B Premier Cement Mills Limited

Report of the
Board of Directors

In the name of Allah, the Most Gracious, the Most Merciful
Dear shareholders,
AssalamuAlaikumWa-Rahmatullah

On behalf of the Board of Directors and Management, we
welcome you all at the 15% Annual General Meeting (AGM) of
Premier Cement Mills Limited. In compliance with the
provisions of section 184-186 of the Companies Act 1994 and
notification No. SEC/CMMRRCD/2006-158/134/Admin/44
dated 07 August 2012 of the Bangladesh Securities and
Exchange Commission (BSEC), we are delighted to place the
Directors’ Report and Auditor’s Report together herewith the
Audited Financial Statements of the Company for the year
ended June 30, 2017 thereon for your valued consideration,
approval and adoption.

Bangladesh Economy :

In the past decade, the economy has grown at nearly 6 percent
per year, and human development went hand-in-hand with
economic growth. The growth performance persisted because
of sharp domestic demand boosted by higher worker remit-
tances, private sector wages and public investment. In the last
fiscal year 2016-2017, the country’s GDP increased by 7.24%.
The growth rate for FY 2018 can be expected to be around 7.5
percent to 7.70 percent, subject to continuation of stable
business and political environment. The country has already
been able to achieve the lower middle income status and the
per capita income reached to $1,602 in FY 2017 compared to $
1,466 and $ 1,314 in FY 2016 and 2015 respectively. Overall,
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It is a very promising sign that the
Cement industry of Bangladesh has
become one of the leading players in
the world exporting market.

with such a high growth rate, now Bangladesh is the second
fastest growing nation in South Asia, only behind India accord-
ing to World Bank-WB Statistics. Our foreign Currency reserve
also remarkably increased and set the record to an amount of
more than $ 30 billion at the end of this reporting period.
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Industry Overview :

Cement industry is one of the fastest growing industries in
Bangladesh with nine years of CAGR, 10.3% of which is mainly
driven by basic infrastructures, housing and industrial estab-
lishment. Bangladesh has a high need for basic infrastructure,
housing and services and therefore a robust growth in the
demand for cement is expected. The industry is operating with
effective capacity of 41 million MT out of 43.00 million MT
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theoretical capacities, whereas the demand was 30 million MT
for the financial year 2016-2017. Thus, the industry is operating
with excess capacity of 26%. The industry saw around 20%
volume growth in 2017. As a result, the excess capacity in the
industry has actually decreased from last year’s 40% levels. The
pressure on cement prices has eased somewhat in this year
with this volume boost. Cement manufacturers have also been
benefited by falling clinker prices which have led to margin
expansion. Though the price of clinker increased abit from April
2017, industry volume growth is expected to improve by dint of
some government mega projects which would further appease
the price competition in the cement industry.

It is a very promising sign that the Cement industry of Bangla-
desh has become one of the leading players in the world
exporting market. But the birth of the cement industry in
Bangladesh dates back to 1994. The local demand was huge as
the consumer’s substituted imported cement with local
products. Till now, several cement producers have exported
their products to the seven sister’s zone & West Bengal of India,
with a good potential to further accelerate the export volume.
The industry growth gets extra force as Bangladesh govern-
ment has taken various infrastructural mega projects and rising
homebuilding in rural areas and suburbs have provided scope
for construction ingredient makers to make up for the void in
demand created by the slowdown in the real estate sector.
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Industry Demand Vs Capacity :
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Currently, the demand for cement stands at 30 million MT
against production capacity of 41 million MT. Industry average
capacity utilization stands at 73.17%, although some major
players are operating at 100% capacity.
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Major Consumers

