RANGPUR FOUNDRY LTD

®
DIRECTORS' REPORT
TO THE SHAREHOLDERS
For the year ended 30 June 2021

WELCOMING SHAREHOLDERS

The Board of Directors of Rangpur Foundry Limited (RFL) welcomes all of you to the 41th Annual
General Meeting (AGM) of the company. We are delighted to submit before you the operational
activities, audited financial statements with auditor’s report of the company for the year ended on 30
June 2020 for your consideration and approval. We have tried to describe briefly the present scenario
of the business in the global context and comparing present economic condition of the country.

REVIEW OF CURRENT BUSINESS OPERATION

Bangladesh is a land of opportunities to grow of consumer as well as light ongoing business. Low
production costs, a large and growing home market with huge consumers encourage the business
houses. This prospects encourage the competitors to capture the market and newer challenges come.
Our motto is to provide safe and standard household and other products at a reasonable cost.
Therefore, various components like Production, Sales, Marketing, Distribution of company’s business
worked together to achieve success. Considering all the business, regulatory and compliance factors
for our business nature net revenue increase to taka 136.85 crore from taka 127.95 crore. It's higher
than the previous year.

This year the production capacity was 14,820 MT and actual production increased from 11965 MT to
12580 MT which is 5.14% higher than that of last year. At the same time capacity utilization was 85%
in this year.

The percentage of Sales Quantity for the products of the company is listed below:

(Qty in MT.)

Product Catego
MRSy Jul 20-Jun21 iofiounag | s Wereaser
Decrease

Tubewell & Spares (CI Products) 11,982 11,387 5.23%
Irrigation Pumps & Others (CI products) 766.53 215 256.52% |

(Qty in MT)

Increase/Decrease
Jul 20-Jun21 Jul19-Junzo | 'Merease/Decre
(%)
Installed Capacity 14,820 14,760 0.41%
Actual Production 12,580 11,965 5.14%
Utilization of Capacity 85% 81%
EXPORT OF GOODS

The export earnings increased by 24.6 percent in the fiscal year 2020-21. Due to COVID-13 Pandemic,
export couldn’t achieve its target. Economists and exporters all over the world are hopeful about
overcoming the crisis, but it would require diversifying products and markets along with sufficient
raw-materials with lower price. It also depends on the improvement of Covid-19 situation across the
export destinations. Moreover, making products according to the market demand is required to
achieve that goal. But RFL has significantly increased its export proceeds during the worldwide
lockdown situation.

This year company earned foreign currency of Tk. 3.90 cr. from its export proceeds, where it was BDT

3.13 crin the last fiscal year.
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SALES & DISTRIBUTION

A good sales picture mostly depends on a strong and prompt distribution network. Without the help
of such distribution team the sales force could not achieve such target. To accelerate the sales
revenue, distribution channel has been developed. More carriers' have been deployed to accomplish
the logistic support for the distribution points and dealers. As a result of giving importance more on
distribution & sales revenue volume and value has increased for the year 2020-21. Though sales &
distribution lost its rhythm due to country wise lock down by Government decision. Company
expected more growth on sales, but couldn't reach due to stiff competition and consumers' choice.
But the sales force tried to reach the undeveloped areas to ensure our products available each and
every corner of the country.

SOCIO-ECONOMIC POSITION OF COUNTRY: INDUSTRY PERSPECTIVE

Last couple of years our industry passing through some challenges. As a result small industries in this
sector cannot survive in this competition. Power and gas shortage, insufficiency of investment and
weak infrastructure are among the major obstacles to growth, as they disrupt industrial production
and discourage new investment. The favorable natural factors and strong government support in
terms of timely availability of inputs and finance is essential. The sector couldn’t achieve the growth
rate as like the previous years due to COVID-19 effect. Loss of job has made an impact of the purchase
power of the consumers on household goods. As a result economic activities was little bit slow during
this period.

OPERATIONAL PERFORMANCE

This year RFL made a gross sale of Tk. 136.85 Crores as against Tk. 127.95 Crores during the previous
year. This is approx. 6.95 % Higher than that of last year. The Cost of Production, Administrative &
Other expenses also increased proportionately. Cost of Goods sold increased 6.95% in this year. The
sales team worked hard to keep cash inflow positive during the lockdown. In the face of the adverse
situations company earned Tk. 8.83 Cr. operating profit and Tk. 3.68 Cr. net profit, after deducting
Workers Profit Participation Fund (WPPF), Workers’ Welfare Fund (WWF), Workers’ Welfare
Foundation Fund (WWFF) and Corporate Tax.

