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catzy, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) 43 Section 2(g)
tei@s Intech Lithited ‘issuer’ 20T aif$fzs (srs:#7 ‘Toyrar’ s Sfafws);

gy, Securities and Exchange Rules, 1987 4 Rule 12 states the following-
Submission of annual report by issuers.-

(1) The annual report required by section 11 to be furnished by an issuer of a listed
security shall include a balance sheet, profit and loss account and cash flows
statement, and notes to the accounts, collectively herein after referred to as the
financial statements.

(2) The financial statements of an issuer of a listed security shall be prepared in
accordance with the requirements laid down in the [Schedule-1] and the
International Accounting Standards as adopted by the Institute of Chartered
Accountants of Bangladesh.

Explanatibn-In this sub-rule, International Accounting Standard refers to the

accounting standards issued by the International Accounting Standards
Committee;

ctzg, Commission’s Notification No. BESC/CMRRCD/2006-158/208/Admin/81 dated June, 20
2018 states the following-

1. Preparation of Financial Statements.— The financial statements (annual or interim) of the
company shall be prepared in accordance with the Securities and Exchange Rules, 1987 as well
as the provisions of International Accounting Standards (IAS) or International Financial
Reporting Standards (IFRS) as applicable in Bangladesh or as per requirements under the
3w et WEw, 2de (03¢ ATFA Hu 7 WEA) Financial Reporting Act, 2015) as the case may

be, unless otherwise specified in the referred Rules and other rules related to the issue or issuer
of securities.
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“Please refer to your letter no. BSEC/E nforcement/2848/2019-034 dated January 26, 2020 and
subsequent series of mail communication (latest being of October 28, 2020) between us
concerning show cause cum notice for hearing for non-compliance of securities related laws for

audit of financial statements of Intech Limited for the year ended 30 June 2017 and 30 June
2018.

We would like to quite relevantly inform you that the financial statements of Intech Limited for
the year ended 30 June 2017 and for the year ended 30 June 2018 were audited by two different
Independent Auditors (listed auditors of BSEC) namely M/s Fames & R Co., Chartered
Accountants (for FY: 2016-2017) and M/s Ata Khan & Co., Chartered Accountants (for Fy: 2017-
2018). We fr’rmfy believe that regarding your queries, specially, on variance(proportional) of
operational Revenue and Operational expenses and deferred tax income computation, our
above-stated Auditors have employed their due diligence and professional expertise while
auditing our respective accounts under review and submitting independent reports thereon as
per acceptable standard Accounting norms as their reports substantiate.

Our itemized responses to your queries now follow as under:

Your Query:

The reported revenue from operation was increased by 7.31% (2018 Tk. 136,476,604 ) whereas
the reported expenses for operation (direct cost of revenue) was decreased by 8.53% (2018 Tk.
57,664,378) for the year ended 30 June 2018 which seems to be unusual and illogical (Being
revenue increased, but cost decreased);
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Qur Reply:
In the above reqard, we want to apprise you and clarify that the agforementioned variation of
yroportion in operational revenue-operational expenses taok place on account of the nature o
prof C /

our businesses, having uncertainties, as pinpointed below:

Business of Live Fish farm:

Fish is a biological product. Growth of fish s uncertain but revenue is dependent on the growth
of the fish. Food, medicine and other items remain same based on the number of fish pot. Some
of the fish fries died which could not be possible to identify at the early stage. If less number of
fish fries dis and growth of the fish is at satisfactory level, revenue is generated at satisfactory
level. Despite spending the same expenses, loss might be occurred if the growth of fishes is not at
satisfactory and mortality rate of the fish fries is increased. Further, frequent and high scale
fluctuation in the market relating to supply chain/procurement and Fish sale /marketing affect
largely actual incurrence of the cost of goods sold as well as the generation of Revenues. The
aspects of increase /decrease in cost of Goods Sold and Operational revenue have been reflected
/reported in the respective Audit Reports.