H Private Housing

M Private Housing

M Real Estate

1 Govt. Infrasturers

B Commercial Buildings

M Others

Government spending on infrastructural development plays a
driving role in construction activities. Remittance inflows and
increased farm income have also fuelled demand for construc-
tion materials, including cement, in rural and sub-urban areas.
Currently the government is implementing various mega
projects, including flyovers and bridges which have sustained
the demand for cement, steel and other ingredients. We have
seen strong growth in the demand for construction materials
in rural and sub-urban areas. Bangladesh annually consumes
more than three crore tons of cement against the production
capacity of four crore tones according to Bangladesh Cement
Manufacturer Association (BCMA). Affluence is a factor behind
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the rise in construction of concrete homes in rural areas. There
has also been a good deal of construction activities such as
building markets in upazilas and growth centers. The demand
for cement is high in export processing zones as well. So it is
easily realized and expected that in the upcoming days the
demand for cement will go up along with the infrastructural
development of Bangladesh.
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Per Capita Cement Consumtion Vs Per Capita GDP

il Per Capita Consumtion (In Kg)

954.4

1,602.0
1,466.0
1,314.0

1,086.8

2013 2014 2015 2016 2017

In a recent research conducted by International Cement
review, per capita cement consumption in Bangladesh had
doubled within the decade between 2008 and 2017, from 63
kg to 137 kg.

Future of Cement Industry in Bangladesh :

Considering the "Life cycle of the industry” currently cement
industry of Bangladesh is in the growth stage. Sales of cement
are increasing due to growing demand for cement in both the
local and foreign markets. The expected demand growth in the
industry is 20%-25% for the next three years based on the
assumptions below.

» In terms of purchasing parity, we have become the
34th largest economy in the world. Currently Bangla-
desh is the 40th largest Cement Manufacturer in the
world.

» Our economy has increased 174 times & per capita
income increased 82 times whereas population has
increased 2 times from 1972

» Strong growth in demand of Cement is forecasted
and the market continues to be dominated by local
players

» Industry insider expects demand growth of above
20% for the next few years
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»  Construction of roller compacted concrete roads like
India & Thailand would help boost demand growth
further.

» Our per Capita income is now 1602 USD which was
500 USD a couple of years back.

» We are now in the lower-middle income group and
by 2021 our per capita income will exceed 2,000 USD.

» When economy moves positively, the country also
does well

» Bangladesh is among the top five “most optimistic
markets” in the Asia Pacific region

Considering growing demand of the industry in recent years,
the Company has taken massive expansion decision. Owing to
this expansion we would be able to increase our production
capacity to more than double compare to our existing capacity.
Notably after the said expansion of the project, standalone
production capacity will be 460 MT/Hour despite having
existing capacity of 400 MT/Hour. This extensive expansion of
capacity will assist us to reduce cost of production by ensuring
better quality of products. The installation of Vertical Roller
Mill (VRM) mechanism which is included as a part of expansion
project would not be injurious to our environment because of
being environment friendly and it would assist to maintain
ecological balance as well. Moreover, its’ aim is to run produc-
tion process by saving greater power. The estimated cost of the
said expansion project will be Tk. 4,880 million.We have
already signed an agreement with FL Smidth A/S, Denmark, in
order to increase our production capacity by installing Vertical
Roller Mill. Beside local experts we have hired external experts
as well in order to ensure skillful and efficient completion of
the project. The expansion work is scheduled to be completed
within 2018. We believe that the Company will be able to reap
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numerous benefits immediately after completion of the expan-
sion work. Being an extensive expansion project, it demands
huge investment and we deserve unanimous consent and
co-operation of all shareholders regarding this issue.

Segment wise standalone Performance :

We believe Premier Cement Mills limited could have achieved
greater sales revenue growth in these years. In spite of many
obstacles in this year, we have achieved a positive outcome in
terms of sales volume from standalone point of view and our
strong financials indicate more well-off position in our current
business operation. Comparative standalone sales perfor-
mance and the separate figures of our proceeds can be found
in the following table:

Domestic sales (MT) i

2012-2013

1,583,149

: Export Sales
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9,265,687,526