The comparatives on the financial performance of the Company for twelve-month period to June 30,
2021 are presented below:

Particulars 30-Jun-21 30-Jun-20 % of
(Taka) (Taka) change
Revenue 1,368,536,463 1,279,550,305 6.95%
Cost of Sales 1,089,034,666 1,018,257,719 6.95%
Gross Profit 279,501,797 261,292,586 | 6.97%
Operating Expense 191,123,878 174,792,258 9.34%
Financial Expense 38,538,300 42,500,917 -9.32%
Net Profit (Before 47,466,304 41,904,201 13.27%
Tax)
Provision for Tax 10,660,865 10,851,050 -1.75%
Net Profit after Tax 36, 805,439 31,053,151 18.52%

In addition to that Earning per Share (EPS) of the company for this year is Tk. 3.68 based on outstanding
1,00,00,000 shares of Tk.10 each and last year it was Tk. 3.11 per share. Net profit after tax was 18.52
percent higher than that of last year.
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COMPANY PRODUCTS

Tube Wells & and its spare parts including centrifugal pumps and some other Cast Iron (Cl) product is
the main category in product portfolio. The products are manufactured by cast iron. These products
are inthe market from a long time. Therefore product diversification is underway by the management.
Now the company is thinking to introduce newer household items for valued customers in the next
year and their choice, utility and requirements will be considered first.

HUMAN RESOURCE MANAGEMENT

Each new member joining in Rangpur Foundry Limited (RFL) is to become a participant in developing
a sustainable quality culture which implies a commitment to the organization and a sense for
continuous improvement leaving no room for complacency. The Rangpur Foundry Limited is
committed to ensure a talent based, transparent, fair and equal employment opportunity in all of its
sections. The Talent Management System is very scientific here, which has ensured that talented
people take the lead and bring the organization onward to compete in the global market successfully.

Training is another secret behind the high-performing Human Resources of RFL. We conduct Training
Need Assessment and organize Need Based Training for each and every team members of RFL. This
year we have conducted training on Career Planning, Employee Motivation, Team Building, Grievance
Handling, Fire and Electrical Safety, Chemical Safety, Workplace Safety, Computer Literacy, Personal
Development etc. We have also conducted customized training for those who are engaged in
hazardous work.

COMPLIANCE MANAGEMENT

Compliance management is a critical component of the internal control process for any business and
a prerequisite for assessing compliance with corporate performance standards.

In Rangpur Foundry Limited (RFL) we try our level best to keep up with the growing industry and its
reforming compliance standards by prioritizing our assessment and evaluation system in buyer’s
compliance, export compliance and social compliance. And therefore at those fundamental points we
have to cut off an amount of foreseeable profit. We interpret compliance as incorporating standards
that conform to specific requirements.

DIRECTORS' RESPONSIBILITIES FOR FINANCIAL STATEMENTS

According to condition 1(5)(xi)of CGG 2018, the directors of the company are responsible for
preparation and true and fair presentation of financial statements. This responsibility includes
designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of financial statements those are free from material misstatement whether due to fraud
or error, selecting and applying appropriate accounting policies. In that capacity, the Directors confirm
to the best of their knowledge that-

(i) 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.

(i) Proper books of accounts have been maintained.

(iii) Appropriate accounting policies have been consistently applied in preparation of the
financial statements and the accounting estimates are based on reasonable and prudent

judgment.

(iv) The International Accounting Standards (1AS) or International Financial Reporting Standards
(IFRS), as applicable in Bangladesh have been followed in preparation of the financial

statements.
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(v) The internal control of is sound In design and has been effectively implemented and
monitored.

(vi) Minority shareholders have been protected from abusive actions by, or in the interest of,
controlling shareholders acting either directly or indirectly and have effective means of
redress.

(vii) There is no significant doubt upon the company’s ability to continue as a going concern.

(viii) Key operating and financial data of at least preceding 5 (five) years has been
summarized and disclosed in this report.

(ix) No bonus share or stock dividend has been or shall be declared as interim dividend.

APPLICATION OF IAS/ IFRS IN FINANCIAL STATEMENTS

International Accounting Standards (IAS), and International Financial Reporting Standards (IFRS)
provide basis, structure, guideline and the requirement for their content for presenting financial
statement and this financial statement has been prepared following those standards. Statement of
compliance has been mentioned in Notes to the Financial Statements.

