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Description of alleged violation of securities laws:

Consolidated Customers’ Bank Account (CCBA):

North West Securities Ltd (NWSL) had been maintaining 03 (three) Consolidated Customers’
Bank Account (CCBA) in its name with Social Islami Bank Ltd. (A/C no. 0041360001207), First
Security Islami Bank Ltd. (A/C no. 0152111000003175) and First Security Islami Bank Ltd.
(A/C no.010411100009938) for deposit of the money received from and for, and payment of
money to and for the customer. It is evident from the documents provided by NWSL that they

maintained the CCBA with a deficiency in it by Tk. 7,684,507/- as on June 30, 2018. The details
of the information are given in the table:

SLf- cersdyccParticulars” o 2 2 S "Amount (Tk.)
Payable to clients 9,082,539
Add: Payable to CSE as per M.O. Report 508,247 -

A Total payable - 9,590,786
Cash & Bank balance (CCBA) as per Bank 1,471,389 )
Statement
Add: Receivable from CSE as per M.O. Report 434,890 -

B | Fund available for payment - 1,906,279

C | Deficiency (A-B) - 7,684,507

Contravention:

NWSL violated Rule 8A(1) of The Securities and Exchange Rules, 1987 by maintaining the
deficit balance in their Consolidated Customer’s Bank Account.
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(ii) Branch Operation 'd mﬂﬁ

As per condition 2(c) and 2(d) of the BSEC Directive no. SEC/CMRRCD/2002-90/34 dated July
29, 2008, a Stock-Broker shall have professional competence and capacity to deliver service at
the branch office, and for that it shall have at least iwo authorized representatives, two DWS, a
compliance officer and a branch manager in each branch. However, inspecting officer noted

during their inspection at the following branch offices of NWSL that they did not comply with
the aforementioned directive. Details are as follows:

Enstmg
4 o B ‘ Status :
Nasu'abad 24 09 2018 Authorized 01
uthorize
Difieadpuy 208 Representative = L
EPZ 04.10.2018 02 01

Contravention:

NWSL contravened condition 2(c) of the BSEC Directive no. SEC/CMRRCD/2002-90/34 dated

July 29, 2008 by not maintaining required number of authorized representatives in each of its
branch offices.

(iii) The stock broker shall have required back office software to handle its client service at branch
office as per condition 4(1) of BSEC Directive no. SEC/CMRRCD/2002-90/34 dated July 29,

2008 but inspecting officer did not find any support of Back office software in the Muradpur
branch office of NWSL.

Contravention: NWSL contravened condition 4(1) of BSEC Directive no.

SEC/CMRRCD/2002-90/34 dated July 29, 2008 by not having back office software in its
Muradpur branch office.

(iv) As per condition 4(7) of the BSEC Directive no. SEC/CMRRCD/2002-90/34 dated July 29,
2008, any change of the branch office must be reported to the Exchange and the Commission

three working days prior to said change(s). However, inspecting officer noted in the following
cases that, NWSL did not comply with the aforementioned condition:

a. Although the area of Muradpur Branch office of NWSL is 800 sft as per
tenancy agreement, major portion of the said office has been occupied by

another concern (Travel Agency). But the change of area was not reported to
the CSE and the Commission.

b. Nasirabad Branch office of NWSL was shifted to Yakub Trade Center, East
Nasirabad, Chittagong from Eves Center, 4™ Floor, House-A1/47, East
Nasirabad, Chittagong without informing the CSE and the Commission.
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Contravention:

NWSL contravened condition 4(7) of BSEC Directive no. SEC/CMRRCD/2002-90/34 dated

July 29, 2008 by not informing the Exchange and Commission regarding the changes in branch
offices.

(v) As per condition 4(8) of the BSEC Directive no. SEC/CMRRCD/2002-90/34 dated July 29, 2008,
branch office can be closed after paying of all claims of the investors, subject to at least three
months’ prior information to the Commission, stock exchange and concerned customers of the
stock broker. However, inspecting officer noted that NWSL did not inform the Commission and
CSE regarding the closure of Khatungonj branch office.

Contravention:

NWSL contravened condition 4(8) of BSEC Directive no. SEC/CMRRCD/2002-90/34 dated

July 29, 2008 by not informing the Commission and CSE regarding the closure of Khatungonj
branch office.

