Directors' Report to the Shareowners

For the year ended 30 June 2018

Under section 184 of the Companies Act 1994 and Corporate Governance Code as adopted on 3
June 2018 by Bangladesh Securities and Exchange Commission (BSEC).

30 June 2018.

It is a pleasure and privilege on the part of the Board of Directors to present
herewith the Directors’ and Auditors’ Report together with the audited Financial
Statements of Advanced Chemical Industries Limited for the financial year ended

Overview

Financial Year 2017-18 has been a challenging year
for ACI. During 2017-18, Bangladesh Agriculture,
where ACI has significant exposure, suffered due to
severe and prolonged floods across various parts of
the country. Moreover, the company faced an adverse
macroeconomic environment which along with the
effect of floods impacted the performance of the
businesses negatively. However, ACI and its devoted
workforce managed to increase the business by 18%
over the previous year. This performance was the
outcome of a superior commitment of our sales and
marketing team propelled by efficient corporate
services and factories. Most of the businesses
contributed the growth of ACI.

Bangladesh economy grew by 7.9% in FY 2017-18 up
from 7.3% growth in FY 2016-17 maintaining its
momentum, supported by domestic and external
demand. This strong growth was mainly triggered by
industry and service sectors. Annual average CPI
inflation decline to 5.8% in June 2018. Export grew
by 5.8%, while import by 25.2% in FY 2017-18 up
11% from FY 2016-17. Remittance grew 17.9%
during the same period. The current account deficit
increased and reached 3.3% of GDP in FY 2017-18

up from almost 1% in FY 2016-17 due to a widening
trade deficit.

Interest rates were significantly higher than last year.
Exchange rate against US Dollar was unfavourable as
well. Cost of raw material increased significantly.
Transportation cost increased considerably. All these
factors together increased the cost of doing business,
which could not be compensated with corresponding
price increase.

Macroeconomic environment was not as favourable
as the last few years, but ACI continued to improve
its market share and quality of sales across the
businesses. Pharmaceutical business crossed major
hurdles to set up a sales and distribution business in
the US as well as strengthen its exports.
Agribusiness developed satellite based mobile
applications for better understanding of farm
conditions to improve the agricultural output.

Consumer Brands division improved the quality of its
distribution and launched some popular products for
the consumers. Retail division continued to grow and
improve its supply chain. ACI primarily focused on
improving the quality of business in each division
during this economic climate.




Health Care Division

ACI is proud to introduce
the most advanced insulin
delivery system from
Switzerland for the diabetic
patients of Bangladesh
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ACI Pharmaceuticals business had attained a
growth of 9.8% during the financial year 2017-18.
According to IMS report, during this period ACI has
grown by 8.3% against the market growth of
7.7%. For the last 5 years (2014-2018), CAGR of
ACI is 19% whereas, the CAGR of market is 17.3%.
Among the top 10 companies, ACI is one of the
three companies to have gained market share

during the last 5 years.

This outcome was the result of balanced growth of
many brands across different therapeutic classes.
ACI has grown faster compared to market growth
in most of the therapeutic classes. Some significant
areas of market share gain are anti-ulcerant,
insulin, oral anti-diabetic, vitamins & minerals,
anti-hypertensive, anti-asthmatic portfolios. ACI
has enriched its product portfolio over time with
sophisticated formulation technologies, recent &
therapeutically advanced solutions, and widen
physicians’ choice to treat diseases. Among these
biotech, tablet,

products, hormone products, suppositories and

insulin,  bi-layer lyophilized
effervescent formulations have earned a positive

response from customers.

ACI

introduction of 15 new molecules in different

expanded its product range through




therapeutic classes. Most of these new launches
have done well in the market. ACI is proud to
introduce the most advanced insulin delivery
system from Switzerland for the diabetic patients

of Bangladesh.

There has been remarkable growth in export
operations last year. ACI Pharma products have
been exported to 4 new countries (Cote d'Ivoire,
Timor Leste, Nepal, Georgia) and have received
marketing authorizations for more than 69
products in different countries. ACI is continuing
export of Hexicord for saving lives of newborns in

Myanmar and Kenya.

With the vision to build up a healthy nation by
providing quality products and creating hygiene
awareness, ACI has organized nationwide hand
sanitization campaigns with its newly introduced
hand sanitizer-Cleangel. Medical professionals in
this diverse field require to be updated regularly
with modern information, techniques, methods and
concepts to deal with issues and challenges they
come across in the course of their daily clinical
practice. To support this need, ACI has organized

1,810 Continuous Medical Education (CME)
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programs with participation of 90,011 medical
professionals. Evidence Based Medicine (EBM) is a
treatment protocol that aims to optimize decision
making by emphasizing the use of evidence from
well-designed and well-conducted research. ACI
and Evidence Based Clinical Practice Society of
Bangladesh (EBCPSB) jointly organized workshop
titled - “Professional Development Workshop on
ACI also has
conducted different types of hands on training in

Evidence Based Clinical Practice”.

collaboration with Obstetrical and Gynecological
Society of Bangladesh (OGSB). Through these
collaborative programs, ACI continues to improve
the quality of healthcare in Bangladesh.




Consumer Brands Division

Toiletries, Home Care & Hygiene

ACI Consumer Brands has a strong line of toiletry
products that serve many household needs. Savlon
is the heritage brand of ACI Toiletries, has various
sub-categories including Soap, Hand Wash, Antiseptics
Liquid and Cream, Hand Sanitizer and Wipes. Despite
rising competition, Savlon ensured a steady growth in
all of its sub-categories in the year 2017-2018. With
83% market share (As per MRB Household Data) in
antiseptic category, Savlon secured the leading
position in the market, with a growth of 14% in
Antiseptic category, 9% in Bar Soap category, and
29% in Hand Wash category. The Toiletries portfolio
grew by 18% over same period last year.

In FY 2017-2018, International Business experienced
16% sales growth. Colgate has maintained its strong
presence in the market as the third strongest
competitor. Low Calorie Sweetener Equal and
Canderel expanded its product line by introducing new
sucralose based products Canderel Sucralose Jar and
Equal Sucralose Gold. Under the brand name of Equal,
a new sweetener ingredient “Stevia” was introduced
this year. Laser continues to serve the market through
its blade and shaving product range to provide quality
male grooming.

ACI has a leading Pest Control category. ACI Aerosol
has a dominant 94.6% market share. ACI Mosquito
Coil has also contributed in the coil market with 7.6%
market share. On the other hand, the Non-Pest
category has achieved a growth of 42% in Air Care
and 25% in Toilet Care categories.

Hygiene category consists of Female Hygiene, Baby
Hygiene and Protective Care categories. Freedom, the
flagship brand of Sanitary Napkin, is one of the most
successful and trusted brands under Female Hygiene
category, and grew by 30%. Freedom Pregnancy Test
Kits also performed well. Savlon Twinkle Brand was
launched in March 2017 under Baby Hygiene category
which includes Baby Diaper, Baby Feeder and Baby
Wipes. Since the launch of Savlon Twinkle Baby
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Diaper it has managed to create a substantial impact
in the market through its quality and reliability.
ACI Hygiene business is committed to a healthy
Bangladesh by promoting hygienic lifestyle among
the people.

Electrical and Electronics

ACI Electrical Business has continued its aggressive
growth of 54% over last year.

The business is rapidly expanding along with
the consumer demand through innovative product
offerings. Notable among them are the IPS Bulb,
Gang Switch and Sockets under the umbrella brand
SPARKLE.

ACI Electronics representing world-renowned brand
"Panasonic" and homegrown brand "SPARKLE",
maintain its current sales and did not grow. Affiliation
with some new international brands, continuous
improvement in the existing product lines and
improved customer service were the key factors
contributing to this growth. Special focus has been
given on B2B businesses by emphasizing on large
corporate clients who demand high quality after-sales
services.

Paints

The Paint Division attained a 98% sales growth over
same period last year. During the year the business
focused on creating a strong market base in the
paint industry by increasing brand visibility and
demonstrating our capabilities among the target
customers. A new line of super-premium interior
emulsion, Velvet Touch Pearl Glo was launched into
the market as an image-driving brand. A dedicated
team worked closely with reference groups including
architects, engineers, contractors and painters, to
establish our position among them and to work on
landmark projects. Alongside the existing portfolio of
Decorative Paints, one of the core strengths of
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AkzoNobel is their Performance Coatings portfolio.
This includes globally acclaimed Marine, Protective
and Powder Coatings. The business is set to grow as
we strengthen our distribution and launch high quality
innovative products.

Salt

ACI Salt grew in volume but because of price drop
de-grew by 3.4% over last year. ACI Pure Salt
provides people with high quality, premium grade salt
enriched with iodine. ACI Salt is processed through
state-of-the-art Swiss technology, the most modern
vacuum evaporation system which ensures 100%
pure, crystal white, properly iodized and free flowing
edible salt. Consequently, ACI Salt has been awarded
'‘Best Iodized Salt Mills Award - 2017' first prize in
Vacuum Salt category based on brand awareness,
brand image, iodization process, iodine retention,
production process and work environment. ACI Pure
Salt has won the ‘Best Brand Award’ for the seventh
time in a row in the 'Salt' category.