Business of Software:
Software is developed during certain period and improvement and maintenance of the same
remain mostly unchanged without connection to the revenue generated from software business.
Based on the increase of the users, the revenue increases regardless of the operational cost of
software which takes place beforehand.

)
Business of Internet Service Provider (ISP):
Operational Revenues as well as Cost of goods sold varies for the reasons of i) variation of
incoming and outgoing customer(s) during the period and ii) under-utilization of bandwidth. As
the major/lion part of operational expenses i.e., Bandwidth charges are fixed, it is not relevant
that revenue from ISP will also increased/decreased in parallel/proportion with bandwidth
expenses.
Thus, it is deemed expedient to us that to state conclusively to your above Query at (a) that the

Operational Revenues and Operational expenses for the stated 2(two) financial years under
review, are not unusual/illogical.

Further, the company accounted deferred tax income of Taka 3,047,964 and Tk10,19,700
resulting from increose of the Value of Tax based Assets for the year ended 30 June, 2018 and
2017 respectively, which might be fabricated and unsubstantiated amounts as no disclosure of
Tax based assets was given in the notes to the Financial Statements for the period;

Qur Response/Reply:

We hereby most humbly apologize and regret the inadvertent mistake /error on our part which
was also overlooked by our two auditors unfortunately. However, we firmly undertake to comply
with the necessity of the afore-stated disclosure in our upcoming Annual Accounts and also shall
exert due diligence from our part during the audit of the said accounts in times ahead without
fail.

Your Query(c):
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Moreover, the profit from software and fish farm’s income is tax free as per disclosure given at
note 21 to the said financial statements, which is 89% of operation of the company as per
segment report stated at note -22, but the company provided and accounted deferred Tax
income for 100% value of Tax based Assets of the company for the year ended 30 June 2018
without any acceptable justification;

Our Response/Reply:

In regard to the above query, we would inform you that deferred tax of the company has not
arisen with line of income or expenses. It has been arisen only depending on the depreciation
expenses. The % of the depreciation of fisheries is Taka 8,328,288 Out of Taka 41,243,765 (i.e.
20% of Tolal Depreciation). Deferred Tax Income has been shown amounting Taka 30,47,964,
Out of which Deferred Tax Income from fisheries unit is Tk. 12,15,529, which is not material to
the extent of the Company’s volume of Transactions , which is 0.33% of the total assets and
0.37% of the Net assets of the Company.

Your Query /Observation (d):

As a result of the collective effect as stated above, Net Profit after Tax (NPAT) has been inflated
and fabricated and accordingly Earnings per Share (EPS) have also been overstated for those
years;

Qur Response/Reply (conclusive):

As substantiated by the above clarifications, we would state that there has been no material
impact on the fingncial statements. We hope that the responses/clarifications provided by us
will serve your purpose. And thus also humbly request you to exonerate us.

Further, we are optimist that being the principal Regulator as well as Guide/protector of the
vibrant capital market of Bangladesh, you would continue to guide /instruct us with your
valuable directives/observations which would inevitably be beneficial for us in the
preparation/submission of Financial Statements in a better and 100% complied way in times
ahead, reflections of all the required adjustments would , specially, in computation of deferred
tax income/(loss) be given due effect while finalizing and getting audited our Annual Accounts
for the Period FY: 2019-2020.”
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ARy, Securities gnd Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) 43 Section 2(g)
(3TSIE= Intech Limited ‘issuer’ f2ome wfsfis (sw:+12 AR’ e Sfafye).

(=g, Securities and Exchange Rules, 1987 9% Rule 12 states the following-
Submission of annual report by issuers.-

(1) The annual report required by section 11 to be furnished by an issuer of a listed
security shall include a balance sheet, profit and loss account and cash flows
statement, and notes to the accounts, collectively herein after referred to as the
financial statements.

(2) The financial statements of an issuer of a listed security shall be prepared in
accordance with the requirements laid down in the [Schedule-1] and the
International Accounting Standards as adopted by the Institute of Chartered
Accountants of Bangladesh.