Discussion on Cost of Goods Sold, Gross Profit Margin and

lenZ cY' gj°, oW gbvdv I bxU gbvdy metiKZ AvijiPhy

| Cost of Goods Sold

6,243.64
5,263.07

1,295.93
509.10

1,153.59
499.17

2012-2013 2013-2014

| Gross Profit Margin

6,859.76

1,238.94

2014-2015

1 Net Profit Margin
8634.60

7,373.73

1,988.21 1698.29

408.92

2015-2016 2016-2017

In FY 2016-17 COGS is 83.6% of revenue whereas it was 78.8%
of last year’s revenue. As a result the Gross Profit Margin
decreased to 16.4% compared to last year 21.20%. The Gross
profit stood at Tk. 1,698.29 million compared to Tk. 1,988.21 in
2015-2016. Due to the increase in the operational cost in
2016-17, Net Profit Margins has also decreased by 18.68%
Compare to last year. It stood at Tk. 562.01 million in
2016-2017 whereas it was Tk. 691.15 million in last year which
is 5.44% and 7.40% of revenue respectively.
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Risks And Concerns:

The details of risks and concerns of the Company are discussed
in risk management and control Environment on page no 79 in
this annual report

Discussion on Continuity of any Extra-Ordinary gain or loss:
There was no extra-ordinary gain or loss during the period
Related Party Transaction:

In the FY 2016-2017, a number of transactions with related
parties were carried out in the normal course of business on an
arm’s length basis. In note 28 of consolidated financial
statements, a brief description of related party transaction is
given including names of the respective related parties, nature
of relationship with them, nature of those transactions and
their value in amount.

IPO Fund Utilization:

According to consent letter no. SEC/CI/IPO-164/2011/1800
dated 13 December, 2012 issued by the Bangladesh Securities
and Exchange Commission, we were not allowed to utilize the
IPO proceeds before submission of the land rent receipts. Till
date, we have not been able to provide the said rent receipt.
However, on 18 November of 2013, Bangladesh Securities and
Exchange Commission (BSEC) permitted us to utilize the IPO
proceeds but we were required to keep an FDR in a scheduled
bank for an amount equivalent to the value of the lands for
which mutation and rent receipt have not been submitted. The
rest of the IPO proceeds were utilized for repayment of LC
value of our Machineries for 4th Production Unit.

Safety, Health And Environment Issues:

Ensuring healthy and safe working conditions for employees
and contractors is one of the most important issues for the
cement industry. Premier Cement takes all possible measures
to ensure that all its employees as well as communities within
which it operates remain safe at all times. Company’s safety
measures, continuous risk assessment policy ensures a healthy
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and hazard free work environment for all employees in the
workplace. Moreover we allow zero tolerance in sacrificing our
community’s health issues as we all are part of the society.
Environment preservation is therefore one of our top agendas.
Premier Cement is a certified Company from the Department
of Environment, Government of People’s Republic of Bangla-
desh through abiding all the laws and regulations exerted by
the above mentioned authority.

An explanation if the financial results deteriorate after the

There was no deterioration of financial results during the
period under review due to the above mentioned reason.

Quarterly disclosed financial performance and 2016-2017

As stipulated by law, the Company is required to publish the
report of its 1st, 2nd and 3rd quarterly financial performance
and the yearly performance are indicated in the following table:

Quarterly performance- PCML (Stand Alone)

Particulars
Revenue

1,734.48
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Quarterly performance- PCML (Consolidated)

Particulars
Revenue

1,926.53

Tk in Mio
i 2016-2017
10332.89

There was no significant variance between Quarterly Financial
performance and Annual Financial Statements. The Company
was able to maintain a remarkable performance both in opera-
tional and financial perspective throughout the period.

Remuneration of Directors:

Mr. Mohammad Mustafa Haider and Mr. Mohammed Ershadul
Hoque, Members of our Board of Directors are working
diligently and sincerely for the Company. Mr. Mustafa Haider is
looking after the Sales and Marketing and Mr. Ershadul Hoque
is responsible for overall operation. Each of them receives a
yearly remuneration of BDT 12,00,000 (Twelve lacs). None of
other BoD members including independent directors receive
any remuneration or benefits from the Company other than
BoD meeting attendance fee.

Internal control and adequacy of Audit Committee:

Our Company has a well defined internal control system to
support efficient business operations and statutory compli-
ance. External Auditors carry out concurrent audit of financials
which adds to the stability of the entire internal control
systems. Suitable internal checks have been built in to cover all
monetary transactions with proper delineation of authority,
which provides transparency at every stage of operation.

