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Directors' Report to the Shareowners

It is our 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 ACI Formulations 
Limited for the period of 18 month ended on 30th 
June 2016 prepared based on the provision of the 
Finance Act 2015 and Bangladesh Securities & 
Exchange Commission's (BSEC) Guidelines. 

The business environment in 2015 was much more 
peaceful then the previous year and our people could 
move freely to conduct the business and our 
products could be distributed without hindrance.  
Our Crop Care business is particularly vulnerable    
to unrest. This is a business where we take our 
responsibility for customer support seriously. Our 
field staff examine the crops regularly and advise the 
farmers for timely measures to protect the crops 
from pest infestation. We remain in readiness to 
reach the products at short notice to remote corners 
of the country and to fight any unexpected pest 
attack. Therefore, mobility and connectivity are of 
vital importance to us. Our promptness saves crops 
and protects the farmers' investment in the field.

We are happy to report that the overall performance 
of the Company has been commendable, thanks to 
our hard - working employees at all levels who 
deserve the credit. 

In the Crop Care category, the growth has been 
significant though the business faced tremendous 
adverse weather condition in summer. This excellent 

result could be achieved through the hard work and 
dedication of the field force as well as the support 
they received from the marketing staff.

Our market shares in Insecticides, Herbicides and 
Fungicides have improved. We are the market 
leader in Herbicide category. We have improved our 
products range and introduced new molecules which 
are less toxic and applicable in micro dose.

'Flora', a plant growth enhancing agent, was 
promoted vigorously by establishing a separate 
business unit with dedicated sales and marketing 
teams. As a result, we achieved a phenomenal growth 
of 286% by volume. We have many demonstration 
plots throughout the country to show the farmers the 
benefit of using 'Flora' in improving the yield. The 
prospect of further growth in 'Flora' sales in the 
coming years is bright. 

We are educating the farmers in adopting modern 
agronomic practices and getting maximum benefit 
from the inputs they use including seed, fertilizer 
and irrigation. 

ACI Formulations is implementing a set of farmer-
centered welfare projects with a few international 
NGOs through its partnership and Business 

Development Department. These projects are 
operated in many different parts of the country 
including northern remote char islands, southern 
under privileged and so on. We train farmers         
on modern cultivation techniques and quality inputs 
so that they can increase their income from the 
cultivation. To do so, the Business Development 
Department has partnered with different international 
and local development organization. The department 
has also initiated some innovative agri service 
businesses, which will be the first of their kinds in 
Bangladesh.

The Factory of ACI Formulations is located in Gazipur. 
It is well - equipped with modern machinery and 
equipment for the manufacture of Aerosol, Mosquito 
Coil, Agro Chemicals, Sulphur, Paints, etc. We have 
significantly increased our production efficiency 
through revision of operating procedures and 
manpower deployment. There has been improvement 
in yield optimization, energy conservation and 
automation both in toll manufacturing and Crop Care 
businesses.

ACI Formulations has joined hands with world's no. 1 
paint company, Akzo Nobel of the Netherland's for toll 
manufacturing of paints in our factory. The plant has 
been successfully commissioned and production has 
commenced. 

Our parent company ACI Limited divested some 
Brands in their Insect Control and Air Care 
Categories to a US based multinational S.C. Johnson 
& Son who have signed a toll manufacturing 
agreement with us. With this association we should 
be able to benefit from their knowledge and 
expertise in use of advanced manufacturing 
technology. So far we have been able to cope with 
their product requirement without fail. 

Our Effluent Treatment Plant is fully compliant with 
Environmental Regulations. The effluents are 
neutralized fully to ensure that there is no toxicity 
or harmful ingredient after treatment. The treated 
liquid is benign and mostly used for gardening in 
the factory. Solid wastes are burned in a proper 
Incinerator and the gas is passed through a 
scrubber to ensure that the discharge is harmless. 