Explanation-In this sub-rule, International Accounting Standard refers to the

accounting standards issued by the International Accounting Standards
Committee;

(Atxy, Commission’s Notification No. BESC/CMRRCD/2006-158/208/Admin/81 dated June, 20
2018 states the following-

1. Preparation of Financial Statements.— The financial statements (annual or interim) of the
company shall be prepared in accordance with the Securities and Exchange Rules, 1987 as well
as the provisions of International Accounting Standards (IAS) or International Financial
Reporting Standards (IFRS) as applicable in Bangladesh or as per requirements under the
TR Ruetfbe w139, 03¢ (03¢ FFT yo 7 ®1ET) Financial Reporting Act, 2015) as the case may

be, unless otherwise specified in the referred Rules and other rules related to the issue or issuer
of securities.
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Ty, g w5 Ifd® Ffwrsy FEd Securities and Exchange Rules, 1987 @3 Rule 12 (1) (2) @3

Commission’s Notification No. BESC/CMRRCD/2006-158/208/Admin/81 dated June, 20 2018 43
A8 A&l TCUCE;

(TG, PP I oo ety Ry G4 FMA I GNEHES Bt g v, 303038
SIfaTed a2 aTEITaG/2881/2005-008 AT DIAAA ITL AT 57 G AT @
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Intech/BSEC-Query-2016-2018/11-1A 93 5 fAoare i qifs a3

“Please refer to your letter no. BSEC/Enforcement/2848/2019-034 dated January 26, 2020 and
subsequent series of mail communication (latest being of October 28, 2020) between us
concerning show cause cum notice for hearing for non-compliance of securities related laws for

audit of financial statements of Intech Limited for the year ended 30 June 2017 and 30 June
2018.

We would like to quite relevantly inform you that the financial statements of Intech Limited for
the year ended 30 June 2017 and for the year ended 30 June 2018 were audited by two different
Independent Auditors (listed auditors of BSEC) namely M/s Fames & R Co., Chartered
Accountants (for FY: 2016-2017) and M/s Ata Khan & Co., Chartered Accountants (for FY: 2017-
2018). We firmly believe that regarding your queries, specially, on variance(proportional) of
operational Revenue and Operational expenses and deferred tax income computation, our
above-stated Auditors have employed their due diligence and professional expertise while
auditing our respective accounts under review and submitting independent reports thereon as
per acceptable standard Accounting norms as their reports substantiate.

Our itemized responses to your queries now follow as under:

Your Query:
The reported revenue from operation was increased by 7.31% (2018 Tk. 136,476,604) whereas
the reported expenses for operation (direct cost of revenue) was decreased by 8.53% (2018 Tk.

57,664,378) for the year ended 30 June 2018 which seems to be unusual and illogical (Being
revenue increased, but cost decreased);
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Qur Reply:

In the above regard, we want to apprise you and clarify that the aforementioned variation of
proportion in operational revenue-operational expenses took place on account of the nature of
our businesses, having uncertainties, as pinpointed below

Business of Live Fish farm:

Fish is a biological product. Growth of fish is uncertain but revenue is dependent on the growth
of the fish. Food, medicine and other items remain same based on the number of fish pot. Some
of the fish fries died which could not be possible to identify at the early stage. If less number of
fish fries di®s and growth of the fish is at satisfactory level, revenue is generated at satisfactory
level. Despite spending the same expenses, loss might be occurred if the growth of fishes is not at
satisfactory and mortality rate of the fish fries is increased. Further, frequent and high scale
fluctuation in the market relating to supply chain/procurement and Fish sale /marketing affect
largely actual incurrence of the cost of goods sold as well as the generation of Revenues. The
aspects of increase /decrease in cost of Goods Sold and Operational revenue have been reflected
/reported in the respective Audit Reports.

Business of Software:
Software is developed during certain period and improvement and maintenance of the same
remain mostly unchanged without connection to the revenue generated from software business.

Based on the increase of the users, the revenue increases regardless of the operational cost of
software which takes place beforehand.

