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bs-GmBim/GbtdmigpU/1020/2012/ Zwilt Rb 2012 Bs
A"k

thinZ, Kigkb, GbieGj miKDitiUR ijigiUW (WGmB m™m" bs-203) tK Zvi Avte bpuig, ibawiZ kZvasth imiKDiiUR g iepq
KgKE ciiPijby Kivi Rb™ imiKDiiiUR 1 G - 1PA Kigkb (AZ:ci (Kigkbl etj DijiLZ) miKDiilUR I G - PA Kigkb AiBb,
1993 (1993 mtbi 15 bs ABb) Gi 10(1) G ¢ E TgZietj miKDiitlUR 1 G - PA Kigkb (=K-Wjui, +K-teiKii I Abtgi™Z
ciZibia) veragvjy, 2000 Gi teria 5(5) mn ciVZ +Kielvi/Wjvi tiiRiokb milidiKU ¢ b KiifQ;

thinZ, Rbie tgi: Mgm DDb (tKW-00977, iel inme bs-1203980018160236, GhieGj mKDiiiUR 1jigtUW) GhieGj
imIKDIUR 1jigiUW KZK Aizii= FiYi KiitY Aw_Kfie TiZM nlovi 1elig Kiggth GKiU ArfthiM “wlj KiitQb;

thinZ, D3 ArfthiMi WFiEIZ Kigkb Gi Atk bs SEC/SRI/2009-05/1200/180 dated September 15, 2012 Gi
ga‘'tg GhieGj mKDIniUR 1j1giUW G cii“kibi Rb™ GKiU Kigiu MiVZ nq Ges D= cii kb Kigili “wLjKZ ciZie b Abhgx
findings and contraventions ib&gi‘C:

The inspecting officers have reviewed the complaints of Mr. Md. Giash Uddin and have collected
necessary documents/information/explanation from NBL Securities Limited in this regard. Based on the
review, analysis and examination of collected documents/information, the inspecting officers have found
the followings:

Mr. Md. Giash Uddin opened a trading account and a Beneficiary Owners (BO) account with NBL
Securities Limited (DSE Member # 203) on September 03, 2008. From the transaction ledger of the
client, it appears that he had been enjoying margin loan facilities from the inception of account opening.

As per complaints of Mr. Md. Giash Uddin, the inspecting officers have examined portfolio statements of
the client for the period from 20/10/2008 to 10/11/2008 and from 11/01/2009 to 25/01/2009. It appears
form the portfolio statements that NBL Securities Limited allowed excess margin loan facilities to its
client named Mr. Md. Giash Uddin beyond the approved limit. The account was in forced sale status over
some reporting period. However, the stock broker continued allowing the client to buy securities using
margin loan facilities. As on 20/10/2008, debit balance in the client’s account was Tk. -5,52,14,087.50
which came down to Tk. -81,04,576.44 on 11/11/2008. Consequently, margin loan ratio also came down
to 253% on 10/11/2008. The margin loan ratio enjoyed by the client during the period from 20/10/2008 to
10/11/2008 is given in the table below:

. Margin Maximum
Sl. Date Equity Debit/Ledger Ratio Approved | Remarks
No. Balance . . .
Enjoyed | Limit
) . Excess
1 20/10/2008 63,89,120.01 -5,52,14,087.5 1:8.64 1:2 Loan
Excess
) 21/10/2008 55,88,473.6 -5,54,25,636.4 1:9.91 1:2 Loan
) . Excess
3 22/10/2008 60,23,283.12 -4,59,53,554.1 1:7.62 1:2 Loan
Excess
4 23/10/2008 68,07,211.86 -4,60,09,093.1 1:6.75 1:2 Loan




