M.I. Cement Factory Ltd.

REPORT OF THE BOARD OF DIRECTORS
TO THE SHAREHOLDERS

Under section 184 of the companies Act, 1994 and Notification
dated February 20, 2006 from the security and exchange commission;
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Honorable Shareholders ,
Assalamu Alaikum Wa-Rahmatullah,

It is the pleasure of the Board of Directors of M..Cement Factory Limited (The “Company”) to
welcome you to the 17" Annual General Meeting and present their report in the state of the
company's affairs and the audited financial statement of the company for the year ended on 30*
June, 2011,

State of the Company Affairs:

The fiscal year 2010-2011 has been yet another years of impressive growth in the company’s history
in everyway and we succeeded to increase market share and position while maintaining price lead-
ership. Due to its quality strong brand “Crown cement”the company took advantage of the produc-
tion line in Mukterpur to keep up with the market growth. The total income of your company in 2011
has reached to Tk 435,935,820, showing an increase of about 31.26% over the previous year. By
increasing sale volume and keeping cost increases under control and improved realization, the gross
profit has increase by about 9.51 %. The net profit has increased compared to the previous year
showing a robust growth of Earning Per Share from BDT 4.08 to 5.36. The performance of the last
year has encouraged Directors to recommend a maiden dividend of 35% stock and 15% cash.

Moreover, we have been maintaining high standard in corporate responsibilities, health, safety,
security and environment & employee welfare.

Business Activities and success:

M.l Cement Factory has grown in 2010-2011, but had to encounter a challenging environment. The
partial negative effect has been apparent in Bangladesh economy due to increase the cost of
concrete and other relevant raw materials in internationally market. Due to higher cost of daily
necessities purchasing power of common men are decreases. In limitation of electricity, Gas and
infrastructure development, the Company's dynamic leadership and timely alternative actions com-
bined with boldness and an environment of trust helped in overcoming the situation.

CROWN T CEMENT

[y

27



28

H'.I,I..G!H-IIIBIII Facmri Lid.

RAW MATERIALS

Cement is mainly a binding material, when it is hydrated it begins to set and get hardened. Portland
cement is widely used amaong various types of cements. Except Chhatak Cement in public sector and
Lafarge Surma Cement Mills Ltd. in private sector which are limestone based basic plants, all other
cement factories of our country are clinker based plant i.e. clinker is the main raw material, Gypsum is
mixed with it to a small proportion. The ratio of these two materials clinker and gypsum may be around
97:03. Gypsum helps to retard the cement from immediate setting so that builders get enough time to
get their work done. All the factories depend on imported raw materials.

E!J-ww

High quality clinker and gypsum are used in M. |. Cement Factory Limited as its raw materials. These
materials are imported directly from Japan, Indonesia, Thailand, Malaysia and Korea where large depos-
its of limestone rich in chemical properties for cement are available. The imported raw materials are
preserved in a weather protected place to maintain the guality of the materials intact. The SGS, the
Lloyd and other world famous testing organizations, as the case may be, certify the quality of the raw
materials before import. The same are also tested in our own laboratory to ensure quality.
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MODERN TECHNOLOGY

Crown Cement is being produced in the Close Circuit
technology. In addition to this, the O'Sepa Separator System
(Japanese technology) i ncluded in machinery, assures the
fineness of the cement. The whole production system is
computerized.

QUALITY CONTROL

M. |. Cement Factory Limited has the most modern quality control system. It is equipped with modern
machinery and tests are conducted by qualified and foreign trained chemists and experienced tech-
nicians. They examine the samples before importing the raw materials and post landing test perform.
The chemists perform hourly test of the cement produced in the factory. Apart from this, Crown
Cement is being tested regularly through BUET and LGED to ensure quality.

For quality assurance cement is tested on varicus parameters. For this, the chemists of M. |. Cement
Factory Limited conduct the compressive strength test making concrete / martar cubes of different
test age - 3 days, 7 days and 28 days, as per ASTM C -150 or other international methods at its own
laboratory. Recently is mare equipments have been added to test in accordance with European
norms EN procedure.
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M.l. Cement Factory Ltd.