Flour

ACI Flour provides a range of innovative products like
Multigrain Atta, Brown Atta, Parata Maida and Suji Mix
alongside the regular all-purpose flour. ACI Pure
Brown Atta is the market leader in healthy Atta
category. ACI Nutrilife Multigrain Atta is a special
product that provide many health benefits. We
continue to promote this range of products to doctors
and health practitioners. Flour products are becoming
more popular as people are diversifying their diet.
Expertise in procurement, strong distribution channel,
dedicated sales team, innovation in product lines, and
creative market activities are the core competencies
of the business to ensure continued contribution to
the industry.

Foods

ACI Foods attained 6% sales growth in the year
2017-2018 over same period last year.

The business has successfully been able to establish a
strong presence in the market through innovative
product exhibits under its umbrella brands 'Pure’,

'Fun' and 'Xtra Fun'. The Mixed Spices range was
enriched with recipe based packs for making the
cooking simpler. Fun brand was re-branded with the
introduction of new Logo in the packaging of Crackers,
Chanachur and Fried Peas. New range of cakes were
launched under the new brand Xtra Fun produced from
the state-of-the-art automated cake plant at Sirajganj.
Extruder snacks were introduced in different tastes,
shapes and packaging. The new and revamped
products have already garnered a positive reception in
the local market.

ACI Pure Rice and ACI Nutrilife Rice have been
pioneering to set benchmark of quality and healthy rice
for Bangladeshi consumers. With quality production,
superior packaging and distribution excellence, the
Company is successfully catering to the market with a
large basket comprising of Minicate, Paizam, Zirashail,
Nazirshail, Low GI, BR-28, BR-29, Chinigura and
Kataribhog varieties of rice.

Edible Qils

ACI Edible Qil has registered 52% sales growth in the
year 2017-2018 over last year.

The business has been operating under two
homegrown brands, 'ACI Nutrilife Rice Bran Qil' and
‘ACI Pure Soybean Qil and one imported brand, ‘Le
Blanc Premium Sunflower Qil. ACI Edible Qil promises
to deliver high quality through an advanced quality
control system. To cater the growing demand of
health-conscious consumers, the business has
established its own Rice Bran Oil refining plant at
Naogaon in January 2018. ACI Nutrilife Rice Bran Qil
is well recognized as the premium brand to
health-conscious consumers and maintained the
leading position in the rice bran oil market. This
business is poised to grow, particularly in the premium
segment of the edible oil market.
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Agribusinesses Division

Crop Care and Public Health

2017-2018 was a distressful year for ACI Crop Care
business. After several years of good weather in a
row last year the weather was very erratic and
unpredictable. Untimely and excessive rainfall caused
loss of crops, harvesting difficulty and delay in
sowing. Unusual variation in temperature caused
damage to crops.

However, some results were satisfactory. The
business maintained market leadership in Granular
Insecticide and Herbicide categories, recording
excellent growth. Granular grew by 24%, Herbicide
grew by 21%, and Liquid insecticide category grew by
33%. Sulphur sales increased by 29%. Despite all
these challenges, Crop Care turnover increased by
9%, a commendable achievement of the field force.
ACI's strong distribution network has been further
expanded for better penetration to reach crop care
products to farmers in remote areas. The business
worked with NGOs in remote char and hawor areas
and helped in introducing appropriate agronomic
practices to the local farmers.

To further intensify the crop protection
solutions across the country ACI Crop Care has
collaborated with the flagship program of Digital
Bangladesh - 'Access to Information Program - A2i'.
This collaboration has opened 10000+ windows of
opportunity for our products by promoting them to
the Union Digital Centers (UDC) of A2i.

ACI Crop Care, with the mission of enriching the life
of the farmers is aiming towards establishing a huge
footprint in the crop protection industry by bringing
new generation micro granule products which are
low dosed, highly efficient and less toxic. The
business strives to further the goal of
environment-friendly sustainable
agriculture.

Fertilizer

ACI Fertilizer achieved a 35% growth during the
reported year 2017-2018. All the sub categories have
contributed to accomplish this growth. The business
has maintained leading position in Soil health and
Micronutrients by ensuring good services to channel
partners.

ACI Fertilizer enriched its portfolio with new
innovative products. One noteworthy success was the
launching of "Ratno" NPKS fertilizer that provides
balanced support to the soil for sustainable
agriculture. The business has introduced Ready-mix
Soil, which has the prospect of creating a green
movement among city dwellers. They have also
initiated soil diagnosis services to create awareness
and understanding among farmers.

ACI Fertilizer is working in collaboration with BRRI
(Bangladesh Rice Research Institute) to develop
eco-friendly organic fertilizer for paddy, to reduce the
usage of TSP and Urea in agriculture. ACI Fertilizer is
committed to ensure balanced plant nutrition for
higher productivity and long term sustainable
agriculture in Bangladesh.

Seed
ACI Seed attained a growth of 33% during the
reported year 2017-2018.

ACI Seed has concentrated on hybrid product
varieties. The business introduced a successful hybrid
rice variety and a maize variety. In addition, nineteen
vegetable crops have been launched. ACI Seed has
attained a strong position in the commercial seed
sector by selling approximately 4500 MT of hybrid
and inbred rice seed.

ACI R&D has commercialized new varieties of
vegetables and established an R&D facility for
vegetable research at Gazipur. A Plant Tissue
Culture Lab has been established for disease free
potato seed production.
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Seed germinator has been introduced to ensure the germination
of seed during adverse weather conditions.

ACI Seed business has been working with International Rice
Research Institute (IRRI) in a Public Private Partnership (PPP)
project to develop modern varieties suitable for Bangladesh. The
business has also entered into an agreement with Bayer Crop
Science to sell a registered Boro rice variety. During this year,
seed business has produced 71% of total marketed seeds through
7200 contract growers. ACI Seed is continuously striving to
develop and deliver good quality seed to the farmers of
Bangladesh.

Motors

The business has once again recorded a high growth of 46% in
terms of revenue over same period last year. The business
operates in three major areas, namely Agri-Machineries,
Construction Equipment and Yamaha Motorcycles. All the business
areas contributed to this remarkable performance.

By achieving an annual growth of 55%, ACI Motors Tractor brand
Sonalika has been able to maintain the market leadership. ACI's
Mini Combined Harvester performed well in the Agri-machineries
portfolio. The business has added a brand new segment of
construction equipment in its existing portfolio keeping in mind
the construction boom in the country.

The motorcycle business has been very successful last year. In
Yamaha Motorcycles, extensive customer engagement programs
have been undertaken throughout the year to create awareness in
the social media, and attract new customers through brand
visibility. These programs include safe riding awareness campaign,
Guinness World Record for Logo Creation through Motorcycle and
Bike Carnival. A high quality customer centric service has been
provided to create customer delight and loyalty through all of the
business segments.

ACI Motors is expanding rapidly in different areas of motor
vehicles with very strong growth prospects.
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Animal Health

ACI Animal Health business achieved 14% growth in
2017-2018.

The business operates under distinct portfolios of
Cattle, Poultry, Animal Biologics and Aqua. The Cattle
portfolio has grown by 22%. The Poultry portfolio of
the business was, however, adversely affected by
reduction of overall poultry population during the
second half of the year coupled with the low price of
poultry products.

In spite of the supply crisis of Animal Biologic
Products, Aqua portfolio of the business attained a
growth of 249%. This portfolio introduced Oloid
technology in Bangladesh. We have also established
digital lab for farmers. Concentration was given
to improve fish productivity through direct
communication with fish farmers, providing them
with high quality technical services. ACI Animal
Health is working to set up an artificial insemination
in collaboration with the regulatory authorities of

Bangladesh to develop the sector.

With the improvement of the poultry market situation
and increased availability of vaccine products, ACI
Animal Health is poised to contribute more to develop
the Animal Health sector and reduce the per capita
protein consumption gap in Bangladesh.

Agrolink

ACI Agrolink has achieved a growth of 95%. The
business linkage
opportunities for farm output. ACI Agrolink has
expanded its horizon of business into food and
non-food category. In food category, it has initiated
trading in rice, egg, live chicken, pulses and jute.
With an objective to add value to farmer’s crop, the

strives to provide market

company is also exploring opportunities in shrimp
and other aquatic crops.

Premiaflex Plastics

During FY 2017-2018, Premiaflex Plastics grew by
23% over same period last year. The business is
specialized in manufacturing and marketing of plastic
products, flexible packaging, consumer plastics and
other associated businesses.

Premiaflex Plastics has earned a high customer
loyalty through the use of best quality raw materials
and continuous development of innovative products.
Its factory is equipped with state-of-the-art Quality
Control Laboratory with 24 different quality testing
equipments. The business has reduced the customer
cost by eliminating the need for cylinders using new
technology.