s | 261102008 62,46,412.96 -3,95,38,572 1:6.32 1:2 Eﬁ‘gzzs
s |27/10m008 50,87,234.46 -4,18,55,173 1:8.22 1:2 ELXSZES
2 | 28/10/2008 56,52,979.8 -4,65,75,335.2 1:8.23 1:2 Eﬁ‘gzis
e | 20/1072008 56,08,516.97 -4,32,83,538 1:7.71 1:2 ELXSZES
o | 30/10/2008 58,45,729.11 -3,86,73,095.9 1:6.61 1:2 Eﬁ‘gzis
10 | 2112008 41,02,714.08 -4,05,23,525.9 1:9.87 1:2 ELXSZES
11 | 3112008 35,64,053.78 -3,43,02,761.2 1:9.62 1:2 Eﬁ‘(‘)ﬁs
1 | 4112008 46,13,258.43 2,36,71,433.6 1:5.13 122 ELXSZES
13| 5112008 40,94,910.28 -2,42,56,963.2 1:5.92 1:2 Eﬁ‘(‘)ﬁs
4 | e/11/2008 40,01,040.76 -2,08,57,043.5 1:5.21 122 ELXSZES
15 | 9112008 30,77,169.92 -1,40,81,552.6 1:4.57 1:2 Eﬁ‘(‘)ﬁs
6 | 10110008 33,17,942.85 -83,04,482.15 1:2.53 1:2 ELXSZES

From the above table, it appears that the stock broker allowed excess margin loan facilities to the client at
the ratio of above 1:5 where the maximum permitted limit was 1:2.

The margin loan ratio in the client’s account came down to 1:2.53 on 10/11/2008. But the stock broker
again started to give excess margin loan to the client after 11/11/2008. On 06/01/2009, debit balance in
the client’s account stood at Tk. - 6,78,23,758.02. In the second phase, margin loan ratio increased
substantially and one point of time, equity in the client’s account showed negative balance. Details of
margin loan facilities as enjoyed by the client during the period from 11/01/2009 to 25/01/2009 are given
below:

. . Maximum
S1. . Debit/Ledger Margin
No. Date Equity Balance Ratio A'pp.roved Remarks
Limit
11/1/2009 -10,10,574.39 | -6,76,41,881.9 - 122 Excess
1 Loan
12/1/2009 19.26,172.99 | -6,74,21,455.5 ; 122 Excess
2 Loan
13/01/2009 -18,32,684.6 -6,74,27,340.9 - 122 Excess
3 Loan
14/01/2009 22,05,623.4 -6,73,23,555.9 ; 122 Excess
4 Loan
5 15/01/2009 25,84,078.15 | -6,73,20,629.4 - 122 Excess




Loan
18/01/2009 | -42,52351.9 | -6,73,20,629.4 i 1:2 Excess

6 Loan
19/01/2009 | -64,05,511.59 | -6,74,71,808.6 i 12 Excess

! Loan
20/01/2009 | -27,14,480.41 | -6,65,89,135.4 - 1:2 Excess

8 Loan
21/01/2009 | -34,59,073.49 | -6,67,71,154.7 i 12 Excess

2 Loan
22/01/2009 | -30,30,803.78 | -6,65,10,291.5 i 12 Excess

10 Loan
25/01/2009 | -2,99.811.28 | -6,38,63,137.5 i 12 Excess

a Loan

From the above table, it is observed that equity balance in the client’s account was negative over some
period. For that reason, margin loan ratios can not be calculated. However, the loan amount in the client’s
account was in excess of permitted limit.

In accordance with the provision of the Margin Rules, 1999, a member can extend credit facilities to its
approved clients to the extent double of the clients margin/clients deposit (i.e. 1:2 basis). (Ref:
Commission’s letter no. SEC/Section/CMRRCD/2001-43/89 dated February 11, 2009).

Contravention: Through the aforesaid activities, NBL Securities Limited (DSE Member No. 203) has
violated Margin Rules, 1999.

