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From the Chamber of Md. Z aul 

Hasan Barrister-at-Law LL, B University of London 
(Hons,), LL.B, University of 

Dhaka 

BHZ/HA/075/2013/352 

07 March 2013

Mr. Reaz Islam 

Chief Executive Officer 

LR Global Bangladesh Asset Management Company Ltd. 

Concord IK Tower (4th Floor) 

Plot 2, Block CEN (A) 

Gulshan 2, Dhaka 1212 

HASAN «ASSOCIATES 
BARRlSTERS. ADPae'ATES AND LAW CONSULTANTS 

Subject: private equity by managed by Bangladesh 

Management Company (LRG). 

Dear Sir, 

Thank you for your letter dated 04.03.2013 wherein you have sought our revised legal opinion regarding

investment in private companies (broadly defined as 'private equity') by your mutual funds namely (i) DBH 

First Mutual Fund, (ii) AIBL 1st Islamic Mutual Fund, (iii) Green Delta Mutual Fund, (iv) MBL 1st Mutual Fund, 

(v) NCCBL Mutual Fund - 1, and (vi) LR Global Bangladesh Mutual Fund One. 

We acknowledge the receipt of the relevant trust deeds, investment management agreements, 

custodian agreements and prospectuses relating to the mutual funds. We find that all the relevant 

aspects (discussed below) relating to the trust deeds, investment management agreements, custodian 

agreements, and prospectuses are identical except the investment objective contained in the 

prospectus of AIBL 1st Islamic Mutual Fund. Therefore, for the sake of convenience and to avoid 

repetition, this legal opinion shall apply to all mutual funds unless otherwise provided within the legal 

opinion. 

To address the issue of investments in private companies by the mutual funds, the entire scope of 

investment of a particular mutual fund must be taken into consideration. There are two aspects which 

dictate the scope of investment of a mutual fund, one being the stated investment objectives of a 

mutual fund contained in its prospectuses as approved by the Bangladesh Securities and Exchange 

Commission (BSEC) and the other being applicable investment restrictions. The Securities and Exchange 

Commission (Mutual Fund) Rules 2001 ( MF Rules) including amendments therein, broadly stipulate 

objectives which a mutual fund should have and also contains an exhaustive list of restrictions under 

which a mutual fund shall operate. In addition, to the MF Rules, the BSEC vets and approves all core 

documents (namely trust deed, investment management agreement, custodian agreement and 
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From the Chamber of Md. Ziaul Hasan 
Barrister-at-Law 

LL. B (Hons.), University of London 
LL.B, University of Dhaka 

HASAN P\"ASSOC]ATES 
BARRISTERS. ADWaJ2'ATES AND LAW CONSULTANTS 

S. Mutual fund shall not invest more than 2S% of its total assets in the shares, debentures or other 

securities of any single industry. However, this restriction shall not apply to mutual funds which 

are established with the purpose of investment in particular industries provided clear 

declaration of such focused investment is incorporated in the approved prospectus. 

6. Mutual funds shall be able to transfer its investment in securities from one scheme to another.

However, such transfer shall be accepted provided the transaction in listed securities is 

conducted at current market price in the spot market and the stated objectives of the scheme 

do not conflict with the securities that are transferred. 

7. Mutual fund schemes under the common management of an asset manager shall not invest or

provide loan to each other.

8. Mutual fund shall not be permitted to take loan for the purpose of investment. 

Considering the above MF Rules relating to investment objective and investment restrictions, there 

appears to be no bar for the mutual funds to invest in private companies (i.e. private equity). Investment 

restrictions under the Sth Schedule as stated above, has clear reference to investment in companies 

which provides a limit but does not bar investments in companies. Company is defined under section 2 

(d) of the Companies Act 1994 and includes both public companies as defined under section 2 (j) and 

private companies as defined under section 2 (k) of the Companies Act 1994. 

So there is no legal impediment on the part of an asset manager to invest in a company, either private 

or public, in the form of purchasing shares and becoming a shareholder thereof, provided the asset 

manager strictly complies with the investment restrictions as mentioned in the Sth Schedule of the MF

Rules. 

Trust Deed: 

The trust deed is one of the core documents for a mutual fund and functions as a guiding document for 

the investment management agreement and the prospectus and is carefully vetted and approved by the 

BSEC. The trust deed contains certain parameters relating to investment which must be maintained and 

followed by the asset manager notwithstanding the asset manager's authority to take investment 

decisions for a mutual fund. 