As part of technological extension, the business
has introduced a Central Impression Flexographic
printing which is very first of its kind in Bangladesh.
Introduction of Lami Tube production and Label
Sticker was also a contributing factor that enabled
the business to enjoy distinct competitive advantage
in the flexible packaging industry.

The business has expanded to premium category of
consumer plastic products under its new business
unit called "Consumer Engineering Plastics Limited
(CEPL)". Soon after the launch CEPL, with its
homegrown brand ‘Premio Plastics’ was able to win
the trust of the trade partners through its superior
design and quality. The business is on its way to gain
market share through customer interactions, dealer

engagement programs and marketing campaigns.
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Retail Chain Division

ACI Logistics, best known for its brand of retail
superstores "Shwapno”, is currently operating through
its 73 outlets across the major urban areas of
Bangladesh. With a market share of 47%, "Shwapno"
has become the market leader of the modern trade
industry.

Having outlets at every major location, Shwapno
has become a household brand serving 35,000+
customers every day with a wide assortment of raw
and packed food products, household items, daily
necessities and fashion products.

Shwapno has entered into the e-commerce business in
2017 with the launch of Shwapno.com. With a steady
growth the e-commerce business has now a coverage
all around the Dhaka Metropolitan. ACI Logistics have
also ventured in backward integration projects to work
closely with the manufacturers and farmers around the
country. Shwapno launched its first batch of Private
Label Brands, which now includes 148 products in its
assortment.

ACI Logistics, as the first retailer in South East Asia

continues to work with Global G.A.P., the leading
private sector body addressing the crucial objectives of
ensuring safe, sustainable agriculture worldwide. With
assistance of development partners, ACI Logistics had
also been working closely with the farmers to improve
crop traceability. This helps Shwapno to ensure safety
in all stages of the supply chain, starting from the
production process.

Being the market leader of the retail sector, Shwapno
has continued to win the Best Brand award in the
Retail Category by Kantar Millward Brown and
Bangladesh Brand Forum for two consecutive years,
2016 and 2017. Shwapno has won two Gold awards for
print and TVC category in the "Com Awards — 2017". It
has also been recognised as a "Superbrand" by
Superbrands Bangladesh. With these achievements
and many more recognitions, Shwapno is on its course
national brand

to establish itself as a powerful

capturing the hearts of thousands of consumers.




Joint Venture Companies

ACI Godrej Agrovet Private Limited

ACl Godrej Agrovet Private Limited is a 50:50 joint venture company of Advanced Chemical
Industries Limited, Bangladesh and Godrej Agrovet Limited, India. ACI-GAPL is in the business of
manufacturing and selling a variety of Animal feeds (Poultry, Aqua and Cattle feed) as well as
Day Old Chicks (DOC). ACI-GAPL’s innovative products are developed at "Nadir Godrej Centre for
Animal Research and Development" and tested through many scientific field trials to deliver
improved livestock yields in the areas of Poultry, Fishery and Cattle farming in a sustainable
manner.

The poultry breeding business is modernized with full automation technology into environment
controlled sheds (EC). The 1st phase has been completed with successful trial placement and
2nd phase project work is ongoing. ACI-GAPL is also planning to establish a state-of-the-art
Research & Development Center locally in Bangladesh to add more value to the customers.

Tetley ACI (Bangladesh) Ltd.

Tetley ACI (Bangladesh) Limited is a private company limited by shares and is a joint venture
(50:50) between Advanced Chemical Industries (ACI) Limited and Tata Global Beverages
Overseas Holdings Limited, UK. The principal activities of the Company are tea blending,
packaging and selling in Bangladesh.

The Company continues to deliver a good growth in both revenue and margin over the past few
years. For the year 2017-18 Tetley ACI (Bangladesh) Limited delivered 17% growth over last
year which is more than double the category growth.

During the year, Tetley ACI (Bangladesh) Limited expanded its portfolio with a new launch ‘TATA
Tea Gold’ which contains 15% imported Orthodox long tea leaves. These leaves open once inside
Hot Water, releasing a natural aroma ‘for a never before’ cup experience. This reflects our
commitment to give a world-class tea drinking experience to the Bangladeshi consumers.

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. 1,380 Million in the
financial year ended 31 March 2018. During the year under review, the company has
commenced commercial production of Gulabari 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 2018, total revenue of ACI Limited was Taka 21,387 million which was
Taka 18,306 million for comparative year. The gross profit margin has reduced to 43.21% in the
current year from 44.77% of last comparative year due to higher proportionate sale of low margin
products. In the current year, operating profit was Taka 1,676 million and profit after tax (PAT) was
Taka 1,317 million resulting into Earnings per Share Taka 27.33.

Key Operating & Financial Information at Glance

The key operating and financial information for the year 2017-18 along with the preceding five and
half years are presented below:
Figures are in million (BDT)

Margins

Gross Profit Margin
44.84% 44.77%
41.98% 42.99% 43.21%
39.85%
37.09%

Profit After Tax Margin
seav T15% 772%  731% 858%  g7000 g 60

2012 2013 2014 2015 Jun-16 2016-17 2017-18

July 2017- | July 2016- | June 2016 | December | December December | December
Particulars June 2018 | June 2017 | (six month) 2015 2014 2013 2012
Net Turnover 21,387 | 18,306 7,941 | 14,567 | 12,319 | 10,684 9,680
Gross profit 9,242 8,196 3561 | 6,262 5171 | 4,258 3,590
Profit before tax 1,658 1,674 925 3,934 1,272 1,014 737
Profit after tax 1,317 1,244 680 3,184 951 764 545
Earnings per share (Taka) 27.33 25.80 15.51 72.72 24.02 | 2227 19.11
Issued & paid capital 482 438 398 398 344 286 238
Shareowners' equity 14,300 | 12,992 11,949 | 11,715 6,607 5,637 5,081
Net asset per share (Taka) 296.66 | 269.54 | 299.96 | 294.08 | 192.09 | 197.23 | 213.73
Number of employees 9,053 8,364 7,275 7,090 6,930 | 4,955 4,560
Total contribution to National Exchequer 3,625 3,302 1,340 2,626 2,158 2,166 1,853

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:

Particular

2017-2018

2016-2017

Un-appropriated profit

8,554,066,771

7,828,397,708

Add: Net profit after tax

1,317,431,981

1,243,546,536

Total profit available for appropriation

9,871,498,752

9,071,944,244

Appropriation of profit:
Interim dividend:

Cash Dividend - 298,775,468
Final Dividend Proposed:

Cash Dividend 554,328,073 175,281,604

Stock Dividend 16,870,854 43,820,401
Less: Total dividend 571,198,927 517,877,473

Balance carried forward 9,300,299,825 8,554,066,771

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 @115% i.e. Taka 11.50 per share
and 3.5% as stock dividend for the year ended 30 June 2018 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 15 November 2018. During the period under review, no bonus share
or stock dividend has been recomended by the Board of directors of the company as interim
dividend.

Contribution to the National Exchequer

For the year ended 30 June 2018, the company contributed Tk. 3,625 million to the National
Exchequer in the form of corporate tax, custom duty and Value Added Tax (VAT). This
is equivalent to 16.95 Percent of the Company’s net sales revenue for the year ended
30 June 2018.

Turnover Profit after tax
(Taka in Million) (Taka in Million)
21,387 1,317

18,306 1,244

2016-17 2017-18 2016-17 2017-18

Annual Retained Earnings
(Taka in Million)

2.686

2,119

680 726 746
463 592
A AN

2012 2013 2014 2015 Jun-16 2016-17 2017-18
(6 Month)

Dividend
(Taka in Million)

571
408 18

2012 2013 2014

Jan'l5 - 2016-17 2017-18
Jun'l6
(18 months)
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Cost of Goods Sold and Profit Margins

For the year ended 30 June 2018, cost of goods sold
was Taka 12,145 million which was Taka 10,110
million for comparative year. This has been due to
price hike of raw material in international market and
adverse volume variance in various product mix.
However, we have been able to generate gross profit
margin of 43.21% (Taka 9,242 million) during the
year ended 30 June 2018 as against 44.77% (Taka
8,196 million) during comparative year. Despite a
growth in gross profit, the PAT percentage was 6.16%
due to increased administrative, selling and
distribution expenses and higher financing costs.

Financial Results - ACI Group

For the year ended 30 June 2018, consolidated
revenue was Taka 56,123 million which was Taka
47,668 million for comparative year. On the other
hand, the consolidated gross profit margin has
decreased to 28.27% in the current year from
29.59% of last comparative year due to price hike of
raw materials, packing materials and finished goods
in the global market. Moreover significant currency
devaluation and adverse volume variance also
impacted to a large extent.

In the current year, the consolidated operating profit
was Taka 3,245 million and group PAT was Taka 517
million resulting into consolidated Earnings per Share
Taka 10.73 in the current year.

Related Party Transactions

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 - 40 of the
Financial Statements.

