrics Limited For increasing
production volume ALLTEX Fabrics Limited badly needed
sufficient working capital, as a result management of
ALLTEX Fabrics Limited decided to increase their equity

statements  of  both | for getting sufficient working capital form Bank. To
Companies with regard to | increase the equity of ALLTEX Fabrics Limited, the Board
investment of Tk ‘ of Directors of ALLTEX Industries Limited decided to |
70,000,000.00 to | invest in ALLTEX Fabrics Limited for purchasing of

ALLTEX Fabrics Limited.

| 7,00,000.00 (Seven lac) shares of Tk.100 each for the
but the company did not |

years 2001-2002 and such investment was approved by |

submit such bank | the shareholders of ALLTEX Industries Limited, in the 20
statements in support of | Annual General Meeting. Total paid up capital of ALLTEX
investment of Tk. | Fabrics Limited is Tk.16,00,00,000.00 out of which |
70,000,000.00 to | Tk.7,00,00.000.00 was invested by ALLTEX Industries

ALLTEX Fabrics Limited
[Without such supporting

Limited. The percentage of share holding by ALLTEX
Industries Limited is 43.75%. The investments were
documents, investment of | shown in the financial statements ALLTEX Industries
(Tk. 70,000,000.00 to | Limited in the year 2002-2003 and continue up to the year |
ALLTEX Fabrics Limited | 2013-2014

IS in question. By not |
providing required |
documents, AlL violated |
the provision of the |
section 11(2) of the | '

Securities and Exchange ,
Ordinance, 1969 I

The board of ‘ Auditor of the Company has given qualified opinion on
directors of the interest expenses as financing charges (interest expenses)

. : amounting to Tk.174.89 million accrued during the year. We
company, W s | are really astonished that how can auditor confirm that
meeting  held  on | 1y 174 83 milion accrued as financing charges in absence of

October 28, 2014, | any indication regarding interest calculation and charged by
has recommended ' the Lending Bank due to legal obligation to pay imposed and
10% stock dividend | un-imposed interest. As per BSA 200: ‘Overall Objectives of
lie of Tk | the Independent Auditor and the Conduct of an Audit in |
ol " | Accordance with Bangladesh Standards on Auditing'
4,80,00,000.00 auditor's responsibilities is t6 pass opinion on the financial
against Net Loss for | statements but in this case auditor has calculated a
the current .year of | estimated figure as financial charges (interest expenses)
Tk 52 215510.00 | without obtaining any sugpmmg documents land Bank|
7 : | statements from Lending Bank. If the financial expenses
and/or against were actually accrued then management of the Company
Accumulated Loss of | woug be liable to charge in the statement of comprehensive
Tk.119,321,009.00 | income on the basis of Bank Statements. We have also given
after transfer of all | more details about it in point No.2 of this letter
reserves  of the ':Uf‘.S!Cefriirlg above facts we strongly believe that estimated
: .. | figure of financial charges by the auditor is totally contingent |
Icompalny. which is i liabilities as per (BAS-37: Provisions, Contingent Liabilities
inconsistence  with |
the provision of the

and Contingent Assets). The Board of Directors of the
Company has not recommended 10% stock dividend of

clause g8 of | Tk.4,80,00.000.00 out of accumulated profit. The Board of
Schedule | of the | Directors of the Company has recommended 10% stock |
Companies Act dividend from dividend equalization reserve

cloth demand it was necessary to increase production |

[ the previous years

e rfeeiibe sTe aIee SR
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investment of Tk. 70,000,000.00
to ALLTEX Fabrics Limited, but
the company did not submit
such bank statements in support
of investment of Tk,
70,000,00000 to ALLTEX
Fabrics Limited. Without such
supporting documents,
investment of Tk. 70.000.000.00
to ALLTEX Fabrics Limited is in
question By not providing
required document

All
AL

violated the provision of the |

section 11(2) of the Securities
and Exchange Ordinance, 1969

The company's explanation is

not acceptable because there |

was no sufficient profit for the
current year, ie., for the year

ended on June 30, 2014 and in |

retained
earnings/dividend  equalization
reserve with the company for
declaring such dividend in line
with requirement of clause 98 of
Schedule | of the Companies
Act, 1994, “No dividend shall
be paid otherwise than out of
profits of the year or any
other undistributed profits

