Report
< of the Board of

Directors

{Under Section 184 of the Companles Act 1994 and Netification No. SEC/CMRRCD/2006-
V58/134/Admin/d4 dated 7 August 2012 of the Bangladesh Securities and Exchange Commission.)

Dear Valued Shareholders,

It Is the great pleasure and privilege of the Board of Directors of M. L Cement Factory Limited towelcome yvou all to
the 217 Annual General Meeting of M. | Cement Factory Limited and present the Dinectors’ Report together with the
Audited Financial Statements for the year ended 20 |June 2015 as well as the Auditors’ Report of the Company for
your kind consideratian, approval and adoption.

Industry Outlook and ossible wture evelopment in the Industry

The Cement IndusTy of Bangiadesh has witnessed significant growth in e past two Decades. Till the last of the
mireteenth century Bangladesh was fully dependent on Imported cement. Some enthusiastic entrepranears
ventured into setting up cement plants during 1587 to 2000 which opened a new era In this sectorn. Graduaty,
observing the potentiality of this sector, ane after another cement factory began 1o set wp, some existing one aro
also resorted to expandng with additional capacities and shuation had soon reached such a stage that capacity
excepded demand leading to acute unhealthy competition. The manufacturers then began to seek market In
overseas countries, which also proved bleak excepting exporting to nelghboring country i0a limited scale,

The demand of Cement In our couniry, approcaemately 20 mitkon Metnic Ton s still more than twiz tmes lower than
the Industry capacity of 40 million Metric Ton, Bangladesh is ready to receive the wave of much anticipated
development in terms of public infrastructure, communication and housing facilities. Accordng to the Glotal Cement
Directary 2014, the Chirese Cement Industry consists of 812 integrated coment plants with a combined production
capacizy of 1.34 Bntdyr. K is a burming example of wihat is in store for cement brands operating In countres with a
genuing developmental focus. Bangladesh #its the descriptions just right. %0 ina way the cement industry in
Bangladesh Is headed for a revolution,

I recent studies, the per capita cement consumption of Bangladesh was found tobe 105 KG, which is befvnd India's
217 K, Malaysia STOKG, South Korea 705 KO, Ching 1700 K. These statistics focused the daim thet Bangladesh
I= yet to undertake much phwsical infrastructure development efforts, Cement (s the Daskc material for
infrastructural development, which the country needs for fostering of trade and commerce,
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Irt & six seasoned country like Bangladesh has recenty bullt concrete road in some areas, the construction cost of
which is 20-25% high rather than the asphalt road But the longevity of concrete road is more than several times
companing with traditional asphalt road so that concrete road is economical and sustainable. S0 concrete bullding
will play & vital role for economic development. Some countsies like Southaastemn area of Ching, Vietnam, Indonesia,
Malaysia, Nigena and neighboring India have taken comprehensive implantaton plan for concrete road, so far they
have impigmented 4 wide range area and the resull (S wery encouraging. Adopting this process of road
construction the utifzation of cemenit will be increased i one hand on the other pubic exchequer will not be drained
out in mantainng of roads and highways every year, There are many cther unearth appkcation for cement not yet
harpessed, So our cement industry has great potentizlity for development, We haoe tha? the Sargladesh Cement
Industry will go a long way ahead.

Performance

Ower the years the Company experienced 2n increase of its sales revenoe, This inargase was driven by the superior
quaity of our products, the strength of oo distribution channel and the promotional activities adopted by the
Compary. Far mstance, the chemical compaosition and grinding fineness of our products & cosely manitored in
order 1o ersure compliance to Sargladesh relevant standare 150 9000:2008, Banglacesh Standards & Testing
Institution (35T, Bureau of Indian Standards (BS), inreality the Quality of our products overiaps these standards.

Future Plan

The demand for our cement s Increasing day by day. To meet the Increasing demand, we are going 1o s&t upour 5th
unit with an additional capacity of 4,200 MT per day, in addtion 10 our existing capacity of S800 MT per day,
therehy raising the tota production capacity to 10,000 MT Per day, The increased Preduction capacity will meet the
targeted Sales through our effectwe promotional branding and efficlent sakes workforce. As the production
capacty incressng 1o maintain the avaiability of quaiity raw material we ar2 adding another Ocean Coing Mother
Wessal "M, W, Crown Yictory® with a capadty of 43,980 MT, We belleve, this will enable your company to gain the
market share from the prevaiiing competitve market environiment.