(vi) NWSL failed to provide required documents i.e. Clients’ Receivable (Debit Balance) and

Payable Statements (Credit Balance) from back office software to the inspection officers within a
reasonable time.

Contravention:

NWSL contravened Regulation 7 (1) (ii) of Chittagong Stock Exchange (Trading Right
Entitlement Certificate) Regulations, 2013 and ¢ ¢ of Sk w=fim [Fetfbe ¢ wmwy sfirm (5=
fem, B @ ¢ wqwle ofSRfy) Rfimer, 000 @@ RfE 3 W83 by failing to provide required

documents within reasonable time.

(vii) A cross check between Client’s Financial Ledger and Trade Report (CSE market data) of a client
revealed the following differences in trade quantity indicated that NWSL did not maintain and
update the books and records relating to securities of the clients properly:

= L 3 4 a3 S
oL Datel il rn e
Buy 5,000 - 5,000
457 | 14.02.18 Sale RDFOOD 5.000 i 5,000

Contravention:

NWSL violated Rule 8(1)(cc) of the Securities and Exchange Rules, 1987 and Code of conduct
no. 1 of 2nd Schedule of FFEfle ¢ s =i (Tr-foom, Fo-wren ¢ wpwFreeRif) R, 2000 by
not maintaining necessary books of accounts, register and other documents properly.
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Explanation of the alleged person submitted at the time of hearing:
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“We refer to your letter no. BSEC/Enforcement/2945/2020/765, dated October 14, 2020 in

MU v

We would like to submit our clarifications to your good office regarding the non-compliance of
securities laws as mentioned in your above letter are as follows:

(i) Consolidated customers’ bank account:

Regarding deficient amount of Tk. 76,84,507.00 in consolidated customers’ bank account as on
30.06.2018, we would like to inform you we had been maintaining 3 (Three) consolidated
customers’ Bank accounts in the name of the company bearing A/c No. 0041360001207 with
Social Islami Bank Ltd and A/c No. 010411100009938 and A/c No. 0152111000003175
respectively with First Security Bank Ltd. We have been also maintaining a Public Issue
application account (IPO) bearing A/c No. 0103131000001730 with Premier Bank Ltd, Agrabad
branch, Chattogram for clients’ IPO application purpose. We had transferred application money
from CCBA to Public Issue application account for clients’ IPO application purpose which was
not reimbursed erroneously to CCBA after free of the blocked amount. It is to be mentioned here

that as on 30.06.2018 an amount of Tk. Tk. 75,88,824.00 was available as free at [PO account
(0103131000001730).

As on 30.06.2018, the total balance amount in the above CCB accounts was Tk. 14,71,389.00
and in the IPO A/c was Tk. 75,88,824.00. Therefore, if we consider the amounts in cash in hand,
Bank balance in CCBA, pending clearing with Social Islami Bank Ltd and IPO account then no

deficit amount in CCBA compare to payable to clients. We have depicted the CCBA position of
our company as follows:

SL Particulars Amount
(Tk)
Payable to Clients 90,82,539.00
Add: Payable to CSE as aper MO Report 5,08,247.00 -

A Total Payable = 95,90,786.00
Cash and Bank Balance (CCBA) as per Bank | 15,84,909.00 -
Statements
Add: Bank Balance in IPO account as per | 75,88,824.00
bank statement
Add: Receivable from CSE as per MO Report 4,34,890.00 -

Add: Pending Clearing with SIBL 83,000.00
B | Total fund available for payment 96,91,623.00
C Surplus ! 1,00,837.00
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Regarding maintaining required number of Authorized Representatives in the mentioned
branches, we are informing you that due to our enormously poor turnover and bearish situation in
the market, we could not afford maintaining two Authorized Representatives in each branch.
Moreover, some Authorized representatives had left the company at that time without giving us
prior notice which was caused to fallen the required number to maintain. Presently, we are
marinating the required number of Authorized Representatives in our existing branch(s).

(iii) Not maintemln,ce of Back Office software:

Regarding not maintaining the back-office software at Muradpur branch office, we are informing
you that the server of our back-office software of the said branch was badly affected by computer

virus and it took times to recover. Presently, we are marinating the back-office software in the
said branch without any interruption.

(iv) Change of Branch Office:

(a) Regarding not reporting the change of office space/area to CSE and the Commission, we are
informing you that the change of said office space area was used by another concern for a while
which was not reported to CSE and the Commission in appropriate time and indeed it was
mistake from our side. We are really submitting our sincere apology for the above fault and we
assure that we shall be more cautious to discharge our responsibility in future.