We would like to draw your particular attention to clause 3.2.12 of the trust deed which states that all 

money collected under the mutual fund except the portion of fixed income securities or hedging 
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CHAMBER 

B-9, House-27, Road No-44, 
Gulshan-2, Dhaka-1212 

Page I 3 

Tel: +88 02 9892269 Fax: 88 02 9892269 
E-mail: hagulshan12@gmail.com 



From the Chamber of Md. Ziaul Hasan 
Barrister-aI-Law 

LL.B (Hons.)! University of London 
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BARRISTERS. ADWQe'ATES AND LAW CONSULTANTS 

instruments, if any, shall be invested only in en-cashable and or transferable instruments, securities 

whether in money market or capital market or privately placed pre-IPQ equity, preference shares, 

debentures or securitized debts. Furthermore, clause 3.2.19 of the trust deed refers to non-listed 

investments, and it states that the asset manager and the trustee shall at least annually review the non­

listed investments, if any, and the trustee shall at least annually review the value of such investments. 

The auditors shall comment on such investments in the annual report of the mutual fund. All unlisted 

securities in Private Companies (Le. Private Equity) shall fall under this category. 

Upon analysis of the above mentioned clauses 3.2.12 and 3.2.19 of the trust deed, we are of the opinion 

that the asset manager has the discretion to invest in private companies (Le. private equity) provided 

the securities invested in are en-cashable and/or transferable and the acknowledgment of such a 

possibility of investment in private companies (Le. private equity) is made under clause 3.2.19 by 

imposing a compulsory annual review of the value of such investments in non-listed securities (includes 

securities of private companies) by the asset manager and the trustee in addition to such investment 

being commented by the auditor in the annual report. 

Prospectus: 

The prospectus is the main public document that is vetted and individually approved by the BSEC and 

contains the particular information relating to a specific mutual fund. All prospectuses are drafted under 

the general guidelines provided in the MF Rules but may contain very different investment objectives 

and additional investment restrictions. The prospectuses contain specific details of the investment 

objectives and investment restrictions relating to the particular mutual fund which is then further vetted 

and approved by the BSEC. 

To further clarify our point, we would like to draw your attention to clause 3.1 of the prospectuses of 

DBH First Mutual Fund and AIBl 1st Islamic Mutual Fund containing the investment objectives, which is 

stated as follows: 

Clause 3.1 of DBH First Mutual Fund 

liThe objective of DBH First Mutual Fund is to earn superior risk adjusted return by maintaining a 

diversified investment portfolio and provide attractive dividend payments to the unit holders./I 
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Clause 3.1 of AIBL 1st Islamic Mutual Fund 

HASAN <X ASSOCIATES
BARRlSTERS. ADWa¢ATES AND LAW CONSULTANTS 

liThe objective of AIBL 1st Islamic Mutual Fund is to earn superior risk adjusted return by maintaining a 

diversified investment portfolio and provide attractive dividend payments to the unit holders. The Fund 

may also invest in other Shariah Compliant Instruments as and when they are available for investment 

including but not limited to Term Certificates, Modaraba Certificates, Musharika, Term Finance 

Certificates and all other asset backed securities and in other instruments that may be allowed by the 

rules with consultation with the Trustee and the Fund's Shariah Advisors from time to time. The Trust 

may appoint one or more Shahriah Advisors as and when needed based upon the requirement of the 

fund. 

Although no universal consensus exists among contemporary Shariah scholars on the prohibition of 

companies, most Shariah boards have advised against investment in companies involved in the activities 

of conventional Banks, Insurance and Leasing Companies, Alcohol, Pork related products, Tobacco, 

Weapons and Defense, and Casinos/Gambling, Pornography, etc. As such AIBL 1st Islamic Mutual Fud 

shall not invest in such companies." 

It is evident considering the above that the investment objective of mutual funds may be very different 

and unique although all mutual funds' investment objectives are broadly under the Rule 55 of the MF 

Rules. 

Furthermore, in addition to the investment restrictions as stipulated in the MF Rules 56 and the 5th

Schedule, particular investment restrictions are also stated in the prospectuses under clause 3.3. 

