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" 1)With due respect, Bangladesh RACE Management PCL (hereinafter referred to as "RACE", the
"Asset Management Company" or the "AMC") respectfully submits the following explanation
concerning the applicability of Rule 33 of the Bangladesh Securities and Exchange Commission
(Mutual Fund) Rules, 2001 (the "Mutual Fund Rules, 2001"), in response to the Show Cause Notice
vide Memo No. BSEC/Enforcement/3642/2024/373 dated 02.06.2026.

2) At the outset, we express our sincere gratitude to the Hon'ble Commission for kindly considering
our application dated 21.06.2026 and rescheduling the Show Cause Hearing to 27.07.2026, thereby
affording us an opportunity to place the following explanation on record.

3) At the outset, the Mutual Funds under management of Bangladesh RACE Management PCL are as

follows:
Sl Name of Funds Fund Nature Trustee
1 EBL First Mutual Fund s Closed-end Investment Corporation of Bangladesh
2 Trust Bank First Mutual Fund Closed-end Investment Corporation of Bangladesh
3 IFIC Bank First Mutual Fund Closed-end Investment Corporation of Bangladesh
4 First Janata Bank Mutual Fund Closed-end Investment Corporation of Bangladesh
6 EXIM Bank First Mutual Fund Closed-end Investment Corporation of Bangladesh
7 Popular Life First Mutual Fund Closed-end Bangladesh General Insurance Company
8 PHP First Mutual Fund Closed-end Bangladesh General Insurance Company
9 EBL NRB Mutual Fund Closed-end Bangladesh General Insurance Company
10 AB Bank 1ST Mutual Fund Closed-end Bangladesh General Insurance Company
11 RACE Financial Inclusion Unit Fund | Open-end Sentinel Trustee & Custodian Services Lid.
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We reference these funds hereafter as the “RACE Mutual Funds”

4)

3)

It is further submitted that the Bangladesh Securities and Exchange Commission vide Memo No.
BSEC/Enf/4068/2025/1153 dated 16.10.2025 called RACE for a Hearing regarding, inter alia, the
applicability of Rule 33 of the Bangladesh Securities and Exchange Commission (Mutual Fund)
Rules, 2001. RACE appeared before the Commission at the Hearing held on 10.11.2025 and
submitted its detailed written explanation vide Letter No. RACE/COM/BSEC/ENF/2025/11 dated
06.11.2025, wherein RACE submitted, amongst others, that it prepares and submits more than 170
reports per annum per Mutual Fund to the Commission. the Trustees, Custodians and other
stakeholders. including the reports referred to in the present Show Cause Notice, and placed
before the Commission the relevant facts and circumstances relating to its reporting obligations.
Thereafter, after considering the allegations, the physical hearing and the written explanation
submitted by RACE, the Bangladesh Securities and Exchange Commission vide Memo No.
BSEC/Enf/4068/2025/464 dated 14.07.2026 was pleased to dispose of the said
proceedings. However, the present Show-cause Notice has been issued without
consideration of the previous Show Cause proceedings dated 16.10.2025, the explanations
submitted by RACE therein, and the subsequent disposal thereof by the Commission,
notwithstanding that the issues relate to the reporting obligations of the Asset Management
Company under Rule 33 of the Bangladesh Securities and Exchange Commission (Mutual Fund)
Rules, 2001.

To further demonstrate RACE's consistent compliance with Rule 33 of the Bangladesh Securities
and Exchange Commission (Mutual Fund) Rules, 2001, we respectfully submit the following table
of the audited financial statements of the Mutual Funds managed by RACE to the Commission for
the last five financial years. During this period, RACE submitted a total of 57 audited financial
statements relating to the Mutual Funds under its management, each accompanied by the relevant
covering letter, reference number and date of submission. These clearly establish that RACE has
consistently complied with its statutory obligations under Rule 33 by ensuring the timely
submission of the audited financial statements of the Mutual Funds. The documents submitted
pertain exclusively to the audited financial statements of the respective Mutual Funds.