Interest expenses amounting to
Tk.174.89  milion  accrued
during the year ended on June
30. 2014 against outstanding
bank loan amounting

to
WS

Tk.1,722.77 million, which was |

not provided for/charged in the

statement of comprehensive
[ income. By not- making
provision/charging

interest

ara (af4ag) « +rbo-2-50ub-dod-23,
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| 1994,
declaring/recommen

‘ ding  10%
dividend/

| share of Tk.

' 4,80,00,000.00,

| capital  of Tk

| 4,80,00,000.00  will

| be issued as
dividend out of

accumulated loss of
Tk.119,321,009.00.
Board of Directors

has recommended
such

ignoring

|0pinion of

| auditors on  non-
~charging of interest
| expenses of

Tk.174.89 million.”

b
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By | Tk.2.90.00.000.00 which was created out of operational profit
| in
ctock | T1.90,00.00000
| Tk.2,65.63,991.00. For justification of recommended 10% ‘ income for the year ended on

bonus | stock dividend we are giving analysis of accumulated profit |
g June

1998-1999 and
from

the year remaining balance of

accumulated profit  of

elow
[ Description Taka
Retained eaming 1.7 2013 (289808439
Add: Current year profi 122674430
| (167,134,009)
£dd Transfer from General Reserve 169,650,000 |
2,515,991
Ade Unclaimed dividend transferrad 24,053,000
Total: 26,568,991

dividend | Clause 98 of schedule 1 of the Companies Acts 1994 "No
qualified dividend shall be paid otherwise then out of profit or any
e | other undistributed profits.

The Board of Directors of the Company has
recommended 10% stock dividend in accordance with
clause 98 of schedule 1 of the Companies Acts 1994
because out of total stock dividend Tk.2,90,00,000.00
from dividend equalization reserve and remaining
amount of Tk.1,90,00,000.00 from accumulated profit of
Tk.2.65,68.991. Dividend equalization reserve it can be
used only for payment of dividend.

You have asked us to submit bank statements of
ALLTEX Industries Limited and ALLTEX Fabrics Limited

relating to investment of Tk.7,00,00,000.00 as payment |
by ALLTEX Industries Limited and receiving by ALLTEX |

Fabrics Limited.

For submitting of Bank statements of ALLTEX Industries
Limited and ALLTEX Fabrics Limited we are informing
you that this amount has not been invested in the year
2013-2014. This amount was invested in the year 2001-
2002. For your clear understanding we are also clarifying
that before investing this amount ALLTEX Industries

Limited paid Tk.24,23,05669.00 as advance against

grege cloth purchase up to the 30" June 2001 by
crossed cheque or Bank transfer. During the year 2001-
2002 both Companies Board of Directors decided to
issue and purchase 7,00,000 Ordinary Shares of Tk.100
each 1o amounting Tk.7,00,00,000.00 by adjusting
advance against grege cloth purchase and such shares
allotment was made on 31-12-2001

We believe you will find our explanations as stipulated
above satisfactory in light of the fact that the Company
has adhered to all laws, regulations and guidelines of the
Bangladesh Accounting Standards as well as relevant
laws relating to taxation.

amounting 1o |
million in  the
of comprehenswei

[expenses
| Tk 174.89
statement

30, 2014,  interest
‘ Expenses/ Financial Expense |
was understated and shown Net |
Profit of Tk. 122,674490.00
instead of Net Loss of '
Tk. 52,215,510.00, i.e., there
would be Net Loss of Tk
52,215510.00 for the year
ended on June 30, 2014.

