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Dhaka Tribune 
25 November 2020 

 

No shimmer left in Ring Shine Textiles 

Niaz Mahmud  

November 25th, 2020  

 

Company extended closure of its factory for the third time 

Ring Shine Textiles on Monday announced the closure of its factory for one more month 

until December 24 for want of orders, in yet another spot of bad news for its retail investors. 

Earlier on September 27, the company had announced that its textile manufacturing plant in 

Savar’s Dhaka Export Processing Zone would be on recess until October 25, which was later 

extended by a month to November 25. 

The move comes in the face of shrinking orders from foreign buyers and a shortage of 

imported raw materials for the global coronavirus pandemic, Ashraf Ali, company secretary 

of Ring Shine Textile, told Dhaka Tribune. 

The decision was taken in line with section-11 of the Bangladesh EPZ Labour Law, 2019, he 

added. 

A factory layoff within a year of listing, when all the other listed textile manufacturers are 

running their plants in full steam, is a bad omen, a handful of stock brokerage houses told 

Dhaka Tribune requesting not to go on record for the report. 

https://www.dhakatribune.com/author/Niaz%20Mahmud
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This isn’t the only spot of mystery surrounding the company: on November 15 the company 

announced the postponement of the board meeting to review the financial statement for the 

first quarter for its 2020-21 financial year for no specific reason. A new date was not 

announced either. 

To add to the concern of its retail investors is the disclosure in its 2019-20 financial year 

report that the company has a negative cash flow per share. 

Cash flow per share is calculated as a ratio, indicating the amount of cash a business 

generates based on a company’s net income with the costs of depreciation and amortisation 

added back.  

Since the expenses related to depreciation and amortisation are not actually cash expenses, 

adding them back keeps the company’s cash flow numbers from being artificially deflated. 

Because cash flow per share represents the net cash a company produces, some financial 

analysts view it as a more accurate measurement of a company's financial health. 

Ring Shine Textiles posted a negative net operating cash flow per share of Tk 0.76 for the 

2019-20 financial year that wrapped up on June 30, in contrast to Tk 1.83 a year earlier. 

The company logged in a profit of about Tk 14.5 crore for the year that ended on June 30, 

down 70.5 per cent year-on-year. 

Its retail investors have been hit by one bad news after another ever since the company got 

listed in December last year. 

A month later, rumours surfaced that Ring Shine Textile’s foreign staff, including its 

directors, were abandoning their posts and leaving the country for good. The exit en masse 

had been prompted by either loan defaults or an anonymous death threat issued to the 

managing director. 

This precipitated the slide of the stock, which made its debut just at Tk 15, and at one point 

went below its face value of Tk 10. 

Then later in January, the securities regulator asked the Bangladesh Bank to freeze the initial 

public offering (IPO) account of the textile maker citing irregular cash disbursement. 

The company had raised Tk 150 crore from the public for purchasing machinery and 

repayment of bank loans and instantly withdrew Tk 50 crore from the account to pay off 

loans taken from different banks before the public share issuance. 

Then in February, a key sponsor offloaded holding: Universe Knitting Garments, whose 

owner Sung Wey Min is the sponsor and MD of Ring Shine Textile, sold 36.9 lakh shares. 

This only led to an increase in the supply of Rung Shine shares in the market, forcing the 

stock price to plummet even more. 

According to market analysts, when a company's sponsor sells his or her shares just after 

being listed, it gives a bad signal to general shareholders. 
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A sponsor can sell his or her shares as they wish but when they do so under a stock's face 

value, then it raises questions about the company's potential, they added. 

When Universe Knitting offloaded the Ring Shine shares, the stock price was languishing at 

around Tk 8, which is less than the face value. 

Shares of Ring Shine closed at Tk 6.4 yesterday, which is the same as the previous day. 

As per its 2019-20 annual report, the company has failed to utilise the IPO funds for the main 

reason that it got the amount for: for the acquisition of machinery and equipment. 

It has so far spent Tk 53.5 crore: Tk 50 crore to pay off the bank loans and Tk 3.5 crore for 

IPO expenses. 

The company has announced a 1 per cent cash and 1 per cent stock dividend for the 2019-20 

financial year. 

Ring Shine’s issue managers, AFC Capital and CAPM Advisory, declined to comment for 

the report. 
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Dhaka Tribune 
25 November 2020 

Unilever’s purchase of GSK has come 

under BSEC's scanner 

Niaz Mahmud  

The transaction, which pertained to the acquisition of GSK’s health food and oral healthcare 

business, was the biggest in one go on Dhaka bourse 

Unilever’s acquisition of listed GlaxoSmithKline Bangladesh’s 82 per cent stake has now run 

into a spot of trouble with the Bangladesh Securities and Exchange Commission, five months 

after the completion of the transaction. 