RESPONSIBILITY OF CEO & CFO FOR FINANCIAL DISCLOSURES

As it is the responsibility of the Chief Executive Officer (CEO)/ Managing Director (MD) and Chief
Financial Officer (CFO) to examine and certify that the financial statement is free from materially
untrue, misleading statement and omission of material fact along with re-presenting a true and fair
view of company's affairs to their best knowledge and belief before placing it before the board. After
their review, they have certified to the Board regarding true and fairness of financial facts and figures
during preparation of this financial statements as Annexure-A. The Board in its meeting held on
October 28, 2021, recorded that the CEO and CFO jointly submitted their certification as was required
under Condition No 1(5)(xxvi) of the Corporate Governance Code of BSEC.

LATEST SHAREHOLDING PATTERN

Securities and Exchange Commission has imposed a condition to disclose the Shareholding by the
individuals having relation with the company in condition no: 1.5 (xxiii). The board is presenting the
shareholding structure as on 30 June 2021 as Annexure -E.

CORPORATE GOVERNANCE PRACTICE

The company has developed its Corporate Governance framework based on Bangladesh Securities
and Exchange commission (BSEC) Corporate Governance Code, The Companies Act 1994, Listing
Regulations, standards of business ethics, politics and guideline of the company, various laws of the
land and local and global best practice. As the Company has significant presence in the capital market
& also in business operation, it abides by the guidelines of the relevant regulators and authorities.

As practiced earlier, company appointed M/S. SARashid & Associates (Chartered Secretaries) for the
year 2020-21 to examine the compliance status of the company. For appropriate reporting of
governance under 9(1), a statement on status of compliance has been annexed to this report. Auditor
will provide a certification under condition 9(2) of Corporate Governance Code after completing the
examination and their documentary satisfaction.

APPOINTMENT OF COMPLIANCE AUDITOR
M/s. SARashid & Associates has conducted the audit on compliance of the Corporate Governance

Code during the fiscal year 2020-21.
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The board has recommended to re-appoint SARashid & Associates, Chartered Secretaries, Noakhali
Tower (12th Floor, 13-D) 55/B, Purana Paltan, Dhaka-1000, Bangladesh as Compliance Auditor for the
purpose of conducting compliance audit and issuance of compliance certificate for the year 2021-22
following the notification issued by BSEC. The recommendation of the Board for their appointment is
placed in the General Meeting for approval.

COMPANY’S INTERNAL CONTROL

Internal control systems are basic management practices that usually involve two elements: a policy
establishing what should be done and procedures used to support the policy. Internal control systems
typically come from senior management's interpretation of the company’s strategic initiatives, laws
and regulations, or industry standards and practices.

Company policies and procedures are used to:

¢ Ensure management directives are carried out in proper manner,
e Set Company standards that fulfill company’s mission & vision, and
e Communicate regulations that apply to all personnel and all process flows.

Internal Control Policy of RFL

# RFL has created a framework to ensure that performance and duties of senior management
and employees of the company are in compliance with relevant laws and regulations as well
as the articles of incorporation.

A framework to ensure an efficient performance of duties by directors of the company

A framework aimed at preservation and control of information relating to the performance of

*

*
*

7
..0

duties by functional heads

A framework including rules and preventing actions concerning the risks.

A framework to ensure effective audit actions by the internal audit team and reporting
regularly to Audit Committee.

X3

*

X3

o

APPROPRIATION OF PROFIT
Considering the financial results of the Company, the Directors are pleased to report you their
recommendations for appropriation of earnings for the year under review. The appropriations are as

follows:
Particulars (Amount in ‘000Taka)
30-June-2021 30-June-2020
(a) Net Profit after Tax 36,805 31,053
(b) Appropriation Proposed
i Dividend Paid @ 23% for 2020-21 (23,000) (23,000)
ii. Prior year adjustment (Deferred Tax) Nil Nil
Transferred to Retained Earnings 13,805 8,053
Add. Accumulated surplus 177,288 169,235
Balance Carry forward 191,094 177,288 J
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DECLARATION OF DIVIDEND

The Directors confirms that no stock dividend or bonus share has not declared during year or shall be
declared in future as interim dividend. A stable Dividend policy is followed by the management
considering benefits of the shareholders’ and safeguarding their valuable investment. Considering
business conditions and growth, the Board of Directors proposed and recommended for declaration
of Cash Dividend for the year 2020-21 at the rate of Tk.23 percent for our valued investors after
reviewing the Company’s profitability & stability. This will involve an amount of Tk. 23,000,000 for the
accounting year 2020-21.