Disclosure on Significant Variation in
Annual Financial Statements

As a stand-alone Company, ACI has a reasonable
growth both in Revenue and Profit which is self-
clarifiable from the Separate Profit or Loss Account.
However, as a Group the Company has registered a
significant de-growth in Consolidated Profit during
the reported financial year as reflected in the
Consolidated Profit or Loss statement.During the
reported financial year, the Gross Margin has
decreased to 69.78% from 70.43% due to price hike
of raw materials of some of businesses especially
pharmaceutical, crop care and packaging businesses.
Several businesses of the Group are adversely
affected by both external and internal events e.g.
withdrawal of import duties led to huge importation of
rice that impacted rice processing business, start-up
cost of new product launch (baby diaper),

Page 32 | Annual Report 2017-2018

unfavourable product mix in pharmaceutical,
Crop-care and public health businesses, initial set up
and product development cost for HealthCare project.
Besides, media spending, promotional campaign,
intensive trade programmes for brand building
and recruiting additional distribution cadets and
incremental delivery cost for unfavourable conditions
caused by severe and prolonged floods are major
causes of higher operating cost that resulted into
lower profitability. Moreover, profit share from joint
ventures has become less than half of the profit for
the same period last year due to adverse volume
variance resulting from the de-growth of high
contributing SKUs along with increased raw material
prices which was not covered by increase in selling
prices. In addition to the above, the Group incurs
additional financing cost largely because of
incremental working capital requirement to support
Sales growth. Furthermore, upward movement of
interest rate during the financial year reported and
devaluation of local currency against foreign
currency also contributed much to drain away current
year’s profit.

Consolidation of Accounts

Advanced Chemical Industries Limited (ACI Limited)
has 14 (fourteen) subsidiary Companies. 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
(1ASs)/IFRSs adopted by Bangladesh. However,
separate reports including the audited financial
statements, auditors’ and directors’ report for all
subsidiary companies are provided at the respective
section of this report.

Segment-wise performance

Segment-wise performance has been shown in
Note-7(ii) of the notes to the accounts of the financial
statements.

Risk and Concern

The Company is aware of the different risks
associated with doing business and is prepared to
counter those risks through systematic approach.
However, business may be affected by risks and
uncertainties presently not known to us or that we
currently believe to be immaterial. Financial risks
management has been disclosed in the Note - 35 of
the Financial Statements.

Extraordinary Gain/Loss

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



Utilization of Proceed (Public Issue)

No proceed has been raised by the Company through
public issue, right issue and any instruments during
the year under review. And, the financial results of
the Company have continued to grow as reflected in
the annual financial statements of the Company.

Preparation and Fair Presentation of
Financial Statements

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.

Books of Accounts

The books of accounts of the Company have been
maintained in accordance with provisions of the
Companies Act 1994.

Accounting Policies

Appropriate  accounting policies have been
consistently applied in preparation of the Financial
Statements and that the accounting estimates are
based on reasonable and prudent judgment.

Application of IASs or IFRSs to the
Financial Statements

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

Internal Control

Internal Control Policies in ACI is designed to ensure
operational efficiency, reliable financial reporting and
sound governance within and outside the Company.
Accordingly, the Board of Directors of the Company is
of the opinion that the system of Internal Control is
sound in design and has been effectively
implemented and monitored.

Declaration/Certification of CEO & CFO

The declaration or certification by the Chief Executive
Officer (CEO) and the Chief Financial Officer (CFO) to
the Board of the Company as prescribed under the
Codes of Corporate Governance issued by Bangladesh
Securities and Exchange Commission is disclosed in
Annexure - 1V of this report.

Management Discussion & Analysis

The discussion and analysis duly signed by the
Managing Director of the Company presenting,
among others, the detailed analysis of the company’s
operations, financial position, performance, risk and
concern, accounting policies & estimation to the
financial statements any changes thereof have been
disclosed in Annexure 111 of this report.

Board of Directors

The Board of Directors of the Company consist of 10
(Ten) members including 2 (two) Independent
Directors. The majority of members of the Board are
non-executive. The list and details of Directors are
available under the ‘Directors Profile’ of this report.

Re-election of Directors

By operation of Article 120 of the Company's Articles
of Association, Mrs. Najma Dowla, Mr. Waliur Rahman
Bhuiyan, OBE and Mr. Golam Mainuddin retire by
rotation at the 45th AGM and being eligible, offer
themselves for re-election. The brief resume along
with required information of the re-elected directors
are available under the ‘Directors Profile’ of this
report.

Appointment of Independent Director

Mr. Abdul-Muyeed Chowdhury and Mr. Juned Ahmed
Choudhury have completed their 6-year term as
Independent Directors of the Company on 28 May
2018. Accordingly, the Board of Directors of the
Company has appointed Mr. Kamran Tanvirur Rahman
and Mr. Adil Husain in their places as Independent
Directors of the Company for an initial tenure of three
years with effect from 29 May 2018 and 22 July
2018, respectively. Mr. Kamran Tanvirur Rahman has
also been appointed as Chairman of the Audit
Committee. The Board requested the shareholders to
confirm the appointments at their 45th Annual
General Meeting. The brief resume along with
required information of the Independent Director is
available under the ‘Directors Profile’ of this report.

Nomination and Remuneration
Committee (NRC)

In compliance with the Corporate Governance Code,
the Board of Directors of the Company in its meeting
held on 25 October 2018 has constituted a
Nomination and Remuneration Committee as a
sub-committee of the Board with the following
non-executives Directors:

e Mr. Kamran Tanvirur Rahman, Chairman
Independent Director

e Mr. Golam Mainuddin, Member
Director

e Mr. Waliur Rahman Bhuiyan, Member
Director

Mr. Monower Ahmed of ‘Monower Associates’, a
reputed HR Specialist will act as the ‘Advisor’ to the
NRC and Mr. Mohammad Mostafizur Rahman, the
Company Secretary will act as the ‘Secretary’ of the
NRC. A detailed Terms of Reference (ToR) of the NRC
has also been approved by the Board. However, NRC
policy, evaluation criteria and activities will be
disclosed in the next annual report.
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Board Meeting & Attendance

During the financial year 2017-2018, a total number
of 5 (five) meetings of the Board of Directors were
held to transact company’s affairs. The Attendance
record of the Directors are furnished in Annexure-I of
this report.

Remuneration to Directors

During the year, the Company has paid a total of BDT
20,250/- as Board meeting attendance fees. The
remuneration of Directors has been mentioned in
Note - 30 and 40 (a) of the Financial Statements.

Shareholding Pattern

The pattern of shareholding as on 30 June 2018 of
the Company as prescribed by the code of corporate
governance issued by the Bangladesh Securities and
Exchange Commission (BSEC) is furnished in
Annexure-II of this report.

Minority (Non-Controlling) Interest

The Board of Directors ensures that the Company
operates within the limit of its charter supported by
the laws and codes of corporate governance with
regard to the rights of its minority shareholders are
protected from any direct or indirect abusive actions
by, or in the interest of, the controlling shareholders.
However, for contingency, there has been effective
means of redress.

Appointment of Auditors

The existing Auditors of the Company, M/s. Hoda Vasi
Chowdhury & Co., Chartered Accountants, retire at
this Annual General Meeting on completion of their
audit works for the year ended on 30 June 2018.
They are, however, eligible for reappointment as per
BSEC notification. M/s. Hoda Vasi Chowdhury & Co.,
Chartered Accountants, expressed their interest to be
appointed as auditors of the Company for the FY
2018-2019 at a fee of Tk. 9,90,000/- plus VAT.
Accordingly, Board recommends the appointment to
the shareholders of the Company.

Increase of Authorized Share Capital

Considering the overall activities the Board of
Directors of the Company decided to increase its
Authorised capital from BDT 50,00,00,000 (Fifty
Crore) to BDT 150,00,00,000/-(One Hundred Fifty
crore) subject to the approval of shareholders in the
ensuing general meeting and concern regulators.
Necessary formalities or amendments of the
Memorandum and Articles of Association of the
company will be made in due course.

Corporate Governance Compliance Status
ACI believes in sustainable business development

Page 34 | Annual Report 2017-2018

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 requirements under
the Corporate Governance Code adopted by
Bangladesh Securities and Exchange Commission.
The compliance checklist for the year ended 30 June
2018 in this regard is appended in Annexure-V of the
Directors’ Report. However, the Corporate
Governance Compliance Certificate as provided by
M/s. Al-Mugtadir Associates, Chartered Secretaries, is
also enclosed in Annexure-VI of this report.

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. Accordingly, the Financial
Statements are prepared on a going concern basis
and there is no doubt, whatsoever, upon the
Company's ability to continue as going concern.

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.




The People of ACI

Our people are the most important part of the
organization. Creating the right workplace has been
a cornerstone for ACI. Developing a value based
culture and creating a learning organization has been
crucial for ACI’s success.

Our values provide the guiding principles that allow
for delegation, empowerment and decentralization. It
fosters an environment of trust, collaboration and
co-creation. We communicate these values in a
variety of ways to make it operationally relevant
to our people consequently strengthening the
foundation of the company.

Many training programs were available to ACI
employees throughout the year, leading to an
upgradation of knowledge and skills. Network
technology based training programs were also
conducted, increasing our capacity to customize and
retrain.