The Company has a strong system of budgetary control which
covers all aspects of operations, finance and capital expendi-
ture at a macro level by a monthly basis reporting directly to
top management. Financial performances and efficiency
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parameters are monitored periodically and actions are taken
then and there. Currently, our Audit Committee consists of the
following Directors:

Mr. M. Mahfuzur Rahman - Independent Director

Mr. Tarig Ahmed - Independent Director

Mr. Mohammed ErshadulHoque - Director

Going concern:

Going concern is one of the fundamental assumptions of
accounting on the basis of which financial statements are
prepared. According to going concern a business will continue
its business for the foreseeable future without the need or
intention on part of management to liquidate the entity or to
significantly curtail its operational activities.

Our Company has adequate resources to continue its opera-
tion for the foreseeable future. Thus the directors are of the
opinion that the Company is a going concern; and its financial
statements are prepared on a going concern basis.

Other concerns:

It is regrettable that a dispute has been arosen between
Rupayan Housing Estate Limited and the Company. The
Rupayan Housing Estate Limited agreed to sale an office space
of 21,507 sft (11" Floor) and 6 car parking spaces (4 in
Basement-1 and 2 in Basement -2) at the Rupayan Trade
Centre (a 18 storey building) at Bangla Motor area for Tk.
17,94,07,400.00 (Taka Seventeen Crores Ninety Four Lakhs
Seven Thousands Four Hundreds Only). The agreement for sale
was duly registered by Registered Deed No. 4169 on 12" May
2010 and the Company paid BDT 12.5 Crore to Rupayan at the
time of registration. Subsequently, Rupa- yan sold the same
property to a third party for at a higher price i.e. BDT 20 crores
33 lakhs 13 thousands and 7 hundreds. After knowing that
PCMLU's authority filed a case in the District and Session Judge
Court against Rupayan and applied for imposing restriction on
transfer of the said property to any other third party except
the plaintiff, case no.-61/2010. The District and Session Judge
Court on 13.07.2014 gave decree in favour of PCML after
hearing of the case. Afterwards that Rupayan did appeal but it
also went against them. Denying the Court verdict Rupayan
gave Subkobla Registree in favour of the said third party only at
a price of Tk. 5 crore, Sales deed no.-4312/15 dated
30.06.2015. Drawing attention to this regard PCML did appeal
to Durnity Domon Commission (DUDOK).

Significant deviation from the last year’s operating results

During the year under review phenomenal growth has been
witnessed in the year-end financial results. Turnover has
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increased by 10.37% over that of the previous year. The
Company has attained its highest revenue amounting BDT
10,332,898,832 which has not ever been attained before in its
life time. Due to increasing demand in the domestic market,
the Company has been able to achieve this highest revenue.
There has been an increase in the cost of raw materials as well
as an increase in the operational cost but no such increase was
observed in the price due to stiff competition. As a result the
gross profit, the profit from operation and the profit after
income tax have decreased which are depicted below:
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Particulars : 30 June 2017 : 30 June 2016 : Growth (%)

Revenue : 10,332,898,832 :

7,095,398,349 : 6,385,540,182

........ e EEEEssssdemssemem ..
'

1,779,370,215 : 2,454,689,553 ! (27.51)

........ A I T T T e T YT Ty ey

6,095,408,288

Total equity : 4,292,343,243 3,905,274,045 '

The total assets have increased by 15.03% due to addition of
new fixed assets in the year 2016-2017. As a result significant
positive growth has been noticed in respect of total non-cur-
rent assets. The current liability has increased by 45.33% due
to import of raw material against short term bank loan. On the
other hand due to repayment of long term bank loan the
non-current liability has decreased by 27.51%.
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Comparative 5 years operating, financial data and perfor-

Details of five years comparative Consolidated Statement of
Comprehensive Income and Statement of Financial Position
are presented in section “Shareholders and Stakeholders
information” page no 91 of this report.

Reserve and Surplus:

Retained earnings of the Company in FY 2016-2017 stood at
Tk. 2132.56 mn against TK. 1732.95 Mio in FY 2015-2016.

