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Directors' Report to the Shareowners

For the Financial Year 2016-2017

Commission (BSEC).

It is a pleasure and privilege on the part of the Board of Directors to present herewith the Directors'
Report and Auditors' Report together with the audited Financial Statements of Advanced Chemical
Industries Limited (ACI) for the first fiscal year (1 July 2016 - 30 June 2017) as the financial year of
the Company ended on 30 June 2017 prepared based on the provisions of the Companies Act 1994,
Finance Act 2015 and the Notifications issued time to time by Bangladesh Securities & Exchange

Overview

ACI Group had a very successful year in 2016-2017
with revenue earnings of Taka 47,668 million
registering a growth of 52%. This achievement had
been a synchronized effort of our sales and
marketing team supported by corporate services and
factories. There was strong growth across almost all
of the strategic business units leading to a robust
and well rounded performance for the ACI group.

Bangladesh economy grew by 7.1%, exceeding the
7.0% growth target and the 6% growth trajectory.
This strong growth was mainly supported by industry
and service sectors. Annual average CPI inflation
continued to decline to 5.9% in June 2016, below the
target of 6.2%. The declining trend in average CPI
inflation is mainly driven by favorable food inflation.

Export grew by 8.9%, while import by 5.5% in FY 16.
Remittance, however, ended up with a negative
growth of 3% during the same period. The
current account surplus of USD 3.7 billion led to an
overall balance of USD 5.0 billion, building net
foreign assets. Import benefited from subdued
global commodity prices. Despite some initial

competitiveness concerns from appreciation in REER
(Real Effective Exchange Rate), exports held up well,
despite weak external demand. Foreign exchange
reserves reached USD 30.2 billion at the end of FY 16,
around 8 months of prospective import. Nominal

Taka-USD exchange rate remained broadly stable.
Lending interest rate was firm with slight upper
trend.

Due to the exceptional growth, ACI had to adapt to
this situation by adding new manpower, increased
training and productivity improvement. A substantial
increase in marketing expenses and fields force
strength were made in order to support the growth.
The external environment was stable enough to allow
us to focus on good execution of our planned
business strategy. ACI took advantage of this period
and invested on growth and market share gain.

ACI celebrated some noteworthy achievements
during 2016-2017. Our pharmaceutical business
started ACI Healthcare USA Inc. with a view to
develop sales and distribution capability. ACI Biotech
became a separate subsidiary, further strengthening
our healthcare portfolio. Consumer Brands had
started high quality rice processing and sales.
Mobile telephones were added to our consumer
electronics business under the brand name "Stylus".
Agribusiness expanded their portfolio brought in
combine harvesters and reapers. Our retail chain
Shwapno continued its rapid sales growth, as well as
backward linkage development with farmers. Through
these and many more achievements, ACI has been
able to deliver high quality sustainable growth.




Strategic Business Units and
Subsidiaries

ACI remains committed to providing customers with a broad
range of quality products from its business operations

Health Care | Consumer Brands | Agribusiness | Retail Chain
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Health Care Division

With Biotech
products Recogen
and Ropenia, ACI
Pharma have
attained a positive
response from the
physicians, patients
and caregivers in
the nephrology and
oncology therapy
areas

Annual Report 2016-2017

ACI Pharmaceuticals business had achieved a growth of 25%
during the reported year 2016-2017 over the year 2015.

As per IMS report ACI achieved the second highest growth
among top 10 companies leading to market share gain for ACI
Pharmaceuticals. This was the result of balanced growth
across the different therapeutic classes.

In the anti-ulcer portfolio, leading therapeutic class of
Pharmaceutical Industry, we have gained share.
Cardiovascular, Respiratory, and Insulin products performed
well and gained market share. Other notable achievements
were in the Anti-infective, Calcium & Vitamin, CNS, and Lipid
regulator portfolio.

ACI expanded its product range through the introduction of 14
new molecules and 17 new SKUs. Among the new launches,
introduction of suppository products had the most impact. ACI
had strengthened its presence in the calcium market through
the introduction of effervescent calcium tablets. Both Anti-
viral and Anti-infective portfolio had been enriched with the
introduction of some modern new molecules.

With Biotech products Recogen and Ropenia, ACI
Pharmaceuticals has attained a positive response from the
physicians, patients and caregivers in the nephrology and
oncology therapy areas. These two products are now being
widely used in the Combined Military Hospitals (CMHs) and
the hospitals of Border Guard Bangladesh (BGB). A wide



range of Biotech and Anti-cancer products are in the pipeline
to provide care to patients at an affordable cost compared to
similar imported products.

There had been considerable accomplishment in the export
operation last year. ACI Pharmaceuticals products have been
exported to 3 new countries and have received marketing
authorizations of more than 100 products globally. We have
been exporting Hexicord to Myanmar - Saving lives of New
Borns outside the border. We have delivered 1.4 million units
of Hexicord to Myanmar Government last year.

