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Independent Auditor’s Report to the shareholders of Rangpur Foundry Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Rangpur Foundry Limited, which comprise the statement of
financial position as at 30 June 2021 and the statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Company as at 30 June 2021 and of its financial performance and its cash flows for the year ended in
accordance with International Financial Reporting Standards (IFRSs), the Companies Act 1994, the
Securities and Exchange Rules 1987 and other applicable laws and regulations.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Company in accordance with
the International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants
(IESBA Code) and, we have fulfilled our other ethical responsibilities in accordance with the [ESBA Code
and the Institute of Chartered Accountants of Bangladesh (ICAB) Bye Laws. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole and in forming our opinion thereon and we do not provide a
separate opinion on these matters.

How the scope of our audit responded to the key

Key audit matter description

audit matter

Revenue

ISAs require that, as part of our overall
response to the risk of fraud, when identifying
and assessing the risks of material
misstatement due to fraud, we evaluate which
types of revenue or revenue transactions might
give rise to potential fraud risks.

| The Company is  concentrated in
manufacturing. We have specifically focused
this key audit matter to cut-off and occurrence
for revenue recorded within June 2021.
Pressures to meet stakcholders® expectations
could provide incentives to record revenues
where controls of the goods have not passed.

Audit procedures performed
We performed walkthroughs of the revenue cycle at

significant components to gain an understanding of
when the revenue should be recognized, to map out
the relevant controls end to end and the processes in
place.

We assessed the design and implementation of these
controls. We tested a sample of individual sales
transactions and traced to dispatch notes and |
subsequent cash receipt or other supporting |
documents.

We performed analytical reviews to identify any
unusual or one-off material revenue transactions, We
identified and considered the impact of any credit
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Key audit matter description

How the scope of our audit responded to the key
audit matter

The associated disclosure is included within
Note 19. For specific detail on the Company’s
accounting policy, please see Note 3 .4.

notes or inventory returns occurring after year-end,
including evaluating the impact of any material
overdue debts from customers.

With regard to the implementation of IFRS 15
“Revenue from Contract with Customers”, we
verified management’s conclusion from assessing
different types of contracts and the accuracy of the
revised accounting policies in light of the industry
specific circumstances and our understanding of the
business, We tested the appropriateness of the
accounting treatment on a sample basis. In addition,

we verified the accuracy of IFRS 15 related
disclosures.
Key observations communicated to the Audit

Committee

We were satisfied that the revenue recognition
policies have been applied appropriately. Based on the
work performed, we concluded that revenue has been
recorded appropriately.

Inventory

At the reporting date, the carrying value of
| inventory amounted to Taka 297,284,113
which is 71.79% of total assets. Inventories
were considered as a key audit matter as
inventory valuation involves management
judgement.

Inventory valuation and existence was an audit
focus area because of the volume of
inventories, and the judgment applied in the
valuation of inventory to incorporate inventory
shrinkage.

According to the Company’s accounting
policy, inventories are measured at the lower of
cost or net realizable value. The Company has
specific procedures for identifying risk for
obsolete items and measuring inventories at the
lower of cost and net realizable value.

| The associated disclosure is included within
Note 5. For specific detail on the Company’s
accounting policy, please see Note 3.3.

Audit procedures performed

e Assessing the compliance of company’s
accounting policies over inventory with applicable
accounting standards.

e Assessing the inventory valuation process,
practices and tested the effectiveness of the key
controls.

e Assessing the analyses made by management with
respect to slow moving and obsolete stock.

s Attending inventory count on 30 June 2021 and
reconciling the count results to the inventory
listings to test the completeness of data. .

e Comparing the net realizable value, obtained |
through a detailed review of sales subsequent to
the year-end, to the cost price of a sample of
inventories.

e Reviewing the historical accuracy of inventory
provisioning and the level of inventory write-offs
during the year.

¢ Evaluating the correctness of the valuation of raw
materials and packing material as per FIFO
method.

e Reviewing the calculation of standard labor hours
and their regular comparison with actual labor
hours of production; and reviewing the process of
valuing work-in-progress.

