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Bangladesh Securities and Exchange Commission

Major initiatives and reforms undertaken by the Commission during last nine years

[May, 2011-May, 2020]

The present Commission was assigned the responsibilities in May 2011 after the
stock market debacle in 2010-11 due to sudden bubble and subsequent bursts.
Since then, the prime duty of the Commission was to identify the reasons behind
stock market debacle and conduct investigation, inspection and enquiry for

restoring investors' confidence and ensuring market stability.

Some of the important measures, aiming at market stability and development,
implemented by the Bangladesh Securities and Exchange Commission are

mentioned hereunder:

Framing/Amending Laws

01. Amendment of the Securities and Exchange Ordinance, 1969
incorporating provisions, inter alia, no legal proceeding before any court
can be brought challenging an order of penalty imposed by the
commission unless an amount of 15% of such penalty is deposited to the
Commission, power to establish special Tribunal for capital market,
power to seek information and access to information regarding bank
account from any bank or any financial institution or organization related
to the transaction of security, maintenance of secrecy by the Commission
and the employees penalty for disclosure of information for the purpose
of making profit through insider trading.

02. Amendment of the Bangladesh Securities and Exchange Commission
Act, 1993 incorporating provision among others, power to sign any
agreement or contract with prior approval of the Government, power to
seek information regarding bank account from any bank or financial
institution or organization related to the transaction of security, power to

control activities of clearing corporation for settlement of transaction of
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derivatives and other securities, enhancing the regulatory capacity and
operational efficiency and ensuring work environment for the employees
of the Commission through fixing salary, allowances and other benefits
for the employee of BSEC comparable to that of Bangladesh Bank.
Moreover, with support of the Honorable Prime Minister, BSEC has taken
many initiatives including establishment of its own office building,
increase of manpower strength and development of skilled manpower
through training at home and abroad.

03. The Exchanges Demutualization Act, 2013 was enacted on 02 May,
2013 for Demutualization of Exchanges. Demutualization has ensured
accountability and good governance of the exchange(s), separated the
trading rights from its ownership and management with a view to improve
the governance, increase the efficiency and maximizing the value of the
exchanges. Independent directors are the majority in the board consisting
of 13 directors and the Chairman must be an independent director of
Demutualized Exchange. Independent Directors shall play the most
important role in the Board Committees by ensuring neutrality, improving
governance and enhancing business efficiency through their diverse

experience and expertise.

Making of New Rules

04. In order to issue debt securities, the Securities and Exchange Commission
(Private Placement of Debt Securities) Rules, 2012 were introduced. Before
October 29, 2012, there was no separate rule for raising capital through
issuance of debt securities and most of the issuer moved to the banks for the
long-term financing. These rules have opened rooms of long-term financing
for the issuer via capital market. Mentionable that since the inception of the
rules the companies have raised thousands of Crore Taka through issuance

of debt securities from the capital market;
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06.

07.

08.

The Bangladesh Securities and Exchange Commission (Research
Analysis) Rules, 2013 have been enacted. These rules are essential to
protect the investors directly by designating a capital market research
analyst in a legal format. It helps to ensure the accountability and code of
conduct of the research analyst. Stock market analysis enables investors to
identify the intrinsic value of a security before investing in it and thus
making informed investment decisions;

The Bangladesh Securities and Exchange Commission (Alternative
Investment) Rules, 2015 were introduced. These Rules are applicable for
registration and regulation of alternative investment including venture
capital fund, private equity fund and impact fund. Fund managers
registered under these Rules have raised fund and made investment at
several start-up and small capital companies. It is very difficult for a start-
up company or SME to raise its initial capital or fund from bank or NBFI.
These Rules have been introduced to help such small businesses to raise
their capital through alternative investment fund;

The Bangladesh Securities and Exchange Commission (Exchange traded
Fund) Rules, 2016 were enacted. These Rules are framed to guide
formation, registration, subscription and other matters related to ETFs.
This initiative would allow investors to quickly own a diversified set of
securities, such as stocks, at a low cost. It would also allow investors to

get very specific exposure to specific areas of the market;

The Bangladesh Securities and Exchange Commission (Development of
Investors Education and Training) Rules, 2016 were made to conduct
financial literacy program. Before that in 2011 Honorable Prime Minister
instructed the Commission to launch a slogan for the investors- "know,
analyze and invest". The rules provided comprehensive guidelines and
materials for enhancing the awareness of the investors. Actually, financial
literacy is the knowledge about personal management of finances. It gives
twin benefits of protection from financial frauds as well as maing better

plan for financially secured future. Financial literacy gives consumers the
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necessary knowledge and skills required to assess the suitability of
various financial products and investments available in the financial
market. In order to aware retail investors, financial literacy program has
been organized through training, workshop, seminar and conference
highlighting the significance of financial planning, investment basics &
evaluation.