After transferring of Tk.169.650,000 ‘

from general TEServe,
Tk.24,063,000 from  unclaimed |
and  Tk.2,90.00.000.00

‘ dividend
| from dividend equalization reserve |
to Retained Earnings, Retained |
Earnings would be negative, ie

| Retained Loss of |
| Tk.119.321.00900 = ( Previous
years' retained  loss !
Tk 289,808,499+ General Reserve |
Tk. 169,650 000+Un-claimed
Dividend Tk.24,053,000 + Dwidend
Equalization Reserve
Tk.29,000,000- Current years Net
Loss Tk.52,215,510) |
| The board of directors of the |
company. in its meeting held on
QOctober 28, 2014, has
recommended 10% stock dividend
ie., of Tk. 4,80,00,000.00 against
Net Loss for the current year of Tk
5221551000 andior  against |
Accumulated Loss of |
Tk.119,321,009.00 after transfer of |
all reserves of the company, which i
is inconsistence with the provision |
of the clause 98 of Schedule | of
the Companies Act. 1994, |
By declaring/recommending 10% |
stock dividend/ bonus share of |
Tk. 4,80,00,000.00, capital of Tk.
4,80,00,000.00 will be issued as |
dividend out of accumulated loss
of Tk.119,321,009.00. Board of |
Directors has recommended such |
dividend ignoring qualified opinion |
of the auditors on non-charging of
interest expenses of Tk.174.89

| million. I

c (Pafaad)  Fhbo-2-500h e

3o, b o-2-B@UY GG, B ¢ +bbro-2-beboqd, B-TAEE |

, G



Qe FReRbE SIS e F

Sraw 31 B1eTE (3¢, dY, S48 YT ), 30 g 1/, BTR-dooo, FITH |

Ffefe WAy «SiTTe T @, PR, G 0o, 2053 B U 708 077 dgegs Warere wiids faadl IAS ol egs e o< Tane
fagry 2w Securities and Exchange Rules, 1987 az rule 12(2) e o3¢ wame | o wids Reedits TRmes a9 w9y
5w ¢ =g (true and fair) o efegfae wfq we Sem FleTes T 2R WDy Rules w3 #ef¥4E fRyW e =@0e, 11 S
Ordinance w3 section 18 @ 7=+% #zgw vz The Securities and Exchange Ordinance, 1969 «= section 11(2) et s<j stewm @
wuiifis @wiw @ars 99¢ zewry The Securities and Exchange Ordinance, 1969 wa section 11(2) «wa 772 =i

TAEg, IR CTaE e o A a¢a @ 5@ we- BSEC/Enforcement/2208-2015/13 wifad wmad 20, 03¢ @7 M TR
@ Bz sAfaseters Securities and Exchange Ordinance, 1969 «a section 22 w7 wifs Fid wiitar ¢ wama @b« wff o0 @ g
TEEE 3¢, 03¢ 3w T wwE Wt ww;

TS, % wRATs wifes 2mnEd Ao wifed sandl v, 20e 3 9g i S e vyt fadie wewn @S @ ey gam @@
T T ATSIEEAS 7 26U drea F0 argraiey 9 e ot

g, S TPER 9@ R T @ v e Hethibte wwie wiEs ¢ Srw win wege ff-fRem i
AT

ey, et wuww Wiz e Tyr fHfd-fagm Afasimm Toum 3 Teast ardet Securities and Exchange Ordinance. 1969 wg section
22 g7 Wi =ifEeg gemy; g9t

ey, FEE farasary, PHfatfibe e wiEa ¢ Byr ffe-faum sfaerere Sfafie aydor oy, Sfaameimas gwe, wes ga2 g Te
AR HRBERIMR STSIITS WA 41 2TIe @ TADIw;

Fafew s fegn fRrasaedes, Securities and Exchange Ordinance, 1969 @@ section 22 [a1 The Securities and
) ---'wnrfwlrmwamwm 07 e S gom w97 S

@,00.000f- (A5 #% ) DIl Hqu P AT Se (SR fareas wra Cateeo et @i g #f S gz wEgrE
TIHIFS A7 G/ (A-EIAR SHTT i

reat Ffeefafe we gerse sfmee SeeE-

M
\gﬁm 16 At

fawad:
fme gl s, sffesere, S teile ke

_SeuNee, T {-[r"yﬁ al"’\..\.u“n?\ 5.7




Phone (PABX) -

JBON

Elia
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rzg, Securities and Exchange Ordinance. 1989 (Ordinance No. X\ of 1969) wz section 2(cc) wreima= " Commission’
means Bangladesh Securities and Exchange Commission constituted under the Bangladesh Ser‘unues and Exchange

