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Zeal Bangla share trading
suspension extended to October 29


Niaz Mahmud
Published at 10:31 pm October 14th, 2020

Earlier on September 14, the Bangladesh Securities and
Exchange Commission (BSEC) suspended share trading of the
company after the watchdog detected anomalies in the trading
of the companies’ shares
Zeal Bangla Sugar Mills Limited has extended suspension of trading on the
bourse until October 29 later this month.
According to an official disclosure on Dhaka Stock Exchange’s (DSE) website
on Wednesday, the Bangladesh Securities and Exchange Commission (BSEC)
extended the share trading suspension of the state-owned company for
another 15 days, effective from Thursday (October 15.)
Earlier on September 14, the Bangladesh Securities and Exchange
Commission (BSEC) suspended share trading of the company after the
watchdog detected anomalies in the trading of the companies’ shares.
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The stock market regulator issued an order to the Dhaka Stock Exchange
(DSE) to suspend share trading of the company from September 15 for a
month, which was supposed to end on Wednesday (October 14).
Regarding trading suspension of the company, BSEC asked bourses to comply
with Provision 9(7) of the Securities Ordinance, 1969, where it said that the
suspension of a company would be in effect until further order.
Recently, prices of junk and low capital stocks have also kept rising abnormally
at the DSE.
Share prices of the state-owned company rose to Tk200 in August, although
the company declared no dividend for the last ten years.
Analyzing DSE data, this Dhaka Tribune correspondent found prices of quality
stocks such as Grameenphone, British American Tobacco Bangladesh, Square
Pharma, and Brac Bank falling.
On the other hand, share prices of fundamentally weak and low cap company
Zeal Bangla rose significantly.
Share prices of Zeal Bangla closed at Tk213 per share on the last trading day.
Shares of the company trading under Z-category are also known as junk
shares.
The government holds 51% share of Zeal Bangla, while other institutions hold
a stake of 13.93%, and general investors the remaining 35.07% of shares in
the company.
The company was listed on the Dhaka Stock Exchange in 1988. Its paid -up
capital is Tk6 crore.
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Irregularities cost Alliance Securities its
license
The regulator found the company had provided business facilities to its directors and
their family members

The securities regulator on Tuesday cancelled the stock-broker and stock dealer
registration certificate of Alliance Securities and Management Limited on charges
of irregularities.
The Bangladesh Securities and Exchange Commission (BSEC) has asked all
investors and trading right entitlement certificate (Trec) holder companies to settle
their valid claims, if any, against the aforesaid company.
On 21 May, 2019, the commission suspended the licence of the brokerage house.
The regulator found many irregularities in an inquiry at that time. The company
had provided business facilities to its directors and their family members.
They used to withdraw money from their individual beneficiary owners (BO)
accounts and adjust their loans even when they did not have an adequate balance –
in violation of the rules – the inquiry also found.
The company has withdrawn Tk12.97 crore from the investors' consolidated
customers' account illegally and made a fixed deposit scheme, violating the rules.
It did not cooperate with investigators at the time of the enquiry, the BSEC alleged.
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Pankaj Roy, chairman of Alliance Securities and Management Limited, told The
Business Standard that the regulator has taken a good decision to cancel the licence
of the company in the interest of investors.
"Three other directors who hold a 75% stake in the company committed these
irregularities and defrauded investors," he added.
"They had received money from investors but did not submit it into the
consolidated customers' account and they used the funds of the consolidated
customers' account to buy shares for investors. This way, they withdrew money
from that account and defrauded the investors," he continued.
Pankaj Roy claimed that he had informed the BSEC in detail about the
irregularities and applied to the High Court to withdraw his 25% stake from the
company.
"The High Court ruled in favour of me but they [ the other directors] did not
respond to the order," he said.
"I do not know anything about their motives. But I do not want to do business with
them. I want to get back my stake from the company. But they want to defraud me
and investors."
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NRBC applies for IPO with ‘noncompliant’ directors
According to BSEC rules, a director of a company must hold minimum 2% shares for
IPO approval. But, NRB Bank’s two directors hold only 0.23% and 0.45% shares