09.The Bangladesh Securities and Exchange Commission (Clearing and
Settlement) Rules, 2017 were made. Central Counterparty Bangladesh
Limited (CCBL) was established to separate clearing and settlement
activities from exchanges which will help reduce settlement risk. The
CCBL basically becomes the buyer to every seller and the seller to every
buyer. On this basis, if one of the CCBL members’ defaults, the CCBL
guarantees scheduled settlement for other members. Effective clearing
mitigates systemic risk by lowering the risk of defaults from counterparty
to counterparty;

10.The Bangladesh Securities and Exchange Commission (Investment
Sukuk) Rules, 2019 were made. These rules are formulated to make
guideline for raising fund through the issuance of Sukuk product. These
rules will provide greater opportunities for Islamic finance to attract a
wider investor base and expand its role to support sustainable objectives
of finance. This initiative will explore the use of Islamic finance to
support climate mitigation efforts, including the use of Islamic finance
instruments to finance climate friendly projects. It will also explore
policy, regulatory and institutional elements required for the sustainable
use of Islamic finance to address climate change;

11.Bangladesh Securities and Exchange Commission (Exchange Traded
Derivatives) Rules, 2019. These rules shall introduce types of indexes
and securities derivatives which shall be used to mitigate investment risks
through hedging,

12.The Bangladesh Securities and Exchange Commission (Short-Sale) Rules,

2019 have been made. These rules give guidance to stock dealer and stock
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brokers regarding short selling framework and mechanism as well as
minimize the short selling settlement risk. In a short sale, the investor
borrows securities from a broker and sells them into the market with the
understanding that the stock will be bought back at a later date and
returned to the broker. If the stock goes down, the investor buys it back at
a cheaper price and will make money on the trade;

13.The Bangladesh Securities and Exchange Commission (Risk Based
Capital Adequacy) Rules, 2019 were made. These rules are set up for
establishing a minimum regulatory and ongoing capital requirements for
capital market institutions to protect financial firms, their investors, their

clients as well as a strong capital market;

Amendment to Rules/Regulations

14.Amendment to the Securities and Exchange Rules, 1987 by incorporating
special audit guidelines, which will improve the quality of auditor’s report
and credibility of audited financial statements;

15.Amendment to the Securities and Exchange Commission (Merchant
Banker and Portfolio Manager) Rules, 1996;

16.Amendment to the Securities and Exchange Commission (Stock broker,
Stock dealer and Authorized Representative) Rules, 2000;

17.Amendment to the Securities and Exchange Commission (Mutual Fund)
Rules, 2001;

18.Amendment to the Securities and Exchange Commission (Over-the-
Counter) Rules, 2001

19.Amendment to the Securities and Exchange Commission (Issue of
Capital) Rules, 2001

20.Amendment to the Depository (User) Regulations, 2003;

21.Amendment to the Securities and exchange Commission (Rights Issue)
Rules, 2006 incorporating provisions of profitability record in the
preceding year; no issuer shall price its rights share above par value who

has not been in commercial operation and having track record of
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profitability for immediate past three years, credit rating report of issuer
for right offer at premium, summarized audited financial statements and
dividend paid along with auditor certificates for five years or applicable
shorter period;

22.Making of the Bangladesh Securities and Exchange Commission (Officer
and Employee) Service Rules, 2014 by repealing the previous respective
rules through SRO No. 26-law/2014 Gazette Notification dated February
10, 2014. Mentionable that, Financial Institution Division has created 180
(one hundred and eighty) number of posts and upgraded salary grade of
few positions for the employee of BSEC vide letter No-
53.00.0000.28.001.19-165 dated October 16, 2019. Moreover, Financial
Institution Division has also created 25 (twenty five) number of office
helpers of BSEC by letter No-53.00.0000.421.28.001-19- 186 dated
November 14, 2019;