Sl Finanoul Fund Name Report Name Letter Reference Submission
Year Date
Xy EBL 1st Mutual Fund Rl RACE/COM/2024/ 27-Oct-24
’ Statement Submission
- = z : ;
’ Trust Bank 1st Mutual Audited Fmancuill . RACE/COM/2024/ 27-Oct-24
Fund Statement Submission
3 IFIC Bank 1st Mutual Audited Fmanci:ial ' RACE/COM/2024/ 27-Oct-24
Fund Statement Submission
2023-2024 i : :
4 1st Janata Bank Mutual Audited Fmam:la_l] ‘ RACE/COM/2024/ 27-Oct-24
Fund ‘Statement Submission
Popular Life 1st Mutual | Audited Financial
5 Fund | Statement Submission RACE/COM/2025/130 27-Oct-24
|
6 PHP First Mutual Pund-— | udited Financial | RACE/COM/2025/130 | 21-Jul-25
| Statement Submission
[ 1
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Audited Financial

Fund

| Statement Submission

7 EBL NRB Mutual Fund o RACE/COM/2025/130 21-Jul-25
Statement Submission
8 AB Bank 1st Mufugl Pung | udited Financial RACE/COM/2025/130 | 21-Jul-25
Statement Submission
9 First Bangladesh Fixed Audited Fmanme_ll _ RACE/COM/2024/ 27-Oct-24
Income Fund Statement Submission
10 EXIM Bank 1st Mutual Audited Fmanc:e_ll . RACE/COM/2024/ 27-Oct-24
Fund Statement Submission
RACE Speicial Audited Financial
12 Opportunities Unit Fund | Statement Submission RACEAOOMI20%S 205
12 MCE Financial Inclusion | Audited Fmancta_ll - RACE/COM/2024/ 27-Oct-24 .
Unit Fund Statement Submission
13 EBL 1st Mutual Fund e e RACE/COM/2023/171 | 24-Sep-23
i Statement Submission
Trust Bank 1st Mutual Audited Financial
14 Fund b b e RACE/COM/2023/171 24-Sep-23
15 IFIC Bank 1st Mutual Audited Fmancu‘il ' RACE/COM/2023/171 24-Sep-23
Fund Statement Submission
1st Janata Bank Mutual Audited Financial 5
16 Fund il Al hertiation RACE/COM/2023/171 24-Sep-23
Popular Life 1st Mutual Audited Financial
17 Fund Statement Subsmission RACE/COM/2023/171 24-Sep-23
18 PHP Firit Mistal Py, | 2 idided Figancial RACE/COM/2023/171 | 24-Sep-23
Statement Submission
2022-2023 ;
19 ERI; NRB MutialFing | Awdited Finoncial, RACE/COM/2023/171 | 24-Sep-23
Statement Submission
20 AB Bank 1st Mutual Fund | 2udited Financial RACE/COM/2023/171 | 24-Sep-23
Statement Submission
i First Bangladesh Fixed Audited Financial
2t Income Fund Statement Submission RACRCCM20 T iy
EXIM Bank 1st Mutual Audited Financial
22 Fund Satanent Gubaissitn RA.CE/COM/2023/1 71 24-Sep-23
RACE Speicial Audited Financial .
] - —7
5 Opportunities Unit Fund | Statement Submission | *ACE/COM/2023/171 | 24-Sep-23
'RACE Financial Inclusion | Audited Financial -
o Unit Fund Statement Submission s TSy
25 EBL I1stMumal Fund | Audited Financial | RACE/COM/2022/189 | 29-Aug-22
Statement Submission
2021-2022 |
26 Trust Bank 1st Mutual | Audited Financial RACE/COM/2022/189 29-Aug-22
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27 IFIC Bank 1st Mutual Audited Fmancsz_xl . RACE/COM/2022/189 29-Aug-22
Fund Statement Submission
28 Ist Janata Bank Mutual Audited Fmancnz}I ' RACE/COM/2022/189 29-Aug-22
Fund Statement Submission
29 Popular Life 1st Mutual Audited Fmancnz.al ' RACE/COM/2022/189 29-Aug-22
Fund Statement Submission
30 PP sk Nl Pungg | 20iike] Fmaniciat: - RACE/COM/2022/189 | 29-Aug-22