Key observations communicated to the Audit

Committee

We were satisfied that the inventory recognition and

measurement  policies have  been  applied

appropriately. Based on the work performed, we
concluded that inventories have been recorded
appropriately.
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Key audit matter description

How the scope of our audit responded to the key
audit matter

|

Property, plant and equipment
At the reporting date, the carrying value of | Audit procedures performed
the Company’s property, plant and |* We obtained an understanding of the client and its

equipment amounted to Taka 52,749,698.
The valuation of property, plant, and
equipment was identified as a key audit
matter due to the significance of this balance
to the financial statements, as well as the
significance of management’s judgements in
determining its valuation,

In considering the valuation of property,
plant, and equipment, we focused on the
assessment of the followings:

s [Inherent risks associated with property,
plant and equipment.

s Potential misstatements in property,
plant, and equipment on account of
frauds and errors.

Assessment of useful lives of assets.
Assessment of impairment of assets.

Inherent risks associated with property. plant
and equipment

e Property, plant and equipment may
include assets that should have been
derecognized following sale, other
transfer of rights or abandonment.

» Expenditure that should have been

recognized as property, plant and
equipment but has not been so
recognized, including capitalized finance
costs.

e Depreciation may have been incorrectly
calculated.

Potential misstatements in property, plant,

and equipment on account of frauds and

CITOTrS

e Purchase of an asset at an inflated price
especially from a related party.

o Wrong write-off of the asset as scrap,

obsolescence, missing, donated, or
destroyed.
¢ Expenditures for  repairs  and

maintenance recorded as property, plant
and equipment or vice versa.

o Capitalization of expenditure which are
not normally attributable to the cost of
the property, plant and equipment.

e Recording of an asset purchased, which
in effect has not actually been received
by the entity at all.

Key observations

environment to consider inherent risk related to
property, plant, and equipment. Our understanding
includes:

» Obtaining an understanding of the internal
control over property, plant, and equipment.

» Assessing the risks of material misstatement
and designing tests of controls and
substantive procedures that cover the
following aspects:

v Substantiate the existence of property, plant,
and equipment.

v' Establish the completeness
property, plant, and equipment.

¥ Verify the cut-off of transactions affecting
property, plant, and equipment.

v"  Establish the proper valuation or allocation of
property, plant, and equipment and the
accuracy of transactions affecting property,
plant, and equipment.

v Determine the correctness and
appropriateness of classification of property,
plant and equipment,

We obtained an understanding of the potential
misstatements in property, plant, and equipment
on account of frauds and errors.
We evaluated the assumptions made by
management in the determination of useful lives to
ensure that these are consistent with the principles
of IAS 16. “Property, Plant and Equipment”.
We compared the useful lives of each class of
asset in the current yecar to the prior year to
determine whether there were any significant
changes in the useful lives of assets, and
considered the reasonableness of changes based on
our knowledge of the business and the industry.

We assessed whether there are circumstances that

indicate a possible impairment of property, plant

and equipment and if such circumstances exist,
how the same have been dealt with by the entity.

of recorded

communicated to the Audit

Committee

We were satisfied that the property, plant and
equipment recognition and measurement policies have
been applied appropriately. Based on the work
performed, we concluded that property, plant and
equipment have been recorded appropriately.




How the scope of our audit responded to the key

Key audit matter description AaidiE nikbtie

Assessment of useful lives of assets
Management  applies  estimates  and
judgements in its determination of useful
lives of assets and reviews the useful lives of
assets at each financial year end and adjusts
for changes, where appropriate.

Impairment of assessment

At the end of each reporting period,
management assesses whether there is any
indication that an asset may be impaired. If
any such indication exists, management
estimates the recoverable amount of the
asset. If the recoverable amount of an asset
is less than its carrying amount, the carrying
amount of the asset is reduced to its
recoverable amount.

The associated disclosure is included within
Note 4. For specific detail on the Company’s
accounting policy, please see Note 3.1.

Reporting on Other Information

Management is responsible for the other information. The other information comprises the information
included in the Annual Report, other than the financial statements and our auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If we identify such material inconsistencies or apparent material misstatement, we are required to
determine whether there is a material misstatement in the financial statements or a material misstatement
of the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in
respect of these matters.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
and Internal Controls

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, the Companies Act 1994, the Securities and Exchange Rules 1987 and other
applicable laws and regulations and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.




Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control,

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company 1o
cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.