1
Business of Internet Service Provider (ISP):
Operational Revenues as well as Cost of goods sold varies for the reasons of i) variation of
incoming and outgoing customer(s) during the period and ii) under-utilization of bandwidth. As
the major/lion part of operational expenses i.e., Bandwidth charges are fixed, it is not relevant
that revenue from ISP will also increased/decreased in parallel/proportion with bandwidth
expenses.
Thus, it is deemed expedient to us that to state conclusively to your above Query at (a) that the

Operational Revenues and Operational expenses for the stated 2(two) financial years under
review, are not unusual/illogical.

Further, the company accounted deferred tax income of Taka 3,047,964 and Tk10,19,700
resulting from increase of the Value of Tax based Assets for the year ended 30 June, 2018 and
2017 respectively, which might be fabricated and unsubstantiated amounts as no disclosure of
Tax based assets was given in the notes to the Financial Statements for the period;

Qur Response/Reply:

We hereby most humbly apologize and regret the inadvertent mistake /error on our part which
was also overlooked by our two auditors unfortunately. However, we firmly undertake to comply
with the necessity of the afore-stated disclosure in our upcoming Annual Accounts and also shall
exert due diligence from our part during the audit of the said accounts in times ahead without
fail.

Your Query(c):

il
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Moreover, the profit from software and fish farm’s income is tax free as per disclosure given at
note 21 to the said financial statements, which is 89% of operation of the company as per
segment report stated at note -22, but the company provided and accounted deferred Tax
income for 100% value of Tax based Assets of the company for the year ended 30 June 2018
without any acceptable justification,

Qur Response/Reply:

In regard to the above query, we would inform you that deferred tax of the company has not
arisen with line of income or expenses. It has been arisen only depending on the depreciation
expenses. The % of the depreciation of fisheries is Taka 8,328,288 Qut of Taka 41,243,765 (i.e.
20% of Tokal Depreciation). Deferred Tax Income has been shown amounting Taka 30,47,964,
Out of which Deferred Tax Income from fisheries unit is Tk. 12,15,529 , which is not material to
the extent of the Company’s volume of Transactions , which is 0.33% of the total assets and
0.37% of the Net assets of the Company.

Your Query /Observation (d):
As a result of the collective effect as stated above, Net Profit after Tax (NPAT) has been inflated

and fabricated and accordingly Earnings per Share (EPS) have also been overstated for those
years;

Our Response/Reply (conclusive):

As substantiated by the above clarifications, we would state that there has been no material
impact on the financial statements. We hope that the responses/clarifications provided by us
will serve your purpose. And thus also humbly request you to exonerate us.

Further, we are optimist that being the principal Regulator as well as Guide/protector of the
vibrant capital market of Bangladesh, you would continue to guide /instruct us with your
valuable directives/observations which would inevitably be beneficial for us in the
preparation/submission of Financial Statements in a better and 100% complied way in times
ahead, reflections of all the required adjustments would , specially, in computation of deferred

tax income/(loss) be given due effect while finalizing and getting audited our Annual Accounts
for the Period FY: 2019-2020."

ARG, PR ¢ THgfos [ ovca @rnfam frafas 38R0 @ STebeanz 3836 3 w=ime o
F Afe foire =M Deferred Tax Income 2R 90,849,568 B1eTa W™ S@ST T2 (T 1A (AHT
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g AR @2 sfstart 7rs e e g a4 zoe;
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@Y, Intech Limited @3 «=fes @fEGs @t 93z Sz Afsreessdn wora @tz
afefafawer, wrzm SifFtibe swn wze ¢ RRRYR Afrem adom o= @l

(XY, TF TP @ATICS FANRCAR TSI 11 TR T BF 9B SfEreise, Fy DPuE 6o
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(atzy, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) 493 Section 2(g)
GTeTEs Intech Limited ‘issuer’ R0 SfSfEs (wre:2@ “2rara’ = ofafis);

(atzy, Securities and Exchange Rules, 1987 @3 Rule 12 states the following-
Submission of annual report by issuers.-

(1) The annual report required by section 11 to be furnished by an issuer of a listed
security shall include a balance sheet, profit and loss account and cash flows
statement, and notes to the accounts, collectively herein after referred to as the
financial statements.

