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Directors' Report to the Shareowners

For the Financial Year 2016-2017

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
ACI Formulations Limited (ACI FL) for the first fiscal year (1 July 2016 to 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 from
time to time by Bangladesh Securities & Exchange Commission (BSEC).

Despite all the challenges of excessive rainfall and
flooding in large part of the country in two
consecutive seasons, our business of Crop Care
and Public Health (CC & PH) recorded a growth of
16% over the year 2015. This was possible
because of the strategic leadership and untiring
efforts of our sales and marketing team. They
deserve to be acknowledged and appreciated for an
excellent job done.

In the Crop Care business we have modernized our
product range further with the addition of six more
molecules, which are cost-effective and more
environmentally friendly. The new molecules are
being branded and will become winners in their
respective categories. We continue to be the market
leader in Herbicide category. We have retained a
strong position in Fungicide range and overall
gained market share.
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We have introduced a Spraying Service called "Flow
Master" which provides a spraying machine to a
sprayer trained by us, who can be hired by farmers
to spray their crop. This service is expected to take
care of proper application and safety. This is an
initiative under our Corporate Social Responsibility.

Flora is a bio-friendly plant energizer and yield
booster. As we found good response from users we
felt encouraged to setup a Strategic Business Unit to
handle Flora and funded for vigorous branding
campaign. We also created a separate field force for
Flora in 2015. In the first two years, we got a robust
growth in sales of Flora and therefore, planned the
logistics in expectation for similar results.
Unfortunately, the floods in successive seasons
severely curtailed the demand for Flora. We are now
taking several initiatives to address the situation
and take corrective measures. The potential of Flora
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is tremendous and our branding of the product has
been very successful. We will put the required
resources to harness full potential of this product in
the coming seasons and reap the benefit of branding.

Both Crop Care and Flora team of Crop Care business
are present in the field, educating the farmers to
adopt modern agronomic practices for increased yield
of their crop. We are also working with several NGOs
& donor agencies to access the farmers in remote
areas, teaching them modern cultivation technique.
We are also working on A2i project with the
Government at Upazilla level.

The factory of ACI Formulations Limited located in
Gazipur is a fully compliant establishment and is
certified under the ISO 14001 Environmental
Management System. ACI FL is committed to
maintain sustainable environment.

Our Quality Control labs have all the modern
analytical equipments and our Standard Operating
Procedures ensure that the products comply with the

set Standards without exception. We have Health
Safety and Environment policies and we ensure
factory is fully compliant of the highest standards.
We ensure that our employees always wear personal
protective gears while at work.

We toll-manufacture products for SC Johnson of the
USA and AkzoNobel of the Netherlands. We are
meeting their quality and volume of products to their
satisfaction. They conduct technical audit from time
to time and our operations score high in the audit
rating.

During the year we have taken many production-
related improvement measures like automation and
process improvement. These initiatives have reduced
cost and improved productivity.

Our Effluent Treatment Plant meets all the
environment regulations and standards. We process
all waste materials, both solid and liquid, to remove
or breakdown the toxic chemicals. Our residue
disposal protocol meets world-class standards.
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Key Operating & Financial Information at a Glance

The key operating and financial information for the year 2016-17 along with the preceding five
years are presented below:
Figures are in million (BDT)

July 2016- | January 2016 | December | December | December | December | December
Particulars June 2017 | -June 2016 2015 2014 2013 2012 2011
(six month)

Net Turnover 3,629.43 1,625.48 | 3,006.49| 2,908.11| 2,340.43 | 2,581.04| 2,443.66
Gross profit 1,107.81 476.94 |  800.14 738.58 | 584.56| 609.86| 571.86
Profit before tax 356.73 126.64 | 313.11 259.65 172.29| 200.21 197.49
Profit after tax 261.44 90.40 | 235.14 187.62 129.23 149.96 146.85
Earnings per share (Taka) 5.81 2.01 5.23 4.17 2.87 3.33 3.26
Issued & paid capital 450.00 450.00 | 450.00| 450.00 | 450.00| 450.00| 300.00
Shareowners' equity 2,454.80 2,283.36| 2,350.46| 1,805.59| 1,730.47 | 1,713.74| 1,638.78
Net asset per share (Taka) 54.55 50.74 52.23 40.12 38.45 38.08 36.42
Number of employees 1,679 1,489 1,459 1,149 922 921 798
ﬁ"atgt')ﬁg[‘t&tc’ﬁggﬂetr" S64.34|  255.82| 386.64| 246.47| 16558| 170.00| 172.47

Financial Results

For the year ended 30 June 2017, total revenue of ACI Formulations Limited was Taka 3,629.43
million which was Taka 4,631.97 million for 18 month comparative period. The gross profit
margin has increased to 30.52% in the current year from 27.57% of last 18 month comparative
period due to favorable material price variance and higher proportionate sale of high margin
products. In the current year, operating profit was Taka 493.65 million and profit after tax (PAT)
was Taka 261.44 million resulting into Earnings per Share Taka 5.81.

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 year For the eighteen-  For the six-month  For the year
ended month period ended  period ended ended
30 June 2017 30 June 2016 30 June 2016 31 December 2015
Taka Taka _Taka Taka
Un-appropriated profit 696,967,963 527,627,496 606,569,899 527,627,496
Add: Net profit after tax for the period / year 261,436,927 325,540,469 90,398,064 235,142,405
Add: Realization of revaluation reserve - 1,299,998 - 1,299,998
Total available for appropriation 958,404,890 854,467,963 696,967,963 764,069,899
Appropriation of profit:
Interim dividend
Cash dividend 90,000,000 - - -
Final dividend proposed:
Cash dividend 67,500,000 157,500,000 - 157,500,000
Total dividend 157,500,000 157,500,000 - 157,500,000
Balance carried forward 800,904,890 696,967,963 696,967,963 606,569,899

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 @ 20% i.e. Taka 2 per share.