Report on other Legal and Regulatory Requirements

In accordance with the Companies Act 1994 and the Securities and Exchange Rules 1987 and relevant
notifications issued by Bangladesh Securities and Exchange Commission, we also report the following:

a) we have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purposes of our audit and made due verification thereof;

b) in our opinion, proper books of accounts as required by law have been kept by the Company so far
as it appeared from our examination of these books;

¢) the statement of financial position and statement of profit or loss and other comprehensive income
dealt with by the report are in agreement with the books of accounts; and

d) the expenditure incurred was for the purposes of the Company’s business.

Firm’s Name : S.F. Ahmed & Co., Chartered Accountants

Firm’s Registration No. : 10898 E.P, under Partnership Act 1932

Signature ) zgﬁﬁﬂwﬂ’@”‘

Engagement Partner Name :  Md. Enamul Haque Choudhury, FCA,
Senior Partner/Enrollment No. 471

DVC Number : 2111010471A8414499

Date : 28 October 2021
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RANGPUR FOUNDRY LIMITED

Statement of Financial Position
As at 30 June 2021

Notes Amount in Taka
30 June 2021 [ 30 June 2020
ASSETS
Non-Current Assets
Property, plant and equipment 4 52,749,698 53,217,125
52,749,698 53,217,125
Current Assets
Inventories 5 297,284,113 255,010,616
Trade receivables 6 4,599,115 7,883,317
Advances, deposits and prepayments 7 45,635,151 34,023,064
Cash and cash equivalents 8 32,017,019 69,381,124
379,535,398 166,298,121
TOTAL ASSETS 432,285,096 419,515,246
FEQUITY AND LIABILITIES
Shareholders' Equity
Share capital 9 100,000,000 100,000,000
Retained earnings 10 191,094,151 177,288,712
291,094,151 277,288,712
Non-current Liabilities
Deferred tax liabilities 11 134,452 239,859
134,452 239,859
Current Liabilities
Short term loan 12 113,664,943 108,960,184
Trade payables 13 3,480,352 3,614,651
Liabilities for expenses 14 3,247,603 9,001,757
Security deposit of distributors 15 3,161,489 3,321,488
Provision for income tax 16 10,766,272 10,956,202
Workers profit participation fund (WPPF) & WF payable 17 2,373,315 2,095,210
Unclaimed dividend account 18 4,362,519 4,037,183
141,056,493 141,986,675
TOTAL EQUITY AND LIABILITIES 432,285,096 419,515,246
Net Asset Value (NAVY) 29 29.11 27.73

The annexed notes form an integral part of these financial statement.

W R _ i
Ahsan Khan Chowdhury thendra Nath Paul

Chairman

Managing Director

Kishor Kumar Debrfath
Chief Financial Officer

Muhammad Aminur Rahman
Company Secretary

Signed in terms of our separate report of even date annexed.

2l V=

Dated, Dhaka
28 October 2021

P e T T

5.F. Ahmed & Co.
Chartered Accountants

DVC No. 2111010471A5414499



RANGPUR FOUNDRY LIMITED

Statement of Profit or Loss and Other Comprehensive Income
For the the year ended 30 June 2021

Notes Amount in Taka
2020-2021 | 2019-2020

Revenue 19 1,368,536,463 1,279,550,305
Less: Cost of goods sold 20 1,082,034,666 1,018,257,719
Gross Profit 279,501,797 261,292,586
Less: Operating expenses 191,123,878 174,792,258
Administrative expenses 21 49,409,575 47,016,429
Selling & distribution expenses 22 92,975,126 84,042,074
Marketing expenses 23 48,739,177 43,733,755
Operating Profit 88,377,919 86,500,328
Less: Finance cost . 24 38,538,300 42,500,917
Net Operating Profit 49,839,619 43,999,411
Add: Other income 25 - -
Profit before contribution to WPPF & WF 49,839,619 43,999,411
Less: Contribution to WPPF & WF 26 2,373,315 2,095,210
Net Profit/(Loss) before tax 47,466,304 41,904,201
Less: Income tax 10,660,865 10,851,050
Current tax 27 10,766,272 10,956,202
Deferred tax expense/(income) 11 (105,407) (105,152)
Net Profit/(Loss) after tax 36,805,439 31,053,151
Other comprehensive income - -
Total comprehensive income 36,805,439 31,053,151
Earning per share (EPS) 28 3.68 3.11

The annexed notes form an integral part of these financial statement.

Ahsan Khan Chowdhury Razendra Nath Paul &Ma& Muﬁammad Aminur Rahman

Chairman Managing Director Chief Financial Officer Company Secretary

Signed in terms of our separate report of even date annexed.