Statement Submission
31 EBL NRB Mutual Fund | A0dited Financial RACE/COM/2022/189 | 29-Aug-22
Statement Submission
32 AB Bank 1st Mutual Fund | Audited Financial | RACE/COM/2022/189 | 29-Aug-22
Statement Submission ;
First Bangladesh Fixed Audited Financial
3 Income Fund Statement Submission RACHICOMEZNEZARS - | Sehiig)
1
EXIM Bank 1st Mutual Audited Financial z
34 e Siatement Submizdion RACE/COM/2022/189 29-Aug-22
RACE Speicial Audited Financial
33 Opportunities Unit Fund Statement Submission BACECOMIBURSIS SRR
RACE Financial Inclusion | Audited Financial
o Unit Fund Statement Submission RACKEOMEDIZ18) HhAtga2
37 EBL Ist Mutual Fund Budifed Finmoglal RACE/COM/2021/195 . | 22-Sep-21
Statement Submission
Trust Bank 1st Mutual Audited Financial
38 Fund Statement Submission RACE/COM/2021/195 22-Sep-21
IFIC Bank 1st Mutual Audited Financial
39 Fund b et b et RACE/COM/2021/195 22-Sep-21
1st Janata Bank Mutual Audited Financial
40 Fund Stmement Subiission RACE/COM/2021/195 22-Sep-21
. Popular Life 1st Mutual Audited Financial
o Fund Statement Submission RACE/COMIRL19S s
42 |20202021 | PHP First Mutual Fund | Audited Financial RACE/COM/2021/195 | 22-Sep-21
Statement Submission
+
43 | EBL NRB Mutusal Fund | 2udited Financial RACE/COM/2021/195 | 22-Sep-21
Statement Submission
Audited Financial
44 AB Bank 1st Mutual Fund Seitsment Subiission RACE/COM/2021/195 22-Sep-21
First Bangladesh Fixed | Audited Financial
# Income Fund Statement Submission RALECOMRIZL 1595 22-Sep-21
EXIM Bank 1st Mutual Audited Financial
46 Fund Statenient Sihmission RACE/COM/2021/195 22-Sep-21
RACE Speicial Audited Financial : p g
! Opportunities Unit Fund | Statement Submission BACECOMBOUIYS | 2SeH2]
Y
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48 EBL 1st Mutual Fund PRI BRI RACE/COM/2020/156 | 30-Sep-20
Statement Submission
2019-2020
Trust Bank 1st Mutual Audited Financial
49 S Shitonen Bubeeston RACE/COM/2020/156 30-Sep-20
IFIC Bank 1st Mutual Audited Financial
50 Fisid Swienient Sabiaiasion RACE/COM/2020/156 30-Sep-20
51 1st Janata Bank Mutual Audited Fmancu.al . RACE/COM/2020/156 30-Sep-20
Fund Statement Submission
Popular Life 1st Mutual Audited Financial .
52 Fund Rt honennd BEsteatan RACE/COM/2020/156 30-Sep-20
53 PUIP Pivst Munsl fung | 2130ed Filanclal | RACE/COM/2020/156 | 30-Sep-20 -
Statement Submission
54 B N Mt Pand, | 2 o0ued FInangigl RACE/COM/2020/156 | 30-Sep-20
5 Statement Submission
55 AP Bk 15t Mynal Fung, | 0dited Finaocial. RACE/COM/2020/156 | 30-Sep-20
Statement Submission
; First Bangladesh Fixed Audited Financial
g8 Income Fund Statement Submission e e
EXIM Bank 1st Mutual Audited Financial
57 Fugid St Subissian RACE/COM/2020/156 30-Sep-20

As a registered entity, the Company is required to comply with the Risk Based Capital
Adequacy Rules, 2019 (the "Rules"). The Rules apply to several categories of regulated entities
under Rule 6(1)—7), including (i) Stock Brokers (Category 1), (ii) Merchant Bankers and
Portfolio Managers (Category 2), and (iii) Asset Managers (Category 3). The Company falls under
Category 3, namely, an Asset Manager.