(2) The financial statements of an issuer of a listed security shall be prepared in
accordance with the requirements laid down in the [Schedule-1] and the
International Accounting Standards as adopted by the Institute of Chartered
Accountants of Bangladesh.

Explanation-In this sub-rule, International Accounting Standard refers to the

accounting standards issued by the International Accounting Standards
Committee;

azy, Commission’s Notification No. BESC/CMRRCD/2006-158/208/Admin/81 dated June, 20
2018 states the following-

1. Preparation of Financial Statements.— The financial statements (annual or interim) of the
company shall be prepared in accordance with the Securities and Exchange Rules, 1987 as well
as the provisions of International Accounting Standards (IAS) or International Financial
Reporting Standards (IFRS) as applicable in Bangladesh or as per requirements under the
FiEaiETeE farafiy WEA, 203¢ (03¢ AE db 7 J13F) Financial Reporting Act, 2015) as the case may

be, unless otherwise specified in the referred Rules and other rules related to the issue or issuer
of securities.

@2y, Intech Limited -93 wo G, Yody ATA ANY %A 2717 733§ Deferred Tax Income T
©0,89,5>u8 BT (MR 2raC% U3 fwifas qpmen 1 o f[Afy crenss @rifag e Reefits @i 2afs;
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TR, TR F$+ Ao FAwT T Securities and Exchange Rules, 1987 @3 Rule 12 (1) (2) @3

Commission’s Notification No. BESC/CMRRCD/2006-158/208/Admin/81 dated June, 20 2018 93
A8 [& AR

Wﬁmﬁ%mmwwmm@mmm@ms AR @IfST-0 AT
@ﬁqum@ﬂ%mmqmﬁfwwmmmmwmmm%m
1nlcch/BSEC-Query-QI(J 16-2018/11-1A a3 sr4rea Frare ama qifve w3

“Please refer to your letter no. BSEC/Enforcement/2848/2019-034 dated January 26, 2020 and
subsequent series of mail communication (latest being of October 28, 2020) between us
concerning show cause cum notice for hearing for non-compliance of securities related laws for

audit of financial statements of Intech Limited for the year ended 30 June 2017 and 30 June
2018.

We would like to quite relevantly inform you that the financial statements of Intech Limited for
the year ended 30 June 2017 and for the year ended 30 June 2018 were audited by two different
Independent Auditors (listed auditors of BSEC) namely M/s Fames & R Co., Chartered
Accountants (for FY: 2016-2017) and M/s Ata Khan & Co., Chartered Accountants (for Fy: 2017-
2018). We firmly believe that regarding your queries, specially, on variance(proportional) of
operational Revenue and Operational expenses and deferred tax income computation, our
above-stated Auditors have employed their due diligence and professional expertise while
auditing our respective accounts under review and submitting independent reports thereon as
per acceptable standard Accounting norms as their reports substantiate.

Our itemized responses to your queries now follow as under:

Your Query:

The reported revenue from operation was increased by 7.31% (2018 Tk. 136,476,604) whereas
the reported expenses for operation (direct cost of revenue) was decreased by 8.53% (2018 Tk.

57,664,378) for the year ended 30 June 2018 which seems to be unusual and illogical (Being
revenue increased, but cost decreased);
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Our Reply:

In the above regard, we want to apprise you and clorify that the aforementioned variation of
proportion in operational revenue-operational expenses took place on account of the nature of
our businesses, having uncertainties, as pinpeinted below

Business of Live Fish farm:

Fish is a biological product. Growth of fish is uncertain bul revenue is dependent on the growth
of the fish. Food, medicine and other items remain same based on the number of fish pot. Some
of the fish fries died which could not be pussible to identify at the early stage. If less number of
fish fries di®s and growth of the fish is at satisfactory level, revenue is generated at satisfactory
level. Despite spending the same expenses, loss might be occurred if the growth of fishes is not at
satisfactory and mortality rate of the fish fries is increased. Further, frequent and high scale
fluctuation in the market relating to supply chain/procurement and Fish sale /marketing affect
largely actual incurrence of the cost of goods sold as well as the generation of Revenues. The
aspects of increase /decrease in cost of Goods Sold and Operational revenue have been reflected
/reported in the respective Audit Reports

Business of Software:
Software is developed during certain period and improvement and maintenance of the same
remain mostly unchanged without connection to the revenue generated from software business.