ACI Formulations is planning to grow faster through 
the use of cutting edge technology, adopting 
winning strategy and proper utilization of resources 
in shaping its business for the future.
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Financial Results
For the six month period ended 30 June 2016, ACI Formulations Limited achieved 39.42 percent 
growth in revenue from its own operation compared to six month period ended 30 June 2015. Total 
revenue increased to Taka 1,625.49 million during six month period ended 30 June 2016 from Taka 
1,165.86 million of same period last year (SPLY) with a net increase of Taka 459.63 million. Higher 
sales volume contributed to increase gross profit by Taka 155.81 million or 48.52 percent over 
SPLY. Profit after tax (PAT) increased by 21.68 percent to Taka 90.40 million from Taka 74.29 
million of comparative period. The growth in PAT was attained mainly by generating higher gross 
profit due to higher proportionate sales of higher margin products. The basic earnings per share 
(BEPS) reached to Taka 2.01 from Taka 1.65 with a 21.68% percent growth over SPLY. 
In 2015, the revenue of the Company increased to Taka 3,006 million from Taka 2,908 million of 
2014, a marginal increase of Taka 98 million from 2014, resulting into 3.37 percent higher revenue 
over last year. Though the revenue of CC&PH business increased by 20.32 percent (Tk 326 million) 
over last year, the revenue of mosquito coil business decreased by 33.98 percent (Tk. 275 million) 
due to market disruption by unauthorized mosquito coil. As a result, Company level revenue 
growth was not as impressive as it was expected. The cost of sales increased by 1.70 percent only 
due to favorable material price variance coupled with effective control in factory cost over 
comparative year. Lower cost of sales aided by higher proportionate sales of higher margin 
products has led to increase gross profit by 8.3 percent over last year. The operating cost 
increased by 0.8 percent only compared to 2014 due to improvement of operational efficiency. The 
financing cost remained at desired level through efficient working capital management and 
enjoying borrowing at lower cost. In 2015, the profit before tax and profit after tax of the company 
were Taka 313.11 million and Taka 235.14 million respectively. Higher growth of gross profit 
alongwith containment of operating and financing costs at desired level contributed to increase 
profit after tax by 25.33 percent over last year. The earnings per share was Taka 5.23 in 2015 as 
against Tk. 4.17 of 2014.

Appropriation of Profit
Considering the financial results of the Company during the year and free reserve carried over 
and in line with following a consistent dividend policy, the Directors recommended appropriation 
of net profit as follows:
	 For the eighteen	 For the six month	 For the year 	 For the year
	 month period ended	 period ended 	 ended	 ended
	 30 June 2016	 30 June 2016	 31 December 2015	31 December 2014
	 Taka	 Taka	 Taka	 Taka
Un-appropriated profit	 527,627,496	 606,569,899	 527,627,496	 475,011,664
Add: Net profit after tax for the period / year	 325,540,469	 90,398,064	 235,142,405	 187,615,832
Add: Realization of revaluation reserve	 1,299,998	 -	 1,299,998	 -
Total available for appropriation	 854,467,963	 696,967,963	 764,069,899	 662,627,496
Appropriation proposed:
Cash dividend	 157,500,000	 -	 157,500,000	 135,000,000
Balance carried forward	 696,967,963	 696,967,963	 606,569,899	 527,627,496

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 is pleased to recommend cash dividend @35 percent on face value of Taka 
10 per share (i.e. Taka 3.5 per share) for the eighteen-month period ended 30 June 2016 to those 
shareowners whose names were appeared in the Share Register of Members of the Company or in 
the Depository list of CDBL on the Record Date which was Thursday, 19th May 2016.

Contribution to the National Exchequer
For the six month period ended 30 June 2016, the Company contributed Taka 255.82 million to the 
National Exchequer in the form of corporate tax, custom duty and Value Added Tax (VAT). This is 
equivalent to 14.48 percent of the Company's gross sales revenue for that period ended 30 June 2016.
During 2015, the company contributed Taka 386.64 million to the National Exchequer in the 
form of corporate tax, custom duty, VAT etc. This is equivalent to 12.19 percent of our gross 
sales revenue for the year 2015.

Cost of Goods Sold and Profit Margins
For the six month period ended 30 June 2016, revenue increased by 39.42 percent whereas COGS 
increased by 35.97 percent over SPLY. This was achieved due to favorable material cost variance 
and stable exchange rate along with high yielding product mixes over the SPLY. In the first six 
month of 2016, additional gross profit was Taka 155.81 million which resulted into 48.52 percent 
growth over comparative period. PAT has increased by 21.68 percent in first six month over SPLY.
In 2015, the revenue of the Company increased to Taka 3,006 million from Taka 2,908 million of 
2014 resulting into 3.37 percent higher revenue over last year. The cost of goods sold to 
revenue was 73.38 percent in 2015 against 74.60 percent of 2014. The improvement in cost of 
goods sold was attained by bringing efficiency in product cost and increasing sales of higher 
margin products over last year. As a result, gross margin ratio increased to 26.61 percent in 
2015 from 25.39 percent of 2014. The operating cost increased by 0.8 percent over 2014 due to 
better control over operations. In 2015, the profit before tax and profit after tax of the Company 
were Taka 313.11 million and Taka 235.14 million respectively. Higher growth of gross profit 
alongwith containment of operating and financing costs at desired level contributed to increase 
profit after tax by 25.33 percent over last year. 
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Directors Declaration as to Statutory Information
In connection with preparation and presentation of the Financial Statements for the 18 month ended on 30 
June 2016, the Directors also report that:

Segment-wise performance has been shown in note - 7 (ii) of the Financial Statements.

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 - 32 of the 
Financial Statements.

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

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 - 36 of the Financial 
Statements.