Several annual events were organized where people
could share the ACI spirit. We had our 25th
anniversary where we brought together Government
leaders, business leaders, suppliers, media, bankers,
well-wishers and employees to celebrate our journey.
We tried to connect to the theme of "A bold new

On behalf of the Board
Dr. Arif Dowla
Managing Director

Dhaka, 25 October 2018

Bangladesh”. This reaffirms our sense of purpose and
shed impetus for "our mission to improve the quality
of life of people".
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Annexure -1
Number of Board Meetings and Attendance of Directors

As per condition no. 1 (5) (xxii) of the Corporate Governance Code 2018 issued by Bangladesh Securities and Exchange
Commission, the number of Board Meetings held and the Attendance by each Director during the Financial Year 2017-2018

are as follows:

Meeting Meeting

Name Position in Board Held Attended Remarks

Mr. M. Anis Ud Dowla Chairman 5 5 =

Ms. Shusmita Anis Director 5 5 =

Mr. Waliur Rahman Bhuiyan, OBE Director 5 3 =

Mr. Juned Ahmed Choudhury Independent Director 5 5 =

Mr. Abdul-Muyeed Chowdhury Independent Director 5 5 =

Mrs. Najma Dowla Director 5 5 =

Mr. Golam Mainuddin Director 5 4 -

Mr. Md. Iftikhar-uz-zaman i 1 Retired on 23-10-2017
Mr. Kazi Sanaul Hog Bl (e ) > 3 Appointed on 23-10-2017
Ms. Sheema Abed Rahman Director 5 4 =

Dr. Arif Dowla Managing Director 5 5 =

e The Board granted leave of absence to the members who were unable to attend Board meetings as per laws.

Annexure - I1
Pattern of Shareholding

As per condition no. 1 (5) (xxiii) of the Corporate Governance Code 2018 issued by Bangladesh Securities and Exchange

Commission, the pattern of shareholding along with name wise details as on 30 June 2018 are as follows:

Condition no. Name of Shareholders Position No. of Shares held
1(5) (xxiii) (a) Parent/Subsidiary/Associated Companies and other related parties:
ACI Foundation N/A 43,89,332
1(5) (xxiii) (b) = Directors:
Mr. M. Anis Ud Dowla Chairman 88,02,840
Dr. Arif Dowla Managing Director 17,36,493
Mrs. Najma Dowla Director 13,32,730
ACI Foundation, Represented By N/A 43,89,332
Ms. Shusmita Anis Director 4,84,140
Ms. Sheema Abed Rahman Director 23,804
Mr. Waliur Rahman Bhuiyan, OBE Director -
Mr. Golam Mainuddin Director -
Investment Corporation of Bangladesh
(ICB), Represented By N/A 51,54,874
Mr. Kazi Sanaul Hoq Director =
Mr. Juned Ahmed Choudhury Independent Director -
Mr. Abdul-Muyeed Chowdhury Independent Director =
Chief Executive Officer, Chief Financial officer, Company Secretary, Head of Internal Audit & Compliance:
Dr. Arif Dowla Chief Executive Officer 17,36,493
Mr. Pradip Kar Chowdhury Chief Financial Officer =
Mr. Mohammad Mostafizur Rahman Company Secretary =
Mr. Amitava Saha Head of Internal Audit
& Compliance -

% of Shares held

9.11%

18.26%
3.60%
2.76%
9.11%
1.00%
0.05%

10.69%

3.60%

1(5) (xxiii) (c) = Executives (Other than Directors, CEO, CS, CFO and Head of Internal Audit & Compliance):

1(5) (xxiii) (d) Shareholders holding 10% or more voting interest in the company:

Mr. M. Anis Ud Dowla Chairman 88,02,840
Investment Corporation of
Bangladesh (ICB) Institution 51,54,874
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Annexure-111
Management Discussion and Analysis

As per condition no. 1 (5) (xxv) of the Corporate Governance Code 2018 issued by Bangladesh Securities and Exchange
Commission, the Management’s Discussion & Analysis are as follows:

Accounting policies and estimation for preparation of financial
statements

The Company follows International Financial Reporting Standards
(IFRSs) and International Accounting Standards (IASs) along with local
regulations applicable for preparation of financial statements. Detall
description of accounting policies and estimation used for preparation of
the financial statements of the Company are disclosed in the notes 4
and 6 to the financial statements.

Changes in accounting policies and estimation

The Company has been following consistent policies and estimation.
There is no such changes in accounting policies or estimation which has
material impact on financial statements.

Comparative analysis of financial performance and financial
position as well as cash flows for current financial year with
immediate preceding five years

Major areas of financial performances and financial position as well as
cash flows with immediate preceding five years are as follows:

Figures in million except ratios and percentage

July 2017 - | July 2016 - | June 2016 | December | December | December | December
Particulars June 2018 | June 2017 | (six month) 2015 2014 2013 2012
Net Turnover 21,387 18,306 7,941 14,567 12,319 10,684 9,680
Gross profit 9,242 8,196 3,561 6,262 5,171 4,258 3,590
Profit before tax 1,658 1,674 925 3,934 1,272 1,014 737
Profit after tax 1,317 1,244 680 3,184 951 764 545
Earnings per share (Taka) 27.33 25.80 15.51 72.72 24.02 22.27 19.11
Issued & paid capital 482 438 398 398 344 286 238
Shareowners' equity 14,300 12,992 11,949 11,715 6,607 5,637 5,081
Net asset per share (Taka) 296.66 269.54 299.96 294.08 192.09 197.23 213.73
Number of employees 9,053 8,364 7,275 7,090 6,930 4,955 4,560
Total contribution to National Exchequer 3,625 3,302 1,340 2,626 2,158 2,166 1,853

The Company has maintained a consistent growth over the analyzed periods as
depicted in the analysis enumerated above.

Comparison of financial performances and financial position as well as
cash flows with peer industry scenario

The Company is diversified business conglomerate having several businesses in
different sectors. Accordingly, the company has no such peer company to draw a
reasonable comparison.

Explanation of the financial and economic scenario of the country and the globe

A broad-based pick-up in economic activity continued in Q4 of FY 2017-18,
supported by strong domestic and external demand. Strong private sector credit
growth together with a rebound in remittance inflows helped boost consumption
demand. At the same time, aided by favorable financing conditions and fiscal
policy supports, both public and private investment picked up during this period,
as reflected in the strong growth of investment-related imports. On the supply
side, the growth momentum received support from the industry and the service
sectors. The agriculture sector activities also remained solid, aided by favorable
weather, higher crop prices, and timely supply of inputs and finance. Real GDP
growth reached 7.86% in FY18, up from 7.28% growth in FY 2016-17.

Headline CPI inflation (point-to-point) moderated to 5.54% in June 2018, driven
by falling food inflation due to a good boro harvest. Average inflation edged down
to 5.78% in June 2018, slightly above the FY 2017-18 target of 5.5%. Non-food
inflation, which was on the rise for more than a year, increased at a faster pace in
the last two months of Q4 of FY 2017-18 and reached 4.87% in June 2018, partly
due to rising global commodity prices and strong domestic demand.

The negative growth in NFA caused by the deficit in overall balance and negative
government borrowings from the banking system resulted in a low growth of
broad money (M2) at 9.24%, well below the FY 2017-18 program target of
13.30%, while private credit growth (16.95%) remained close to the monetary
program (16.80%). Central Bank reduced Cash Reserve Ratio (CRR) by 100 basis
points and repo rate by 75 basis points in April 2018 to moderate any sharp
liquidity tightening and avoid any abrupt increase in interest rates as often
witnessed during market transitions in many developing economies with
segmented markets.

Despite a rebound in exports and strong remittance inflows, the deficit in current
account balance widened to USD 9.78 billion (around 3 percent of GDP) in FY
2017-18, driven mainly by a sharp increase in infrastructure-related imports in
connection with the implementation of government’s mega projects, higher food
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imports due to last year's floods, and rising global commodity prices. However, a
favorable financial account surplus moderated overall balance to a deficit of around
USD 0.7 billion.

The higher growth in overall expenditure against revenue collection led to a higher
budget deficit in Q4 of FY 2017-18. As in the recent past, deficit financing
primarily relied on the non-bank financing sources but bank financing of budget
deficit turned positive in Q4 of FY 2017-18. The capital market witnessed a mixed
trend during Q4 FY 2017-18, as reflected in price indices, market capitalization,
price earnings ratio, and turnover.

While looking in the Global Economy, commodity prices in the global market
continued its rising trend in Q4 of FY 2017-18, supported by both supply and
demand factors, including strong economic activities in the emerging market and
advanced economies. Accelerating growth lifted demand for the commodities,
while some commodities faced supply constraints. Rising geopolitical tension
combined with production cuts increased oil prices. From a regional perspective,
inflation performance followed a mixed trend in South Asia during Q4 of FY
2017-18. Inflation in Sri Lanka fell to 2.5% in Q4 of FY 2017-18 from 2.8%t in Q3
of FY 2017-18. Inflation in India and Pakistan marginally increased to 4.9% and
5.2% in Q4 of FY 2017-18 from 4.3% and 3.2%, respectively in Q3 FY 2017-18.