Based on the increase of the users, the revenue increases regardless of the operational cost of
software which takes place beforehand.

Business of Internet Service Provider (ISP):

Operational Revenues as well as Cost of goods sold varies for the reasons of i) variation of
incoming and outgoing customer(s) during the period and ii) under-utilization of bandwidth. As
the major/lion part of operational expenses i.e., Bandwidth charges are fixed, it is not relevant
that revenue from ISP will also increased/decreased in parallel/proportion with bandwidth
expenses.

Thus, it is deemed expedient to us that to state conclusively to your above Query at (a) that the

Operational Revenues and Operational expenses for the stated 2(two) financial years under
review, are not unusual/illogical.

Further, the company accounted deferred tax income of Taka 3,047,964 and Tk10,19,700
resulting from increase of the Value of Tax based Assets for the year ended 30 June, 2018 and
2017 respectively, which might be fabricated and unsubstantiated amounts as no disclosure of
Tax based assets was given in the notes to the Financial Statements for the period;

Our Response/Reply:

We hereby most humbly apologize and regret the inadvertent mistake /error on our part which
was also overlooked by our two auditors unfortunately. However, we firmly undertake to comply
with the necessity of the afore-stated disclosure in our upcoming Annual Accounts and also shall

exert due diligence from our part during the audit of the said accounts in times ahead without
fail.

Your Query(c):
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Moreover, the profit from software and fish farm’s income is tax free as per disclosure given at
note 21 to the said financial statements, which is 89% of operation of the company as per
segment report stated at note -22, but the company provided and accounted deferred Tax
income for 100% value of Tax based Assets of the company for the year ended 30 June 2018
without any acceptable justification;

Our Response/Reply.

In regard to the above query, we would inform you that deferred tax of the company has not
arisen with line of income or expenses. It has been arisen only depending on the depreciation
expenses. The % of the depreciation of fisheries is Taka 8,328,288 Out of Taka 41,243,765 (i.e.
20% of Total Depreciation). Deferred Tax Income has been shown amounting Taka 30,47,964,
Out of which Deferred Tax Income from fisheries unit is Tk. 12,15,529, which is not material to
the extent of the Company’s volume of Transactions , which is 0.33% of the total assets and
0.37% of the Net assets of the Company.

Your Query /Observation (d):
As a result of the collective effect as stated above, Net Profit after Tax (NPAT) has been inflated

and fabricated and accordingly Earnings per Share (EPS) have also been overstated for those
years;

Our Response/Reply (conclusive):

As substantiated by the above clarifications, we would state that there has been no material
impact on the financial statements. We hope that the responses/clarifications provided by us
will serve your purpose. And thus also humbly request you to exonerate us.

Further, we are optimist that being the principal Regulator as well as Guide/protector of the
vibrant capital market of Bangladesh, you would continue to guide /instruct us with your
valuable directives/observations which would inevitably be beneficial for us in the
preparation/submission of Financial Statements in a better and 100% complied way in times
ahead, reflections of all the required adjustments would , specially, in computation of deferred

tax income/(loss) be given due effect while finalizing and getting audited our Annual Accounts
for the Period FY: 2019-2020.”

(Y, PP T3 Torgfors 1aima omta @r=ifaa Reifae 2855 @ Tobem 265 3 T Sotx fofs
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A2y, Securities and Exchange Ordinance, 1969 (Ordinance No. XVII of 1969) 4@ Section 2(g)
sIEe® Intech Limited ‘issuer’ 27 wfsfes (sro:et T’ A Sfafes):

(A=Y, Securities and Exchange Rules, 1987 4% Rule 12 states the following-
Submission of annual report by issuers.-
(1) The annual report required by section 11 to be furnished by an issuer of a listed
security shall include a balance sheet, profit and loss account and cash flows

statement, and notes to the accounts, collectively herein after referred to as the
financial statements.