In addition to the above interim dividend, the Board of Directors is pleased to recommend cash
dividend @15 percent on face value of Tk. 10 per share (i.e. Taka 1.5 per share) for the year
ended 30 June 2017 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 is Monday,
13th November 2017.

Contribution to the National Exchequer

For the year ended 30 June 2017, the company contributed Taka 564.34 million to the National
Exchequer in the form of corporate tax, custom duty and Value Added Tax (VAT). This is equivalent to
15.55 percent of the Company's net sales revenue for the year 2016-17.
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Cost of Goods Sold and Profit Margins

For the year ended 30 June 2017, cost of goods sold was Taka 2,521.62 million (69.48% of net revenue) which was Taka 3,354.89 million
(72.43% of net revenue) 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 30.52% (Taka 1,107.81 million) during the year ended 30
June 2017 as against 27.57% (Taka 1,277 million) during 18 month comparative period. Despite a large growth in gross profit margin, the
PAT percentage was 7.2% due to increased administrative, selling and distribution expenses and higher financing costs.

Directors' Declaration as to Statutory Information

In connection with preparation and presentation of the Financial Statements for the year ended on 30 June
2017, 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.
o No significant variance occurs between Quarterly Financial Performance and Annual Financial Statements.

@ During Financial Year 2016-2017, the Company has paid a total of Taka 9,000.00 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 accounts 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.

© The System of Internal control is sound in design and has been effectively implemented and monitored.
© There is no doubt, whatsoever, upon the company's ability to continue as going concern.

© 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 preceding five years is disclosed in the Directors' Report.
© The Company has recommended dividend for the Financial Year 2016-2017.

© During Financial Year 2016-2017, 5 (five) Board meetings were held, which conform the regulatory
requirements which are shown in Annexure - I.

©  Shareholding pattern of the Company as on 30 June 2017 are shown in Annexure - II.
© The profiles of Directors who have sought for appointment/re-appointment are shown in Annexure - IIL.

@ 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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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 FL 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.

Board of Directors

The Board of Directors of the Company consists of
the following 7 (seven) members having a majority of
non-executive Directors including two Independent
Directors:

¢ Mr. M. Anis Ud Dowla

Chairman, Board of Directors

¢ Ms. Shusmita Anis
Managing Director

¢ Dr. FH Ansarey

Director

¢ Dr. Arif Dowla

Director

¢ Mrs. Najma Dowla
Director

¢ Mr. Juned Ahmed Choudhury

Independent Director

¢ Mr. Kamran T. Rahman
Independent Director
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Election of Director

By operation of Article 47 of the Company's Articles
of Association Mr. M. Anis Ud Dowla and Dr. F H
Ansarey retire by rotation and being eligible, offer
themselves for re-election. Their brief resume and
other information are appended in the Annexure-III
of this report as per BSEC notification.

Re-appointment of Independent
Director

The first three-year tenure of the Independent
Director, Mr. Kamran T. Rahman expires on 27 April
2017. Accordingly, the Board in its meeting held on 27
April 2017 has extended his tenure for another term
of three-year with effect from 28 April 2017 as the
Independent Director of the Company as per BSEC
regulations and recommended to the shareholders for
approval in the 21st Annual General Meeting.

Brief resume and other information of Mr. Kamran
T. Rahman is appended in the Annexure-III of this
report as per BSEC notification.

Re-appointment of Managing Director

The tenure of Ms. Shusmita Anis, Managing Director
of the Company, will expire on 29 December 2017.
The Board in its meeting held on 23 October 2017
decided to re-appoint her for a further term of five
years w.e.f. 30 December 2017 and accordingly,
recommended for approval by the shareowners in
the ensuing Annual General meeting. Brief resume
of Ms. Shusmita Anis is appended in Annexure-III of
this report as per BSEC notification.

Appointment of Auditors

The existing Auditors of the Company, M/s. Rahman
Rahman Hugq, 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 Chowdhury & Co., Chartered
Accountants, expressed their interest to be
appointed as auditors of the Company for the FY
2017-2018 at a fee of Tk. 630,000/- plus VAT.
Accordingly, Board recommends the appointment to
the shareholders of the Company.

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 the year
ended on 30 June 2017. In this respect, the
Certificate of Compliance required under Condition #
7 of the Notification as provided by M/s. Al-Muqtadir
Associates, Chartered Secretaries, is also enclosed
in Annexure-VI of this report.

The People of ACI FL

Our Human Resource department is continuously
developing our people by conducting customized

On behalf of the Board

@/Z,%%

Shusmita Anis
Managing Director

Dhaka, 23 October 2017

training programs throughout the year. We empower
our workforce with delegated authority and evaluate
them under a scientific system called Balanced
Score Card and reward them according to their
performance. We acknowledge achievement of
individuals and promote our employees based on
fair and transparent evaluation. ACI FL takes its
social responsibility seriously. Occupational health,
safety and environmental protection are always on
top of our priority list. We aspire to achieve better
results and accordingly set priorities and goals.

Acknowledgements

The Board of Directors firmly believes that ACI FL
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 resolves
and determination of the Board and the employees
in the Company. At this occasion, the Board
expresses on record their appreciation to the
partners of ACI FL, shareowners, suppliers,
customers, bankers, regulators, 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 FL in
factories, depots, offices and other locations across
the country, for their untiring 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.

,W—/M

Kamran T. Rahman
(Independent Director)
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