Dated, Dhaka S.F. Ahmed & Co.
28 October 2021 Chartered Accountants

DVC No. 2111010471A5414469



RANGPUR FOUNDRY LIMITED

Statement of Changes in Equity
For the the year ended 30 June 2021

{Amount in Taka)

Partili Share Retained Total
Capital Earnings Equity
Balance as on 01 July 2020 100,000,000 177,288,712 277,288,712
Net profit for the year - 36,805,439 36,805,439
Cash dividend (2019-2020) - (23,000,000) (23,000,000)
Balance as on 30 June 2021 100,000,000 191,094,151 291,094,151
Vot Sha.rc Retaj.ned Tot:al
Capital Earnings Equity
Balance as on 01 July 2019 100,000,000 169,235,561 269,235,561
Net profit for the year - 31,053,151 31,053,151
Cash dividend (2018-2019) - (23,000,000) | (23,000,000)
Balance as on 30 June 2020 100,000,000 177,288,712 277,288,712 |
i
Ahsan Khan Chowdhj_ éathﬁzra gath Paul Kishor Kumar Debnath Muhammad Aminur Rahman

Chairman Managing Director

Chief Financial Officer

Company Secretary

Signed in terms of our separate report of even date annexed.

Dated, Dhaka
28 October 2021

@-W

S.F. Ahmed & Co.

Chartered Accountants
DVC No.2111010471A5414499




RANGPUR FOUNDRY LIMITED

Statement of Cash Flows
For the the year ended 30 June 2021

g Amount in Taka
2020-2021 | 2019-2020

Cash flows from operating activities
Receipts from customers 1,371,820,665 1,275,004,634
Payment to suppliers (936,278,253) (780,179,146)
Payments for direct and indirect expenses (393,414,276) (351,946,239)
Advance income tax (14,391,505) {22,537,733)
Interest paid (37,804,802) (42,630,202)
Net cash flow from/ (used in) operating activities {10,068,172) 77,711,314
Cash flows from investing activities
Acquisition of property, plant and equipment (9,251,047) (15,298,104)
Net cash used in investing activities (9,251,047) (15,298,104)
Cash flows from financing activities
{Repayment)/Receipt of short term credit facilities 4,704,760 (1,070,107)
Security deposit of distributors (160,000) -
Payment of dividend (22,674,664) (22,825,036)
Net cash (used in)/flow from financing activities (18,129,904) (23,895,143)
Net (deerease)/increase in cash and bank balances (A+B+C) (37,449,123) 38,518,067
Cash & Bank Balances at beginning of the year 69,381,124 30,219,254
Effect of Exchange Rate Changes on cash and cash equivalents 85,018 643,802
Cash & Bank Balances at end of the year 8 32.017,019 69.381,124
Net Operating Cash Flow Per Share (NOCFPS) 30 (1.01) 7.77

Ahsan Kh; \R«wdhury Raihcndm Nath Paul KIShor umar Débnath

Chairman Managing Director Chief Financial Officer

Muhammad Aminur Rahman
Company Secretary

Signed in terms of our separate report of even date annexed.

S.F, Ahmed & Co.
Chartered Accountants
DVC No. 2111010471 A8414499

Dated, Dhaka
28 October 2021
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RANGPUR FOUNDRY LIMITED
Notes to the Financial Statements
For the year ended 30 June 2021

Reporting entity

Company profile

Rangpur Foundry Limited was incorporated in Bangladesh on 30 June 1980 as a private limited
company under the Companies Act, 1913 and subsequently the Company was converted into a
public limited company on 8 November 1996. The Company went into public in 1999 and its
shares are listed with the Dhaka Stock Exchange Ltd. and Chittagong Stock Exchange Ltd.. The
Company's registered office is situated at PRAN-RFL Centre, 105 Middle Badda, Progoti
Sharani, Dhaka-1212 and the factory is located at BSCIC Industrial Estate, Kellabond, Rangpur.

Principal activities
The Company owns and operates an industrial undertaking which manufactures and sells cast
iron products which include tubewell and irrigation pump including spare parts thereof.

Basis of preparation of financial statements

Reporting framework and compliance thereof

The financial statements have been prepared in compliance with the requirements of the
Companies Act 1994, the Securities and Exchange Rules 1987, the Listing Regulations of
Dhaka Stock Exchange (DSE) and other relevant local laws as applicable, and in accordance
with the International Financial Reporting Standards (IFRSs) issued by the International
Accounting Standards Board (IASB) and adopted by the Institute of Chartered Accountants of
Bangladesh (ICAB).