It is respectfully submitted that there is a fundamental distinction between Categories 1 and 2
(Stock Brokers and Merchant Bankers/Portfolio Managers) and Category 3 (Asset Managers). In
theicase of Stock Brokers and Merchant Bankers/Portfolio Managers, client assets (Assets Under
Management or "AUM") are maintained on the entity's balance sheet. In contrast, the AUM of an
Asset Manager is maintained off the balance sheet. Consequently, any changes in the AUM of
Categories 1 and 2 are reflected in the entity's balance sheet and najurally flow through the other
financial statements, including the statement of profit or loss, statement of cash flows, and
statement of changes in equity, in accordance with the applicable accounting standards
(IFRS/1AS).

However, in the case of the Company, the largest component of the Total Risk Requirement
("TRR") is the Liability Risk Requirement ("LRR"), which is calculated based on the AUM in
accordance with Schedule D, Part A of the Rules. Since the AUM of an Asset Manager is
maintained off the balance sheet, the Company's TRR comprises both on-balance-sheet and off-
balance-sheet components.
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9) In fact, in response to your lefter dated 23.05.2026 bearing Memo No.
BSEC/SMMID/ORF/2020/2024/70/239, titled "Regarding Abnormal Capital Adequacy Ratio
(CAR), Total Risk Requirement (TRR) Mismatch, and Possible Non-Compliance with the RBCA
Rules, 2019," the Company submitted the completed Statement of Total Risk Requirement. The
Company's Capital Adequacy Ratio (CAR) for March 2026 stood at 443.26%, which further
increased to 455.65% in June 2026. These figures demonstrate that the Company has maintained
capital well above the minimum regulatory requirement prescribed under the Rules.

10) In view of the foregoing, it is respectfully submitted that Rule 33 of the Bangladesh Securities and
- Exchange Commission (Mutual Fund) Rules, 2001 does not require submission of the audited
financial statements of the Asset Management Company. Rather, RACE has consistently complied
with Rule 33 by ensuring the timely submission of the audited financial statements of the Mutual
Funds under its management, as evidenced by the records placed before the Commission.
Accordingly, the allegation of non-compliance in relation to the audited financial statements of the
Asset Management Company is misconceived.

11) Nevertheless, RACE remains fully committed to regulatory compliance and transparency.
Whenever the Commission requires any information, records or audited financial statements of the
Company under any applicable statutory provision or in the exercise of its lawful powers, RACE
shall continue to extend its fullest cooperation and furnish the requested documents.

12) It is respectfully submitted that the present responses are being provided without prejudice

and solely for the purpose of compliance, and should not be used to initiate or justify any

—action that may, in any manner, prejudice the rights of Bangladesh RACE Management
PCL.

We respectfully submit that on 1% November 2023 on this matter, the BSEC Commissioner Dr.
Shaikh Shamsuddin Ahmed convened a meeting between RACE CEO and other AMC CEOs and
concerned BSEC high officials - Mr. Mohammad Rezaul Karim, ED Investment Management
Division, Mr. Md. Saifur Rahman, ED Issuer Company Affairs Division and Ms. Farhana Faruqui,
Director, SMMI department. During the meeting the matter of AMC submission of reports and
financials with respect to Rule Mutual Fund Rules 33 was discussed. Here it was decided by the
BSEC officials that the Rule is applicable to RACE Mutual Funds financials and not that of the AMC.
If was ruled so with the understanding that AMC financials are not amalgamated with mutual funds
under management. A task force was further formed to make universal by report name what would be
required of Mutual Funds and AMCs in future.

- We continue to remain fully committed to regulatory compliance, transparency, and the protection of
investor interests, and therefore seek your kind cooperation in this matter.™
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