Commission Act, 1993 (wresgsra * fipers * arer Sfafirs);

gy, Securities and Exchange Rules, 1987 wz rule 12(2) v vrae wmmwe @, “The financial statements of an issuer of 2
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| Commission's queries | Reply/clarification/explanation of AlL

i as well as auditors

| qualified opinion to AlL
The auditors of AlL- Mfs.

MABS & J Partners,

the Company has given Qualified Report for non-

Chartered ~ Accountants | availability of Property Plant and Equipments Register. In
expressed qualified | this regard it is our opinion that the auditor of the
ppinion  on  Audited Company was not justified in giving Qualified Report on
Financial Statements of | the above matters because the auditor may perform the

AL for the year ended on | following alternative audit procedures as per BSA-510:
lune 30, 2014 making | Initial Audit Engagement - Opening Balances, the auditor
doubt  on physical | shall obtain sufficient appropriate audit evidence about
existence and value of | whether the opening balance that affect the current
fixed assets of Tk 119,
60,41,016.00. It reveals |
from  the  summary
statement and qualified
opinion of the auditors
that the financial |
statements of AlL for the
year ended on June 30,

the following

(i) Where the prior year financial statements were
audited, reviewing the predecessor auditor's working
papers fo obtain evidence regarding the opening
balances.

2014 did not reflect the | (i) Evaluating whether audit procedures performed in the
true and fair view of the current period provide evidence relevant to the
company’s financial opening balances; or

position as of June 30,
014 due to doubt on
hysical existence and
value of fixed assets of |
Tk.119, 60,41,016.00;

(if)Performing  specific audit procedures to obtain

evidence regarding the opening balances.

(iv)Observing a current physical non-current assets count
! and reconciling it back to the opening non-current assets
| | guantities

period's financial statements by performing one or more of |

| against

(v) Performing audit procedures on the valuation of the |

opening non-current assets item.

{ of

Our(CFD) Comments

“With regards to the above it is apparent that the auditor of | | “The explanation of AlL is
| acceptable

as we agree 'w.rlth
the auditors that AlL is a listed
company and a manufacturing
concern with huge asset base,

Eies wAsE s

where Net Asset Value (NAV) is |

of immense importanc
users  of  the
statements. Opening balance of
fixed assets of Tk. 125239
million shown in the audited
financial statements of AlL
Property, Plant

e to the

and
Equipment, existence and value
those assets should be
physically confirmed by the
auditors.

In this regard, the auditors were

financial |

trying to confirm the -opening |
balances of such assets as

required by Bangladesh
Standards on Auditing (BSA

| 510: Initial Audit Engagements-

opening  balances), and
requested for making a Fixed
Assets Register (FAR) available
to them. Auditors also opted to
visit the factory premise of AlL
to conduct stock counting of

| fixed assets. No invitation was

EREO-2-0568101-2. +8R80-2-9561525 Fax i +8R8(0-2 an‘.-"I e-mail
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Interest
amounting to Tk.174.89
million acerued during the
year ended on June 30,
2014 against outstanding
bank loan amounting to

expenses

Tk.1,722.77 million,
which was not provided !
for/charged  in  the
statement of
comprehensive  income.
By not making
provision/charging
interest expenses
mounting to Tk.174.89 |
million in the statement of |

[ of the Company. the management
| Insurance

For non-current assets, such as Property Plant and
Equipment, the auditor will ordinarily examine the
accounting records and other information underlying
the opening balances. In certain cases, the auditor
may be able to obtain confirmation of opening
balances with third parties, for example, vendor
relating to Property Plant and Equipment. In other
cases, the auditor may need to carry out the following
additional audit procedures:

e observing a current physical Property Plant and

Equipment count and reconciling it back to the opening :

Property Plant and Equipment quantity

» performing audit procedures on the valuation of the
opening Property Plant and Equipment item,
A combination of these procedures may provide
sufficient appropriate audit evidence.