Vision 2020

lie forecast that a brand like us has to go Seyord the boundanes of being a mere product and became an extraordingey
customer experence of satisfaction On top of that, it Is 3 soclal entity that has to keep it's surounding, ewionment,
peapie and the nation i mind and axist for a greater poad Hence, the sirth of Crown Vision 2020, an nitiatie of a brand
which has poneered the Bangladeshi cement export, and 1l date proudly, leading the industry- Crown Cement, Crown
Wision 2020 & strongly basid on six dillars:

Portfolia: \we aim to ventune info prospective and winning business ideas and Concepts
Productivity: The source of cur growth wil be efficient produc tivity of our resources.
Profit: We exist for wealth and profit mammization of our sharehoklers and we intend tomeintain it as we dd in the past,

People: Wi take care of our peonle Le employees and we wani 1o take pride by saying Crown Cement - run by you, un
for your,

Planet: The plonet & dur home and we must keeg aur bame clean and Shiough sustainable development and make it a
better place far bving for the next generation.

Partners: A winnng brand ike Crown Cement neacs winning parmers and we are lobkng to grow together with our
PArines,

Risk Factor

Trere are varkas risks associated with ranning of 1he activities of the Company. Although, risks of the industry are
centinuously evoling, the Company has taken reasonable steps to identify material risks that may hamper the
Business of the Company and was adopted preventive measares in this respect

Interest Rate Risk

As the Company uses working capita oan and other facllities with variadie Interest rates, It Is highly exposed to
Interest rate risk. To minimize this exposure, the Company |s emphaslzing on offshore financing, the interest rate of
wihich is substantialhy lower as such this will minimize the Intersst rate risk,
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Exchange Rate Risk

As the Company Imparis raw materlal and exports cement, It is exposed (o exchange rate risks. As revenue Trom expors
makes up a small partioe of our total revenue and akso raw materials is imported by akmost every cement companies inthis
countny so any exchange rate fluctuation will equally affect all the Cement companies. Therefore, any exchange loss can
be absoebied by an imcrease n product price.

Overcapacity Related Risk

overcagaaty in the Industry is @ matter of concern as it can significantly increases competition and price confrontation
among the Market of the Cement companles. But your company IS wall aware of this risk as we strive 1o explone new
xpart potentizl geoeraphic sraas with our efficient Salas & Marketing workforce ard aur best effart 1o ensure quality
products as well as ascendency i customers reach will fadiitate us toIncrease our capadity utilizaton rate

Technology Related Risk

Anexpert workforce s working on the suppart far the Harmenious technological Innovation 5o that the innovation might
not tum these machineries nbsalete. However, management is veny much aware about such technology related risks ang
continuously keeging the Company technologicaly updated

Sales Risk

s the ragid expansion of produc tion capacity, the Company has started huge promotional activity with a large number of
expert saies workforces to mitigate sales risk,

Price Risk

Price rsk represents the risk that the falr vaue of feture cash flows of a financial statement will fluctuate Secause of a
chatge in meskeal prices Hnance department estimates the product cost and the marketing depariment, on comparing
other similar indusiries determings the market price of & product aifter adding reasonsble profit to make it competitive

Operational Risk

The ircreasing croduction 'ed to an immediate increase In sales due to high demand of owr product. However, 35 revenue
shared rapidhy, the Company akea had to mcur additional costs associated with higher sakes, As the Company increased ifs
procuction and cperating effidency over the year, the increase in revenue was much higher than that of its cost. Thus the
coerational fisk is mEim2ad,

Quality Control Risk

In the face of a higner competitive market quality is most important then the price. The company exerts much empnEss on
ensLring of maintenance of high quality of Its progucts. b this respect all measures have been undertzlken ang continuous
viglence are being made, Have ipdated its lah with required testng mstruments and employing qualfied expests

With general risks and all otfer categores of risks discussed above, it may be deemed that the company is in almost safe
and sk free position In addition, the best that can be achieved IS reasonable management of the risk to which the
fompany B exposed through a sound management process based on most accurate, Smely and compretersye
maragement information avallable

State of Company's Affairs

In 2015, youw Compary faces stiff competition & competitors with increased capacity forced cement pices down,
Daspit & very competitive and challengng year, your company was able to perform better during the year under
reference. The cuent year's turnover wes T B.264 24 milllon as egainst Tk, 799062 milion of the last year, resulting
342% growth in the current year compared 10 the previous year, The Gross Profit grew by 12.29% that meant to a good
leap from Tk, 1,258.5¢ million to Tk, 1.47 365 milion

Export

Before 1995, Bangladesh imoorted Cement and started exporting from 2003, The brand that ploneered expart was
none other than 'Crown Cement’ the brand of M | Cement Factory Ltd Presently exports are also being-Carmying out
competing with the product of importing countres. Cement export data says that Crown Cement achieved around
37% of the national export woksme in cement and senificantly contributes to country's econamy by eaming foreign
rumency, By taking 3 Bangladeshl product beyond the Sorders ‘Trown Cemert’ & the only brand, which kas besn
awarded with National Export Tropiy (Gold) twice consecutively for the years 2008- 2005 and 2009-2010, During
the year under review we sarned forsign exchangs to the tune of about Tk 45263 millian
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Information Technology (IT)