RISK MANAGEMENT

Risk management is a process of thinking systematically about all possible risks, problems or disasters
before they happen and setting up procedures that will avoid the risk, or minimize its impact, or cope
with its impact. It is basically setting up a process where we can identify the risk and set up a strategy
to control or deal with it. It is also about making a realistic evaluation of the true level of risk.
Company’s aim on risk management:
% Achieve and maintain a reduced cost of risk without placing the Institute in a position of risk
exposure that could have a significant impact on its financial security and its Mission.
% Evaluate and assess all risks of loss and need related insurance.
» Whenever possible, modify or eliminate identifiable conditions and practices which may cause
loss.
» Protect the interest off all other stakeholders.

EXPANSION & FUTURE PLAN

An operations plan is the engine that runs the business machine. An operation plan becomes effective
when Operations and Management Plan combines together. As a part of Operations and Management
Plan, Management has expanded its production lines to increase capacity within the factory premises
couple of years ago. Now, it’s high time to gear up with production & sales within the existing
production capacity.

Considering customers’ choice we are trying to expand our business locally and globally. Operation
units are working on this and analyzing the prospective areas. Research & Development team working
very hard and newer products will be added in company’s portfolio in the coming days. Newer export
areas are being searched for generating more revenue from export.

ROTATION OF DIRECTORS

According to the Section 91(2) of the Companies Act 1994, not less than one third of the total number
of directors of every Company retire from the position in the Annual General Meeting and if eligible
may be re-elected. Accordingly, Meeting, Mr. Chowdhury Kamruzzaman shell retire from her
directorship as per Article 123 & 129 of the Articles of the Association. Accordingly being eligible can
offer herself for re-election as per Article 130.

CODE OF CONDUCT

The Board members of Rangpur Foundry Limited are committed to operate the business with integrity.
To ensure transparency & accountability of the directors, the members of the Board have adopted a
code of conduct. This code is applicable for new member inclusion of the Board and a compliance
status is kept for necessary records at registered office of the company. The Directors are responsible
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o . . ® .
for maintaining ethical code of conduct in refdfion to business & regulations from the govt. authorities.
Compliance of Code of Conduct is reported by the members to the board annually.

CONTINUATION OF NEW INDEPENDENT DIRECTOR

The board of Directors of AMCL has appointed Mr. Md. Abdus Salam FCA as Independent Director
with effect from 8th July 2019. He has also been appointed as the Chairman of the Nomination and
Remuneration Committee, and the Audit Committee as well. Initially he has been appointed in the
company's board as Non-executive Independent Director for a term of 3 years. The appointment has
been approved by the Shareholders in the Annual General Meeting of the company. A brief resume of
Mr. Md. Abdus Salam FCA is annexed in separate page with the profile of other Board Members.

DIRECTOR’S REMUNERATION

The Company has fixed remuneration for the Board members for attending the Meeting of the
members. The members of the Board of Directors of the Company having shares did not receive any
remuneration or reimburse any expense for attending the Board Meeting held during the year.

DIRECTORS' MEETING ATTENDANCE

The meeting of the Board of Directors are held periodically to have proper direction, supervision and
control on company’s policy and strategy. All the directors considered the meetings as vital one for
company’s development and growth. The board also regularly monitored the exercise of the decisions
given in the meeting. During the year under review meetings of the board members been held and
the attendance been given in Annexure-D of this annual report.

RE-APPOINTMENT OF CHAIRMAN AND MANAGING DIRECTOR

Mr. Ahsan Khan Chowdhury and Mr. Rathendra Nath Paul has been re-appointed as the Chairmar: &
Managing Director of the Company for another 5 years by the Board of Directors in its meeting held
on 28 October 2021. Mr. Rathendra Nath Paul will be re-appointed as Managing Director subjert to
the confirmation of Shareholders in the upcoming Annual General Meeting.