23.For increasing supply of good fundamental securities, the Bangladesh
Securities and Exchange Commission (Public Issue) Rules, 2015 was
made and subsequently these rules was amended by incorporating or
modifying or changing of provision regarding eligibility criteria for fixed
price and book building methods, submission and processing of
application, introducing Dutch auction for determining cut-off price
through electronic bidding process and issue price for general investors
to be fixed at 10% discount from the cut-off price under book-
building method, underwriting, distribution quota of offered securities,
disclosure requirements of prospectus, lock-in provision of existing
shareholder and approval & issuing process;

24 Framing of the Bangladesh Securities and Exchange Commission (Market
Maker) Rules, 2017 by repealing the previous respective rules;

25.Making of the Bangladesh Securities and Exchange Commission
(Substantial share acquisition, takeover and control) Rules, 2018 by

repealing the previous respective rules;
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26.The Bangladesh Securities and Exchange Commission (Qualified Investor
Offer (QIO) by Small Capital Companies) Rules, 2018 was made. Small
capital company whose paid-up capital shall stand from Tk. 50 (fifty)
million to below Tk. 300 (three hundred) million, after raising capital
through the QIO can raise fund through fixed price or book-building
method under these Rules. To provide liquidity to investors listing and
trading in small capital platform of exchanges of securities issued by
small capital companies;

27.Making of the Dhaka Stock Exchange (Listing) Regulations, 2015 by
repealing the previous respective regulations;

28.Making of the Chittagong Stock Exchange (Listing) Regulations, 2015 by

repealing the previous respective regulations.

Other Reforms

29. After forming the new Commission in May, 2011 Honorable Prime
Minister convened a meeting with all capital market stakeholders at
Ganabhaban in presence of the Honorable Finance Minister, where she
declared a Tk. 900 Crore incentive package for the victim small investors.
Along with 20% IPO quota for them, the incentive package is being
implemented since 19 August, 2013;

30.As per Order dated 27 July 2011, any issuer company shall not appoint
any firm of chartered accountants as its statutory auditors for a
consecutive period exceeding three years. The auditor should be
independent from the client company, so that the audit opinion will not be
influenced by any relationship between them. It will act as a determinant
for auditors to give an unbiased and honest professional opinion on the
financial statements to the shareholders;

31.Under the supervision of BSEC, in July 2011, the stock exchanges
established corporate finance departments. This initiative will improve
transparency, accountability and governance of listed companies as such

to protect the interest of minority shareholders of the company;
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32. Prior to IPO, a company used to sell shares to a selected group of
investors privately instead of the public. There was no limit to the number
of persons/institutions to whom shares were sold and price of all the
privately placed shares were sold far above the face value and a kerb
market was created. Innocent investors investing in those shares were
expecting a good return in the secondary market, but unfortunately some
of the companies did never apply to the commission or get approval of the
regulator. This was one of the main reasons for investors becoming
omnipotent or destitute. As per Notification of the Bangladesh Securities
and Exchange Commission dated October.02, 2011, other than the
existing shareholders, shares prior to IPO could be issued to not more than
one hundred (100) investors (persons or institutions or both) having Tax
Identification Number (TIN). The company required to offer shares
through Offer document/ Information Memorandum (IM) prepared,
processed and filed application to the Commission through a Merchant
Banker. As such, Commission has given consent to issue share at par or
face value without considering any premium up to 19™ June 2019. This
Notification ensured transparency and accountability and stopped
malpractices of Issuer Company regarding issuing shares under private
placement. Subsequently, in order to simplify capital raising process and
encourage foreign direct investment, the Bangladesh Securities and
Exchange Commission hereby grants exemption to all issuers or
companies except the issuers of listed equity securities, from the provision
of section 2A(2)(a) of the said Ordinance with respect of raising capital
through issuance of equity security.

33.As per Notification dated November 22, 2011 All sponsors/promoters and
directors of a company listed with any stock exchange shall all time
jointly hold minimum 30% (thirty percent) shares of the paid-up capital of
the company. The sponsors/promoters and directors holding less than 30%
(thirty percent) shares shall acquire the rest amount within 6 (six) months

of issuance of this Notification and each director other than independent
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director (s) of any listed company shall hold minimum 2% (two percent)
shares of the paid up capital, otherwise there shall be a casual vacancy of
director. This initiative has improved responsibility of directors and
sponsors through increasing shareholding positions and reduced free float
number of shares in the market which help to stabilize the market by
reducing supply compared to demand.