To serve the medical community with updated and latest
medical information, Medical Services Department of ACI
Pharmaceuticals has organized 1,639 Continuous Medical
Education (CME) programs with participation of 88,141 medical
professionals. These successful programs were the result of
ACI's strong collaboration with the medical associations and
societies towards spreading knowledge and skills among
medical professionals. As a scientific partner, ACI organized
'Workshop and Hands on Training on Gastrointestinal (GI)
Procedures' in collaboration with British Society of
Gastroenterology (BSG) and Bangladesh Gastroenterology
Society (BGS). ACI also has conducted a significant number of
training programs for Rural Medical Practitioners in
collaboration with icddr,b, Dhaka. Through these activities and
many more, ACI Pharmaceuticals has been committed to
improve the quality of healthcare for Bangladesh.
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Consumer Brands Division

Toiletries, Home Care and Hygiene

ACI Consumer Brands has a prestigious line of
products that serve many household needs. Savlon,
the heritage brand of ACI, has various sub-
categories including Antiseptic Liquid and Cream,
Soap, Hand Wash, Hand Sanitizer and Wipes.
Savlon is the market leader in liquid antiseptic and
cream category having a market share of 79% and
80% respectively. Savlon ensured steady growth in
all its sub- categories in the year 2016-2017.

Hygiene category consists of sanitary napkin,
pregnancy test kit and baby diaper range of
products. Freedom, the flagship brand of hygiene
business, has already attained a market share of
21% in the sanitary napkin category. We have re-
launched the brand with a new look. Savlon Twinkle
Baby Diaper was launched in March 2017 and has
been well received by customers.

International Business experienced significant
growth during the reported period. Colgate
maintained a market share of 11% in the year.
Children's toothpaste range and toothbrushes has
been launched. Low calorie sweetener brand
Canderel and Equal expanded its product line by
introducing new products in the market. Merisant
business also attained a commendable growth.

Home care brands in the Pest Control category,
continued to excel in the market with a stronghold
of 92% and 18% share in aerosol and coil sub-
categories respectively. Through our association
with the world reputed company S.C Johnson &
Son's marketing activities increased manifold and
with ACI's distribution, the category had an
impressive growth.

Electrical and Electronics

The business grew by 46% during the reported
year 2016-2017 over the year 2015. ACI Electrical
business, with successful rebranding of SPARKLE
experienced substantial growth.

To keep in pace with the ever-changing consumer
demand and to further diversify the brand's
offering, SPARKLE has introduced EcoSmart LED,
Panel light, Flood light and most notably the IPS
Bulb. This IPS Bulb is the first of its kind in

Bangladesh, which provides an efficient and
sustainable solution against load shedding. In the
Switch-Socket category, SPARKLE has launched 2
new series - Pro and Smart which have been
greatly appreciated by customers.

The Electrical business has a strong strategic
insight on the industry dynamics and demand
pattern. With effective planning and efficient
execution of strategies, Electrical business is
expected to create a much greater impact in the
industry.

ACI Electronics representing the world-renowned
brand "Panasonic" and homegrown brand
"SPARKLE", registered significant business growth
in FY 2016-2017 due to introducing new range of
appliances. The business has undergone some
management change with an expectation to
improve the quality of the business.

Paints

Revenue of the division has reached to BDT. 203
million during the reported year 2016-2017 from
BDT. 35 million in the year 2015. In association
with AkzoNobel, new Interior and Exterior
emulsions with unique selling propositions were
introduced to meet the market demand.

A strong distribution network was developed by
establishing a central depot at Gazipur, as well as
by opening strategically located depots. In addition,
highly capable dealers have been appointed
throughout the country and a strong sales team
has been developed. These initiatives allowed the
Paint Division to set a solid foundation for the
business.




HIGH PROTEIN

Biosed Dof

Salt

ACI salt attained a growth of 53% during the
reported year 2016-2017 over the year 2015.

ACI Pure Salt is the first to provide people with
high quality, premium grade salt enriched with
iodine. With a market growth of 36.76%, this
business has maintained its market leadership. This
growth happened despite crude salt crisis in
Bangladesh, which the business overcame through
diligent management of the supply chain.

ACI Pure Salt has received the "Best Brand Award"
for the sixth time at a stretched in the salt
category. The business is the first certified OHAS
18001:2007 (Occupational Health and Safety
Management System Certification) in the industry.

Flour

ACI Flour recorded a growth of 36% during the
reported year 2016-2017 over the year 2015.

This business has been able to maintain healthy
growth despite fluctuation in market price. A strong
wheat purchasing capability is one of the key
factors behind the success of the business. In
addition, an experienced sales and distribution
team has provided a competitive advantage for the
business.