Measurement of elements in the financial statements

Measurement is the process of determining the monetary amounts at which the elements of the
financial statements are to be recognised and carried in the statement of financial position and
profit or loss and other comprehensive income. The measurement basis adopted by Rangpur
Foundry Limited is historical cost except for financial assets and inventories which are stated in
the accounting policies mentioned in the respective notes.

Functional and presentational currency and level of precision

The financial statements are prepared in Bangladesh Taka (BDT), which is the Company's
functional currency. All financial information is presented in BDT and has been rounded off to
the nearest BDT.

Use of estimates and judgment

The preparation of financial statements in conformity with International Financial Reporting
Standards (IFRSs) requires management to make judgments, estimates and assumptions that
affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses, and disclosures requirements for contingent assets and liabilities during
and at the date of the financial statements.

Actual results may differ from these estimates. Estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions of accounting estimates are recognised in the period in
which the estimate is revised and in any future periods affected as required by IAS 8:
Accounting Policies, Changes in Accounting Estimates and Errors. In particular, significant
areas of estimation uncertainty and critical judgments in applying accounting policies that have
the most significant effect on the amounts recognised in the financial statements include
depreciation, impairment, net realizable value of inventories and provisions.




2.5

2.6

2.7

2.8

2.9

2.10

Comparative information and rearrangement thereof

Comparative figures have been re-arranged wherever considered necessary to ensure better
comparability with the current period without causing any impact on the profit and value of
assets and liabilities as reported in the financial statements.

Going concern

When preparing financial statements, management makes an assessment of Rongpur Foundry
Limited’s ability to continue as a going concern. Rangpur Foundry Limited prepares financial
statements on a going concern basis.

Accrual basis of accounting

Rangpur Foundry Limited prepares its financial statements, except for cash flow information,
using the accrual basis of accounting. Since the accrual basis of accounting is used, the
company recognizes items as assets, liabilities, equity, income and expenses (the elements of
financial statements) when they satisfy the definitions and recognition criteria for those
elements in the Framework,

Materiality and aggregation

Rangpur Foundry Limited presents separately each material class of similar items. The
Company presents separately items of a dissimilar nature or function unless they are immaterial.
Financial statements result from processing large numbers of transactions or other events that
are aggregated into classes according to their nature or function.

Offsetting
Rangpur Foundry Limited does not offset assets and liabilities or income and expenses, unless
required or permitted by an IFRS.

Date of authorization for issue of the financ
On 28 October 2021 the Board of Directors reviewed the financial statements and authorized
them for issue.

Summary of Significant accounting policies

Rangpur Foundry Limited selects and applies its accounting policies consistently for similar
transactions, other events and conditions, unless a IFRS specifically requires or permits
categorization of items for which different policies may be appropriate. The accounting policies
set out below have been applied consistently (otherwise as stated) to all periods presented in
these financial statements.

Changes in significant accounting policies

Rangpur Foundry Limited changes its accounting policy only if the change is required by a
IFRS or results in the financial statements providing reliable and more relevant information
about the effects of transactions, other events or conditions on the company’s financial position,
financial performance or cash flows. Changes in accounting policies is to be made through
retrospective application by adjusting opening balance of each affected components of equity
i.e. as if new policy has always been applied.

Changes in accounting estimates

Estimates arise because of uncertainties inherent within them, judgment is required but this does
not undermine reliability. Effect of changes of accounting estimates is included in profit or loss
account.



3.1

3.1.1

Correction of error in prior period financial statements

Rangpur Foundry Limited corrects material prior period errors retrospectively by restating the
comparative amounts for the prior period(s) presented in which the error occurred; or if the
error occurred before the earliest prior period presented, restating the opening balances of

Property, plant and equipment

Recognition and measurement

The cost of an item of property, plant and equipment is recognised as an asset if, and only if it is
probable that future economic benefits will flow to Rangpur Foundry Limited and the cost of
the item can be measured reliably. An item of property, plant and equipment that qualifies for
recognition as an asset is measured at its cost.