34.As per decision dated 23 November 2011, merchant bankers and
subsidiaries would be able to collect minimum 51% of its capital from the
parent company; the remaining portion can be collected from other
sources;

35.As per decision dated 23 November 2011, the foreign institutional and
non-resident Bangladeshi investors are exempted from the 10% capital
gain tax due to investment in the capital market;

36.Upon recommendation of the Commission, as per decision dated 23
November 2011, any bank’s financing in its subsidiary company involved
in securities market would not be considered as the bank’s ‘exposure to
capital market’;

37.As per decision dated 23 November 2011, in case of provisioning, the
banks are allowed to consider the net off position of its gain and loss from
investment in securities; previously the net loss position was considered
only for provisioning.

38.Upon recommendation of the Commission, the brokerage commission for
transaction in the capital market was reduced from 0.1% to 0.05%;

39.A uniform face value of Tk.10 was determined for all the listed
companies and mutual funds from 04 December 2011. This initiative
helps investors to analyze and compare financial information among
alternative securities of same face value for taking prudent investment
decision. Moreover, a uniform face value of all the listed companies and
mutual funds on a fixed date restricted companies to derive extra benefit
out of increasing the number of shares without increasing the EPS. It was

wrongly interpreted by the investors and led to unusual price hike of the
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securities going for split at different time period, This action also helped

reduce unexpected upper price advantages of lower face values securities

compared to higher face values securities;

40.The Bangladesh Bank, Bangladesh Securities and Exchange Commission,

and Insurance Development and Regulatory Authority signed a MoU on

23 September 2012 for Coordinated Surveillance and Supervision. This

initiative increased confidence of the financial stakeholders and investors

across the entire financial system;

41.Bangladesh Securities and Exchange Commission framed a 10-year

(2012-2022) master plan for the development of the capital market on 26

November 2012. To develop a balanced, stable and resilient capital

markets, Bangladesh Securities and Exchange Commission adopts this

10-year Master Plan for the purpose of achieving transparency,

accountability, efficiency and strengthen regulatory activities of the

capital market. This master plan included the following:

i)

To rehabilitate the BSEC in terms of securing operational and
financial independency, strengthening its organizational structure,
enhancing (the quality, quantity and skills of) its staff; and
strengthening its (information and internal control) systems;

To strengthen the rules and regulations pertaining to the capital
markets;

To upgrade financial market infrastructure;

To create a conducive environment to enable the orderly and
sustainable emergence of new products (e.g. corporate bonds,
asset-backed securities and derivatives etc);

To ensure a fertile environment to enable the orderly and
sustainable expansion of institutional investors’ (e.g. mutual funds,
insurance companies, pension funds) participation in the capital

markets;
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The government and the Bangladesh Securities and Exchange
Commission (SEC) have taken and implemented a good numbers of
policy actions in accordance with Bangladesh Capital Market
Development Master Plan regarding Legal and Regulatory Initiatives,
Bond Market Initiatives, Financial Market Infrastructure Initiatives,
Institutional Investor Initiatives, Derivatives and Securitization Initiatives

and Taxation Initiatives for development of the capital market.

42.In order to ensure fair trading and conduct investigation on abusive,
manipulative or illegal trading practices in the securities markets, the
Bangladesh Securities and Exchange Commission introduced modern
integrated surveillance software on 17 December, 2012. This market
surveillance system, by generating alerts and detecting various
manipulation in trading, helps to ensure transparency and accountability
in orderly markets, where buyers and sellers are willing to participate
because they feel confident in the fairness and accuracy of transactions;

43.As per Directive dated 30 December 2012, the omnibus account for non-
discretionary portfolio management was converted to the clients separate
BO account.

44.In order to reduce time and hassle, the process for IPO application
through market intermediaries instead of bank was introduced.

45.At the instruction of the BSEC stock exchanges with the help of
international experts constructed indices of international standard which
reflect the real price movement of the securities. DSE on 28 January 2013
and CSE on 12 October 2014 initiated new indices.