It appears that Mr. Md. Giash Uddin made profit amounting to Tk. 1,11,59,526.00 from the inception of
account opening. NBL Securities Limited has provided huge amount of excess loan to the said client from
the inception of account opening which raised up to Tk. 6,78,23,758.02 and go for force sale time to
time. NBL Securities Limited has also declared a survival package for the customer but they did not do
so. Due to the above Mr. Md. Giash Uddin lost his equity amounting to Tk. 58,47,324.00 out of
98,47,324.00;

It also appears that NBL Securities Ltd. already received interest, charges and commission from the client
amounting to Tk. 2,47,77,361.00 which includes Tk. 4,15,724.00 for management fees for their portfolio
management service;

Contravention: Through the aforesaid activities, NBL Securities Limited (DSE Member No. 203) has
violated section 4 & 6 of 2™ schedule of Securities and Exchange commission (Stock-dealer, stock —
broker and authorized representative) Rule, 2000.

thinZ, Kigkb DctiwjiLZ cizte™b Abhigx mKDiilUR ABb cricijib e Zvi ~1'h GhieGj imiKDiiiUR vjigiUW Gi eiveti GKIU

show-cause-cum-hearing notice ml bs- SEC/Enforcement/1020/2012/62 ZwiL 15 tdeqiix 2012 tciY Kti Ges
27 tdequix 2012 ZwiiL kbibxi 1"b ah” Kii Ges ah'KZ ZwiiL D=3 feKvi/Wjvi Gi ciZibia Dci Z nig 27 fdequix 2012
ZwiiLi cfTi giatg 1jiLZ e3e” “ulj Ktib] hiZ Abith'i gta’, ibigr= ielq, ij i DijL AvQ:-

“The notice has been issued upon the company leveling some allegations of non-compliance of
the securities laws as under:



“The company has violated margin rules-1999 by providing margin loan to Mr. Md. Giash
uddin, code no. 00977, one of our clients.”

“The company has violated section 4 & 6 of 2" schedule of securities and exchange commission
(stock-dealer, stock-broker and authorized representative) rules, 2000.”

We submit below our replies & explanation for your kind consideration.

Allegation no. (i):

Mr. Md. Giash uddin, opened his bo account with our company under code no. 00977 on 03.09.2008 and
during the month of September 2008 he deposited an amount of tk. 70.00 lac and tk. 26.00 lac on
25.01.2009. Thus his total investment stood at tk. 96.00 lac. The client always made his buy-sell
decisions at his own discretion based on his knowledge of the business.

At the time of opening the account mr. Giash uddin made a firm commitment to the ex in-charge
of the division that, he would invest substantial amount through this account and requested to
purchase more shares and the shortfall amount, if any, will be adjusted by depositing the fund at
the earliest, but the client failed to maintain his commitment. In the context of falling market the
margin loan remained unadjusted for a long period. It may be mentioned here that we have
served several notices to adjust the excess loan liabilities but the client did not do so (copies
enclosed). Considering his loss in the portfolio and several commitments to deposit fund, we
never executed force/trigger sale in his account.

In the premises stated above we would like to leave ourselves at your kind disposal. We can
only say that the allowing excess margin loan, as alleged in the notice, was not deliberate
and we fervently request you to exonerate us from the allegation. We shall look into the
matter very sincerely so that such type of violation may not occur in future.

Allegation no. (ii):

In the 1% week of november 2008 the client was in ‘sale mood’ assuming the bearish market in
the coming days. Due to his continuous sale, the loan balance came down at tk. 83.94 lac on
10.11.2008 and at that time he lost his equity by tk. 36.83 lac (deposit of tk. 70.00 lac — equity
33.17 lac, portfolio dated 10.11.2008 is enclosed).

Subsequently he admitted his earlier assessment regarding the market trend was wrong and
requested the authority to purchase shares by utilizing earlier sale proceeds in order to recover
the said losses assuming the bullish trend of the market in the foreseeable future. Considering his
plea & loss, he was allowed to buy shares time to time at his own discretion.

As an experienced as well as senior investor, mr. Md. Giash uddin, always made his investment
(buy/sell) decisions at his own assessment and discretion. Moreover, he remains physically
present in the house during all his transactions.



As a stock broker of dse, national bank limited has no scope to provide any investment
counseling and/or maintaining clients portfolio and we meticulously follow the rules.

Due to bearish market situation during the period from september 2008 to april 2009 (at that time
the dse index fell down from 3000 points to 2400 points), he lost his entire equity and as on
06.01.2009 his equity stood at tk. 8.33 lac (negative).