Presently it follows Bangladesh Standard & Testing Institution (BSTI) method of BDS-EN 197-1:2003 in
testing Crown Cernent. To control quality a cement factory has to carry out both chemical and physical test to
find out different parameters. In chemical tests of clinker it tries to find out at what percentage the different oxides
& compounds such as Ca0, 5i02, Fe203, Mg0 503, LOJ, €38, C25, C2A, C4AF are present and whether thy can satisfy

and the desired requirement.
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Setting Time

An ideal setting time always helps to gain the strength
of Cement. Certain time Is required for mixing, trans-
porting, placing and finishing. During this time the
cement paste, mortar or concrete mixture should be in
plastic condition. The time interval during which the
cement products / mortar remains in plastic condition
is known as the setting time...

Qur laboratory personal tests this parameter in every
shift. We consider the initial setting time (180 min -
220 min) to ensure quality of Crown Cement.



Preparing standard mortar to test tensile and
compressive strength.

Preparing cement paste for setting time and
soundness test,

Blaine (Sp-surface)

It is an important test for cement to determine
cementing value. Higher Blaine higher early
strength,

This parameter is tested at our laboratory at every
alternative hour.

M.l Cement Factory Lid.

Strength Test

Compressive strength Is the most important test of
cement. High quality of Cement means high
strength of the cement. We regularly test this
parameter on Crown Cement at laboratory for 3 days,
7 days and 28 days test block maturity as per ASTM /
EN method. We maintain the temperature of mixing
and curing water and the humidity of room during
test,

Water for Normal Consistency

This test is performed to determine the quantity of
water required for normal consistency cement paste
for:

=
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Test Report
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M.1. Cement Factory Ltd,

HEALTH AND SAFETY
Health and safety is the number one priority in the company as a core value, safety is also considered
to the best tools to achieve organizational excellence.

The emphasis on safety comes from the top management of your company. we are all working
together to ensure that we never have further accidents. Your company is werking to ensure that
every employee including those who work for the company through contractors at the end of the
work goes back to their family life safely.

Your company expects to be a leader in health & safety and in line with that an annual health & safety
plan for 2012 is under implementation. We are committed to ensuring the best possible health & safe
work environment for the employee & contractors.

SALES AND PRODUCTION

In this year cement production 719,745.46 MT which was in last year 571,388.40 MT. production
25.96% growth over the last year. In 2010-2011 net sales Tk. 4,022,271,063 which was in 2009-2010
Tk.3,127,352,627. Sales volume increase MT.148,392 and 25.97% and sales value increase
Tk.894,918,436 and 28.62% growth over the last year.
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LOGISTIC PERFORMANCE

In your company has continued to improve the distribution system by taking proactive steps to
optimize number of dealers & vehicles and reduce distribution cost without affecting the performance.
Your company reduces freight to dedicated trucks as well as increase shipments by barges to further
reduce the logistics costs.

Your Company will continue to implement other efficiency and safety measures to further improved
the logistics performance.

The Expansion work of 4th unit of M.l, Cement Factory Limited has been completed and test run start
from 15th November, 2011 and Commercial production start from 26th November, 2011.
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FINANCIAL RESULTS

M.1. Coment Factory L.

The operating financial results of the Company for the ended on 30th June, 2011 as

compared to previous years are summarized hereunder:

Particulars %gﬂg
Net turnover 4,022,271,063
Gross profit 768,256,755
Net profit/ {loss) before tax 680,785,428
Provision for taxation 244,849,608
Net profit/ (loss) after tax 435,935,820
Gross profit to Turnover 19.10
Net profit to Turnover 10.84
Earning per shares (EPS) 5.36
APPROPRIATION OF PROFIT

2010

_ Taka
3,127,352,627
701,546,367
531,372,679
199,264,755
332,107,924
2243

10.62

4.08

2w
2,290,358,000 1,927,191,900
397,128,228 209,908,832
300,370,888 148,621,790
112,639,083 53,306,907
187,731,805 95,314,883
17.33 10.89
131 7N
94.00 48.00

Considering the financial results of the Company during the year and free reserve carried
over, the Directors recommended appropriation of net profit as follows:

Profit before income tax
Provision for income tax
Current

Deferred

Profit after income tax
Profit brought forward

Profit available for appropriation

Appropriations proposed:
Proposed dividend-

Cash dividend@ 15 % in 2010-2011
Stock dividend @ 35% in 2010-2011

Total dividend
Un-appropriate profit carried forward
Profit available for appropriation

2011
Taka

680,785,428

238,284,672
6,564,936

438,870,227
364,500,643
803,370,870

150,000,000
350,000,000

500,000,000
303,370,870

803,370,870

2010
Taka

531,372,679

183,374,365
15,890,390

332,107,924
32,392,719
364,500,643

364,500,643

............
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DIVIDEND

The Board of Directors are pleased to recommend cash dividend 15 % i.e Tk. 1.5 for each share and
Stock dividend 35% f.e. 35 shares for 100 shares for the year ended June 30, 2011 to those sharehold-
ers whose name will be appeared in the Share Register of Members of the Company orin the Deposi-
tory on the Record Date which is 17th November, 2011.