46.Based on Demutualization ACT of 02 May, 2013, the stock exchanges
have been demutualized on 21 November 2013;

47.BSEC’s office building has been constructed at Sher-e-Bangla Nagar,
Dhaka, through its own funding. Honorable Prime Minister laid the
foundation stone of this building on 24 November 2013 and also

inaugurated it on 08 January 2017;
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48.Since 1995, BSEC was the ordinary member of International Organization
of Securities Commissions (I0OSCO), the association of national securities
regulators. After accomplishing necessary reforms in the capital market,
BSEC achieved the full membership of IOSCO on 22 December 2013.
The status of this membership was upgraded from ‘B’ to ‘A’ in which all
developed markets like USA, UK, Japan, Australia and others are placed.
Now BSEC has gained the status to take part in the IOSCO’s policy
making process;

49.Upon the request of the Commission, the Government constituted special
tribunal on 07 January 2014 for quick disposal of capital market related
cases. This initiative solved two principal problems with the enforcement
of securities laws and regulations, namely that ordinary court dockets are
seriously overcrowded, resulting in cases not being heard for months or
even years;

50.Honorable Prime Minister accorded reception with a crest to BSEC on 26
February 2014 on recognition of IOSCO’s up-gradation from Appendix
'B'to 'A’;

51.As per BSEC Notification issued on 13 November 2014, the Annual
General Meeting (AGM) of a listed company shall be held within the city,
town or locality in which the registered office of the company is situated;

52.0ne of our Executive Directors, Mr. Farhad Ahmed, was appointed as an
Enforcement and Cooperation Advisor of IOSCO on secondment after
signing [OSCO MMoU by BSEC. He worked in the IOSCO headquarter
in Madrid, Spain for three years i.e from 19 January 2015 to 18 January
2018. This is a great honour for BSEC to be able to deploy an officer in
the international regulatory body, which is considered to be very
competitive requiring strong professional expertise and commitment.

53.After consistent pursuance of the Bangladesh Securities and Exchange
Commission with the government, National Parliament passed Financial
Reporting Act (FRA) on 06 September, 2015 and formed the Financial
Reporting Council (FRC) under this Act. The main purpose was to ensure
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fair, faithful, bias-free and misreporting-free presentation of financial
statements. Another major purpose was to ensure the independence of
auditors to give an unbiased and honest professional opinion on the
financial statements which increases transparency, accountability and
protection of minority shareholder interest through strict monitoring of the
FRC. This Act also helped to boost corporate confidence in auditing,
financial and non-financial reporting among users of financial statements
while also improving faithfulness of audit activities & quality of audit
reports.

54.The English version of the Bangladesh Securities and Exchange
Commission Act, 1993 was published on 08 October 2015;

55.BSEC established its own training center on 17 November 2015 to impart
the capital market related training;

56.A Memorandum of Understanding (MoU) on bilateral cooperation and
technical assistance between the Bangladesh Securities and Exchange
Commission (BSEC) and the Securities and Exchange Board of India
(SEBI) was signed at the Prime Minister’s Office on 22 November 2015;

57.Dissolution of Grameen Mutual Fund One and AIMS First Guaranteed
Mutual Fund was completed;

58.Conversion of eight mutual funds of ICB from closed-end to open-end
mutual funds was completed;

59.BSEC started separate Investors Education Program for women investors;

60.An Order regarding publication of price sensitive information was
published in the Bangladesh Gazette on 15 February 2016. According to
this order, all listed companies will inform in writing to BSEC and
Exchanges within half an hour of according any price sensitive decision
or hearing such information, and accordingly disclose the price sensitive
information through advertisement in a widely circulated Bangla and
English daily newspaper and a web-portal;

61.Earlier DSE was a non-profit organization and it turned into a Public

Limited company after the demutualization. Since then DSE was
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transformed from an entity owned by mostly brokerage-owning members
into a for-profit company owned by shareholders and segregation of
ownership rights and trading rights. It was therefore necessary to make it
profitable and attractive to the new shareholders. In the initial stage of
demutualization, it was difficult to make profit and that’s why DSE
sought tax exemption to make a good start and attract the new investors.
In this regard, DSE requested government through the Commission to
take initiative regarding five-year tax exemption with an effort to make it
a profitable and attractive organization to investors after demutualization.
As a result, Exchange has been given tax holiday for five years at a
graduated rate effective from 1 July 2014 as per SRO No.157-
ain/aykar/2014, dated on 26 June 2014, issued by NBR. Moreover, NBR
has revised the tax exemption rate from 80% to 100% for FY 2015-16 as
per SRO No.109 - ain/aykar/2016, dated on 21 April 2016.