The transaction pertained to the acquisition of GSK’s health food and oral healthcare 

business and it did not involve the British company’s pharmaceuticals business. 

“It is believed that a significant part of its net identifiable assets was related to the production 

and distribution of pharmaceutical product,” read the two-page letter from the securities 

regulator to the chairman and managing director of GSK dated November 11. 

The purported change in ownership was allegedly related to a significant discontinuance of a 

significant business segment, i.e. the pharmaceutical business of GSK Bangladesh.  

“It appears to the commission that the company failed to make “adequate and timely 

disclosure” about the business acquisition, the discontinuance of the core business segment, 

and the resultant profitability and cash flow implications of the company in the long-term,” 

the letter read. 

Discontinuance of the business segment is expected to cause significant loss in the fair value 

of the asset constituting the discontinued operation, which GSK failed to articulate properly, 

said the Bangladesh Securities and Exchange Commission. 

For instance, the annual report for the 2018 financial year reported that GSK’s property, plant 

and equipment declined from Tk 69.4 crore in 2017 to Tk 11.4 crore in 2018.  

“This raises an important question on the nature of the productive capacity of the company 

after the ownership change. The annual report didn't make adequate disclosure of its rapidly 

changing business model and related portfolios of brands and products. This is considered 

misleading.” 

Minority shareholders have 18 per cent stakes in GSK Bangladesh. 

After the ownership change, many intangible assets such as brand name, trademarks and 

others may also discontinue.  

https://www.dhakatribune.com/author/Niaz%20Mahmud
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If so, this would significantly influence long-term cash flows of the enterprise and thus the 

interest of the minority shareholders. 

“We find no timely disclosures on these critical considerations in the annual reports or other 

management communications to shareholders.” 

Unilever bought each share of GSK at Tk 2,046.3 and the total value of the transaction stood 

at Tk 2,020.8 crore, making it the largest transaction by a single company on the Dhaka 

bourse. 

The BSEC also raised issues about GSK Bangladesh’s name change to Unilever Consumer 

Care in July. 

The company disclosed nothing about the underlying intangibles of GSK Bangladesh, it said. 

“What would happen to critical brand names that have prevailed for decades in the country? 

How would the new products, if any, be different under the Unilever Consumer Care? What 

would be their cash flow implications for shareholders of Unilever Consumer Care Limited?” 

The transaction involved Setfirst and Unilever Overseas Holdings, two entities incorporated 

outside of Bangladesh. 

“The sale essentially involved cross-border capital flow. What is the tax implication of this 

transaction? How was it reported to related regulatory bodies including the National Board of 

Revenue (NBR) and Bangladesh Financial Intelligence Unit (BFIU)?” 

The commission received no disclosure to this end, according to the letter. 

Subsequently, the BSEC sought an explanation from the company for the five queries within 

30 days. 

Contacted, Unilever skirted around the issues brought up by the BSEC. 

“Unilever will focus to build a profitable and sustainable nutrition business in Bangladesh 

and support the government’s national agenda to combat malnutrition in all its forms,” it said 

in a statement to Dhaka Tribune. 
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The Business Standard 
25 November 2020 

 

BSEC rejects IFIC Bank’s right share offer 

The securities regulator announced its decision in a letter received on Monday  

The Bangladesh Securities and Exchange Commission (BSEC) has cancelled the right share 

offer of IFIC Bank Ltd because the bank failed to appoint an underwriter for subscribing the 

shares. 

The securities regulator announced its decision by sending a letter to the bank on Monday. 

The Business Standard tried to reach the bank's Company Secretary Md Mokammel Hoque 

over the phone but he did not receive the calls. 

Companies issue right shares to raise capital from existing shareholders and underwriters 

provide valuable service to these companies in launching shares to the public. 

Underwriter companies, such as merchant banks, give guarantees to buy the shares of the 

issuer company that intends to raise capital through a public offering. The underwriter then 

gets commission against this guarantee. 

However, if general investors do not buy all the shares of the issuer company, the underwriter 

buys the remaining portion. 

In July this year, IFIC Bank revised the ratio of right shares to 1R:5 – one right share for 

every five shares held – at a face value of Tk10 each instead of the earlier recommended 1R:4 

– one right share for every four shares. 

The bank's shareholders approved the right share offer at its extraordinary general meeting. 