As per BSA-510 for confirming physical existence of Property
Plant and Equipment auditor has not followed alternative

complete account of the Property Plant and Equipment
provided the

Policy ol the Compuany  with  Pioner

Insurance Co. Ltd. which provided as full account of

the Property Plant and Equipment. Moreover the Company

| also offered the auditors to visit the factory premises to verify

the physical existence but instead of visiting the auditor but

rather qualified on the basis that there was no register in the |

form of a "Balam Khata" for Property Plant and Equipment.

As such the auditor of the Company cannot qualify their |
' report on this ground. Moreover management of the

Company has given clear disclosure in Financial Statements
relating to non maintenance of Fixed Assets Register in
notes to the accounts (See Note 3.03.1). But the Auditor did

not pass any opinion about management disclosure |

regarding non maintenance of Fixed Assets Registers.

Auditor of the Company has given Qualified Report on

Financing Charges (interest expenses) amounting to
Tk.174.89 million for not providing it in the Statement of
Comprehensive Income. In this regard we are informing

you that the management of the Company has given clear |

disclosure in notes to the accounts of Financial

| Statements in accordance with Bangladesh Accounting

Standard (BAS-37 : Provisions, Contingent Liabilities and
Contingent Assets). We are explaining our reasons for
considering financial charges as contingent liabilities in

accordance with Bangladesh Accounting Standard (BAS- |

37) which are stated below:-

a. Being contingent liability the Company has no legal or
constructive obligation to pay financial expenses,

__because the financial expenses has not been

I acceptable as AlL did not make
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'made to them by AIL for |

physical verification of fixed |
assets. The auditors opined that

without existence of any Fixed a
Asset Register it would not have |
been possible for them to verify

fixed assets. As such, the |
auditors expressed qua.‘:‘ﬁedi
opinion making doubt on |
physical existence and value

of fixed assets of

Tk.119, 60,41,016.00.

It reveals from the above and
qualified opinion of the auditors |
that the financial statements of
AlL for the year ended on June
30, 2014 did not reflect the true |
and fair view of the company's

i financial position as of June 30,
audit procedures. It is also mentionable that in order to give |

2014 due to doubt on physical |
existence and value of fixed
assets of Tk.119, |
60,41,016.00.

Explanation of AIL is not |

provision/charge the interest |
expenses of Tk.174.89 million
against its outstanding bank |
loan amounting to Tk.1,722.77
millon in the statement of
comprehensive income for the
year ended on June 30, 2014.
As a result, Net Profit & Earning
Per Share (EPS) as well as Net |
Assets Value (NAV) of the |
company were shown
overstated in its financial
statements for the year ended |
on June 30, 2014. The
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comprehensive
for the year ended on
June 30, 2014, Interest
Expenses/ Financial
Expense was
understated and shown
Net  Proft of Tk |
122,674 ,490.00 instead
of Net Loss of Tk
5221551000, As a
result,  the  financial
statements of AlL for the
year ended on June 30,
2014 did not reflect true
& fair view of the
company's financial
position as of June 30,
2014 and the result of its
operation for the year
then ended;

On examination of the |
aforesaid audited
financial statements, |
Commission has some |
observations &
Comments, among
others, the following:

Al _The company was

income |

borrower. In this case the Money Lending Bank i.e.
Sonali Bank Limited has not calculated and charged
financing expenses on our Company due to Legal
Procedures for giving waiver of imposed and un-
imposed interest in accordance with Bangladesh Bank
BRPD circular No.07 dated June 20, 2013 as sick
industries. In absence of definite indication to pay the
financing charges there is no legal or constructive
obligation created for the year ended 30" June, 2014,

b. As per auditer qualified report, these financing
expenses are probable, We strongly defend ourselves
that it is absolutely possible but not probable because
in this circumstance there is no scope to disregard the
application by the Bangladesh Bank. Bangladesh Bank
has already issued a BRPD circular-7 for giving waiver
of imposed and un-imposed interest of sick industries.
As per such circular concerned lending Bank is
authority to give waiver of imposed and un-imposed
interest not Bangladesh Bank.