Elements of costs

Purchase price, including import duties and non-refundable purchase taxes, after deducting
trade discounts and rebates. Costs directly attributable to bringing the asset to the location and
condition necessary for it to be capable of operating in the manner intended by the management.
The initial estimate of the cost of dismantling and removing the item and restoring the site on
which it is located.

Subsequent cost
Costs of day to day servicing [repairs and maintenance] are recognised as expenditure as

incurred. Replacement parts are capitalized, provided the original cost of the items they replace
is derecognised.

Measurement of property, plant and equipment

After recognition as an asset, an item of property, plant and equipment is carried at its cost less
any accumulated depreciation and any accumulated impairment losses.

Depreciation

The depreciation charge for each period is recognised in profit or loss unless it is included in the
carryving amount of another asset. Depreciation of an asset begins when it is available for use,
i.e. when it is in the location and condition necessary for it to be capable of operating in the
manner intended by management. Rangpur Foundry Limited uses the reducing balance method
to depreciate each item of property, plant and equipment. The rates of depreciation, applied on
reducing balance method, for the current and comparative year are as follows:

Particulars Rate
Office building 5%
Factory building 10%
Plant & machineries 20%
Furniture, fixture & equipment 10%
Vehicles 20%

Derecognition of property. plant and equipment

The carrying amount of an item of property, plant and equipment is derecognised on disposal or
when no future economic benefits are expected from its use or disposal. The gain or loss arising
from derecognition of an item of property, plant and equipment is included as other income in
profit or loss when the item is derecognised.




3.2
3.2.1

Impairment of assets

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. That reduction is an impairment loss. An impairment
loss on a non-revalued asset is recognised in profit or loss. However, an impairment loss on a
revalued asset is recognised in other comprehensive income to the extent that the impairment
loss does not exceed the amount in the revaluation surplus for that same asset. Such an
impairment loss on a revalued asset reduces the revaluation surplus for that asset.

Rangpur Foundry Limited assesses at the end of each reporting period whether there is any
indication that an asset may be impaired. If any such indication exists, Rangpur Foundry
Limited estimates the recoverable amount of the asset.

Financial instruments
Financial assets
Trade receivables

Trade receivables are measured in accordance with the business model under which each
portfolio of trade receivable is held. Rangpur Foundry Limited has a portfolio of trade
receivables that is being managed within a business model whose objective is to collect
contractual cash flows, and are measured at amortised cost. Trade receivables measurcd at
amortised cost are carried at the original invoice amount less allowance for expected credit
losses.

Expected credit losses are calculated in accordance with the simplified approach permitted by
TFRS 9, using a provision matrix applying lifetime historical credit loss experience to the trade
receivables. The expected credit loss rate varies depending on whether and the extent to which
settlement of the trade receivables is overdue and it is also adjusted as appropriate to reflect
current economic conditions and estimates of future conditions. For the purpose of determining
credit loss rates, customers are classified into groupings that have similar loss patterns. The key
drivers of the loss rate are the nature of the business unit and the location and type of customer.

When a trade receivable is determined to have no reasonable expectation of recovery it is
written off, firstly against any expected credit loss allowance available and then to the income
statement. Subsequent recoveries of amounts previously provided for or written off are credited
to the income statement.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, balances with banks and financial
institutions, and highly liquid investments with maturities of three months or less when
acquired. They are readily convertible into known amounts of cash and arc held at amortised
cost under the hold to collect classification, where they meet the hold to collect “solely
payments of principals and interests” test criteria under [FRS 9. Those not meeting these criteria
are held at fair value through profit and loss.

Advances and deposits

Advances are initially recognized at cost. After initial recognition advances are carried at cost
less deductions or adjustments. Deposits are measured at payment value.
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3.3

3.4

Financial liabilities

Trade payables
Trade payables are recognised initially at fair value. Subsequent to initial recognition they are
measured at amortised cost using the effective interest method.

Borrowings

All borrowings are initially recorded at the amount of proceeds received, net of transaction
costs. Borrowings are subsequently carried at amortised cost, with the difference between the
proceeds, net of transaction costs, and the amount due on redemption being recognised as a
charge to the income statement over the period of the relevant borrowing.

Impairment of financial assets

IFRS 9 requires an expected credit loss (ECL) model to be applied to financial assets. The
expected credit loss model requires Rangpur Foundry Limited to account for expected losses as
a result of credit risk on initial recognition of financial assets and to recognise changes in those
expected credit losses at each reporting date. Rangpur Foundry Limited recognises a loss
allowance on trade receivables based on lifetime expected credit losses.