Amongst the various investment restrictions stated in the prospectuses, we would like to draw your 

attention to clause 3.3 4), which states that all money collected under the Fund except for the part of 

fixed income and hedging instruments shall be invested only in en-cashable and/or transferable 

instruments, securities whether in money market or capital market or privately placed pre-IPO equity, 

preference shares, and debentures or security debts. 

Upon analysis of clause 3.3 4) of the prospectuses, we are of the opinion that the asset manager has the 

discretion to invest in securities in private companies (i.e. private eqUity) provided the securities 

invested in are en-cashable and/or transferable and in the event of such investments there has to be a 

compulsory annual review of the value of such investments in non-listed securities (includes securities of 

private companies) by the asset manager and the trustee in addition to such investment being 

commented by the auditor in the annual reports of the mutual fund as per clause 3.4 3) of the 

prospectuses. 
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Barrister-at-Law 
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Conclusion: 

HASAN p;-ASSOCIATES 
BARRlSTERS. ADPo.eATES AND LAW CONSULTANTS 

We have conducted an analysis and scrutiny of the MF Rules and mutual fund documents, particularly 

the trust deeds and prospectuses, and upon considering all the above aspects relating to MF Rules, 

investment objectives and investment restrictions, it appears that investment in private companies (i.e. 

private equity) should be eligible by all the mutual funds including the AIBL 1st Islamic Mutual Fund. 

Nonetheless, in the event investment in private companies is made by the mutual funds, the asset 

manager must take care to ensure that the securities acquired through such investment are en-cashable 

and transferable. Please note that special care has to be taken when it comes to investment in private 

companies by AIBL 1st Islamic Mutual Fund since the mutual fund's objective is to make investments 

which are acceptable under the Shariah. 

Additionally, the asset manager should ensure that annual review of such investments in private 

companies (i.e. private equity) are conducted on a regular basis and further disclosed and commented 

on by the auditor in the annual reports as prescribed by the other applicable rules. 

Please do not hesitate to contact us if you have any further queries. 

Yours sincerely, 

~ 
Md. Ziaul Hasan 

(Barrister-at -Law) 

Hasan & Associates 
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House 29, Road 9/A, Dhanmoncii , Dhakzi 1::- .Bhuiyan Islam & Zaidi 
Tel: +880-2-8117012, 9119420, Fax: +880-2-8: (): 

Ad7tes and Barristers 	 Email: enquiry@bhuiyanislamzaiLii.c"El 
Web: www.bhuiyanislamzaidi.com 

Head of Chambers 

Habibul Islam Bhuiyan, Senior Advocate 
Former: High Court Judge, Law Minister, Ambassador and President of Supreme Court Bar Association 

Partners 

Ariful Islam, Barrister-at-Law 


Mehvish Zaidi, Barrister-at-Law 


Associates 

Md. Mohaddesh-UI-Islam, Advocate Md. Mijanur Rahman, Advocate Nusrat Jahan, Advocate 
Taslim Akther, Advocate 	 Rasheda Rahman, Barrister-at-Law Farzana-A-Mahbub, Advocate 
Debasish Chakraborty, Advocate Ziaul Haque, Barrister-at-Law Farhana Yeasmin, Advocate 

1~1/ . 1)()(, : 1 4 

Date: ;\ llgll st 16. 2012 

Chief Executive Officer 
1 I~ (ilobal ILlIlgladesh Asset Management Company Ltd . 
( '(lllc(ll'd II< T()\\cr (4th Floor) 
PI\lt" . f310ck (TN (/\) 
( illisilan 2. Dhab 12 12 

Rc: 	 I,egal Opinion on investment in private equity by Mutual Funds managed by LR 
GJohal Bangladesh Asset Management Company Limited. ("LRGB"). 

lk:lr Sir. 

J)I~ilsc rci'CI' In your instructions of 13 .08.2012. You have sought our opinion as to the legality or 
i/1\..::stlllent in private companies (i .e. private equity) by a number of mutual funds managed h) 
I,RCiB. namel y (i) DRH First MutuaJ Fund, (ii) AlBL 1st Islamic Mutual Fund, (iii) Green Delta 
\111I11al hllld. (iv) MBT , lSI Mutual Fund, (v) NCCBL Mutual Fund - 1. and (vi) LR Global 
l~di1glad..::sh Mutual Fund One. 