No IPO or Right issue was made during the year.

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

During the period of 18 month, Company has paid a total of Taka 16,500.00 as Board meeting attendance 
fees. The remuneration of Directors has been mentioned in Note- 28 & Note- 36(b) of the Financial 
Statements.

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

Proper books of account of the Company have been maintained.

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

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

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

The key Financial and operating data for last six years are disclosed at Financial Highlights and Analysis 
(January 2010 to June 2016).

The Company has recommended dividend for the period of 18 month comprising January 2015 to June 2016.

During the period of 18 month, eight Board meetings were held, which conform the regulatory requirements 
which are shown in Annexure - I.

Shareholding pattern of the Company as on 30 June 2016 are shown in Annexure - II.

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

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.

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.

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 period under review, which are fraudulent, 
illegal or violation of the Company's code of conduct.
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(January 2010 to June 2016).

The Company has recommended dividend for the period of 18 month comprising January 2015 to June 2016.

During the period of 18 month, eight Board meetings were held, which conform the regulatory requirements 
which are shown in Annexure - I.

Shareholding pattern of the Company as on 30 June 2016 are shown in Annexure - II.

The profiles of directors who have sought for appointment/re-appointment are shown in Annexure - III.
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illegal or violation of the Company's code of conduct.



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 organisation 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)
CSR is a central function of ACI Formulations and 
the projects and programs under CSR are selected 
on basis of their relevance to the business objectives 
of the Company. We are conscious of our 
responsibility to manage a sustainable business 
organization which requires a strong team to 
manage CSR and at the same time respect the 
social aspirations concerning us.  

Adoption of Fiscal Year as Income 
Year as per Income Tax Ordinance
Pursuant to the provisions of the Income Tax 
Ordinance 1984, u/s-2(35), as amended under 
Finance Act-2015, all Companies (other than Bank, 
Insurance and NBFIs) are required to adopt Fiscal 
Year (i.e. 1st July-30th June) as Income Year or 
Accounting Year with effect from 01 July 2016 to 30 
June 2017. In compliance to this Government 
directive, the Accounting Year of the Company has 
been changed from Calendar Year to Fiscal Year in 
due course of time in a manner as prescribed by the 
National Board of Revenue (NBR) and Bangladesh 
Securities and Exchange Commission (BSEC). To 
give effect to this change, the initial eighteen 
months financial statements ranging from 1 January 
2015 to 30 June 2016 is drawn to be placed before 
the shareowners at the ensuing 20th Annual General 
Meeting of the Company.

Election of Director
By operation of Article 47 of the Company's Articles 
of Association Dr. Arif Dowla and Mrs. Najma Dowla 
retire by rotation and being eligible, offer 
themselves for re-election.

Independent Director and 
Chairman of the Audit Committee
Mr. Juned Ahmed Choudhury and Mr. Kamran T. 
Rahman are the Independent Directors of the 
Company. Mr. Juned Ahmed Choudhury also acts as 
the Chairman of the Audit Committee. The first 
three-year tenure of Mr. Juned Ahmed Choudhury as 
Independent Director expires on 29 October 2015 
and the Board extended his tenure for another term 
of three-years with effect from 30 October 2015 as 
the Independent Director of the Company following 
BSEC guidelines in this regard.

Appointment of Auditors
The existing Auditors of the Company, M/s. Rahman 
Rahman Huq, Chartered Accountants, retire at this 
Annual General Meeting on completion of their audit 
work for a period of 18 months from 1 January 2015 
to 30 June 2016, under regulatory requirement. 
Being eligible, they, however, have offered 
themselves for reappointment for the year 2016-
2017 and the Board of Directors recommend their 
re-appointment for a term until the next Annual 
General Meeting.

Corporate Governance Compliance 
Status
ACI Formulations Limited 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. 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 shareowners 
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 18 months' 
period ended on 30 June 2016. In this respect,     
the Certificate of Compliance required under 
Condition # 7 of the Guidelines as provided by M/s. 
Al-Muqtadir Associates, Chartered Secretaries, is 
also enclosed in Annexure-VI of this report.

The People of ACI FL
ACI Formulations value its employees in the field, in 
office and in the factory, for their loyalty and 
contribution to the success of operations of the 
Company. The employees believe in continuous 
innovative improvement as a way forward what shall 
ensure their competitive advantage over their 
competitors. Fairness and equal opportunity are 
maintained in all aspects of operations of the 
Company. Health and safety measures are 
meticulously followed.

Employees are evaluated for their performance on a 
Balanced Scorecard Matrix, which not only records 
individual contribution towards achieving the results 
but also identifies potentials in individuals for 
training and career enhancement. 
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efforts. They have worked hard, against all odds, 
uncertainties and adversities and built a stronger 
organisation that can create a greater positive 
impact on the quality of life of the people.
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Chairman
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