ACI Flour provides a range of innovative products
like Multigrain Atta, Brown Atta, Parata Maida and
Suji Mix alongside the regular all-purpose flour. The
brand ACI Pure Brown Atta has been promoted to
doctors and health practitioners, which made them
brand advocates. ACI Pure Brown Atta is the
market leader in healthy Atta category. ACI
Nutrilife Multigrain Atta is a special product that
provides multiple health benefits. Flour products
are becoming more popular as people are
diversifying their diet. This business is on its way to
making even greater impact as consumer
consumption increases alongside rising household
incomes.

Foods
ACI Foods recorded a growth of 390% in the
reported year 2016-2017 over the year 2015.

The business was able to establish a strong
presence in the market through innovative product

exhibits under its umbrella brands 'PURE' and 'Fun'.
ACI Pure High Protein Mixed Dal and ACI Pure Thai
Noodles have been launched under PURE brand.
The Mixed Spices range was enriched with recipe
based packs that were well received in the market.
The export market of this business continues to
grow significantly by exporting its food products to
33 countries.

ACI Foods has successfully launched rice business
in 2016 by setting up a state-of-the-art rice mill
at Naogaon. As a part of expansion of the business,
a new unit was also established in early 2017
for producing aromatic rice. ACI Rice business
demonstrated outstanding performance after the
operation had commenced. The business reached
to the top line of BDT. 1,750.43 million during its
first fiscal year 2016-17. Different varieties of rice
in multiple SKUs have been introduced under the
brand name ACI Pure, ACI Aroma and ACI Nutrilife.
Low GI rice was also introduced under the ACI
Nutrilife brand to cater to the demand of the
health-conscious consumers. Through all these
activities, ACI Foods has improved the quality of
the business.

Edible Oils

ACI Edible Oils had recorded a growth of 287% in
the reported year 2016-2017 over the year 2015.

This business has been operating under two
brands, ACI Pure Soybean Oil and ACI Nutrilife
Rice Bran Oil to cater the demand of both the
mass consumer base and the health-conscious
consumers. ACI Edible Oils promises to deliver
uncompromising quality and this has been a big
contributing factor in keeping the strong brand
image of the products.

ACI Nutrilife Rice Bran QOil has been positioned as
premium brand and maintained the leading
position in promoting this heart-healthy oil. ACI
Pure Soybean Oil has been re-launched with
improvements that led to significant revenue
growth during the period under review. ACI Edible
Oils has been set to become a strong business unit
as it continues to innovate for its customers.
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Agribusinesses Division

Crop Care and Public Health

Crop Care and Public Health business attained a
16% growth during the reported year 2016-2017
over the year 2015.

During the year under review, the Crop Care
business has gone through various expansion
initiatives under the "Crop Care" theme. It has
launched 6 new products in 2016-17 under Powder
Insecticide and Fungicide categories which have
been well accepted by the farmers and contributed
significantly to the growth of the business. Crop
protection service business, under the brand 'Flow
Master', has launched the latest technology-based
customized spray machine. Considering the
increased concern of safe food, organic farming
and health consciousness of agriculture-associated
stakeholders, ACI Crop Care has initiated another
category of environment-friendly crop protection
solutions named, 'ACI Bio-Crop Care'. FLORA, a
plant energizer, has been established as a separate
SBU considering its growth prospect. The farmers
have been reaping benefits in the quality and
quantity of their crops using FLORA. The Crop Care
and Public Health business is poised for growth
through improvement in the crop output of
Bangladesh.

Fertilizer

ACI Fertilizer registered a growth of 27% during
the reported year 2016-2017 over the year 2015.

All the portfolios have significantly contributed to
attain this growth. Soil health products and Micro
Nutrient fertilizer have been able to maintain the
market leading position. The business has obtained
the trust of farmers by demonstrating the benefits
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of specialized fertilizers for
the last few years.

ACI Fertilizer envisioned "Better Plant-
Healthy Life" with the aim of providing complete
nutrients solution to the farmers. To avoid the
indiscriminate use of a single fertilizer, the
business introduced Compound Fertilizers. The
business has also launched an innovative product,
NEB (Nitrogen Efficiency Bio-availability), which
has the potential to revolutionize fertilizer
usage in Bangladesh. Through increasing microbial
activities, NEB saves 50% use of Urea and reduces
the cost of fertilizer by 30%.

ACI Fertilizer also signed a contract with BINA
(Bangladesh Institute of Nuclear Agriculture) to
promote environment friendly Bio-Fertilizer on
pulses and oil seed crops which will cut the use of
chemicals fertilizer, especially Urea. The business
is also working in collaboration with various
Government and non-government organization
including DAE, BADC, BARI, BINA, USAID, UKAID
and IFDC. ACI Fertilizer is promoting balanced
nutrition with a focus on deep rural cultivation to
increase market penetration and impact the life of
the poorest farmers.