CONTRIBUTION TO THE NATIONAL EXCHEQUER

During July, 2010 to June, 2011, the Company contributes Tk. 977,686,290 to the National Exche-
quer in the form of corporate tax, custom duty, VAT etc. This is the equivalent to 24.31% percent of
our sales revenue for the year 2010-2011.

HUMAN RESOURCE

The vision of the HR Department of the Company is recruiting the right talent, developing them with
the right skills in a safe working environment and retaining the talents. Your Company believes that
the employess are our most important asset and the Company is committed to develop the local
talents to take over the senior roles by replacing the expatriates where and when appropriate. As
such, priority is given to create among the employees through appropriate trainings.

A rigorous recruitment process is being followed to recruit the appropriate talent from the market
and extensive development plan is ensured. A succession planning process has been rolled out to
identify the successors for the key positions and a proper development plan is formed for them,
Retention strategies are also in place for the employees of your Company so that they atay and prow
with us.

The Company continues to benchmark the compensation and other benefit with the market and
offers competitive remuneration packages to attract new talents and to keep the existing internal
resources motivated.,

ELECTION OF DIRECTOR
By operation of Article 81 of the Company’s Articles of Association Mr. Mohammed Jahangir Alam
and Al Haj Md. Khabiruddin Molla retire by rotation and being eligible, offer them for re-elected.

INDEPENDENT DIRECTOR
The Board in its meeting held on Saturday, 22nd October, 2011 appointed Mr.Wali-Ul-Maroof Matin
as independent Director of the Company in terms of the provision of SEC guidelines.

.........
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AUDITORS
Qur Auditors Messrs ACNABIN Chartered Accountant has sought re-appointment for the year
2011-2012 and the Directors recommend their re-appointment.

RECOGNITION AND COMPLIMENTS

The Board of Directors extents heart-felt congratulations for the business of M.l Cement Factory
Ltd. to all levels of officers, employees, workers, Dealers, Retailers, Corporate Customers, buyers
and consumers

A.STATUTORY INFORMATION
In compliance with the SEC guidelines’ condition no.-1.4 the Directors confirm that:

(a) The financial statements prepared by the management of the Company present fairly
its state of affairs, the result of its operations, cash flows and changes in equity.

(b} Proper books of accounts of the Company have been maintained.

(c) Appropriate accounting polices have been consistently applied in preparation of the
financial statements and that the accounting estimates are based on reasonable and prudent
judgment.

{d) International accounting standards, as applicable in Bangladesh, have been followed in
preparation of the financial statements and any departure there from has been adequately
disclosed.

(e) The system of internal control is sound in design and has been effectively implemented and
monitored.

{F) There are no significant doubts upon the Company’s ability to continue as a going concern.

{g) Significant deviations from last year in operating results of the Company have been
highlighted in the Report and reasons thereof have been explained.

(h) Summary of key operating and financial data of preceding six years

TIOR8 T 1
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M.L. Eement Factory Ltd.

Particulars 2011 2010 2009 2008 2007 2006
REVENUE 4,022,271 | 3,127,352 | 2,290,358 | 1,927,192 | 1,433,980 | 1,156,373
Cost of sales 3,254,014 | 2425806 | 1,893,230 | 1,717,283 | 1,257,600 | 1,014,139
GROSS PROFIT 768.256 701,546 | 397,128 209,909 176,380 142,234
a. Administrative Expenses 68,181 47,717 14,743 14,675 55232 23,116
b. Selling & distnbution Expenses | 152,221 127,073 39,345 24,852 14,068 34,674
c. ath 220,402 174,790 54,088 39.527 69,300 57,790
Other income 62,782 44 174 57,805 30,891 - -
OPERATING PROFIT/{LOSS) 610,636 570,930 400,845 201,274 107,079 B4,444
Finance cost 92,431 48,483 103,137 55,082 52,087 48417
Other non-operating income 196,619 8,926 2663 | 430599 - -
Contribution to WPPF 34.039 - = 5 = =
NET PROFIT/(LOSS)BEFORE TAX 680785 531,373 300371 | 148,622 54,992 36,027
Income tax 244 850 199,265 112,639 53307 - -
NET PROFIT/(LOSS) AFTER TAX 435,935 332,108 187,732 95,315 54,992 36027
Earning per share(Taka) 536 499 9.39 47.66 27.50 18.01
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M.L. Cement Factory Lt