NRB Commercial Bank is in trouble in getting its IPO (Initial Public Offering)
proposal approved by the stock regulator due to its non-compliant directors in
terms of holding required shares.
The bank has filed its documents with Bangladesh Securities Exchange
Commission (BSEC) mentioning 11 directors. Of them, two directors hold less
than 2% shares.
According to BSEC rules, a director of a company must hold a minimum 2%
shares for IPO approval. However, NRB Bank's two directors Mohammed

34

News Clippings

Manzurul Islam and Dr Nuran Nabi hold only 0.23% and 0.45% shares of the
company, respectively.
The bank wants to raise Tk120 crore from the capital market following the fixed
price method.
The bank will use Tk110 crore of this fund in government securities, Tk6.05 crore
for investing in the secondary market and Tk3.95 crore as IPO expenses.
Meanwhile, a sponsor shareholder has filed a complaint with the BSEC and the
Ministry Of Finance, seeking immediate initiative to prevent IPO approval keeping
these two individuals as directors.
Sources at the BSEC said the bank must comply with the 2% minimum
shareholding rule. The commission will seek explanation in this regard, they
added.
Md Samsul Haque, managing director of Asian Tiger Capital Partners Investments
Limited and also the issue manager of the bank, told The Business Standard, "The
two directors holding less than 2% shares resigned from the bank in its last board
meeting."
Claiming that the bank has already unofficially informed the Dhaka Stock
Exchange about their resignation, he said, "We will formally inform the
commission and the stock exchanges of this very soon."
In his complaint, the sponsor shareholder mentioned, "The bank has 24
shareholders having more than 2% shares who are qualified, experienced and
acceptable in all respects. But the bank is not replacing the two unqualified
directors with shareholders having eligibility to become directors."
The sponsor director said, "According to Bangladesh Bank rules, 17 directors are
to be appointed from among the shareholders and 3 independent directors from
outside.
"But the current chairman wants to run the bank with 11 directors and 1
independent director to maintain his monopoly power and continue the
irregularities. This is genuinely an obstacle to good governance."
He argued, "If good governance does not return to the institution, the bank will
face a great risk at any time."
The Business Standard repeatedly tried to contact the managing director of NRBC
Bank over the phone, but he did not pick up the phone.
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According to an audited report of the year ending on 31 December 2019, the bank's
net profit was Tk115.36 crore.
And in the January-June period of this year, the bank's net profit was Tk36.21
crore. During the period, its net interest income was Tk81.38 crore, investment
income Tk95.42 crore, and total operating income Tk228.42 crore.
The bank's authorised capital was Tk1,000 crore while the paid-up capital was
Tk582.52 crore and the post paid-up capital was Tk702.52 crore.
Asian Tiger Capital Partners Investments Limited and AFC Capital Limited is the
issue manager of the bank.
The bank was launched on 20 February 2013 and started operation on 2 April in
the same year.
The bank has 75 branches, 42 sub-branches, 23 BRTA collection booths, 13 land
registration sub-branches, 229 land registration booths, and 583 agent banking
partners across the country.
The principal activities of the bank are banking and related activities including
accepting customer deposits, lending to retail, small and medium enterprises
(SMEs) and corporate customers, foreign trade business, lease financing, project
financing, inter bank borrowing and lending and dealing in government securities
and equity shares etc.
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BSEC extends Zeal Bangla’s trading
suspension
The suspension order issued by the securities regulator would be effective from 15
October this year

Photo: Collected
The Bangladesh Securities and Exchange Commission (BSEC) has extended the
suspension of share trading of Zeal Bangla Sugar Mills Ltd - a state-owned junk
company - for 15 more days.
The suspension order issued by the securities regulator would be effective from 15
October this year.
Earlier on 14 September, the securities regulator suspended the company's share
trading for 30 days on charges of unusual transactions and increasing of share
prices in the Dhaka Stock Exchange (DSE).
On 31 August 2020, the commission directed the DSE for an inquiry into the
unusual price hike of the company's shares.
BSEC asked DSE to submit the probe report within 20 working days, but DSE
sought another 15 days for submitting the report.
Last July, the company's share price was Tk31.60 each which jumped to Tk213
before suspension of trading on 14 September, increasing by almost seven times in
less than two months.
In the first nine months of the last financial year, the company's loss per share was
Tk44.72 and net asset value per share was negative Tk652.49 as on 31 March
2020.
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The company failed to pay any dividend to its shareholders for the last 29 years.
As a result, the company's loss is getting heavier year after year.
According to its officials, production cost of Zeal Bangla's sugar is higher than the
price of imported sugar. That is why the company is forced to sell its sugar at a
discounted rate to survive in the market.
Earlier this year, Zeal Bangla's auditors apprehended that the company was
unlikely to make any profit and said it needs support from the government to turn
around.
The paid-up capital of the company is only Tk6 crore and it was listed with the
capital market in 1988. The last dividend received by the shareholders from this
company was in 1990.
The government holds 51% stake in the company, institutional investors 17.32%,
and general investors 31.68%.
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Govt now to ease capital repatriation for
foreign investors
The lock-in period for foreign investors in the capital market will also be reduced from
three years to one year, inclusive of the introduction of e-signature to facilitate the
process of share transfers