'v\\ ..' han: e:'\arnineu the trust deeds. investment management agreements. custodian agreements 
,1Ild prnspectuses relating tn the mutual funds. The relevant aspects of the trust deeds. investment 
il1:lIl:lc~l'I11(,l1t agrc"::l11ents. custodian agreements . and prospectuses arc broadly similar. Therefor..::. 
li ll til..:: sakc oJ ' convenience. a rd"ercnee to mutual funds in this opinion may be deemed to he a 
I"ckr..::nce to all mutllal funds unless otherwise specified. 

111L' legislation 'governing the investment by mutual fund s is the Securities and Exchange 
C(111l1l1i ss ion (Mutual Fund) Rules, 200 I ("the Rules") . Under the Rules, two major factors 
d"::knninc the scope of investment by a mutual fund (i) the stated investment objectives of a 
I1llltll,li fllnd contained in its prospectuses as approved by the Securities and Exchange 
('oIl111lissi(l1l ("the Commission'") and (ii) the investment restrictions. As such the legality of the 
IIl\l:stll1ent h) mutll~1 funds in private equity is required to he determined in light of the Rules as 
\\ L·II as the n:k\Llllt Trust Deeds and Prospectuses. Our opinion on the issue raised is as follow s: ­

"""t 
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islam & Zaidi 
~::) and Barristers 

I. 	 Imcstmcnt Objcctives under the Rules: 

.1 l<uk' 5:') or the Rules the investment objectives of a mutual fund. It states 
invested secuntles with the 

under initial public (lPO), all instruments 
by the Commission. The further that 

invested the capital market, which 50% should be 

I. ') 	 Ruk 55 allows investment by one a mutual fund another 01 

sam,,' mutllnl fund 7 days written notice specifying the amount and time is 
pnl\ to the ('ommission and relevant cxc the asset manager. 

2. Invcstment Restrictions under the Rules 

~.l The 5111 read with Rule of the 	 restrictions on investments. 
It slates that the asset prior to taking investment The 5th Schedule specifics the 
fullowing restrictions: 

I. ullIal fund I not provide term loan or for any rcason. 

a mutual shall more than 10% its total 
assets in one palticular 

II. 	 No 

['und shall not invest in more than 15% a company's total paid upIII. 

1\ . 	 Mutual fund not invest more than 111 or 
seelll'l company or group. 

v. 

investment IS incorporated approved prospectus. 

\ I 	 Mutual funds shall bc its investment in securities from one 
scheme to another. I fowevcr. such transfer be accepted provided the 
transaction in listcd is conducted at current market price in the spol 
market and the stated objectives of do not conflict with 

that arc transferred. 

\'11. Mutual schemes under the common management an asset manager 
I not invest or provide loan to each other. tJ::r 

funds undcr a scheme or a mutual fund may 
secuntlCS 

PO placements as 
the funds should 

Mutual fund not 
debentures or othcr securities single 
shall not apply to mutual funds which arc 
investment in particular industries provided clear 

total assets in the 
However, this restriction 

with the purpose of 
of foclised 
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_s Barristers 

\ Ill. Mutual fund I not permitted to take loan purpose of 

In \il'\\ 01' the Ru rclnti to investment objective and investment restrictions, there 
tn he no har the mutual to invest in private companies private equity). 

n:SlricliOIlS under the Schedule does not bar Company is defined 
2(0) of companies as defined 
2 (j) the Companies 

is no legal impediment on 
asset 

In a company. 
or public. the the investment 

restrictions specified in the 5th Schcdule of the Rules. 

, Trust Deed 

,). I The trust is one the important documcnts in 
is exam ined approved by 

relating tn investment is required to asset manager. 

') Ciallse .1 12 of the trust deed statcs that all collected under the mutual fund except 
llll' pnnion or fixed incomc securities or hedging instmmcnts. if any, shall be invested only in en­

. 

and or transferable instruments, whether in moncy market or capital market or 
placed pre-IPO equity. debentures or debts. Furthermore . 