Seed

ACI Seed had attained a growth of 2% during the
reported year 2016-2017 over the year 2015.

The business has introduced two Hybrid Rice
varieties and one Hybrid Maize variety. Seven
varieties of five vegetables have been launched in
this period. ACI R&D commercialized two new



varieties of vegetable,

Ridge Gourd and Ash
Gourd. ACI Seed business achieved ISO
9001:2008 Certification in December 2016 which
has increased the trustworthiness of the customers
towards ACI Seed.

ACI Seed has started co-branding with Bayer Crop
Science with the registered Amon Hybrid rice
variety. 7000 contract growers are currently
working with ACI Seed, developing expertise and
also sharing knowledge with their neighboring
farmers. ACI seeds have given the farmers the
opportunity to directly raise their queries to ACI
through the contact numbers provided in all of our
product packs and leaflets. This knowledge sharing
process will improve communication of farm's best
practices throughout the country.

Motors

ACI Motors reached to BDT. 6,458 million of
revenue registering a growth of 247% during the
reported year 2016-2017 over the year 2015.

The major factors behind the success were
superior brand positioning integrated with best
after-sales service facility in the industry. The
business has been segmented into three major
divisions: Farm Mechanization, Infrastructure
Development Services (IDS) and Motorcycles.

The Farm Mechanization wing is providing
complete farm mechanization solution with its
diversified product lines at each stage of
mechanization for a farmer. ACI Motors' Tractor
brand SONALIKA has been the market leader in
Tractor industry through superior product quality
and commitment of reaching any customer
anywhere in Bangladesh within 6 hours of a
service call. ACI Power Tiller has continued to be
the most innovative and efficient solution for the
farmers through the introduction of new models,
which provide 25% higher efficiency in cultivation.
As the pioneer of harvesting solutions industry,
e.g. Reaper and Combine Harvester, ACI Motors is
the only trusted source for farmers. Construction
Equipment business is performing well, with
leadership position in Backhoe Loader and Roller

segments under the brand name CASE.

After initiation of YAMAHA Motorcycle business last
year, ACI Motors has already expanded a network
throughout the country, equipped with the most
modern service facilities. YAMAHA Motorcycle has
become the most preferred brand in the premium
segment of the Motorcycle industry. ACI Motors
has made a big impact in the agricultural
mechanization of Bangladesh.

Annual Report 2016-2017

Page 23



Animal Health

ACI Animal Health ensured 42% growth over the
year 2015 during the reported year 2016-2017.

The business launched 60 new products in the
reported period. Of these, 12 innovative products
were introduced for the first time in Bangladesh, of
which 4 are from cattle, 5 from poultry, and 3 from
aqua portfolio. These new products coupled with a
robust field force led the business to a sustainable
growth.

One of the remarkable accomplishments of this
business was the launching of eFisheries, an
internet based fully automated fish feeder
controllable by smart phone/desktop/laptop from
anywhere and anytime. This product will reduce
feeding cost significantly. Considering the increased
demand of the farmers, ACI Animal Health has
opened a diagnostic lab in Dhaka city having
appropriate diagnostic and consultation facilities.
The lab will provide disease diagnosis, blood testing
and many other services at a lower cost.

This business has been committed to contribute
more in future to develop the Animal Health sector
and reduce per capita protein gap in Bangladesh.

Agrolink

ACI Agrolink recorded revenue of BDT. 404 million
during the reported year 2016-2017 in comparison
of BDT. 6 million in the year 2015.

ACI Agrolink strives to create opportunities by
linking the producers of agricultural products to
their intermediary or end customers through
different forms of value addition. The business has
developed some backward linkage of poultry, fish
and grain sector in their newly developed Human
Food Commodity portfolio and has begun some
trading of egg, fish, fruits, live chicken and rice to
food processor, traders and wholesalers.

ACI Agrolink has also tapped into the trading of
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high value cash crops and non-food sectors like
jute, rice husk and charcoal. It supplies quality
feed ingredients for production of nutrition
enriched animal feed. This business has also
started export of 'black sesame seeds' to Taiwan
and China. ACI Agrolink is also entering into the
agro-processing industry with the establishment of
a state-of-the-art export oriented shrimp
processing plant. Through various trading
activities, the business continues to develop
expertise in developing agricultural linkages
against the backdrop of our huge customer base of
the farmers.

Premiaflex Plastics Limited

In 2016-2017, Premiaflex Plastics had achieved a
growth of 39% during the reported year 2016-
2017 over the year 2015.

This achievement has come as a result of
increasing production capacity to 600 MT/Month
through production line expansion, and attaining
the highest number of multinational and selective
reputed local customers. Significant growth has
been managed in food & beverage packaging,
edible oil, agricultural products, soap wrapping,
cosmetics and metalized products with 100%
production capacity utilization.