IFIC Bank Ltd – which debuted on the Dhaka Stock Exchange (DSE) in 1986 – has paid-up 

capital of Tk1,619 crore. It has secured a reserve and surplus of Tk1,034 crore. 

As a part of continuous capitalisation to support its growing balance sheet, the bank issued a 

one-against-one right share in 2017. 

In the first three quarters of this year, the bank posted net profit of Tk122.31 crore and 

earnings per share of Tk0.76, which was 43% lower than the same period of the previous 

year. 

In that period, net interest income decreased by 55% to Tk205.95 crore. 

The bank paid a 10% stock dividend to its shareholders for the year 2019. 

At the DSE on Tuesday, IFIC Bank shares closed at Tk10.50 per share. 
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IFIC was set up in 1976 as a joint venture financer between the government and private 

sector entrepreneurs, with an objective to work as a finance company within the country as 

well as set up joint venture banks and financial institutions abroad. 

In 1983, as the government allowed banks in the private sector, IFIC was converted into a 

full-fledged commercial bank. The government now holds 32.75% of IFIC Bank's shares. 

The directors and sponsors own 4.11% of the bank's shares and the remainder are held by 

general investors. 
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The Business Standard 
25 November 2020 

Its ACI’s turn to explain Tk1,831cr 

intercompany loans 

Alongside the justifications of own lending, BSEC also asked the listed conglomerate to 
submit the breakdown of its interest income and expenditure within 7 days  
 

 

The Bangladesh Securities and Exchange (BSEC), as part of its ongoing drive against 

unlawful intercompany lending to subsidiaries, associates and sister companies, has asked the 

ACI Ltd to explain why it lent over Tk1,831 crore to its subsidiaries violating regulations. 

Alongside the justifications of own lending, the listed conglomerate has been asked to also 

submit the breakdown of its interest income and expenditure within seven days. 

ACI's total intercompany lending figure is the highest so far among those made by the listed 

companies, as the BSEC already found over 50 entities that violated a 2006 rule while 

lending to private entities controlled by their sponsor-directors. 

Over a hundred of more than 320 listed companies are yet to report their balances of 

intercompany loans, BSEC officials told The Business Standard. 

The regulator, in its recent letter to the ACI Ltd, said the company's outstanding loans and 

advances to its subsidiary companies was Tk1,831.89 crore at the end of last March, despite 

the fact that the company's own paid-up capital is only Tk57.37 crore. 

The facts are contrary to the commission's 10 September 2006 notification meant to put a bar 

on listed companies' lending to private ones that benefit insiders at the expense of public 

shareholders. 
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"In no cases the total loan amount shall exceed 50% of the paid up value of shares held by 

such (common) directors in his own name," BSEC mentioned from the said notification. 

Considering this, such a huge intercompany lending by ACI Ltd to more than a dozen 

subsidiaries is a violation of regulations, and some investors have been continually writing to 

the BSEC for the last 3 years in this regard. 

"We are hopeful that we would be able to explain to the commission our business model, 

corporate structure and practices, the spirit of our intercompany lending and how it is helping 

to increase shareholders' value," said ACI Executive Director and the Chief Financial Officer 

Pradip Kar Chowdhury. 

He was "yet to see the BSEC letter" until Tuesday evening. 

At least 80% of the subsidiary companies' total shares are held by the listed company, and 

lending to the subsidiaries makes sense, especially these are significantly contributing to the 

consolidated sales and profit growth, believes the ACI CFO. 

ACI has grown to a Tk10,000 crore turnover company from Tk500 crore one a decade ago. 

It is easier for the listed parent company to borrow from banks than the growth-hungry 

subsidiaries themselves try to avail. 

The listed company is charging subsidiaries almost the same rate which it pays banks against 

its own loans, and the parent company earned over Tk165 crore in the last fiscal year as 

interest against loans to subsidiaries, according to Chowdhury. 

He said, "If we talk about spirit, ACI itself utilising its total funds and handing those over to 

the subsidiaries that are maintaining separate accounts under different management teams for 

the sake of a modern corporate structure are almost the same." 

The company's low capital high debt model of business expansion has been drawing an 

adverse analyst opinion over the last five-six years as consolidated interest expense heavily 

bites on profits often. 

The giant company's extraordinary growth in terms of business areas, product portfolio, and 

turnover came at the expense of seven consecutive quarterly losses until the end of last June. 

However, market leadership, ownership of strong brands in dozens of areas, and many of the 

expanding business units emerging to breakeven or profits helped the company to comeback 

to net profit in the July-September quarter. 

 

 

 

 