In that situation, he deposited an amount of tk. 26.00 lac on 25.01.2009 and thus his total
investment stood at tk. 96.00 lac. The account remained with negative equity for a long period of
time i.e. From 06.01.2009 to 17.05.2010 and we never executed force/trigger sale in his account.

In response to the securities and exchange commission’s letter no. Sec/srmid/2009-051/1200/232
dated 20.12.2011, among others the following two statements (calculation) were submitted vide
our letter no. Nbl sl/sec/2012/2006 dated 01.01.2012:

Sec req. No. 3:detail calculation of account within the loan limit as per margin rules, 1999 [19
pages].

Sec req. No. 5:profit and loss of client both within the loan limit and current position [66 pages].

Above statements show that the cause of the loss suffered in the account was due to investment
(buy/sell) decisions taken by the client from time to time.

Notable that during the bullish market scenario the client had withdrawn tk.35.00 lac on
15.12.2010 and tk.5.00 lac on 13.03.2011 totaling tk.40.00 lac which has not been reinvested by
the client in the account. Moreover, cash dividend amounting to tk.9.36 lac had been received by
the client against holding of shares of different companies.

During the 1% week of december 2010, the equity position of client was improved upto tk. 91.37
lac (portfolio dated 05.12.2010 is enclosed) against total deposit of tk. 96.00 lac. Due to bullish
sentiment of the client, he did not liquidate his portfolio to recover his investment. Subsequent
huge volatility of the market put his portfolio into negative territory. Considering the overall
market situation, investment friendly government initiatives and humanitarian ground, we refrain
ourselves to execute force/trigger sale of the said account.

In the premises stated above we would like to leave ourselves at your kind disposal and
fervently request you to exonerate us from the allegation of violation of section 4 & 6 of 2nd
schedule of securities and exchange commission (stock-dealer, stock-broker and authorized
representative) rules, 2000.

From the inception of the account, mr. Giash uddin made all buy & sale decisions at his own and
was physically present during all his transactions. He was also aware of the leverage effect of
margin loan as well as rate of interest, commission and charges which we have effectively
communicated from time to time to all of our valued clients as per our standard norms &
practices.



In view of the above, we would like to leave ourselves at your kind disposal and fervently
request you to exonerate us from waiver of interest, commission and charges on excess loan
and meet the business loss of the client.

Considering the prevailing volatility of the market & above mentioned facts, we ardently request
you to absolve us from the actions against us.

Your prudence guidance shall enable us to provide services in the sector more efficiently.”

thinZ, GhbieGj miKDIlUR 1jigiUW Gi 1jiLZ e3e" 1 K m 06 cZiggb ng th, Thibxi thuUiki Arfihiimgn GhieGj
imKDImMUR 1jugfUW xKvi KEidQ hv imiKDiiiUR ABb cricijib e Zv ieaiq section 22 of the Securities and
Exchange Ordinance, 1969 Abhigr kw thwl™ Aciva Ges hv Tigvi Athi;

thinz, Kigkibi vetePbig, imiKDillUR ABb cricvjib DijiLZ e” Zvi Rb", Z v ciReiRil Dbgibi cikicuk eRviii
ksLjv 1 7"QzZv ivi vi_ D3 tevKvi/Wjvi tK Riigibv Kiv ciqvRb 1 mgiPib;

AZGe, fminZ, Kigkb, DijiLZ hiezZig welq ieiePbiceK, Securities and Exchange Ordinance, 1969
(Ordinance No. XVII of 1969) Gi section 22 [hv The Securities and Exchange (Amendment) Act,
2000 giiv mstkwaZ] G ¢ E YlgZietj GhieGj miKDiiiUR 1jigtul Gi Dci 10 ("k) J 1 UKy Riiigibi arh” Kij hy AT
A iKi Zwil nizZ 15 (ctbi) v 1bi gfa” lmKDIIIUR I G - {PA Kigkbl Gi AbKij Bm'KZ e'isK WvdU/tc-AWiii gra'tg
Kigkib Rgy KiiZ nie|

imIKDIIUR 1 G - 1PA Kigktbi At~ kg,
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