62.Mobile phone SMS has been introduced for debit /credit in the BO
accounts. In this regard, CDBL offers FREE SMS Alerts to the
Beneficiary Owner's (BO) cellular numbers by giving details of daily
debit-credit transactions that have taken place in their accounts. This
initiative reduced fraudulent transfer of securities;

63.Honorable Prime Minister inaugurated the Financial Literacy Program on
08 January 2017. Now BSEC is conducting countrywide Financial
Literacy Program as knowledge is the most important capital for
Investment;

64.BSEC established Financial Literacy Department to impart financial
literacy all over the country;

65.As a research and training institute, Bangladesh Academy for Securities
Market (BASM) has been registered on 5™ May, 2019. The main purposes
of the BASM include skill development through training of employees,
market intermediaries, enhancing investors' awareness through various
education programs and spreading nationwide financial literacy program

for different target groups.
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66.As per agreement on 14 May 2018, Chinese consortium (consists of
Shenzen Stock Exchange and Shanghai Stock Exchange) acquired 25%
shares of Dhaka Stock Exchange. This consortium will provide technical
support to the development of DSE;

67.According to the Demutualization Scheme 2013 the divestment of 25%
share of DSE was mandatory for the DSE management. As such, the DSE
received Tk. 947 crore from the sale of 25% of its stake to the Chinese
Consortium strategic investors and distributed the same among 237 DSE
shareholders. In this regard, Commission opined that this policy would
increase the cash inflow into the market as well as help the government to
earn more tax from the bourse. Subsequently, a good number of
shareholders of DSE requested to the Commission to take initiative to
reduce the capital gain tax on the sale proceeds for encouraging
investment in the capital market. As such, the Commission requested the
same to the government. Upon request of the Commission, as per advise
of the Financial Institutions Division, Ministry of Finance, the National
Board of Revenue (NBR) issued the Statutory Regulatory Order (SRO)
that the gain tax on the amount received from the Chinese strategic
investors against the sale of 25% DSE stake will be subject to only 5%
gains tax, instead of 15% if the amount is invested in the capital market
for a minimum period of three years.

68.To protect the interest of minority shareholders new Corporate
Governance Code, 2018 was issued by amending the Corporate
Governance Guidelines, 2012. The Corporate Governance Code sets out
standards of good practice in relation to issues such as board composition
and development, remuneration, accountability and audit, and relations
with shareholders. The key objective of the corporate governance code is
to enhance the governance in the listed companies and to strengthen
shareholders’ rights and protect shareholders from expropriation by

corporate insiders, whether managers or dominant shareholders;
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69.Notification on financial reporting and disclosure has been issued on 20
June 2018;

70.BSEC observed its twenty-fifth anniversary (Silver Jubilee) program on
12-18 September 2018 through different events. Honorable Prime
Minister Sheikh Hasina, MP graced the inaugural ceremony as the chief
guest.

71.The IOSCO’s “World Investor Week (WIW) 2018 was observed on 7-11
October 2018 for the first time in different jurisdictions. BSEC also
observed the ceremony with various programs for investors and relevant
stakeholders. Since then BSEC is observing the WIW every year.

72.The tenure of close end mutual fund has been re-fixed;

73.BSEC has introduced web portal External Data Request Processing
(EDRP) to expedite the exchange of capital market related information as
per requirement of the government organizations;

74.As per Order dated 24 April 2019, any provident fund for employee of
non-government organization shall not be a sponsor of mutual funds;

75.As per Directive dated 8 May 2019, the provision for lock-in shall be
counted from the first trading day in the stock exchange instead of the
date of issuance of prospectus. The lock-in period for newly issued public
shares of a company helps stabilize the stock price after it enters the
market;

76.As per Directive dated 15 May 2019, the Block Module for Central
Depository system (CDS) of CDBL has been introduced. Under this
directive, all the Listed Companies and Asset Managers are required to
block securities of their respective Company / Mutual Fund held in the
BO Accounts of their Sponsors/ Directors/ Placement share/unit holders
through the 'BLOCK' module of Central Depository System (CDS) of
Central Depository Bangladesh Limited (CDBL). This module stopped
any transfer of lock securities within the lock-in period;

77.New Notification dated 21 May 2019 has been issued by repealing the

previous respective Notification dated 22 November 2011 imposing some
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new conditions. As per this Notification, all sponsors/promoters and
directors of a listed company shall all time jointly hold minimum 30%
(thirty percent) shares of the paid-up capital of the company. Each
director other than independent director (s) of any listed company shall
hold minimum 2% (two percent) shares of the paid up capital,

78.As per Notification dated 23 May 2019, any listed company shall not
declare bonus share without justified reason, i.e. BMRE. In case of a
declaration of bonus shares, listed companies have to disclose the reasons
for declaration of bonus shares and utilization of such retained amount as
capital. Moreover, bonus shares will not be declared from capital reserve
or revaluation reserve or any unrealized gain or out of profit earned prior
to the incorporation of the company or through reducing paid up capital or
through doing anything so that the post-dividend retained earnings
become negative;.

