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SEC/Enforcement/972/2011/ 15         Registered with AD 
January 22 , 2013  
                                                                 
Island Securities Limited         Fax No. 031-727809 
CSE’s Membership No. 121005 
Faruk Chamber (6th floor) 
1403, Sk.Mujib Road 
Agrabad 
Chittagong 
Attention: Managing Director/CEO 
 
Subject:  Penalty Order: Non-compliance of the SEC’s Directive No. SEC/CMRRCD/2001-43/42 dated 

June 15, 2010 and SEC/CMRRCD/2009-193/63 dated September 06, 2010 in connection with 
trading in shares of Quasem Drycells Limited.  

       
    Dear Sir, 
   
Commission’s penalty order No. SEC/Enforcement/972/2011/14 dated January 22 , 2013 is enclosed herewith 
for your kind information and necessary action.  
 
 
For Bangladesh Securities and Exchange Commission 
 
 
Mustari Jahan 
Deputy Director (Enforcement Dept.) 
 
 
 
 



 

      Order 
 
Whereas, as per section 2(i) of the Securities and Exchange Ordinance, 1969 (XVII of 1969), Island Securities 
Limited is a member of Chittagong Stock Exchange Limited;  
 
Whereas, the Bangladesh Securities and Exchange Commission issued Stock Broker Registration Certificate to 
Island Securities Limited under aviv 10(1) of the wmwKDwiwUR I G·‡PÄ Kwgkb AvBb, 1993, read with wewa 5 (5) of the 
wmwKDwiwUR I G·‡PÄ Kwgkb (÷K-wWjvi, ÷K-‡eªvKvi I Aby‡gvw`Z cÖwZwbwa) wewagvjv, 2000, to conduct securities trading related 
activities under certain terms & conditions stipulated in the said certificate; 

 

Whereas, on the basis of the investigation report of Chittagong Stock Exchange Limited on unusual trading in 
shares of Quasem Dry cells Limited, a show cause-cum-hearing notice No. SEC/Enforcement/972/2011/ 25 dated 
January 10, 2012 was issued to Island Securities Limited to appear at the hearing. In the show cause-cum-hearing 
notice among others following were mentioned;- 
 
“Whereas, as per the Commission’s Directive No. SEC/CMRRCD/ 2001-43/42 dated June 15, 2010, equity 
securities with price-earning ratio of above 40 (forty) shall not be entertained as ‘marginable securities’ under 
clause (d) of sub-rule (12) of rule 3 of the Margin Rules, 1999 and the stock brokers shall not provide loan facilities 
to their clients to purchase the said securities. 
 
Whereas, as per SEC’s Directive No. SEC/CMRRCD/2009-193/63 dated September 06, 2010; non marginable 
securities shall not be allowed to buy against pre-matured sell proceeds of any marginable securities. 
 
Whereas, an investigation has been conducted by CSE regarding unusual trading in shares of Quasem Dry cells 
Limited. According to the report due to having of Price Earning Ratio more than 40 (during the reported period), 
shares of Quasem Dry Cells Limited has been treated as non marginable. 
 
Whereas, the Investigation Team among others reported the following: 
 

Brokers Name 3.ISLAND SECURITIES LTD. (121005) 
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the day 

Cash/Cheque   
Received 

Closing 
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Balance of 
the day 

21.10.10 1,500 106 159,000 (638,216) - (627,573) 
25.10.10 1,000 119 119,000 (627,573) - (654,775) 
26.10.10 1,000 126.8 126,800 (654,775) - (646,308) 
27.10.10 2,000 122 244,000 (646,308) - (608,531) 

 
1 
 

 
8908 

 
Margin 

28.10.10 2,000 120.6 241,200 (608,530) - (553,758) 
2 13047 Margin 04.10.10 8,000 94.38 755,050 (2,828,006) - (2,463,432) 
3 21311 Margin 19.10.10 2,000 105.7 211,400 (325,243) - (256,283) 

07.10.10 6,000 95.8 575,850 (3,934,788) - (4,095,415) 4 18035 Margin 
12.10.10 10,000 101.55 1,015,500 (4,118,471) - (4,112,541) 

   13.10.10 3,000 104.89 314,650 (4,112,541) - (4,427,193) 
 
 Contravention: Island Securities Limited has violated SEC’s Directive No. SEC/CMRRCD/2001-43/42 dated 
June 15, 2010 by providing margin loan or Commissions Directive no SEC/CMRRCD/2009-193/63 dated 6th 
September, 2010 by allowing netting or adjustment facility to their clients in respect of buying shares of Quasem 
Drycell (Non-marginable Securities).” 
 
Hearing was conducted. Mr. Kazi Md.Rakibul Hoque (Compliance Officer) and Mr.A.N.M Najmul Huda (Asst. 
Manager) attended the hearing on behalf of Island Securities Limited. They submitted an explanation letter No. 



 

ISL/DSE/2012/172 dated September 02, 2012. In the letter among others they confessed the allegation, begged 
apology and requested the Commission to excuse them for accidental violation. 
 
Whereas, from the enquiry report and the written confession of the broker it is proved that the allegation 
of violating SEC’s Directive No. SEC/CMRRCD/2001-43/42 dated June 15, 2010 and Directive no 
SEC/CMRRCD/2009-193/63 dated 6th September, 2010 against Island Securities Limited is correct. Since 
the same violation is committed on the several dates so it is considered as deliberate. Their explanation 
is not acceptable to the Commission. 
 

 Whereas, the aforesaid activities are tantamount to non-compliance of securities law, deliberate and 
clear contravention of the above mentioned Directives issued under the Securities and Exchange 
Ordinance, 1969 (XVII of 1969) . The said violations attract penal provision of section 22 of the 
Securities and Exchange Ordinance, 1969. 
 
Whereas, to protect the discipline and transparency of the capital market along with it’s development the 
Commission deems it appropriate and necessary to impose penalty upon Island Securities Limited for the 
stated violations. 
 
Now, therefore, Bangladesh Securities and Exchange Commission, in exercise of the power conferred by 
section 22 (amended by the Securities and Exchange (Amendment) Act, 2000) of the Securities and 
Exchange Ordinance, 1969 (XVII of 1969) hereby imposes penalty for Tk.2.00 (Tk.Two) Lac upon Island 
Securities Limited which is to be deposited to the Commission in the form of Bank Draft/Payorder 
favouring ‘Bangladesh Securities and Exchange Commission’ within 15 days from the date of issuance of 
this order.   
 
 

By order of the Bangladesh  Securities and Exchange Commission 
 

 
Professor Dr. M. Khairul Hossain 

Chairman 
Distribution: 
Island Securities Limited          
CSE’s Membership No. 121005 
Faruk Chamber (6th floor) 
1403, Sk.Mujib Road 
Agrabad 
Chittagong 
 
 
Distribution: 
Chief Executive Officer, Dhaka Stock Exchange Limited 
Chief Executive Officer, Chittagong Stock Exchange Limited  
 
Copy for information: 
P.O to Commissioner (Enforcement), SEC 
P.O to Executive Director (Surveillance), SEC 
P.O to Executive Director (MIS), SEC 
Chairman’s office, SEC 
 
 