Risk and concerns issues related to the financial statements, explaining
such risk and concerns mitigation plan of the company

The Company has exposure to the Credit Risk, Liquidity Risk and Market Risk
arising from the financial statements. The detail explanation of risk and concerns
along with the Risk Management Framework are explained in the note 35 to the
financial statements published in this annual report.

The Company has taken sufficient steps and controls effectively consistently round
the year to mitigate the risk and concerns.

Future plan for company’s operation, performances and financial position

The Company has taken all sorts feasible plans, strategy and vision to continue
the operations of the company for foreseeable future. This is relevant to share that
company maintains a periodic action plans along with mid-term and long-term
strategies to maintain the sustainability in its performances and financial position.

Dr. Arif Dowla
Managing Director




Annexure-1V
[As per condition No. 1(5) (xxvi)]

DECLARATION BY CEO AND CFO
Date: 25 October, 2018

The Board of Directors
ACI Limited

Subject: Declaration on Financial Statements for the year ended on 30 June 2018.

Dear Sirs,

Pursuant to the condition No. 1(5) (xxvi) imposed vide the Commission’s Notification No.
BSEC/CMRRCD/2006-158/207/Admin/80 dated 3 June 2018 under section 2CC of the Securities and Exchange
Ordinance, 1969, we do hereby declare that:

(1) The Financial Statements of ACI Limited for the year ended on 30 June 2018 have been prepared in
compliance with International Accounting Standards (IAS) or International Financial Reporting Standards
(IFRS), as applicable in the Bangladesh and any departure there from has been adequately disclosed;

(2) The estimates and judgments related to the financial statements were made on a prudent and reasonable
basis, in order for the financial statements to reveal a true and fair view;

(3) The form and substance of transactions and the Company’s state of affairs have been reasonably and
fairly presented in its financial statements;

(4) To ensure above, the Company has taken proper and adequate care in installing a system of internal
control and maintenance of accounting records;

(5) Our internal auditors have conducted periodic audits to provide reasonable assurance that the established
policies and procedures of the Company were consistently followed; and

(6) The management’s use of the going concern basis of accounting in preparing the financial statements is
appropriate and there exists no material uncertainty related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern.

In this regard, we also certify that: -

(i) We have reviewed the financial statements for the year ended on 30 June 2018 and that to the best of
our knowledge and belief:

(a) these statements do not contain any materially untrue statement or omit any material fact or contain
statements that might be misleading;

(b) these statements collectively present true and fair view of the Company’s affairs and are in
compliance with existing accounting standards and applicable laws.

(ii) There are, to the best of knowledge and belief, no transactions entered into by the Company during the
year which are fraudulent, illegal or in violation of the code of conduct for the company’s Board of
Directors or its members.

Sincerely yours,

7 L L

Dr. Arif Dowla Pradip Kar Chowdhury
Managing Director Chief Financial Officer
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Annexure-V

Status of Compliance with the Corporate Governance Code (CGC)

[As per condition No. 1(5) (xxvii)]
Status of compliance with the conditions imposed by the Commission’s Notification No. SEC/CMRRCD/2006-158/207/Admin/80 dated 3 June 2018

(Report under Condition No. 9)

Condition Title Status Remarks
No. Complied | Not Complied
1(2) The number of Board members shall not be less than 5 (five) and .
Complied

more than 20 (twenty);
1(2)(a) At least one-fifth (1/5) of the total number of directors shall be Complied

Independent Directors (1D);

i 0,

1(2)(b)(i) IDs do not hold any share or holds less than 1% shares of the total oyl

paid-up shares of the Company;

1(2)(b)(ii) | ID is not a sponsor and not connected with any sponsor or director
or nominated director or shareholder or any of its associates, sister
concerns, subsidiaries and parents or holding entities who holds one Complied
percent (1%) or more shares of the total paid-up shares and his or
her family members shall not hold above mentioned shares;

1(2)(b)(iii) | ID has not been an executive of the company in immediately

preceding two financial years; Complied
1(2)(b)(iv) | ID does not have any pecuniary or otherwise relationship with the Complied

company or its subsidiary/associated companies; P
1(2)(b)(v) | ID is not a member or TREC holder, director or officer of any stock el

exchange;

1(2)(b)(vi) | ID is not a shareholder, director excepting independent director or
officer of any member or TREC holder of stock exchange or an Complied
intermediary of the capital market;

1(2)(b)(vii)| ID is/was not a partner or an executive of company’s audit firms
engaged in Statutory Audit or Internal Audit or Special Audit or Complied
Compliance Certification of the Codes during preceding three years;

1(2)(b)(viii) | ID shall not be independent director in more than five listed

Complied
companies;
1(2)(b)(ix) | ID has not been convicted by a court of competent jurisdiction as a Complied
defaulter in payment of any loan or any advance to a bank or NBFI;
1(2)(b)(x ID has not been convicted for a criminal offence involving moral
@ b)) _ g —
turpitude;
1(2)(c Appointment of ID shall be done by Board and approved b
@@ pp _ y pp y il
shareholders in the AGM;
1(2)(d) The position of IDs cannot remain vacant for more than ninety days; Complied
1(2)(e) The tenure of office of an ID shall be for Three years, which may be Complied
extended for One tenure only;
1(3)(a) ID shall be a knowledgeable individual with integrity who is able to
ensure compliance with financial, corporate laws, regulatory Complied

requirements and can make meaningful contribution to the business;