1.2.19 of trust and trustee shall ly 
isted investments. annually rev the value of such 

\11\ cSlmenlS. Aud arc required to comment on in the annual of 
mutual fund. All non-listed securities in private companies (i.e. equity) fall under tillS 

3 It is ollr opinion.. in view of clauses 3 12 and 3.2. J 9 of the trust deed, the asset 
llunagcr the discretion to invest in private equity. the invested in should 

en-cashable and/or transferable. The possibility of investmcnt in private equity is 
,lck annual review of 

(including of 
I11cll1ugcr and the trustee in addition to the auditor in 

LInder 3.2.19 value of 
im l,'S\I11Cnts in non-I' companies) by the asset 

-I. Prospectus: 

-+ 1 prospectus is the public document (approved by Commission) that contains all 
thL relc\ant imcst11lcnt information to each mutual fund Prospectuses are in 

Rules but may contain investment and additionalwith the 

cL:\ In addition to tbe invcstmcnt In further arc also 
prmidcd in thc prospectuses under clause 3.3. the various restrictions in the 
prospectuses. clause 3.:\ 4. states that all funds lected undcr the mutual fund (excluding the 
Ii income and hedgi instruments) shall invested only in en-cashable and/or transferabl~ 

fund. This 
The trust 
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instruments. securities \vhether in market or capital market or privately placed pre-IPO 
and debentures or debts. 

Upon of 3.3 4 the it is apparent that the asset 
manaOlcr h~IS the discretion to invest in private equity provided the securities are en-cashable 
and lranslcrablc and in the event there is a compulsory annual review value of such 
im cslmcnls in such by the asset and the trustee in addition to the auditor in 
the annual reports of the mutual fund as per 3.4 3 of the prospectuses. 

5. Conclusion: 

5.1 That upon examination of and the Prospectuses, it is our 
opinion that im estl11cnt by mutual fund in private (i.e. equity) is not barred. 
f l\l\\c\cr. thc usset manager should take care to ensure that the securities acquired through such 
ill\cslmcnl arc en-cashable and transferable. Further, the asset manager should ensure that annual 
1'1..'\lew or imestmcnts in private companies (i.e. private equity) is conducted on a regular basis 
and the investments arc examined oy the auditor annual reports. 

I 'sisallwcha\eto at However. jf you any further queries not 
to con tau LIS. 

sincerely. 

~ 
(llahibul Islam Bhuiyan) 
Senior t\chocatc 
Fur: Rhuiyan Islam & Zaidi 
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Sheikh &Chowdhury 
Bar ri s t e r s A d voca t es 

OR .07. 014 

'h ief Executive nicer ( E ) 

LR lobn l 

Bangladcsh Asset Management 'ompany LLd. 

I- I< Tower (41h \:Ioor), Plot -2, 

Block - 'EN (!\), ' ul "han-2 

Dhaka-2 12, 13angladesh. 


Sub: Opin ion reganling interprdation of investment ob jcctive and investmcnt 

I-cst.-ictions as statcd in Security and Exchange Commission Rules 20U I and 

investment bv mutual funds in private limited companies. 

Dea r Si r, 

As rcr your oral instruct ion \-ve have pcrw;cd the documents sent to us and our 

opinion regmding the same is as follows: 

Inh.... lwetatiol1 of investment objectivc 

Rul e 5 (I) or the eC LIrity Exchange an I Commiss ion (Mulual Fund) Rule' 200 I 

sla les lhal ­

in accordance wilh Sub Rule (2), Ih , money collecled lInd -r any s -/P /11 ' (~ta mull/ul 

jime! shall he inv 'sled only in Sewrilies lislcd in Stock "-,xc/IOn);'. Iniliol PI/hlic 

(~jleril7g ( IPO) ond Il'CIl1s j'eruhie S 'curilies in Ih e l1!oney lI1arkel. 

Sl/I~i ' 'I 10 Ihe oppl'Ovol Ihol Clny Iniliol I)uh/ic (~Jf'ering perll7illed by Ih e CO!llll1ission 

issued pre IPO in Company Security placemenl sholl be inc/llded. 

Rule 55 (2) o f' the ecurilY Exchange and Commiss ion (Mutual Fund) Rules 200 \ 

states tbat-

Hanglar Bani Bhaban (2nd Floor), 81 , Motijhecl C/ A, Dhaka-I 000, l3angladesh 

Phonl . 95':;7548. 9561064, Fax: 880-2-9562885, E-mail : shcikhnchowdhury(tl snciaw.org, sheikhJ1chowdhury~ogmail.com, Website: www.sncluw.org 
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Barr i s t ers Advoc ate s 

75% (~f' Ih ' ol1lounl menlioned in , IIh Rule (I) shal! he invesled in ,\'ecllrilies Markel 

0111 	 oj" which ClI l east Illi/( o( Ille (1I1101ml sholl he inv'sled in Ihe Iisled Se 'lIrilies oj" 

,,,'Iock l :,xc/wl1ge. 