(2) The financial statements of an issuer of a listed security shall be prepared in
accordance with the requirements laid down in the [Schedule-1] and the
International Accounting Standards as adopted by the Institute of Chartered
Accountants of Bangladesh.

Explanation-In this sub-rule, International Accounting Standard refers to the

accounting standards issued by the International Accounting Standards
Committee;

@zy, Commission’s Notification No. BESC/CMRRCD/2006-158/208/Admin/81 dated June, 20
2018 states the following-

1. Preparation of Financial Statements.— The financial statements (annual or interim) of the
company shall be prepared in accordance with the Securities and Exchange Rules, 1987 as well
as the provisions of International Accounting Standards (IAS) or International Financial

Reporting Standards (IFRS) as applicable in Bangladesh or as per requirements under the
FrEarEeE frefbe W39, 203¢ (03¢ AFE 3 7 W3) Financial Reporting Act, 2015) as the case may

be, unless otherwise specified in the referred Rules and other rules related to the issue or issuer
of securities.

@2y, Intech Limited -93 wo T, Yoby AITA 71 4549 2914 799dts Deferred Tax Income i
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ARy, PP 9 A F@rsa T4 Securities and Exchange Rules, 1987 @3 Rule 12 (1) (2) @3¢
Commission’s Notification No. BESC/CMRRCD/2006-158/208/Admin/81 dated June, 20 2018 @3
A8 Fe FCACE;

ARG, TPUR IS TAYF SICaDy A GLo A0 ST G@Hws [OeR erqfd wu, 203038
oifard a3/ amTesitas/288b /2055 -008 FRFYA TPANET I AfpraE 72 Sy “Afzpias o
@r=fa A Fdfas oifar 9 9| 72 FI Sy o I 70 «3e FfiRqr @ifos-ss Aww
wibaer I Afars TS F1 3w ywia fofee wanEs g GwfR e Fare TS w o A
Intech/BSEC-Query-2016-2018/11-1A a3 s fare ey @1fia @:

“Please refer to your letter no. BSEC/Enforcement/2848/2019-034 dated January 26, 2020 and
subsequent series of mail communication (latest being of October 28, 2020) between us
concerning show cause cum notice for hearing for non-compliance of securities related laws for

audit of financial statements of Intech Limited for the year ended 30 June 2017 and 30 June
2018.

We would like to quite relevantly inform you that the financial statements of Intech Limited for
the year ended 30 June 2017 and for the year ended 30 June 2018 were audited by two different
Independent Auditors (listed auditors of BSEC) namely M/s Fames & R Co., Chartered
Accountants (for FY: 2016-2017) and M/s Ata Khan & Co., Chartered Accountants (for FY: 2017-
2018). We firmly believe that regarding your queries, specially, on variance(proportional) of
operational Revenue and Operational expenses and deferred tax income computation, our
above-stated Auditors have employed their due diligence and professional expertise while
auditing our respective accounts under review and submitting independent reports thereon as
per acceptable standard Accounting norms as their reports substantiate.

Our itemized responses to your queries now follow as under:

Your Query:

The reported revenue from operation was increased by 7.31% (2018 Tk. 136,476,604) whereas
the reported expenses for operation (direct cost of revenue) was decreased by 8.53% (2018 Tk.
57,664,378) for the year ended 30 June 2018 which seems to be unusual and illogical (Being
revenue increased, but cost decreased);
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Our Reply:
In the above regard, we want to apprise you and clarify that the aforementioned variation of
proportion in operational revenue-operational expenses took place on account of the nature of
our businesses, having uncertainties, as pinpginted below

Business of Live Fish farm:

Fish is a biological product. Growth of fish is uncertain but revenue is dependent on the growth
of the fish. Food, medicine and other items remain same based on the number of fish pot. Some
of the fish fries died which could not be possible to identify at the early stage. If less number of
fish fries dids and growth of the fish is at satisfactory level, revenue is generated at satisfactory
level. Despite spending the same expenses, loss might be occurred if the growth of fishes is not at
satisfactory and mortality rate of the fish fries is increased. Further, frequent and high scale
fluctuation in the market relating to supply chain/procurement and Fish sale /marketing affect
largely actual incurrence of the cost of goods sold as well as the generation of Revenues. The
aspects of increase /decrease in cost of Goods Sold and Operational revenue have been reflected
/reported in the respective Audit Reports.

Business of Software:
Software is developed during certain period and improvement and maintenance of the same
remain mostly unchanged without connection to the revenue generated from software business.

Based on the increase of the users, the revenue increases regardless of the operational cost of
software which takes place beforehand.

Business of Internet Service Provider (ISP):

Operational Revenues as well as Cost of goods sold varies for the reasons of i) variation of
incoming and outgoing customer(s) during the period and ii) under-utilization of bandwidth. As
the major/lion part of operational expenses i.e., Bandwidth charges are fixed, it is not relevant
that revenue from ISP will also increased/decreased in parallel/proportion with bandwidth
expenses.

Thus, it is deemed expedient to us that to state conclusively to your above Query at (a) that the

Operational Revenues and Operational expenses for the stated 2(two) financial years under
review, are not unusual/illogical.

Further, the company accounted deferred tax income of Taka 3,047,964 and Tk10,19,700
resulting from increase of the Value of Tax based Assets for the year ended 30 June, 2018 and
2017 respectively, which might be fabricated and unsubstantiated amounts as no disclosure of
Tax based assets was given in the notes to the Financial Statements for the period;

Our Response/Reply:

We hereby most humbly apologize and regret the inadvertent mistake /error on our part which
was also overlooked by our two auditors unfortunately. However, we firmly undertake to comply
with the necessity of the afore-stated disclosure in our upcoming Annual Accounts and also shall
exert due diligence from our part during the audit of the said accounts in times ahead without
fail.

Your Query(c): ’\/«)r“’/
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Moreover, the profit from software and fish farm’s income is tax free as per disclosure given at
note 21 to the said financial statements, which is 89% of operation of the company as per
segment report stated at note -22, but the company provided and accounted deferred Tax
income for 100% value of Tax based Assets of the company for the year ended 30 June 2018
without any acceptable justification;

Our Response/Reply:

In regard to the above query, we would inform you that deferred tax of the company has not
arisen with line of income or expenses. It has been arisen only depending on the depreciation
expenses. The % of the depreciation of fisheries is Taka 8,328,288 Out of Taka 41,243,765 (i.e.
20% of Total Depreciation). Deferred Tax Income has been shown amounting Taka 30,47,964,
Out of which Deferred Tax Income from fisheries unit is Tk. 12,15,529 ., which is not material to

the extent of the Company’s volume of Transactions , which is 0.33% of the total assets and
0.37% of the Net assets of the Company.

Your Query /Observation (d):
As a result of the collective effect as stated above, Net Profit after Tax (NPAT) has been inflated

and fabricated and accordingly Earnings per Share (EPS) have also been overstated for those
years;

Our Response/Reply (conclusive):
As substantiated by the above clarifications, we would state that there has been no material

impact on the financial statements. We hope that the responses/clarifications provided by us
will serve your purpose. And thus also humbly request you to exonerate us.

Further, we are optimist that being the principal Regulator as well as Guide/protector of the
vibrant capital market of Bangladesh, you would continue to guide /instruct us with your
valuable directives/observations which would inevitably be beneficial for us in the
preparation/submission of Financial Statements in a better and 100% complied way in times
ahead, reflections of all the required adjustments would , specially, in computation of deferred

tax income/(loss) be given due effect while finalizing and getting audited our Annual Accounts
for the Period FY: 2019-2020.”
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