ASSETS AND LIABILITIES
(All amount in Taka, 000)
ASSETS 201 2010 2009 2008 2007 2006
NON CURRENT ASSETS
Property, Plant and Equipments 1,118456 | 1,069,098 | 814682 | 780286 | 484,033 | 332634
Capital work-in-progress 1M3579 | 78069 188 | 24343 1,687 -
Investments in Associates 376368 | 192129 89422 | 58199 = :
Total Non -Current Assets 2608403 | 1339296 | 904292 | 862828 | 485720 | 332634
CURRENT ASSETS
Inventories 587645 | 352650 | 187204 | 196215 |42388 | 71839
Trade Receivable 343048 | 316069 | 251503 |318776 | 46176 | 43858
Other Receivable 04 4813 3021 | 9133 - -
Advance, Payments and deposits 173873 | 48674 | 51521 | 99,041 [110952 | 122,582
Advance Income Tax & VAT 323817 | 160,756 96,296 | 97488 55352 | 21361
Cash and Bank Balance 2,867,368 60,178 27522 | 23910 4572 3,888
Total Current Assets 4396055 | 943140 | 617,067 | 744563 | 250,440 | 263528
TOTAL ASSETS 7004458 | 2282436 | 1,521,359 | 1607391 | 745,160 | 596,162
EQUITY AND LIABILITIES
Share Holders Equity
Share Capital 1,000,000 | 700000 | 200000 | 200,000 | 200,000 A 200,000
Deposit Against Share - - B4456 | 84456 | - -
Share premium 2,956,560
Revolution Reserve 268,563 | 271497 - -
General Reserve - - 28338 28338 - -
Retained Earnings 803371 | 364501 | 427525 | 239794 | 144478 | 86,078
Reserve for tax holiday - - . - 28338 | 28338
Total Shareholders equity 5028494 | 1335998 | 740319 | 552,588 | 372,816 | 314416
NON -CURRENT LIABILITIES
Long term borrowing net off current 513434 15,805 10782 | 183,527 12,726
maturity
Liabilities for gratuity and WPPF 37,93 - . :
Deferred tax liability 55419 48,854 32964 | 9662 -
Total Non - Current Liabilities 606,787 64,659 103,746 | 193,188 72,726
CURRENT LIABILITIES & PROVISION.
Trade Payables 110538 | 359,116 03883 | 82640 5 7
Other Payables 38,518 31,038 22500 | 14983 6,518 | 4417
Current portion of long term loan 26076 | 12817 89,788 | 85,788 . -
Short Term Loan 607876 | 162452 | 338,141 | 634558 | 293,100 | 277,329
Provision for tax liability 554641 | 316356 | 132982 | 43645 - -
Payable to IPO applicans 31528
Total Current Liabilities & Provision 1369177 | 881779 | 677,294 | 861,615 | 299618 | 281746
TOTALEQUITY AND LIABILITIES 7,004458 | 2282436 | 1521359 | 1,607,391 | 745,160 | 596,162
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(i) The Company is declaring the dividend regularly.

{j) The number of Board meeting held during the year and attendance by each
Directer is given in annexure - |,

(k) The pattern of share holding is given in annexure -II.

B. STATUS OF COMPLIANCE

The status of the compliance as per 5EC guidelines, condition no.-5.0 is given in annexure-1ll,
Annexure - |: Attendance of the Board meetings

During the year Seven Board Meeting were held and the attendance by each Director were as follow:

Name No. of Meeting Attended
Mr. Mohammed Jahangir Alam 07
Al Haj Md. Khabiruddin Molla 07
Mr. Md. Alamagir Kabir 07
Mr. Molla Mohammed Maznu 07
Mr. Almas Shimul 07
Mr. Mizanur Rahman Molla 07

Annexure - |I: Pattern of Shareholding
As per SEC guideline condition no. - 1.4(K), the pattern of the share holding status ason 17-11-20111s
given below:

1.4(K)(i} Held by Parent/ Subsidiary/ Associated companies and other related parties :n/a
1.4(K)(ii) Held by Directors, Chief Executive Officer, Company Secretary, CFO etc:

Name Position No. of shares
M. Mohammed Jahangir Alam Chairman 13,540,000

Al Haj Md., Khabiruddin Molla Managing Director 12,110,000
Mr. Md. Alamgir Kabir Director 8,470,000
Mr. Molla Mohammed Maznu Director 6,070,000
Mr. Almas Shimul Director 4,340,000
Mr. Mizanur Rahman Molla Director 6,070,000
Mr. Mukter Hossain Talukder CFO -

Mr. Md. Shah Alam Miah Company Secretary 7

Note: The Directors deposited 55,00,000 shares to DSE and 20,00,000 shares to CSE as per Securities and
Exchange Commission letter No. SEC/CI/IPO (Lottery)-126/2010/321 & 322 dated April 26, 2011
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1.4{K) {iii) Held by Executive: No shares held by such executive.
1.4(K) (iv) Held by Shareowners holding ten percent or more voting right:

Mame

Position

Mohammed Jahangir Alam
Al- Haj Md. Khabiruddin Molla

ANNEXURE - lli: STATUS OF COMPLIANCE

Status of compliance with the imposed by the Commission’s Motification No. SEC/CMRRCD/2006 -158/ Admin
dated 20th February, 2006 issued under section 2CC of the Securities and Exchange Ordinance, 1969

M.I. Cement Factory Ltd.

% of shares
1354
12.11

Condition Title Compliance Status Explanation for
No. (Put intheappropriate | non-Compliance
column) with the
Complied | Non Complied | condition
1.1 Board directors should not be less than o
5(five) and more than 20(Twenty)
1.2() 1/10" of the wotal Directors, minimum of one to be J
Independent Director
1.2(ii) Elected Directors to appoint Independent Director J
13 Chairman and Chief Executive Officer to 5
preferably be different individual etc
1.4(a) Financial statements present fairly the state of J
affairs etc
1.4{b) Proper book of accounts maintained v
1.4(C) Appropriate accounting policies consistently o
applied
1.4{d) International Accounting Standards followed \V
1.4{e) The system of internal controls is sound in Design 3
1.4(f) No significant doubts to continue as a going J
concem
1.4{g) Significant deviations from last year in operating J
results
1.4(h) Key operating and financial data for preceding 3
three years
1.4() Declaration of dividend A
1.44) Number of Board Meetings and attendance by i
Directars
1.4(K) Pattern of shareholding v
5 Appointment of CFO, Head of Internal Audit and J
Company Secretary
22 CFO and Company Secretary to attend Board J
Meetings
30 Audit Committee y
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WL, Cement Factory Ltd.

Condition Title Compliance Status Explanation for
No. (Put +/ in the appropriate | non-Compliance
column) with the
Complied | Non Complied | condition
3.10) Audit Committee to have at least three member i
3.14ii) Board to appoint Directors as members of Audit .J
Committee with at least one independent Director|
3.1(ii) Board to immediately fill up vacancy in Audit J
Committee
3.200) Board to select one member of Audit Committee J
as Chairman
3.2(ii) Chairman of the Audit Committee should have a V’
professional qualification or experience
3.3.10) Audit Committee report on its activities to the J
Board
33.00i(a) | Reporton conflicts of interests
33.1(ii)(b) | Suspected or presumed fraud or imegularity
3.3.00i(c) | Suspected infringement of laws
3.3.100i){d ) | Anyother matter which should be disclosed
332 Report to the Authorities 3
34 Reporting to the shareholders and General J
Investors
4.0() No appraisal or valuation services or faimess y
opinion by external / Statutary Auditors
4.0(i1) Ne financial information system design and v
implementation by external / Statutory Auditors
4.0(iii}) No book keeping or other services related to the Y
accounting records or financial statements by
external / Statutory Auditors
4.0(iv) Mo broker- dealer services by external / Statutory ]
Auditors
4.0(v) No actual services by external / Statutory Auditors v
4.0(vi) Nointernal audit services by external / Statutory 4
Auditors
4.0(vil) Noother service, that the Audit Committee Y
determines to be performed by external / Statutory
Auditors
For and on behalf of the Board of Directors
(Mohammed Jahangir Alam)
Chairman
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