Bundles of banknotes of US Dollar are pictured at a currency exchange shop in
Ciudad Juarez, Mexico January 15, 2018. Reuters/Jose Luis Gonzalez
Highlights:





Share transfers through e-signature for foreigners
Lock-in period coming down to 1 year from 3 years
Pricing firms to determine share prices
Remitting investments, made from one country, can be transferred to
different countries

After granting facilities to foreign investors to send home profits and dividends
from Bangladesh, the government is now moving to ease the process of remitting
their capital too.
The lock-in period for foreign investors in the capital market is also going to be
reduced from three years to one year, including the introduction of e-signature to
facilitate the process of share transfers for foreigners in non-listed companies.
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In addition, the Bangladesh Bank will ease the transfer and repatriation of the
money earned from sales of shares where foreigners have not invested through the
Non-Resident Investors' Taka Account.
The central bank will also allow foreign investors to send their share dividends
back home or shift them to other countries.
In the case of money repatriation by foreigners, the central bank will have the firms
determine the share prices too.
All these decisions were taken recently at a high-level meeting chaired by the
Prime Minister's Private Industry and Investment Adviser Salman F Rahman.
The meeting was attended by Central Bank Governor Fazle Kabir, Bangladesh
Securities and Exchange Commission (BSEC) Chairman Shibli Rubayat-Ul-Islam
and top executives of other government agencies.
Queried by The Business Standard, Salman F Rahman said that although the
process of remitting dividends and profits from Bangladesh has been simplified,
there are some problems in the repatriation of foreigners' capital. Initiatives are
being taken to ease those issues.
"By 2041, Bangladesh will need foreign direct investment worth $50 billion. In the
changed global context due to coronavirus, foreign investors have shown
considerable interest in investing in Bangladesh. It has been decided to remove the
existing obstacles in order to exploit that opportunity," he added.
According to the existing rules of the Registrar of Joint Stock Companies and
Firms, shareholders in non-listed companies have to appear in person before the
registrar if they want to transfer shares. If the transferee is a foreigner or resides
abroad, he or she has to sign the transfer letter in the presence of a notary of that
country and get the letter attested by the Bangladesh embassy or consulate in that
country.
In many countries, there is no Bangladeshi embassy or consulate. Such a situation
often causes problems for investors in those countries.
To address this issue, necessary amendments will be made to the existing rules to
introduce the process of transferring shares through e-signature by next December,
said Md Mokbul Hossain, registrar at the Office of the Registrar of Joint Stock
Companies and Firms.
Listed companies have to maintain a lock-in period of three years from the date of
their business commencement. It means they cannot sell or transfer shares within
this period.
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For their part, foreign investors think the period is a very long one. As a result,
many among them are losing interest in investing in Bangladesh.
BSEC Chairman Shibli Rubayat-Ul-Islam said the issue of cutting the lock-in
period has been under consideration by the authorities.
He said the high-level meeting decided to reduce the lock-in period to one year and
the decision will be finalised at the commission meeting very soon.
According to the existing Foreign Exchange Regulation, approval of the
Bangladesh Bank is required for repatriation or transfers of more than $100
million.
In some cases, the valuation of shares by merchant banks is not acceptable to the
Bangladesh Bank. As a result, it takes a long time and creates complications in
sending money from share sales, causing concern among foreign investors.
To solve this problem, the central bank will form a pool of firms, instead of
merchant banks or authorised dealer banks, to determine the prices of shares of
foreign investors.
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