RE-APPOINTMENT OF AUDITOR
The existing auditor existing auditor M/s. S.F. Ahmed & Co., Chartered Accountants, House # 51 (2™
Floor), Road # 9, Block F, Banani, Dhaka-1213, Bangladesh is going to retire at this Annul General
Meeting and being eligible for re-appointment for consecutive 2" year, the Board considering the
section 210 of The Companies Act 1994 and other applicable provisions relating to reappa:ntment of
existing auditor, existing auditor M/s. S.F. Ahmed & Co., Chartered Accountants, House i 51 (2"
Floor), Road # 9, Block F, Banani, Dhaka-1213, Bangladesh are hereby recommended by the hoard to
reappoint as auditor(s) of the company and to hold office till the conclusion of the n2xt Annual

General Meeting. Yo

CONSTITUTION OF NRC o
According to condition 6 of the Corporate Governance Code, the board of directors need to form a

Nomination and Remuneration Committee (NRC). There should have at least 03 (three) members
including at least one Independent Director and non-executive directors where the indepenient
director would be the chairman. The board shall determine and recommend the Terms of Referernce
(ToR). The board of directors of RFL states that the conditions as stated in condition 6 of theCorporate

Governance Code shall be complied with. Present composition of the NRCis as follows: '
it

k.
Name Position in the Board  |Position in the Con'!_m{ttea *L

Md. Abdus Salam FCA Independent Director  |Chairman € ‘

i
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Ahsan Khan Chowdhury Chairman Member

Sabiha Amjad Director Member

Company Secretary acts as the secretary of the NRC.

AUDIT COMMITTEE

It is very important issue for all Publicly Listed Companies to constitute an effective Audit Committee.
The Board of Rangpur Foundry Limited has constituted an Audit Committee to comply with the
condition 5 of the Corporate Governance Code notified. The present Audit Committee is as follows:

Name Position in the Board  |Position in the Committee
Md. Abdus Salam FCA Independent Director |Chairman
Ahsan Khan Chowdhury Chairman Member
Sabiha Amjad Director Member

The Audit Committee has been formed with a view to have assistance in continuous review,
monitoring and assessment of performance of the organization systematically against the regulatory
requirement, established policies, management of risk and compliance with the existing laws of the
country. The Audit Committee works as a sub-committee to the Board. The Company Secretary acts
as Secretary to the Committee.

RELATED PARTY TRANSACTIONS

Details of related party transactions entered into by the company as the normal course of business
during the year under review are set out in notes to the financial statements.

During the year 2020-21, mutual transactions of temporary loans with sister concerns have
been disclosed in note: 40(1)(a) of the financial statements. The matters re'ated to
giving/taking corporate guarantee to/firm sister concerns have been discloset in note:
40(1)(b)(c) of the financial statements. This has been placed for approval by the shareholders
in the AGM.

SEGMENT INFORMATION
Quantitative disclosure of company’s product disclosed as follows. Information has been segmented

as -

(i) Production Capacity and Actual Production y

(ii) Sales

(iii) Finished Goods
The segmented information about company’s products are displayed in the notes in the financial
statements in this report and is consistent with the total sales value for the purposes of4 evaluating
performance. "‘

GOING CONCERN

After analyzing the previous business operation and having full cause and effect in the financial
statement, the Board of Director confirms that they have reasonable expectation on the going concern
identity of the company. Analysis of previous business operation and cause and effect in the financial
statement are the basis of this confirmation Management has prepared financial statements on a
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going concern basis, having made due enquiries that the Company have adequate resources to
continue operations in the upcoming days.

EXTRA-ORDINARY EVENTS
No event of extra ordinary gain or loss occurred during the reporting period which would require
adjustment or disclosure in the financial statements.

UTILIZATION OF PROCEEDS FROM PUBLIC ISSUE

In disclosing utilization of proceeds from Public Issue, no such event of collecting fund from public
issues took place during the financial period which would require adjustment or disclosure in this
annual report.

VARIANCE IN QUARTERLY AND ANNUAL FINANCIAL PERFORMANCE

In disclosing the variance during the financial year, no such reporting is applicable for the management
in respect of significant variance occurs between the Quarterly Financial performance and Annual
Financial Statements.

APPRECIATION

We extend our warmest thanks and sincere gratitude to the valued investors, consumers, patrons,
media, well-wisher, banks, insurance companies, Securities & Exchange Commission, Dhaka Stock
Exchange, Chittagong Stock Exchange, Government regulatory agencies, Central Depository
Bangladesh Limited and all business associates for their confidence, continued support & cooperation
in accomplishing the company’s business objective. We look forward to their continued support, co-
operation, and guidance those are our constant source of encouragement in the day ahead.

The Directors also express their deep appreciation for the sincere and dedicated service rendered by
the management and employees for being an integral part of the Company’s success.

Once again we offer our heartiest thanks to all shareholders for their support during this year.

On behalf of the Board of Directors,
J

Ahsan Kh Chhu ry

Chairman
28 October 2021
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