1(3)(b)(i) ID is a Business Leader who is/was a promoter or director of an
unlisted company having minimum paid-up capital of One Hundred
million or any listed company or a member of any national or Complied
international chamber of commerce or business association;
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Condition . Status
Title : ; Remarks
No. Complied | Not Complied
1(3)(b)(ii) | ID is/was a Corporate Leader as top level executive as adopted by
the code and a candidate with equivalent position of an unlisted & -
company having minimum paid up capital of Tk. 100.00 million or of omplie
a listed company;
1(3)(b)(iii) | ID was Former official of government in the position not below 5th
Grade of the national pay scale and educational background of Complied
bachelor degree in economics or commerce or business or law;
1(3)(b)(iv) | ID is/was University Teacher who has educational background in Comblied
Economics or Commerce or Business Studies or Law; P
1(3)(b)(v) | ID is/was a professional or an advocate practicing in the HCD of
Bangladesh Supreme Court or a CA,CMA, CFA, CCA, CPA and CS or Complied
equivalent qualification;
1(3)(c) The ID shall have at least Ten years of experiences in any field Complied
mentioned in clause (b); S
1(3)(d) Special cases for relaxing qualifications or experiences with prior Complied
approval of the Commission; o
1(4)(a) Chairman of the Board and the Chief Executive Officer of the
companies is different individuals having clearly defined their Complied
respective roles and responsibilities by Board;
1(4)(b) Chairperson of the Board and the MD and/or CEO of the company .
i o Complied
shall be different individuals;
1(4)(c) Chairperson elected from among the non-executive directors of the Complied
company;
1(4)(d) The Board clearly defined respective roles for Chairman and the Complied
Managing Director;
1(4)(e) In absence of Chairman, the remaining members may elect one from
non-executive directors as Chairperson for that particular Board's Complied
meeting;
1(5)() An industry outlook and possible future developments; Complied
1(5)(ii) Segment-wise or product-wise performance; Complied
1(5)(iii) Risks and concerns including internal and external risk factors, Complied
threat to sustainability and negative impact on environment, if any;
1(5)(iv) A discussion on Cost of Goods sold, Gross Profit Margin and Net Complied
Profit Margin, where applicable;
1(5)(v) A discussion on continuity of any extraordinary activities and their Complied
implications (gain or loss);
1(5)(vi) A detélled discussion and statement on related party oyl
transactions;
1(5)(vii) A statement of utilization of proceeds raised through public issues, Complied
rights issues and/or any other instruments;
1(5)(viii) An explanation if the financial results deteriorate after the company
goes for Initial Public Offering (IPO), Repeat Public Offering (RPO), Complied
Rights Share Offer, Direct Listing, etc.;
1(5)(ix) An explanation on any significant variance between Quarterly Complied
Financial performances and Annual Financial Statements;
1(5)(x) A statement of Directors remuneration;
Complied
Contd.
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Condition Title Status Remarks
No. Complied | Not Complied
1(5)(xi) A statement on fair preparation of the financial statements by the )
management of the issuer company; Complied
1(5)(xii) A statement that proper books of account of the issuer company Complicd
have been maintained;
1(5)(xiii) A statement that appropriate accounting policies have been
consistently applied in the financial statements and that the Complied
accounting estimates are based on reasonable and prudent
judgment;
1(5)(xiv) IAS / BAS / IFRS / BFRS, as applicable in Bangladesh, have been
followed in preparation of the financial statements and any Complied
departure there-from has been adequately disclosed;
1(5)(xv) A statement that the system of internal control is sound in design Complied
and has been effectively implemented and monitored;
1(5)(xvi) A statement with regard to the protection of minority shareholders Complied
from abusive actions of controlling shareholders; P
1(5)(xvii) | A statement that there is no significant doubt upon the issuer Sl
company'’s ability to continue as a going concern;
1(5)(xviii) | An explanation that significant deviations from the last year’s
operating results of the issuer company shall be highlighted and Complied
the reasons thereof shall be explained;
1(5)(xix) Key operating and financial data of at least preceding 5 (five) years Complied
shall be summarized; .
1(5)(xx) An explanation on the reasons if the issuer company has not Complied
declared dividend (cash or stock) for the year;
1(5)(xxi) Board’s statement to the effect that no bonus share or stock Complied
dividend has been or shall be declared as interim dividend;
1(5)(xxii) | The total number of Board meetings held during the year and Complied
attendance by each director;
1(5)(xxiii)(a) | Parent / Subsidiary / Associated Companies and other related parties Complied
(name wise details); -
1(5)(xxiii)(b) | Directors, Chief Executive Officer, Company Secretary, Chief
Financial Officer, Head of Internal Audit and their spouses and minor Complied
children (name wise details);
1(5)(xxiii)(c) | Executives; Complied
1(5)(xxiii)(d) | Shareholders holding ten percent (10%) or more voting interest in ol
the company (name wise details);
1(5)(xxiv)(a) | A brief resume of the director; Complied
1(5)(xxiv)(b) | Nature of expertise in specific functional areas; Complied
1(5)(xxiv)(c) | Names of companies in which the person also holds the directorship Complied
and membership of board committees; s
A Management’s Discussion and Analysis signed by CEO or MD; Complied
1(5)(xxv)(a) | Presenting detailed analysis of accounting policies and estimation for Complied
preparation of financial statements;
1(5)(xxv)(b) | Presenting detailed analysis of changes in accounting policies and
estimation, if any; Complied
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Condition Title Status Remarks
No. Complied | Not Complied
1(5)(xxv)(c) | Presenting detailed analysis of comparative analysis (including
effects of inflation) of financial performance or results and .
) . " ) . . Complied
financial position as well as cash flows for current financial year with
immediate preceding five years explaining reasons thereof;
1(5)(xxv)(d) | Presenting detailed analysis of compare such financial performance
or results and financial position as well as cash flows with the peer Complied
industry scenario;
1(5)(xxv)(e) | Presenting detailed analysis of briefly explain the financial and Complied
economic scenario of the country and the globe;
1(5)(xxv)(f) | Presenting detailed analysis of risks and concerns issues related to
the financial statements, explaining such risk and concerns Complied
mitigation plan of the company;
1(5)(xxv)(g) | Presenting detailed analysis of future plan or projection or
forecast for company’s operation, performance and financial Complied
position, with justification thereof, i.e., actual position shall be
explained to the shareholders in the next AGM;
1(5)(xxvi) | Declaration or certification by the CEO and the CFO to the Board as Complied
required under condition No. 3(3) disclosed as per Annexure-A; P
1(5)(xxvii) | The report and compliance certificate disclosed as per Annexure-B Complied
and Annexure-C;
1(6) Conducting Board meetings and recording the minutes of the
meetings and keeping required books and records in line BSS as Complied
adopted by the ICSB;
1(7)(a) Code of conduct, based on the recommendation of the NRC for the
Chairman of the Board, other board members and Managing Director Complied
of the company;
1(7)(b) Code of conduct as determined by the NRC shall be posted on the on
website of the company; Progress
2(a) Composition of the Board of the subsidiary company; Complied
2(b i i .
(b) Inde.pe.ndent director of the holding company on the Board of the Complicy
subsidiary company;
2(c) Review of minutes of the subsidiary company’s Board meeting by the Complied
holding company’s Board;
2(d) Statement as to the review of minutes of Subsidiary company by the Complied
holding company’s Board; P
2(e) Review of financial statements of Subsidiary company by the Audit Complied
Committee of the holding company;
3(1)(a) The Board shall appoint a MD or CEO, CS, CFO and HIAC; Complied
3(1)(b) The positions of the MD or CEO, CS, CFO and HIAC shall be filled Complied
by different individuals;
3(1)(c) The MD or CEO, CS, CFO and HIAC of a listed company shall not On
hold any executive position in any other company at the same time; PIEFES
3(1)(d) Respective roles, responsibilities and duties of the CFO, the HIAC Complied
and the CS;
3(1)(e) Removal of the MD or CEO, CS, CFO and HIAC with approval of the
Board and immediate dissemination to BSEC and stock exchange(s); .
Complied
Contd.
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Condition . Status
Title - ; Remarks
No. Complied | Not Complied

3(2) The MD or CEO, CS, CFO and HIAC of the company shall attend the Eraelf)
meetings of the Board;

3(3)(a)(i) | Certification of CEO and CFO as to the review of financial
statements with declaration that there is no materially untrue and Complied
misleading statement;

3(3)(a)(ii) | Certification of CEO and CFO as to the true and fair view of the i
financial statements and affairs of the Company’s per applicable Complied
laws;

3(3)(b) Certification of CEO and CFO that to the best of their knowledge and Complied
belief there was no fraudulent, illegal transactions during the year;

3(3)(c) The certification of the MD or CEO and CFO shall be disclosed in the Complied
Annual Report;

4(i) Board Audit Committee (BAC); Complied

4(ii) Nomination and Remuneration Committee; Complied

5(1)(a) BAC as a sub-committee of the Board; Complied

5(1)(b) BAC shall assist the Board of Directors as to the the financial
statements reflect true and fair view of the state of affairs of the Complied
company;

5(1)(c) BAC |§ resp9nsnble to the Board. The duties of the BAC is clearly set Complied
forth in writing;

5(2)(a) BAC is composed of 3 (three) members; Complied

5(2)(b) The Board appointed members of BAC who are non-executive Complied
directors and Chairperson is an ID;

5(2)(c) All members of BAC are “financially literate” and 1 (one) member )
have accounting or related financial management background and Complied
10 (ten) years of such experience;

5(2)(d) Filling of casual vacancy in the BAC; Complied

5(2)(e) The CS shall act as the Secretary of the Committee. Complied

5(2)(f) The quorum of the BAC meeting have not constitute without 1D Complied

5(3)(a) The Board of Directors select 1 (one) 1D as the Chairman of BAC; Complied

5(@3)(b) Election of Chairman of the particular meeting in absence of regular )
Chairperson of BAC recording the reasons of such absence in the Complied
minutes.

5(3)(c) Chairman of the BAC shall remain present in the AGM; Complied

5(4)(a) BAC conducted four meetings in the financial year: Complied

5(4)(b) The quorum of the meeting of BAC constituted in presence of either )
two members including 1D or two third of the members, whichever Complied
was higher;

5(5)(a) Oversee the financial reporting process; Complied

5(5)(b) Monitor choice of accounting policies and principles; Complied

5(5)(c) Monitor Internal Audit and Compliance process to ensure that it is Complied
adequately resourced;

5(5)(d) Oversee hiring and performance of external auditors; Complied

5(5)(e) Hold meeting with the external or statutory auditors for review of
the annual financial statements before submission to the Board for Complied

approval or adoption;
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Condition . Status
Title : : Remarks
No. Complied | Not Complied

5(5)(f) Review with the management, the annual financial statements )
before submission to the Board for approval; Complied

5(5)(9) Review with the management, the quarterly and half yearly Gomplied
financial statements before submission to the Board for approval;

5(5)(h) Review the adequacy of internal audit function; Complied

5(5)(i) Review the Management’s Discussion and Analysis before Complied
disclosing in the Annual Report;

5(5)() Review statement of all related party transactions submitted by the Complied
management;

5(5)(k) Review Management Letters or Letter of Internal Control weakness Complied
issued by statutory auditors;

505)() Oversee the determination of audit fees based on scope and
magnitude, level of expertise deployed and time required for Complied
effective audit and evaluate the performance of external auditors;

5(5)(m) Oversee whether the proceeds raised IPO or RPO or Rights Share
Offer have been utilized per the purposes stated in relevant offer Complied
document or prospectus approved by the Commission;

5(6)(a)(i) | The BAC shall report on its activities to the Board; Complied

5(6)(a)(ii)(@) | The BAC shall immediately report to the Board if any report on Complied
conflicts of interests; P

5(6)(a)(ii)(b)| The BAC shall immediately report to the Board if any suspected or
presumed fraud or irregularity or material defect identified in the Complied
internal audit and compliance process or in the financial
statements;

5(6)(a)(ii)(c) | The BAC shall immediately report to the Board if any suspected
infringement  of laws, regulatory compliances including Complied
securities related laws, rules and regulations;

5(6)(a)(ii)(d) | The BAC shall immediately report to the Board if any other matter Complied
which the Audit Committee deems necessary;

5(6)(b) If any material impact on the financial condition and results of Complied
operation, unreasonably ignored by the management;

5(7) Report on the activities carried out by the Audit Committee,
including any report made to the Board of Directors under condition Complied
5(6)(a)(ii);

6(1)(a) Nomination and Remuneration Committee (NRC) as a sub-committee Complied
of the Board;

6(1)(b) The NRC shall assist the Board in formulation of the nomination
criteria or policy for determining qualifications, positive attributes, )
experiences and independence of directors and top level executive Complied
as well as a policy for formal process of considering remuneration of
directors, top level executive;

6(1)(c) ToR of the NRC shall be clearly set forth in writing covering the areas Complied
stated at the condition No. 6(5)(b);

6(2)(a) The Committee shall comprise of at least three members including Complied
an independent director;

6(2)(b) All members of the Committee shall be non-executive directors;

Complied
Contd.
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Condition
No.