79.As per Notification dated 16 July 2019, the re-investment procedure for
mutual fund has been repealed. Dividends can be received as a source of
income or they can be used to buy more shares. Most investors who buy
mutual fund’s units are usually looking for a source of income as cash
dividend, which means that the investors would like steady and reliable
cash dividend from their mutual fund investment. This initiative will
encourage investors to invest in mutual funds;

80.As per an initiative of the Commission, a bailout fund Tk. 856 crore has
been formed to support the affected small investors under supervision of
BSEC, Bangladesh Bank and ICB. Previously, the Government formed a
fund Tk. 900 crore for the same purpose. This initiative will help to
minimize the loss of affected small investors;

81.As per an Order dated 20 June 2019, all issuers or companies except the
issuers of listed equity securities have been exempted from the provision
of raising capital through issuance of equity security. This initiative
simplified and reduced complexity for raising fund through private offer

and will help increase Foreign Direct Investment;
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82.Notification dated 20 June 2019 regarding certain conditions for [PO and
rights issue have been issued. Under this notification, no issuer of a listed
security shall utilize more than 1/3 (one-third) of the fund raised through
IPO for the purpose of loan repayment. On the other hand, no issuer of a
listed security shall take decision to issue rights shares within 2 (two)
years from the date of publication of prospectus for IPO and before full
utilization of proceeds of IPO or previous rights issue or repeat public
offer (RPO), as the case may be. Moreover, no issuer of a security de-
listed from any stock exchange and/or traded through the over-the-counter
(OTC), shall take decision to issue rights shares before completion of 03
(three) financial years after the re-listing of its security with any stock
exchange;

83. Bangladesh Securities and Exchange Commission and Asian
Development Bank jointly organized a Regional Seminar on Financial
Literacy and Investor Protection on 8-11 July, 2019, Dhaka, Bangladesh
as a part of APEC Financial Regulators Training Initiative, where
Honorable Prime Minister was the chief guest ;

84.0Online Report Submission Platform (ORSP) has been introduced in July
2019 for getting monthly reports from the market intermediaries regarding
compliance of certain provisions of securities laws. This initiative saves
time and paper as well as reduces complexity;

85.In order to improve protection of investors’ interest and submit complaint
easily, recently the Bangladesh Securities and Exchange Commission has
introduced the on-line based Customer Complain Address Module
(CCAM). CCAM is an Online Complaint Management System which
provides an online system of solving the problems faced by the investors
by saving time and eradicate corruption. CCAM is a management
technique for assessing, analyzing and responding to customer
complaints;

86.Established separate SME platform in both the exchanges to provide

liquidity of qualified investors, which will create opportunity to raise fund
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by small & medium sized companies and Start-up Companies with high
growth potential. The SME platform of the Exchange shall be open for
SMEs whose post issue paid up capital shall be less than or equal to Tk.
30 crores;

87.0rder dated 14 November 2019 regarding circuit breaker in security price
movement in the stock exchanges has been issued. As per this order,
standard upward or downward price change shall range from 3.75% to
10% based on reference price or previous days’ close price. Moreover,
circuit breaker for any newly listed security will be 50% for first two
trading days and thereafter regular rate will be applicable. This initiative
reduces price volatility of listed securities and helps to stabilize the stock
price after it enters the market;

88.Three Notifications have been issued on 5 February 2020 as per
requirement of Ease of Doing Business, which encourage foreign direct
investment in Bangladesh;

89.A Panel of Auditors has been approved on 2 February 2020, which
provides confidence to investors and creditors that company funds are
handled appropriately. By reviewing financial statements and digging into
accounting records, auditors can determine whether the financial
statements and records accurately depict the company's true financial
profile;

90.In order to provide liquidity to investors of non-listed equity and debt
securities, BSEC and exchanges are working to develop Alternative
Trading Board (ATB) instead of the OTC market. The Bangladesh
Securities and Exchange Commission approved the alternative trading
system rules to facilitate entry of new products like non-listed securities,
bonds, debentures, Sukuk and open-end mutual funds into the country’s
stock market;

91.To protect the interest of investors and increase confidence of investors
various measures have been taken by BSEC for facing COVID-19
pandemic. From the very beginning of the year 2020, Bangladesh stock
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market has been demonstrating volatility in the share price movement.