Dividend:

For the year ending on June 30, 2017, the Company earned Tk.
562.01 million as consolidated net profit after tax. The Board
of Directors in its meeting dated 27* August 2017 recommend-
ed 20% cash dividend. i.e. Tk. 2.00 against Tk. 10.00 per share
for the year 2016-2017. The following table would help you to
comprehend our dividend payment history:

Financial year

2012-2013

2015-2016

_______________________________________________________ e

2016-2017
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Rate of dividend

Cash Dividend Stock Dividend

20% (Recomended)

During the FY 2016-2017, a total of 5 (five) meetings of the
board were held. Attendance by the Directors has been
summarized in corporate governance report of this annual
report page no 63.
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Pattern of shareholding:

The pattern of shareholding (along with name wise detail) of
parent/subsidiary/ associate companies and other related
parties, Directors, Chief Executive Officer, Company Secretary,

tkaui avitbi aib:
I/ S/ TR @R TR @ TS S o, ARG, 347

fiE e, @R e, avm o e e (Faws),
SR AT 2 (YEESRG) G SR F0/& GR TS eI,

Chief Financial Officer, Head of Internal Auditor and their
spouse and minor children, executives, shareholders holding
10% or more voting interest in the Company as at 30 June
2017 are duly stated in the following report.

TR, CRIRTRIBREIR (I (=i <& (el s o7)
Vo G, 20359 SIRTY 30 % SR STSIK (S5 ARITR 7Y (PIINITS
4 e 7 e eferameet e fqe |

Chairman/Managing Director/Director/CFO/CS/Ho and other related parties:

--------------------------------------- [l il sl ity Bttt ittty Tttt
] 0 0 '

Spouse or
Minor
Children

Particulars Position

Shareholding

. Mohammad Mustafa Haider Chairman

______________________________________ [Pyl e
y 1 1

. Mohammed AmirulHaque

. M. Mahfuzur Rahman Inde.pendent
Director

'
______________________________________ e
o 1 1

'

e e Independent
Director

: Parent/Subsndlary/Assouated .
' Companies and related other party.

Shareholders holding ten percent (10%) or more voting interest in the Company (name wise details) other
than Chairman/ Managing Dlrector/ Director/ CFO/ CS/ HolA

ettt e it Tl [ttt tind [

Particulars Position Spouse or %
shareholding : Mmor Children

___________________________________________________ Il
U 1

18,332,500 17.39

'
--------------------------------- e

Sponsor
: Mr. Hasnat MD. Abu Obida Shareholder

» Executives (Top five Salaried person other than CEO, CFO,
+ CS, HolA)
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Directors Profile :

A brief profile of all directors is provided in the section “Direc-
tors profile” of this report on page no 32-37.

CSR Activates:

Since we are conducting our business in a society as well as in
a country, we confess that we have some responsibilities
towards our society and its welfare. Apart from doing business
and making profit, we also engage ourselves for the welfare of
the society in which we are operating our business. We carry
out regular analysis to find out the most effective way of
rendering service to people and to accelerate society’s
welfare. After a comprehensive analysis, we finally choose a
way to execute our responsibility towards the society. Because
of our CSR program not only the people of our society are
being benefited but we are being benefitted as well. It helps us
to enhance our corporate image in the society. A summary of
sustainable development initiatives and CSR initiatives of the
Company during the years is discussed in Corporate Social
Responsibility on page 101-110 in this annual report.

Corporate Governance:

To ensure the spirit of the corporate governance with account-
ability, for inspiring confidence of investors, regulators, financ-
ers and other stakeholders, Premier Cement Mills Limited is
committed to comply with all the requirements of corporate
governance as required by Bangladesh Securities and
Exchange Commission (BSEC). The detail about corporate
governance is discussed in Annexure-1 in this annual report.

Status of Compliance:

Status of compliance with the conditions imposed by the
Bangladesh Securities and Exchange Commissions Notification
No. SEC/CMRRCD/2006-158/134/Admin/44 dated August 7,
2012 along with a certificate from a practicing Cost& Manage-
ment Accountants has been enclosed in Annexure-VI

On behalf of PCML

Mohammed Amirul Haque
Managing Director

Place: Dhaka
Date: 23 September, 2017
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