As sick industries we had applied to Sonali Bank Limited |

for giving waiver not to the Bangladesh Bank. So there is
no question for disregarding our application by
Bangladesh Bank.
Considering our application Lending Bank i.e. Sonali Bank
Limited has reviewed for giving waiver of imposed and un-
imposed interest in accordance with Bangladesh Bank
BRPD circular No.07 dated June 20, 2013 and decision is
still pending. We have definite option to pay all principal
borrowing amounts without paying imposed and un-
imposed interest. The management of the Company is
thinking to pay principal borrowing amount without paying
imposed and un-imposed interest availing the Bangladesh
Bank BRPD circular-07. We think before giving Qualified
Report Auditor has not considered the actual facts and
BAS-37 which has been disclosed in the notes to the
accounts of Financial Statements.
Under the above facts and circumstances and BAS-37, it
is a possible obligation but not probable. So no provision
is required at this moment
c. Considering the above facts the obligation is not
certain because Lending Bank i.e. Sonali Bank Limited
has not charged on the Company and not given decision
whether to pay or not

ALLTEX Fabrics Limited is a Public Limited Company
established under the Company's Act 1913 vide
registration No.C-14609/174 of 1985-1986 dated 11t
August 1985. The main object of the ALLTEX Fabrics
Limited is manufacturing of grege cloth fabrics and
ALLTEX Industries Limited will consume entire production
of ALLTEX Fabrics Limited under buy back contract. As |
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caloulated and charged by the Money Lending Bank on | company's claim regarding such |

interest expenses as contingent
liabilty due to filing of
application for waiver of interest
is not also acceptable because
of reasons as explained by the
auditors at queries # 03, points
(i), (i) & (iii) [We also agree with
the reasons shown by the
auditors].

Interest expenses amounting to |
Tk.174.89  million  accrued
during the year ended on June
30, 2014 against outstanding |
bank loan amounting fo
Tk.1,722.77 million, which was
not provided for/charged in the ‘
statement of comprehensive |

income. By not  making
provision/charging interest
expenses amounting to

Tk.174.89 milion in the |
statement of comprehensive
income for the year ended on
June 30, 2014, Interest
Expenses/ Financial Expense
was understated and shown Net
Profit of Tk. 122,674490.00
instead of Net Loss of

Tk. 52,215,510.00.

As a result the financial |
statements of AlL for the year |
ended on June 30, 2014 did not
reflect true & fair view of the
company's financial position as
of June 30, 2014 and the result |
of its operation for the year then
ended.

| As such, the matler may be |

_company.

refered  to  Enforcement |
Department  for  appropriate
enforcement action against the

The company's explanation in
this regard is not acceptable. |
The company was directed

under section 11(2) of the
Securities  and  Exchange
Ordinance, 1969 to submit

supporting bank statements of

_such, to meet up the ALLTEX Industries Limited's grege | both Companies with regard to |
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directed under
11(2) of the Securities
iand Exchange
Ordinance, 1969 to
submit supperting bank
statements  of  both
Companies with regard to
investment of Tk.
70,000,000.00 to
ALLTEX Fabrics Limited,
but the company did not
submit such bank
statements in support of
nvestment of Tk
[70,000,000.00 to
MLLTEX Fabrics Limited.
Without such supporting
documents, investment of
Tk. 70,000,000.00 to
ALLTEX Fabrics Limited
is in question. By not
providing

the provision of the |
section 11(2) of the
Securities and Exchange |
Ordinance, 1969,

i€ of Tk.
4,80,00,000.00
against Net Loss for
the current year of
Tk.  52,215,510.00
and/or against
Accumulated Loss of
Tk.119,321,009.00
after transfer of all
reserves of  the
company, which is
inconsistence  with
the provision of the

clause 98 of
Schedule | of the
Companies

section |

The board of
directors  of  the
company, in its
meeting held on
 October 28, 2014, |
has recommended |