Inventories

Measurement

Inventories are measured at the lower of cost and net realizable value except for goods in transit
which are valued at cost.

Cost of inventories

The costs of inventories are comprised of all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their present location and condition. Cost of active
materials, rtaw materials and packing materials is assigned by using the first-in, first-out (FIFO)
cost formula. Cost of work-in-progress and finished stocks are determined by using FIFO cost
formula including allocation of manufacturing overheads related to bringing the inventories to
their present condition. The Company uses standard cost method for measurement of cost of
finished goods.

Recognition as an expense

When inventories are sold, the carrying amount of those inventories is recognised as an cxpense
in the period in which the related revenue is recognised. The amount of any write-down of
inventories to net realisable value and all losses of inventories is recognised as an expense in the
period the write-down or loss occurs. The amount of any reversal of any write-down of
inventories, arising from an increase in net realisable value, is recognised as a reduction in the
amount of inventories recognised as an expense in the period in which the reversal occurs.

Revenue recognition

The company recognises as revenue the amount that reflects the consideration to which the
company expects to be entitled in exchange for goods or services when (or as) it transfers
control to the customer. To achieve that core principle, this standard establishes a five-step
model as follows:

i Identify the contract with a customer;

ii. Identify the performance obligations in the contract;

iii. Determine the transaction price;

iv. Allocate the transaction price to the performance obligations in the contract; and
V. Recognise revenue when (or as) it satisfies a performance obligation.



3.5

3.6

3.7

3.7.1

3.7.2

Considering the five steps model, revenue is recognised when control of the goods is passed to
the customer. The point at which control passes is determined by each customer arrangement,
but generally occurs on delivery to the customer. Value added tax and other sales taxes are
excluded from revenue.

Other liabilities

Recognition

A provision is recognised when Rangpur Foundry Limited has a present obligation (legal or
constructive) as a result of a past event; it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation; and a reliable estimate can be made
of the amount of the obligation. If these conditions are not met, no provision is recognised.
Accruals are liabilities to pay for goods or services that have been received or supplied but have
not been paid, invoiced or formally agreed with the supplier, including amount due to
employees.

Measurement of provisions
The amount recognised as a provision is the best estimate of the expenditure required to settle

the present obligation at the end of the reporting period.

Changes and use of provisions
Provisions is reviewed at the end of each reporting period and adjusted to reflect the current

best estimate. If it is no longer probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, the provision is reversed.

Finance cost

Rangpur Foundry Limited capitalises borrowing costs that are directly attributable to the
acquisition, construction or production of a qualifying asset as part of the cost of that asset.
Rangpur Foundry Limited recognises other borrowing costs as an expense in the period in
which it incurs them.

Income tax
Income tax expense comprises current and deferred tax. Income tax expense is recognized in the
statement of profit or loss and other comprehensive income.

Current tax

The current income tax charge is calculated based on tax laws enacted or substantively enacted
at the balance sheet date. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred tax

Principle of recognition

Deferred tax is recognised as income or an expense amount within the tax charge, and included
in the net profit or loss for the period. Deferred tax relating to items dealt with as other
comprehensive income is recognised as tax relating to other comprehensive income within the
statement of profit or loss and other comprehensive income

Taxable temporary difference
A deferred tax liability is recognised for all taxable differences, except to the extent that the

deferred tax liability arises from the initial recognition of goodwill; or the initial recognition of
an asset or liability in a transaction which is not a business combination; and at the time of the
transaction, affects neither accounting profit nor taxable profit (tax loss).
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3.8

3.9

3.10

Deductible temporary difference

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is
probable that taxable profit will be available against which the deductible temporary difference
can be utilised, unless the deferred tax asset arises from the initial recognition of an asset or
liability in a transaction that is not a business combination; and at the time of the transaction,
affects neither accounting profit nor taxable profit (tax loss).

Measurement

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the reporting period.

Employee benefits
The employee benefits for the reporting year have been as follows:

Short term employee benefits include

-Basic salary

-Allowance included as house rent, conveyance & medical

-Bonus (one month basic for each of 02 Eid festivals)

-Transportation (management personnel)

-Besides, the employees get a portion of company's profit on account of WPPF.

Post employment benefits

There is no provision for post employment benefits

Other long term benefits
There is no provision for long term benefit.