Ilowever , (l inv 'slm '17/ is 10 he lI1ade in uny scheme oj'lhol 17711ll1ol ./imd Ih ' 11 II lrill ' n 

nolice (~l 01 leosl 7 days ore 10 be given 10 Ihe COl17mission Clnd r el 'vonl Slock 

I~~'(ch{fnge slaling 117 , 0 117011111 oj'thl! in veslmenl Clnd lillie ol in ve.l'll17cnl. 

J. 	 l3esides the aforesaid objectives other obj ecti ves arc important to achieve the 

purpose of inves ting mutual fund , such as: 

I. 	 Mutual funds ancl securities investments are subject to market risks ancl 

there can be no a"suranee or guarantee that the I'u nd 's objectives will be 

achieved. As \-vith any investment in securitie ', the Net Asset Value of 

the Fund may go up or down depending on the va rious fac tor and forces 

aff'eeting the capital markets. 

II. 	 The Bangladesh capital market is highly volatile and mutual fund prices 

and prices of securities can fluctuate signifi ca ntl y. The Fund may lo"c its 

value or incur a sizabl e loss on it · investments due to such market 

vo latility. Stock marke t trends indica te that prices of' majo rity o r all the 

li sted secu riti es move in un prt.:d ictab le direction whi ch may arfcct tht.: 

va lue o r the r und. Furthermorc, tht.:re is no guaran tce that the market 

prices of' the units or thc fund will full y refl ec t their underl ying Net 

A.-set Val ues. 

III. 	 Dut.: to a limited number of' li sted securiti es in both the D. E and 'SE, it 

may b' difficult to inve 't the Fund ' s asse ts in a widely diversifi ed 

portfolio as and when req uired to do so. Due to a very thi n ~ eeondary 

lixecl income/debt market in Bangladesh, it would be diffi cult ror the 

Fund Manager to swap between asset classes, if and when required. 



Sheikh & Chowdhury 
Barri s t e r s Advocate s 

Limited options 111 thl: money market instru ments will narrow the 

()pportuni ty o r short term )I' temporary investments 0 1" the Fund whi ch 

may adve rsely impact the returns. 

IV. Dc 'pite care ful invc ··tment se lecti on of companies in the Fund, il" the 

com panies f'::! il to provide the ex pec ted di vidend or rai l to disburse the 

dividends declared in a timely manner, thi . \vill impact the income 01" the 

Fund and the overall return o r the fo und. 

v. 	 For investing in Pre-Public Offer Place ment securities I.e. 111 unli sted 

equity Securiti es by the r und , may involvL: liquidity risk. In addition, 

market condi tion. and inve ·tment all oca ti on may have an impac t on the 

ab ility to se ll securiti es during periods of market vo latility. Debt 

securi ties, whil e somewhat k ss liquid, lack a well -developed secondary 

market, which may restri ct the nelling ability of the Fund and may lead 

to the Fund incurring losses till the security is fin all y so ld. While 

securiti es that are li sted on the stock exchange ca rry lower liquidity ri sk, 

the ab ility to se ll these investments is limited by the overall trading 

vo lume n the stock exchange and may lead to the Fund incurring 

10 Sl:S till the security is finall y so ld. 

VI. Since the hllld will seck to al so invest as pcr the Mutual Fund 

Regul ati ons (200 1) in both equity and fixed income securiti es, th L; credit 

ri sk 0 1" the fi xed income issuer is also associated with the Fund . 

Inves tment in fi xed income securiti es arc subj ct to the ri sk of an 

i suer" inability to meet interest and principal paymL:l1ts on it s 

obli gation ' and market perception of the creditworth iness or the i. suer. 

VII . In additi on to market and price ri sk, value of an individual security can 

in addition, be subj ec t to bctors unique or speci fi c to the Issuer, 



'. 	 s 
Sheikh & Chowdhury 
Barri s t e r s Adv ocat es 

including but not limited to mananement l11 a lfea~ance, lack of 

accountin o tran parency, management performance, management 

decision to take on fInancial leverage. Such ri sk can devdo) in an 

unpred ictable fashion and can only be partially mitigated, and sometimes 

not at all, through resea rch or due dili gence. To the degree that the Fund 

is expos'd t( a security whose va luc decline ' due to issuer ri sk, the 

Fund' . value may be impaired. 