To adcress the requirement of Generaticn T, a new group of tech-savvy Consumers sparc an immersive,
interconnected et indviduaized cultural miliey, Information technology (1IT) has become a vital & striategic corer
store of our business, As we are growing a5 a customer service oriented company, the role of [T (s getting begger
gy Dy dhang. Adbermpd 16 build [T governance backed emwiranment can be raced in our company by loaking at bow it
s bieing used across the businesses

With the mindset of "Go Green’. we move towards with owr “Vision 20207 goal. We increase our electronic
fransactions instead of paper works. We are transforming our daily activities inte computer based system which
hedps our client 1o et their senvices on time,

We befieve, It |5 our duty to update our valued stakeholders about our actidties, We are going 1o launch our new
dynamic, e-commerce based and interactive wedsite by this year,

To fulfi our customer's reguirements. we ase expandng our IT Facilities further by including Global Standard ERF,
setting indecendens 1T faclities and Data Recovery (DR] sites,

Safety, Health and Environment

Safety, Health & Environment i 2 vital part of Crown Cement's joumey towards sustainatle development. Our goal
is o ensure Zerd harm to people. We befieve that haalth & safety are core values that must be incorparatedinto al
aspect of our business. We eguip cur employess and contractors with job specific Personal Protectve Equipments
[PPE}, which leading us 1o establish & strong safety culture. We have sufficient equipments to control and prevent
emviranmental degradation. The company is accountable for prevention of injuries and occupational iliness whach
has been minimized shrough proger training to al 'ievel of employees.

We believe In wsie leadership and accountabllity for health & safety at all levels throoghout the arganization,
Financial Results

The financizl results for the year ended 30 june 201 5 = @ven beiow:

: Amount

Particulars 1Tiki]|
Hetained earmings - Ik 569841470
(Carried forwerd from previous year)
Add: Revaluation Reserve and deferred tax iability realized Tk 23900S3
Total Reserve Te 572231563
Add: Met Profit for the year Tk B48B50994
Total funds available for appropriation Tk1.221.082557
Proposad Dividend: Cash Dividend 8 25% Tk, 371,250,000
Unappropriated profit Tk B4GB32557
Dividend

Lansidering the Business growth of the Compamy, e Board of Directors s pleasad to recommend a cash divldend
of 25% e, Tk 2.50 for each Ordinary Share of Tk 10,00 for the year ended 30 June 2015,

Contribution to the National Exchequer
During the accounting year ended 30 june 2015, the Company has contributed Tk, 2070601 855 to the National

Exchedquer thraugh fallowing mannern (Taka in million)
| 201415 | 201314 201213 2011492 201011
Advance ncome Tax 321 3¢9 335 419 163
VAT 1,196 L1E3 921 76b a4
Customs Duty 554 472 417 276 270
Total 207 1.970 1.668 1,461 978
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Director's Election and Re-appointment

Pursuant 1o the provisions of the Companies Act 1994 and clause No. B1 of the Articles of Associaton of the
Company cre-third of the Directors shall retire by rotation inevery Anmusl General Meefing Acoordingy, 2 (hwn)
directors of the company will retire In the 21 Annual General Meeting. The retlring drectors are

1, M Mizanur Hahman Mata

7, M Alams Shimul

Being eligibie they offer themsetves for reglection. A brief profile of the Cirectors are disclosed In Annesre-y,

Governance, Ethics and its compllance

Coed povernance and ethical conduct provide the foundation for everything we do at M| Cement Factory Ltd. They
heip us earn trust, manage fsks, foster sustainable growth and bulld a resbient business, We aim to tackie
challenging issues head an, make our communications and processes simale, hold everyone accountable and
empower all our empioyess to do what's right Gur Code of 3usiness Conduct a5 well as our intemal ethics upkesps
2nd talored training, hetos employees make ethical dedlsions. We believe continucus supervisian In every business
practice 5 the key to sustam in & leadership rofe, Thetefore o Company IS directed, adminsterad and comiied with
the set of laws, polickes and procedures exerted in Bangladesh Securities & Exchange Commission's (BSEC)
Motification No, SECACMRRCDVZ006- 1 58/1 34/Admind44 dated 7 August 2012, Companies Act, 1994 and Listing
Regudations, 2015 by Dhaka Stock Exchange Limited. The Directors’ declaration, Sharebolding pattern and MO &
CFTs declaration to the board for the year ended 2015 are agpended as Annexure | Y and VIl respectively, Further,
the Corporate Governance Compliance Report and a Certiticate of Compliance required under the said Gudelines, as
prowioed by Mis, ACNASIN, Chartered Accountants is dso annexed to this repart as Annexure Vil