10% stock dividend, |

Act, | -

cloth demand it was necessary to increase production
volume of ALLTEX Fabrics Limited For increasing
production volume ALLTEX Fabrics Limited badly needed
sufficient working capital, as a result management of
ALLTEX Fabrics Limited decided to increase their equity
for getting sufficient working capital form Bank. To
increase the equity of ALLTEX Fabrics Limited, the Board
of Directors of ALLTEX Industries Limited decided to
invest in ALLTEX Fabrics Limited for purchasing of

years 2001-2002 and such investment was approved by
the shareholders of ALLTEX Industries Limited, in the 20
Annual General Meeting. Total paid up capital of ALLTEX
Fabrics Limited is Tk.16,00,00,000.00 out of which
Tk.7,00,00,000.00 was invested by ALLTEX Industries
Limited. The percentage of share holding by ALLTEX
Industries Limited is 43.75%. The investments were
shown in the financial statements ALLTEX Industries
Limited in the year 2002-2003 and continue up to the year
2013-2014.

required |
documents, AL violated |

; Auditor of the Company has given qualified opinion on

| interest expenses as financing charges (interest expenses)
| amounting to Tk174.89 million accrued during the year. We
are really astonished that how can auditor confirm that
Tk.174.89 million accrued as financing charges in absence of
any indication regarding interest calculation and charged by
the Lending Bank due to legal obligation to pay imposed and
un-imposed interest. As per BSA 200: ‘Overall Objectives of
| the Independent Auditor and the Conduct of an Audit in
| Accordance with Bangladesh Standards on Auditing'

auditor's responsibilities is to pass opinion on the financial

statements but in this case auditor has calculated a
| estimated figure as financial charges (interest expenses)
without obtaining any supporting documents and Bank
statements from Lending Bank. If the financial expenses
were actually accrued then management of the Company

income on the basis of Bank Statements. We have also given
more details about it in point No.2 of this letter.

Considering above facts we strongly believe that estimated
figure of financial charges by the auditor is totally contingent
liabilities as per (BAS-37: Provisions, Contingent Liabilities
and Contingent Assets). The Board of Directors of the
Company has not recommended 10% stock dividend of
Tk.4,80,00,000.00 out of accumulated profit. The Board of
Directors of the Company has recommended 10% stock
dividend from dividend equalization reserve

7,00,000.00 (Seven lac) shares of Tk.100 each for the |

" The company's explanation is

would be liable to charge in the statement of comprehensive |
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investment of Tk. 70,000,000.00 |
to ALLTEX Fabrics Limited, but
the company did not submn‘
such bank statements in support |
of  investment of Tk
70.000,000.00 to ALLTEX
Fabrics Limited. Without such
supporting documents,

to ALLTEX Fabrics Limited is in
question. By not providing |
required  documents,  AlL |
violated the provision of the |
section 11(2) of the Securities |
and Exchange Ordinance. 1969.

not acceptable because there
was no sufficient profit for the
current year, ie. for the year |
ended on June 30, 2014 and in
the previous years' retained
earnings/dividend  equalization
reserve with the company - for
declaring such dividend in line
with requirement of clause 98 of
Schedule | of the Companies
Act, 1994, ‘No dividend shall
be paid otherwise than out of
profits of the year or any
other undistributed profits

Interest expenses amounting to
Tk.174.89  million  accrued |
during the year ended on June
30, 2014 against outstanding
bank loan amounting o |
Tk.1,722.77 million, which was |
not provided for/charged in the |

statement of comprehensive |
income. By not making |
provision/charging - interest |
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1994, By |

declaring/recommen

Tk.174.89 million”