Premiaflex Plastics has state-of-the-art Quality
Control Laboratory with 22 different quality testing
equipments, the only one of its kind in Bangladesh.
As a result, this business has been able to gain
market share by ensuring best quality tested
products for its customers and enjoyed a distinct
competitive advantage in the flexible packaging
market.

Premiaflex Plastics has been recognized with the
ISO 9001:2008, HACCP Certification and FSSC
22000 Certification, assuring quality services that
will contribute to the transformation of the
packaging industry.



Retail Chain Division

ACI Logistics (Shwapno) continued aggressive
expansion during FY 2016-2017, with the opening
of 12 new outlets. Currently, it has 63 Shwapno
outlets across the country serving over 35,000
customers each day. This expansion has led
Shwapno to 43% sales growth and 32% footfall
growth approximately over SPLY. Continued
growth from previous outlets has also been an
important factor, with like-for-like outlet sales
growth during this period of 29%. This is a strong
indication that consumers are increasingly
favoring the Shwapno brand.

ACI Logistics' growth and progress are the
outcome of a number of factors apart from outlet
expansion. Increasing focus on service and overall
customer experience, while maintaining position of
price leadership, has continued to attract new
customers. Gross margin has also seen significant
improvement as the Company has been taking a
partnership approach with suppliers and growers,
with major initiatives being undertaken to speed
up supplier development. While ACI Logistics has
long been the market leader in the grocery retail

sector, Shwapno's position as the top retail chain
in the country was recognized in 2016 with the
awarding of the Best Retail Brand accolade jointly
by Kantar Millward Brown & Bangladesh Brand
Forum. In addition, the company is also focusing
on improving sustainability, by enrolling with
Global G.A.P., the largest and the leading private
sector body addressing the crucial objectives of
ensuring safe, sustainable agriculture worldwide.

Another key feature of Shwapno's recent growth
expansion beyond the primary
metropolitan centers of Dhaka, Chittagong and
Sylhet. Newly opened outlets in Comilla and
Tangail have been met with enthusiastic response
from customers, providing very promising
indication of further expansion potential across the
country. A number of other special initiatives,
including consolidation of the Shwapno Express
franchise network, establishment of Private Label
Brand product ranges as well as launch of E-
commerce channel, are also laying the foundation
for strong growth in the coming year.

has been




Subsidiary Companies and Consolidation of Accounts

Advanced Chemical Industries Limited has following subsidiary Companies:
® ACI Formulations Limited o ACI Salt Limited o ACI Pure Flour Limited

o ACI Foods Limited o ACI Agrolink Limited o Premiaflex Plastics Limited
o ACI Motors Limited e Creative Communication Limited e ACI Logistics Limited
o ACI Edible Oils Limited o ACI HealthCare Limited e ACI Chemicals Limited
e INFOLYTX Bangladesh Limited o ACI Biotech Limited

Separate reports including the audited financial statements, reports of the Auditors and the Directors
thereon for all subsidiary companies are provided at the respective section of this report. However,

the financial statements of the subsidiary companies have duly been consolidated with ACI Limited as
per requirements of the Companies Act-1994, Bangladesh Securities and Exchange Commission's
guidelines and in line with the International Accounting Standards (IASs)/IFRSs adopted by Bangladesh.

Joint Venture Companies

ACI Godrej Agrovet Private Limited is a 50:50 joint venture company of Advanced Chemical Industries

Limited, Bangladesh & Godrej Agrovet Limited, India. The Company is in the business of manufacturing

and selling of all kinds of Animal feeds (Poultry, Aqua & Cattle feed) and Day Old Chicks (DOC). The
business of the Company has been growing consistently by 20% (CAGR) for last 3 years while the
turnover has been recorded to BDT 7,600 million during the year 2016-2017 with a growth of 25%

over the year 2015. This has been possible due to company's unique vision of "One Team with One

Goal". Its innovative products developed at the "Nadir Godrej Centre for Animal Research &
Development" and tested through many scientific field trials aim to deliver improved livestock
yields in the areas of Poultry, Fishery and Cattle farming in a sustainable manner.

ACI Godrej has set up a fully automated Floating Fish Feed Plant (1.44 lac MT production

capacity) with world's best extrusion technology at Rajshahi. The commercial production of the

plant has successfully commenced in March 2017. Besides, the poultry breeding process of the
business is being updated by modifying the existing sheds into environment controlled sheds
(EC) phase by phase.

Tetley ACI (Bangladesh) Ltd.

Tetley ACI (Bangladesh) Limited (TABL) is a 50:50 joint venture company formed by
Advanced Chemical Industries Limited, Bangladesh and TATA Global Beverages Overseas
Holdings Limited, UK. The Company is in the business of tea blending and selling. TABL
attained a remarkable growth of 40% during the year 2016-2017 over the year 2015.
The Company has continued gaining market share on a year to year basis, and the
financial position has significantly improved through increase in gross margin.