Independent Directors

As per the Corporate Covernance Guideires dated 7 August 2012 lssued by the Bangladesh Securities and
Fachange Commission (BSEC), considesmg & [six) Shareholder Tirectors in the Board, twio independent Directors
hawe Deen appointed, namesy-

) Mr. Colam Mokammad, a retired corporate officlais with vast experience and

B Frof. O, Shaikh Shamsuddin Ahmed, Frofessor of Finance Dept., Chaka University,

1t may b= mentigned here that the above noted two Independent Directors will complete their tenure of the first

term and as per Comorate Governance Guideline they are eligitée for reappantment for the second term, The Board
of Directors approved their sppointnent tar the second term, which will be plzced hefore the honorabie

Sharehokders in the upcoming 21* Annual General Meeting for approval,
Audit Committee of the Board

Fhe Audit Committes reviews the quarterly, half-yearly and annual Financial Statements and statements of refated
party fransactions Also it reviews adequacy and effectivensss of fingncal reporting process, accountng policies,
interna control and risk management process. it Is akso responsible for overseeing the management letter along
with performance, appointment and re-appointment of external audtors, Currently, our Audit Commitles consists
af the following Directors:

5L No. ~ Name Position Status
] Mr. Golam Mohammad Independent Cirector Chaisrman
2 Mr. Md. Alamgir Kabir Director ‘Member
3 Mr. Malka Mohammad Majnu Director Member
L] Mr. Md, Mizanur Rahman Molla Ditector Mernber
Auditors

Tre exdsting auditors of the Company Més. Hoda Vasi Chowdhury & Co, Chartered Accountants shad retine at the
1% Annual General Mesting and has completed a consecutive three years term, A5 per Bangladesh Secunties B
Exchange Commession (BSEC) notification no SECACMRRCDZ00S-193/1 C4fdmin datec 27 july 2077, every
puble listed company shall not appoint any firm of Chartered Accountants as its statutory auditass for a
consecutive period of three years, Therefare, Mfs. Hoda Vasi Chowdhury & Co., Chartered Accountznts become
Ineligitie to get appointed for any further year, Under the crcumstances, from amaong some of the proposals for
appointment of auditers the Board of Direciors has recommendsd Mis Syful Shameul Alam B Co, Chartered
Accountants to be appointed as external auditors for the year ending 30 June 2016
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Post Balance Sheet Events

Subsequent to the Balance Sheet date, the Soaed of Directars has recommended a Cash Dividend of 25% and
purchased anotherOcean  oing Mother Yessel for the Company,

CSR Activities

Apart from prafit making. your Company equally emphasize its obligation towards the society. You woukl be hapoy
to note that we have bean continuing various activities to perfoem Corporate Social Responsibility, some of which
are menticred below:

1. Education of the Blinds

2. Merit Scholarship.

3. Winter Cloth dstributon,

4. Awarding Financial Assistance to the meritorious son and daughter of our Dealers/Retaliers.
5. Anancial Assistance in repairing Bridge/Clulvert etc

Our Gratitude

Cur stupendous pariormance of the yes under review dernostrates the dedication and support to Compaey by its
employess at the front and by those numercus stakehoders and our brand users offstage. In this context, the
Board of Directors would like 1o extend its foremaost regards and agpreciation 1o the valued sharehalders and other
Stakehoiders of the Company for their contimeed patronage and guidance o the company that led 1o the
achievements.

We gratefuty acknowledge the valuable hedy and advice that we have always received from our esteemed
sharehaiders, not anly doring the deliberations of the Annual General Mesting, but at other times as well. We greatly
vaue the unstinting and ready support and co-operation of our Clients and we assure them that It will be our
constant enckeavor to prove worthy of the trust they have repasedin us. To themand to the growing meamber-of our
woell wishers we offer cur profound thanks.

We also deepty appreciate the help and co-cperation that we have received from the various Ministries, the
Covernment of the People’s Republic of Bangladesh, Matianal Board of Revenue (NBR), Board of Imestment {BOI),
Registrar of |oint Stock Companies and Firms (BJ50], Bangadesh Securities and Fuchange Commission (BSED),
Central Depository Bangladesh Umited [CDBL), Dhaka Stock Exchange Limsted (DSE}, Chvttagong Stock Exchange
Limited [CSE] the Company's Bankers, Insurers and Financial Institutions, Yendors, the Press and Media and other
Business Partrers and its staff have aways been very helpful and their advice and gudance have made it possible
for us to run the affairs of the Company smoothly. 'We would ke to express our sincere thanks for extending their
helpful hands

Wwe are proud of the unswervng lovalty and devotion of our staif, whose dive, energy and sxill have helped the
Company o reach s present position

Cri behal of the Board

Dated, Dhaka {Mohammed Jahangir Alam}
&7 October 2075 Cralrman
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