Title

Status

Complied

Not Complied

Remarks

6(2)(c)

Members of the Committee shall be nominated and appointed by the
Board;

Complied

6(2)(d)

The Board shall have authority to remove and appoint any
member of the Committee

Complied

6(2)(e)

In case of death, resignation, disqualification, or removal of any
member of the Committee or in any other cases of vacancies, the
board shall fill the vacancy within 180 (one hundred eighty) days of
occurring such vacancy in the Committee;

Complied

6(2)(F)

The Chairperson of the Committee may appoint or co-opt any
external expert and/or member(s) of staff to the Committee as
advisor who shall be non-voting member, if the Chairperson feels
that advice or suggestion from such external expert and/or
member(s) of staff shall be required or valuable for the Committee;

Complied

6(2)(9)

The company secretary shall act as the secretary of the Committee;

Complied

6(2)(h)

The quorum of the NRC meeting shall not constitute without
attendance of at least an independent director;

Complied

6(2)()

No member of the NRC shall receive, either directly or indirectly, any
remuneration for any advisory or consultancy role or otherwise,
other than Director’s fees or honorarium from the company;

Complied

6(3)(2)

The Board shall select 1 (one) member of the NRC to be Chairperson
of the Committee, who shall be an independent director;

Complied

6(3)(b)

In the absence of the Chairperson of the NRC, the remaining
members may elect one of themselves as Chairperson for that
particular meeting, the reason of absence of the regular Chairperson
shall be duly recorded in the minutes;

Complied

6(3)(c)

The Chairperson of the NRC shall attend the annual general meeting
(AGM) to answer the queries of the shareholders;

Complied

6(4)(2)

The NRC shall conduct at least one meeting in a financial year;

Complied

6(4)(b)

The Chairperson of the NRC may convene any emergency meeting
upon request by any member of the NRC;

Complied

6(4)(c)

The quorum of the meeting of the NRC shall be constituted in
presence of either two members or two third of the members of the
Committee, whichever is higher, where presence of an independent
director is must as required under condition No. 6(2)(h);

Complied

6(4)(d)

The proceedings of each meeting of the NRC shall duly be recorded
in the minutes and such minutes shall be confirmed in the next
meeting of the NRC;

Complied

6(5)(2)

NRC shall be independent and responsible or accountable to the
Board and to the shareholders;

Complied

6(5)(b)()(a)

NRC shall oversee, formulate & recommend to the Board regarding
the level and composition of remuneration is reasonable and
sufficient to attract, retain and motivate suitable directors to run the
company successfully;

Complied

6(3)(b)()(b)

NRC shall oversee, formulate & recommend to the Board regarding
the relationship of remuneration to performance is clear and meets
appropriate performance benchmarks;

Complied

6(5)(b)()(c)

NRC shall oversee, formulate & recommend to the Board regarding
remuneration to directors, top level executive involves a balance
between fixed and incentive pay reflecting short and long-term
performance objectives appropriate to the working of the company
and its goals;

Complied

6(5)(b)(ii)

NRC shall oversee & make report with recommendation to the
Board regarding devising a policy on Board’s diversity taking into
consideration age, gender, experience, ethnicity, educational
background and nationality;

Complied

Annual Report 2017-2018




Condition . Status
Title - - Remarks
No. Complied | Not Complied

6(5)(b)(iii) | NRC shall oversee & make report with recommendation to the Board
regarding identifying persons who are qualified to become directors )
and who may be appointed in top level executive position in Complied
accordance with the criteria laid down, and recommend their
appointment and removal to the Board;

6(5)(b)(iv) | NRC shall oversee & make report with recommendation to the Board
regarding formulating the criteria for evaluation of performance of Complied
independent directors and the Board;

6(5)(b)(v) | NRC shall oversee & make report with recommendation to the Board
regarding identifying the company’s needs for employees at Complied
different levels and determine their selection, transfer or replacement
and promotion criteria;

6(5)(b)(vi) | NRC shall oversee & make report with recommendation to the Board _
regarding developing, recommending and reviewing annually the Complied
company’s human resources and training policies;

6(5)(c) The company shall disclose the nomination and remuneration on
policy and the evaluation criteria and activities of NRC during the year Progress
at a glance in its annual report;

The issuer Company shall not engage its external or statutory
auditors -

7(1)() - to perform the appraisal or valuation services or fairness opinions Complied

of the company.

7(21)(ii) - to perform the financial information systems design and .

. . Complied
implementation of the company.

7(1)(iii) - to perform book-keeping or other services related to the Complied

accounting records or financial statements of the company.

7(1)(iv) - to perform broker-dealer services of the company. Complied

7(1)(Vv) - to perform actuarial services of the company. Complied

7(1)(vi) - to perform internal audit services or special audit services of the Complied

company.

7(1)(vii) - to perform any service that the Audit Committee determines of the Complied

company.

7(2)(viii) - to perform audit or certification services on compliance of

corporate governance as required under condition No. 9(1) of the Complied
company.

7(1)(ix) - to perform any other service that creates conflict of interest of the Complied

company.

7(2) No partner or employees of the external audit firms shall possess any
share of the company they audit at least during the tenure of their Complied
audit assignment of that company; his or her family members also
shall not hold any shares in the said company;

7(3) Representative of external or statutory auditors shall remain present in
the Shareholders’ Meeting (Annual General Meeting or Extraordinary Complied
General Meeting) to answer the queries of the shareholders;

8(1) The company shall have an official website linked with the .

. X Complied
website of the stock exchange;

8(2) The company shall keep the website functional from the date of listing; Complied

8(3) The company shall make available the detailed disclosures on its
website as required under the listing regulations of the concerned Complied
stock exchange(s);

9(1) Compliance Audit certification and its disclosure in the Annual Report; Complied

9(2) Compliance certification professional shall be appointed by the C lied
shareholders in the AGM; el

9(3) The directors of the company shall state, in accordance with the
Annexure-C attached, in the directors’ report whether the Complied
company has complied with these conditions or not;

Contd.
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Annexure-VI

& M*Hlll]tllﬂl‘ Assoeia‘te’ Business Office Phones: 01730 340 340

. Block: D, Road: 8 01552 108 522
Chartered Secretaries & Consultants House # 412, Apartment: 8 ¢-mail : akamugtadir@gmail.com
Bashundhara R/A, Dhaka-1229 VAT Reg : 19041063900
Bangladesh BIN No : 000179575

Report to the Shareholders of
Advanced Chemical Industries Limited (ACI)
on compliance with the Corporate Governance Code

(As required under the BSEC Codes of Corporate Governance)

We have examined the compliance status to the Corporate Governance Code by
Advanced Chemicals Industries Limited for the year ended on 30th June 2018. This Code relates to
the gazette Notification No. BSEC/CMRRCD/2006-158/207/Admin/80 dated 3rd June 2018 of
Bangladesh Securities and Exchange Commission (BSEC).

Such compliance with the Codes of Corporate Governance is the responsibility of the Company. Our
examination was limited to the procedures and implementation thereof as adopted by the Management
in ensuring compliance to the conditions of the Corporate Governance Code. This is a scrutiny and
verification and an independent audit on compliance of the conditions of Corporate Governance as well
as the provisions of the relevant Bangladesh Secretarial Standards (BSS) as adopted by the Institute of
Chartered Secretaries of Bangladesh (ICSB) in so far as those standards are not inconsistent with any
condition of the Corporate Governance Code.

We state that we have obtained all the information and explanations or representations, which we have
required, and after due scrutiny and verification thereof, we report that in our opinion and subject to the
remarks and observations as reported in the attached Compliance Statement:

a) The Company has complied with the conditions of Corporate Governance Code as stipulated in the
above mentioned Corporate Governance Code issued by the Commission.

b) The Company has complied with the provisions of the relevant Bangladesh Secretarial Standards
(BSS) as adopted by the Institute of Chartered Secretaries of Bangladesh (ICSB) as required by this
Code.

¢) Proper books and records have been kept by the Company as required under the Companies Act
1994, the securities laws and other relevant laws, and

d) The standard of governance in the Company is satisfactory.
This report, however, is no endorsement about quality of contents in the Annual Report of the Company
for the year 2017-18.

Al-Muqtadir Associates

a0 By b ol nn e
P ViU Ladil Pl

Dhaka, October 25, 2018 CEO & Chief Consultant
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