The major focus during 2016-2017 was on distribution expansion. TABL continues to

provide a consistent and high quality tea through its global sourcing and blending

expertise. As a result, the Company has been awarded HACCP Certification in the

reported period for assuring global quality standards. The Company has
successfully extended its product line of Tea Bags, through the introduction of
Tetley Green Tea and Tetley Flavored Tea range.

Asian Consumer Care Private Limited

The company is a joint venture of Dabur International Limited and
Advanced Chemical Industries Limited. The Company has been able to
attain a net turnover of BDT. 1,348 million in the financial year ended on

31 March 2017.

During the year under review, the company has commenced commercial
production of Odofresh at a manufacturing location on the outskirts of
Dhaka. Major focus was on distribution expansion, with improved

results. The company has significantly improved its financial position
through increase in gross margins.



Financial Results - ACI Limited

For the year ended 30 June 2017, total revenue of ACI Limited was Taka 18,306 million which was
Taka 22,508 million for 18 month comparative period. The gross profit margin has increased to
44.77% in the current year from 43.64% of last 18 month comparative period due to higher
proportionate sale of high margin products. In the current year, operating profit was Taka 1,591
million and profit after tax (PAT) was Taka 1,244 million resulting into Earnings per Share Taka 28.38.

Key Operating & Financial Information at a Glance
The key operating and financial information for the year 2016-2017 along with the preceding
five years are presented below:
Figures are in million (BDT)
July 2016- June 2016 December December December December December

Particulars June 2017 (6 month) 2015 2014 2013 2012 2011

Net Turnover 18,306 7,941 14,567 12,319 10,684 9,680 8,514
Gross profit 8,196 3,561 6,262 5171 4,258 3,590 3,161
Profit before tax 1,674 925 3,934 1,272 1,014 737 893
Profit after tax 1,244 680 3,184 951 764 545 681
Earnings per share (Taka) 28.38 15.51 72.72 24.02 22.27 19.11 28.83
Issued & paid capital 438 398 398 344 286 238 197
Shareowners' equity 12,992 11,949 11,715 6,607 5,637 5,081 4,767
Net asset per share (Taka) 296.49 299.96  294.08 192.09 197.23  213.73  241.98

Number of employees 8,364 7,275 7,090 6,930 4,955 4,560 4,014
Total contribution to National Exchequer 3,302 1,340 2,626 2,158 2,166 1,853 1,818

Appropriation of profit
Considering the financial results of the company during the year and free reserve carried

over and in line with following consistent dividend policy, the Directors recommended
appropriation of net profit as follows:

For the For the
For the eighteen month  six month For the
year ended period ended  period ended year ended
30 June 2017 30 June 2016 30 June 2016 31 December 2015
Taka Taka Taka Taka
Un-appropriated profit 7,828,397,708 4,463,167,115 7,148,739,916 4,463,167,115

Add: Net profit after tax for
the period / year

Total available for appropriation

1,243,546,536
9,071,944,244

3,863,189,707
8,326,356,822

679,657,792
7,828,397,708

3,183,531,914
7,646,699,029

Appropriation of Profit:
Interim dividend:

Cash dividend
Final dividend proposed:

298,775,468 - - -

Cash dividend 175,281,604 458,122,384 458,122,384
Stock dividend 43,820,401 39,836,729 39,836,729
Total dividend 517,877,473 497,959,113 497,959,113

Balance carried forward 8,554,066,771 7,828,397,708 7,828,397,708 7,148,739,916

With the balance carried forward and with future ploughing back of the profit, Directors are
confident that company will be able to maintain prudent dividend policy in coming years.

Dividend
The Board of Directors has already distributed interim cash dividend @ 75% i.e. Taka 7.50 per share.

In addition to the above interim dividend, the Board of Directors is pleased to recommend final cash
dividend @ 40% i.e. Taka 4.00 per share and 10% as stock dividend for the year ended 30 June
2017 to those shareowners whose names would appear in the Share Register of Members of the
Company or in the Depository list of CDBL on the Record Date which is Monday, 13 November 2017.

Margins

Gross Profit Margin

7.13% 37005 385% A4198% 42.99% 4484% 44.77%
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Profit After Tax Margin
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Contribution to the National Exchequer

For the year ended 30 June 2017, the company contributed Tk. 3,302 million to the National Exchequer in the form
of corporate tax, custom duty and Value Added Tax (VAT). This is equivalent to 18.04 percent of the Company's net
sales revenue for the year ended 30 June 2017.

Cost of Goods Sold and Profit Margins

For the year ended 30 June 2017, cost of goods sold was Taka 10,110 million which was Taka 12,685 million for 18
month comparative period. This has been achieved due to comparative lower material cost and high yielding product
mixes. We have been able to generate gross profit margin of 44.77% (Taka 8,196 million) during the year ended 30
June 2017 as against 43.64% (Taka 9,823 million) during 18 month comparative period. Despite a large growth in
gross profit margin, the PAT percentage was 6.79% due to increased administrative, selling and distribution expenses
and higher financing costs.