(b) Regarding change/shift of branch office without informing to the CSE and the Commission,
we like to inform you that the above shift/change of said branch office was done also by our
previous management that was really fault from our side. In this regard, we do hereby submit our
sincere apology for the above failure and we assure that we shall be more cautious to comply the
securities laws so that and these types of incidents will not be happened in future.

(v) Closure of Branch Office:

Regarding closure of branch office without informing to the commission and CSE, we are
informing you that the said branch office was not closed formally at that time from our end but
due to shifting of portfolio of some of clients’ accounts from the branch to our head office and
had problem in the back office software, we had to stoppage the operation for the time being. We
do hereby understand that the non-operation in the said branch should have reported to CSE and
the Commission in appropriate time which was unintentional and inappropriate decision from
our side. However, we subsequently had closed the operation of the said branch and formally
reported the matter to the Commission and CSE. We are really submitting our sincere apology
for the above fault and we assure that we shall be more vigilant in future to comply the securities

laws.
~
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(vi) Failed to provide required documents:

Regarding failing to provide required documents (Clients receivable and payable statements)
from back office software to the inspecting officers within a reasonable time, we like to inform
you that we could not submit the documents at that time lacking in proper maintenance and
updated of books of records of clients. However, we had submitted the same few days later to
CSE after retrieving the same from the back office. We are authentically tendering our regret for

the above fault and we assure that we shall be more cautious in future to comply the securities
laws.

(vii) Not maintehance and updated Books and records:

Regarding not properly maintaining and update books and records related to securities of the
clients, we like to inform you that we could not maintain and update the book of accounts,
register and other documents properly which indicated and caused the mismatch (differences) in
trade quantity and stock ledger. Meantime, we have warned the person for the above for the

above non-compliances. We are extremely express our regret for the above fault and we assure
that we shall be more vigilant in future.

In the meantime, we have had taken some measures and necessary changes in the management to

run the brokerage company smoothly. The new management are fully aware, committed and
careful to comply with all the securities laws.

We are sincerely express and humbly submit our apology for the above inadvertent mistakes. We

assure you that we would be more cautious in future and assure you that these types of mistakes
will not take place in future.

We therefore request you to consider the above matter quietly and oblige thereby.

It is observed in the report of Supervision and Regulation of Intermediaries (SRI) Department of
Commission and documents submitted by North West Securities Ltd that the company violated
the followings:

Rule 8A(1) of The Securities and Exchange Rules, 1987 by maintaining the deficit
balance in their Consolidated Customer’s Bank Account;

Condition 2(c) of the BSEC Directive no. SEC/CMRRCD/2002-90/34 dated July 29,

2008 by not maintaining required number of authorized representatives in each of its
branch offices;

Condition 4(1) of BSEC Directive no. SEC/CMRRCD/2002-90/34 dated July 29,
2008 by not having back office software in its Muradpur branch office;

Condition 4(7) of BSEC Directive no. SEC/CMRRCD/2002-90/34 dated July 29,
2008 by not informing the Exchange and Commission regarding the changes in

branch offices;
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Condition 4(8) of BSEC Directive no. SEC/CMRRCD/2002-90/34 dated July 29,
2008 by not informing the Commission and CSE regarding the closure of
Khatungon) branch office;

Regulation 7 (1) (ii) of Chittagong Stock Exchange (Trading Right Entitlement
Certificate) Regulations, 2013 and &% ¢ of fa¥% w=im (Hesfaby ¢ wmmn sfew (5
femmz, b= @rer ¢ wyfAe efeffy) ffimren, 2000 @7 RfF 33 5837 by failing to provide

required documents within reasonable time;

c_lrn

Rule 8(1)(cc) of the Securities and Exchange Rules, 1987 and Code of conduct no. 1
of nd Schedule of FfFthftw ¢ wwrw Fw (-, Te-Eer ¢ wairo=ftRiE) R,

2000 by not maintaining necessary books of accounts, register and other documents
properly.
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1) North West Securities Ltd. (CSE TREC No. 19)
Aktharuzzaman Center (6th Floor),
21-22 Agrabad Commercial Area, Chittagong.
2): Managing Director, Chittagong Stock Exchange Ltd.: with request to monitor the mentioned

irregularities with intimation to the Commission.
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