Investment restrictions as per Secm'it)' and Exchange Commission Rules 2001 

Rul e 56 of the Security Exchange and ommission (Mutual Fund) Rules 200 1 stales 

that- 'I'he Asset /\I!ana~enlent 'OllljJCII1Y sholl onolysis the/inance qlrelevant Security 

~): 'Iwnge 's he/ore lIIaking an investment decision and according to the rille 55, the 

investment sholl he 1l10intained in accordance with Schedllie V 

Rule 57 of' the Security Exchange and ommission (Mutual Fund) Rules 200 I states 

that- The WI/Ollnt (~( lI/lItllollill1d shall not he IIsed in Option trodin}!,. Short selling or 

in con y ./orword. 

Therefore considering the same 'vvc think the f'o ll o'vving inv stmcnt re'tri tions should 

be taken into considerat ion : 

I. 	 The Fund shall nol inves t in or lend to ano ther Scheme under the 

same Asset Management Company. 

ii . 	 ~rhc fund shall not acquire any asset out or the T ru st property, 

which involves the assumption of' any li ability that is unlimited or 

shall resu lt in encumbrance oC the Trust property in any way. 



s 
Sheikh & Clwwdhury 

Ill. The r und or the Asset Management 'ompany on behall" 0 1" lh~ 

Fund shall not give or guarantee term loans fe r any purpose or take 

up any activity in contravention o r the . eC l.lrity and Lxchange 

ommi ss ion Rules 200 I. 

IV . All money collected under the Fund except fe r the part o r lixed 

income and hedging instruments shall be invested onl y In 

transferable instruments, scclll'itie. whether in money market or 

capital market or priv'ltcly pl aced Pre- [PO equity, prdcrence 

shares, and debenturcs or securiti es debts. 

v. 	 The Fund shall not invo lve itself in option trading or short selling 

or ca rry fo rward transacti on. 

VI. 	 The hind shall not buy its ovvn unit. 

VII. 	 The Fund hall not take any loan. 

The f'o llowing restric ti ons wil l al so be applicable for the Asset Manaoement 

Co mpany: 

I. 	 The Asset Management 'ompany shall take a ll reasonable st ps 

and exercise all due diligence and en 'ure that the investment o r the 

Fund an; not contrary to the provisions o f' the Trust Deed and the 

Rul es . 

II. 	 The Asset Management 'ompany shall not act as Trustee or any 

mutual fund and shall not undertake any other business or activitics, 

\vithout prior approval o f' thc 'o ll1l11i ss ion, which may adv~rse l y 

([!'Iee t thL~ inkn.:st or the Fund. 

Ill. 	 Th' Assct Management ompany shall furni sh such inlo rll1ati on 

and documents to the OBI , as may be required under the 

G"rt• 
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Whether investment can he mmle m Private Limited Companies through 

Mutual Funds 

I. 	 i\ Private Limited ompany is permitted to make LI p onl y a fi'ac ti on of a 

mutual fund' portfo lio, That's because Securiti es and Exchange ommi sion 

guidelines limit to 15% a mutual fund 's total assets that can be inves ted in 

"illiquid securiti es ur securiti es that are delicately traded. Many funds have 

internal rulcs that place even lower limits on private investments. 

2, 	 Mutual funds face a number o r poss ible drawback, in mak in o pri v<l te 

inves tments, bes ides the possihle diffi culty of /Inclin er a buyer. The holdings 

are clinicult to pricl: - a probl em fo r mutual fu nds, which must <IS 'ess the va lue 

of their holdin each day. Indeed, some fund s have face I I' nulatory sanctions 

for mispricing pri va te companie ', Individual investors can ga ther how much 

their I'unds own in priva te investments by exam inin o qUHrterl y reports, where 

any n.:stricti ons on the sa le or holdings must be di 'closed. 

I f you have any queri es regarding the same pl ease do not hes itate to co ntac t with us, 

Mohammad Mehecli Hasan Chowdhury 

l3arri stcr-at-I ,<\w 
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