Financial Results - ACI Group

For the year ended 30 June 2017, consolidated revenue was Taka 47,668 million which was Taka 49,236 million for
18 month comparative period. On the other hand, the consolidated gross profit margin has decreased to 29.59% in
the current year from 31.49% of last 18 month comparative period due to increase of lower margin products like
rice, salt, flour etc. In the current year, the consolidated operating profit was Taka 3,285 million and group PAT was
Taka 1,065 million resulting into consolidated Earnings per Share Taka 24.31 in the current year.

Directors Declaration as to Statutory Information

In connection with preparation and presentation of the financial statements, the Directors also report that:
e Segment-wise performance has been shown in note - 7 (ii) of the financial statements.

e The Company is aware of the different risks associated with doing business and is prepared to counter those risks through
systematic approach. Financial risks management has been disclosed in the Note - 36 of the Financial Statements.

o No extra-ordinary gain or loss exists during the year as prescribed by the Bangladesh Financial Reporting Standards (BFRSS).

o All transactions with related parties are made on a commercial basis and the basis was the principle of "Arms Length
Transaction". Details of related party transaction are disclosed in the Note - 41 of the Financial Statements.

e No IPO or Right issue was made during the year.

e No significant variance occurs between Quarterly Financial Performance and Annual Financial Statements.

e During the year, the Company has paid a total of Taka 16,500 as Board meeting attendance fees. The remuneration of Directors
has been mentioned in Note - 31 and 41 (a) of the Financial Statements.

e The Financial statements prepared by the management of the Company present a true and fair view of Company's state of
affairs, result of its operation and changes in equity and cash flows.

e Proper books of account of the Company have been maintained.

e Appropriate accounting policies have been consistently followed in formulating the Financial Statements and Accounting
estimates are reasonable and accurate.

e Bangladesh Accounting Standards (BASs) and Bangladesh Financial Reporting Standards (BFRSs) have been followed in
preparation of the financial statements.

e The System of Internal control is sound in design and has been effectively implemented and monitored.

o There is no doubt, whatsoever, upon the Company's ability to continue as going concern.

o All significant variations in operating results from the previous year have been highlighted and reasons thereof have been
explained.

e The key financial and operating data for preceding five years is disclosed in the Directors' Report.

e The Company has recommended dividend for the FY 2016-17.

e Number of board meeting held during FY 2016-17 were five in conformity with the regulatory requirements which are shown in
Annexure-I.

e Shareholding pattern of the Company as on 30 June 2017 are shown in Annexure-II.

o The profiles of directors who have sought for re-appointment are shown in Annexure-III.

e The CEO and CFO has certified to the Board that they have reviewed the Financial Statements and believe that these
statements do not contain any material untrue statements or omit any material fact or certain statements that might be
misleading.

e The CEO and CFO further confirm that Financial Statements together present a true and fair view of the Company's affairs and
are in compliance with applicable laws.

e The CEO and CFO have further certified to the Board that there are, to the best of their knowledge and belief, no transactions
entered into by the company during the year which are fraudulent, illegal or violation of the Company's code of conduct.
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Going Concern

The Board is of the opinion that the Company is indeed a
going concern. This is recognized through appropriate
enquiries and analyses, which establishes that the
resources are adequate to support the operations and
that sufficient business opportunities exist to justify the
organization as a going concern and the Directors
analyse the financial statements accordingly to ensure
that. Hence, the Financial Statements are prepared on a
going concern basis.

Corporate Social Responsibility (CSR)

ACI acknowledges that there is an interrelationship as
well as inter-reliance between responsibility and
commercial interest. The strategic objectives of the
Company and social aspirations are intertwined and
mutually inclusive, which could not be separated or
isolated. In this context, the Board of ACI believes that
good business is good development and vice versa.
Accordingly, our relationship with the society at large is
built on a partnership which strives to achieve common
economic and social goals. Thus, CSR is a central
function of ACI Group and the projects and programs
under CSR are selected on the basis of their relevance to
the Group business, as well as social necessities of
Bangladesh. We are conscious of our responsibilities to
manage a sustainable business organization and at the
same time respect the social aspirations concerning us.