Tk.2.90,00,000.00 which was creatm_oﬁ_l_o-f-fjpera'tiOnal'Erofit 1
in the

year “998-1998 and remaining balance of

; / Tk.1.90,00,000.00  from  accumulated rofit  of
ding  10%  stock | ') 5c 6399100, For justification of recommepnded 10%
dividend/ boNUS | stock dividend we are giving analysis of accumulated profit
share of Tk. ‘ below
4,80,00,000.00,
capital of Tk. Description Taka
4.80.00000.00  will | ?e:giie&earnlngl-"'.2?‘.3- [".28?,?9-549?}
be isaied 48 Add: Current year profit léi:; ;g;
dividend out of Add: Transfer from General Reserve IlEBBﬁCl.OUO'
accumulated loss of | SEE001
Tk.118,321,009.00. Ada: Unclaimea dividend transferred 24053,000
Board of Directors Total: 26,568,991
has recommended

| such dividend | Clause 98 of schedule 1 of the Companies Acts 1994 “No
ignoring qualified | dividend _shall be paid _otherwise then out of profit or any
Cpimion i i 0$1'$run8cilstrijbuti? prg_ﬂts. of the Company has
! e Board of Directors e Com
audliqrs On. el | recommended 10% stock dividend in accorgange with |
| charging of interest clause 98 of schedule 1 of the Companies Acts 1994
EXpenses of | because out of total stock dividend Tk.2,90.00,000.00 |

from dividend equalization reserve and remaining
amount of Tk.1,90,00,000.00 from accumulated profit of
Tk.2,65,68,991. Dividend equalization reserve it can be
used only for payment of dividend.

You have asked us to submit bank statements of
ALLTEX Industries Limited and ALLTEX Fabrics Limited
relating to investment of Tk.7,00,00,000.00 as payment
by ALLTEX Industries Limited and receiving by ALLTEX
Fabrics Limited.

For submitting of Bank statements of ALLTEX Industries

Limited and ALLTEX Fabrics Limited we are informing |

you that this amount has not been invested in the year
2013-2014. This amount was invested in the year 2001-
2002. For your clear understanding we are also clarifying
that before investing this amount ALLTEX Industries
Limited paid Tk.24,23,06,669.00 as advance against
grege cloth purchase up to the 30M June 2001 by
crossed cheque or Bank transfer. During the year 2001-
2002 both Companies Board of Directors decided to
issue and purchase 7.00,000 Ordinary Shares of Tk.100
each to amounting Tk.7,00,00,000.00 by adjusting

advance against grege cloth purchase and such shares |

allotment was made on 31-12-2001.

We believe you will find our explanations as stipulated
above satisfactory in light of the fact that the Company
has adhered fo all laws, regulations and guidelines of the
Bangladesh Accounting Standards as well as relevant
laws relating to taxation.

| 52.215,510.00 for

| ended on June 30, 2014.

| After transferring of Tk.169,650,000
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expenses amounting to
Tk.174.89  million in  the
statement of comprehensive
income for the year ended on |
June 30, 2014, Interest |
Expenses/ Financial Expense‘
was understated and shown Net
Profit of Tk. 122,674,4?0.0-3|

| instead of Net Loss of
| Tk. 52,215,510.00, ie,

there |
would be Net Loss of Tk |
the year |

from general reserve,
Tk.24,053,000 from  unclaimed
dividend and Tk 290,00,000.00
from dividend equalization reserve
to Retained Earnings, Refained |
Earnings would be negative, ie. |
Retained Loss of |
Tk119321,008.00 = ( Previous |
years' retained  loss =
Tx.289,808 499+ General Reserve |
Tk 169,650,000+Un-claimed

Dividend Tk.24,053,000 + Dividend
Equalization Reserve
Tk.29,000,000- Current years' Net
Loss Tk 52.215510) |
The board of directors of *.-"ue‘
company, in its meeting held on |
October 28 2014 has |
recommended 10% stock dividend, |
&, of Tk. 4,80,00,000.00 against
Net Loss for the current year of Tk.
5221551000  andlor
Accumulated Loss of
Tk.119,321,009.00 after transfer of
all reserves of the company, which

agamnst

| Is incongistence with the provision
[ of the clause 98 of Schedule | of

the Companies Act, 1994

By declaring/recommending 10%
stock dividend/ bonus share of
Tk. 4,80,00,000.00, capital of Tk. |
4.80.00,000.00 will be issued as |
dividend out of accumulated loss
of Tk.119,321,009.00, Board of |
Directors has recommended such |
dividend ignoring qualified opinion |
of the auditors on non-charging of
interest expenses of Tk 174.89

| million.
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