Besides liquidity and other problems the market in line with other global

markets owing to concerns relating to COVID-19 pandemic, Bangladesh

market also showed overall declining trend. In this regard, Bangladesh

Securities and Exchange Commission, to protect and aware the investors,

initiated the following policy measures for the development of capital

market.

1) As per discussion with the government as the Honorable Prime

Minister in the chair:

» Increasing the participation of banks and NBFIs in the capital
market;

»  Ensuring the access of merchant bankers and other institutional
investors to low interest-bearing fund;

»  Enhancing the investment capacity of ICB;

» Taking various measures for restoring the confidence in the
market;

» Taking initiatives for increasing institutional investment in
capital market; and

»  Taking measures for listing good multinational and government
companies to increase the supply of quality shares in the
market.

1) As per direction of the Government, commission issued an order

dated 19 March, 2020 setting opening price (floor price) of listed

security at the average price of the closing price of immediate

preceding 5 trading days of 19 March, 2020 to stop panic selling by

general Investors;

i11)  Considering proposals of listed companies regarding the world

wide effect of corona virus and its risk of spreading among the

participant of AGM or EGM, the Commission is considering to

allow conducting AGM/EGM through webinar/teleconference/any
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means of electronic devices instead of conducting AGM physically
in public venue.

iv)  Online Report Submission Platform (ORSP) has been introduced in
July 2019 for getting monthly reports from the market participants
regarding compliance of certain provisions of securities laws. This
initiative saves time and without physical presence of physical
interactions;

v)  The following awareness news as alerts to Covid-19 for all
stakeholders of the Capital Market through Exchanges’ on-line

news feed:

“All concerned are hereby informed that (1) Discourage clients for
rushing in the brokerage house and encourage more for trading
through mobile apps and other internet based devices, (2) No hand
shake, (3) No hugging; (4) Maintain reasonable social distance (at
least one meter), (4) Identifying employees and clients who is
coughing or sneezing or with any suspicious symptoms, (5) Avoid
to touching eyes, nose, ears and mouth, (6) Arrangement of hand
sanitizer every time to enter office premise (employees, clients and
visitors), (7) Arrangement of mask to provide to employees and
clients in the brokerage house, (8) Discourage visitors to enter into
the office, (9) Arrangement of virtual office for part of employees
on rotation basis and (10) Avoid face to face meetings in the office
and encourage telephone/video conference among the employees

and clients."

92.During last nine years, a number of discussion meetings, training
programs, seminars, workshops and roundtable were organized for
investors and other stakeholders for various purposes aiming at product

and market development, awareness raising and exchange of views.
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Ongoing Activities

93.A draft for making new law by repealing the Securities and Exchange
Ordinance, 1969 and the Bangladesh Securities and Exchange Act, 1993
has been sent to the Financial Institutions Division on 19 November 2019;

94.The draft Securities and Exchange Rules, 2019 by repealing Securities
and Exchange Rules, 1987 are opinion; under process of finalization;

95.Framing of the Bangladesh Securities and Exchange Commission (Debt
Securities) Rules, 2020. Draft was prepared and already got Commission's
approval and will be published in the newspapers and website for public
opinion;

96.Making of the Bangladesh Securities and Exchange Commission (TREC)
Rules, 2020is in process of finalizing after getting public opinion;

97.Framing a guideline for preparing a list of potential independent directors;
Draft Rules approved in the Commission meeting with few modifications
and will be published in the newspapers and website for public opinion;

98.Amendment of Bangladesh Securities and Exchange Commission
(Alternative Investment) Rules, 2015; Draft Rules approved in the
Commission meeting with few modifications

99.Amendment of the Bangladesh Securities and Exchange Commission
(Qualified Investor Offer (QIO) by Small Capital Companies) Rules,
2018; Draft Rules approved in the Commission meeting with few

modifications

Near future plan of BSEC

100. Strengthening organizational structure, enhancing staff and
strengthening systems of BSEC.;

101. Up-gradation of the securities market infrastructure including ICT
development;

102. Introducing new securities in the market;

103. Making efforts for increasing the number of institutional investors.
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