Board of Directors
The Board of Directors of the Company consists of the
following 10 (ten) members having a majority of non-
executive Directors including two Independent Directors:
e Mr. M. Anis Ud Dowla
Chairman
e Dr. Arif Dowla
Managing Director
e Ms. Shusmita Anis
Director
e Mr. Waliur Rahman Bhuiyan, OBE
Director
e Mrs. Najma Dowla
Director
e Mr. Kazi Sanaul Hoq
Director
e Mr. Golam Mainuddin
Director
e Mr. Juned Ahmed Choudhury
Independent Director
e Mr. Abdul-Muyeed Chowdhury
Independent Director
e Ms. Sheema Abed Rahman
Director & Company Secretary

=
Election of Directors

By operation of Article 120 of the Company's Articles of
Association, Mr. M. Anis Ud Dowla, Ms. Sheema Abed
Rahman and Ms. Shusmita Anis retire by rotation at
the 44th AGM and being eligible, offer themselves for
re-election.

Mr. Kazi Sanaul Hog, Managing Director, Investment
Corporation of Bangladesh (ICB) was appointed as
Director in the Board of Directors of the Company under
Article 108 at the 179th Board Meeting held on 23
October 2017. His tenure of office expires at this
44th AGM and, being eligible, he offers himself for
re-election. He has replaced Mr. Md. Iftikhar-uz-zaman
in the Board as per nomination of ICB.

Their brief resume and other information are appended
in the Annexure-III of the report.

Appointment of Auditors

The existing Auditors of the Company, M/s. Rahman
Rahman Hug, Chartered Accountants, retire at this
Annual General Meeting on completion of their audit
works for the year ended on 30 June 2017. They are
not however eligible for reappointment as per BSEC
order No. SEC/CMRRCD/2009-193/104/admin/61,
Dated-July 08, 2015.

M/s. Hoda Vasi Chowdury & Co., Chartered Accountants,
expressed their interest to be appointed as auditors of
the Company for the year 2017-2018 at a fee of Tk.
990,000/~ plus VAT. Accordingly, Board recommends the
appointment to the shareholders of the Company.

Corporate Governance Compliance Status

ACI believes in sustainable business development
through quality assurance, customer focus, innovation,
fairness, transparency and compliance, and continuous
improvement for enriching the quality of life of the
people. It has been the largest conglomerate in
Bangladesh having multinational heritage and good
corporate culture. Corporate Governance at its utmost
has, therefore, long been practiced in ACI. However, the
Board and management of the Company are committed
to continuously strive for the highest standards and
ethics in governance practices with a view to
safeguarding the interest of its shareholders and
innumerable stakeholders as well.

In this connection, we are pleased to confirm that
the Company has meanwhile complied with all the
necessary guidelines under BSEC Notification No.
SEC/CMRRCD/2006-158/134/Admin/44 dated 7 August
2012. The compliance report along with the necessary
remarks/disclosure is appended in Annexure-V of the
Directors' Report for the year ended on 30 June 2017. In
this respect, the Certificate of Compliance required under
Condition # 7 of the Guidelines as provided by M/s. Al-
Mugtadir Associates, Chartered Secretaries, is also
enclosed in Annexure-VI of this report.
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" The People of ACI

The organization places human development and
employee motivation at the forefront. ACI strives to
delight its customers, which has only been possible
because of our capable and passionate workforce.
Providing them an exciting place to work has been
one of the main factors behind ACI's success. We aim
to specialize and improve our training programs each
year and cater to the diverse needs of our people.

Values are the cornerstone of the organization. Our
company values are transparency, fairness, quality,
customer focus, continuous improvement and
innovation. Each year an important challenge is to
align our organizational culture and values with the
thousands of new employees we hire. We have tried
to make our values easier to understand and apply,
through repeated communication in different forms.

Our slogan 'Advancing Possibilities' is our
commitment to contribute to Bangladesh. Strongly
rooted in the people of our company is a compelling
sense of purpose. There has been a desire to
innovate and improve the way we conduct our
activities across the layers of the organization. We
aspire for an inclusive approach to innovation which
allows our people an ambience of excitement.

We have many events and celebrations that bring
various teams together across the organizations. This
includes field force conferences, training events,

On behalf of the Board
Dr. Arif Dowla
Managing Director

Dhaka, 23 October 2017
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factory sports and cultural events day, just to name
a few. These are moments when we take the
opportunity to reaffirm our values and strengthen
our organizational culture.

Acknowledgements

The Board of Directors firmly believes that ACI has
the necessary strengths, resources and commitments
to further propel the Company to newer heights. The
performance of the Company during the period under
review, even with so many challenges confronted,
demonstrates the resolve and determination of the
Board and the employees in the Company. In this
occasion, the Board expresses on record their
appreciation to the partners of ACI, shareowners,
suppliers, customers, bankers, media and all other
well-wishers for their support and patronage to bring
the company to this level. We value their continued
support to fulfill our mission to improve the lives of
people.

Finally, and most importantly, we, on behalf of the
Board of Directors thank the employees of ACI in
factories, depots, and offices, for their untiring
efforts. They have worked hard, against all odds,
uncertainties and adversities and built a stronger ACI
that can create a greater positive impact on the
quality of life of the people.

Abdul-Muyeed Chowdhury
Independent Director
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