Termination benefits

Termination benefits have been given as per law of the land. There was no termination
benefit during the reporting period.

Share based benefits

There no provision for Share based benefit.

Contribution to workers’ profit participation and welfare fund

This represents 5% of net profit before tax contributed by the Company as per provisions of the
Bangladesh Labor Law, 2006 which was amended in 2015 and is payable to workers as defined
in the said law.,

Earnings Per Share (EPS)

Basic EPS

Rangpur Foundry Limited calculates basic carnings per share amounts for profit or loss
attributable to ordinary equity holders of the parent entity. Basic earnings per share is calculated
by dividing profit or loss attributable to ordinary equity holders of the parent entity (the
numerator) by the weighted average number of ordinary shares outstanding (the denominator)
during the period.

Rangpur Foundry Limited presents basic earnings per share in the statement of profit or loss and
other comprehensive income. The Company presents basic earnings per share with equal
prominence for all periods presented. Rangpur Foundry Limited presents basic earnings per
share, even if the amounts are negative (i.e. a loss per share).

11



3.11

3.12

3.13

3.14

Statement of cash flows

Statement of cash flows has been prepared in accordance with the International Accounting
Standard 1AS-7, 'Statement of Cash Flows' under direct method. Cash comprises cash on hand
and demand deposits, Cash equivalents are short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes
in value.

Related party disclosures

Relationship between a parent and its subsidiaries is disclosed irrespective of whether there
have been transactions between them. Rangpur Foundry Limited discloses key management
personnel compensation. The Company discloses the nature of the related party relationship as
well as information about those transactions and outstanding balances, including commitments,
necessary for users to understand the potential effect of the relationship on the financial
statements.

Event after reporting period

Events after the reporting period are those events, favorable and unfavorable, that occur
between the end of the reporting period and the date when the financial statements are
authorized for issue. Two types of events can be identified: adjusting events: those that provide
evidence of conditions that existed at the end of the reporting period and non-adjusting events:
those that are indicative of conditions that arose after the reporting period.

Financial risk management

Rangpur Foundry Limited’s activities expose it to a variety of financial risks and those activities
involve the analysis, evaluation, acceptance and management of some degree of risk or
combination of risks. Taking risk is core to the financial business, and operational risks are an
inevitable consequence of being in business. Rangpur Foundry Limited’s aim is therefore to
achieve an appropriate balance between risk and return and minimize potential adverse effects
on Rangpur Foundry Limited’s financial performance. Rangpur Foundry Limited’s risk
management policies are designed to identify and analyze these risks, to set appropriate risk
limits and controls, and to monitor the risks and adherence to limits by means of reliable and up-
to-date information systems. Rangpur Foundry Limited regularly reviews its risk management
policies and systems to reflect changes in markets, products and emerging best practices.

Credit risk

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument
or customer contract, leading to a financial loss. The senior management of Rangpur Foundry
Limited carefully manages its exposure to credit risk. Credit exposures arise principally in
receivables from customers into Rangpur Foundry Limited’s asset portfolio. The credit risk
management and control are controlled through the credit policies of Rangpur Foundry Limited
which are updated regularly. The Company is also exposed to other credit risks arising from
balances with banks which are controlled through board approved counterparty limits.
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3.15

Liquidity risk

Liquidity risk is defined as the risk that the Company will not be able to settle or meet its
obligations on time or at a reasonable price.

The Company's approach toward managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Company's
reputation. Typically, management ensures that it has sufficient cash and cash equivalents to
meet expected operational expenses, including the servicing of financial obligations through
preparation of the cash forecast prepared based on time line of payment of the financial
obligations and accordingly arrange for sufficient liquidity/fund to make the expected payments
within due date.

Market risk

Rangpur Foundry Limited takes on exposure to market risks, which is the risk that the fair value
or future cash flows of a financial instrument will fluctuate because of changes in market prices.
Market risks arise from open positions in interest rate and currency, all of which are exposed to
general and specific market movements and changes in the level of volatility of market rates or
prices such as interest rates, credit spreads and foreign exchange rates.

a) Currency risk

The Company is exposed to currency risk on certain receivables and payables such as
receivables from foreign customers and payables for import of raw materials, machinery and
equipment. The majority of the Company’s foreign currency transactions is denominated in US
Dollar and relates to procurement of raw materials, machinery and equipment from abroad.

b) Interest rate risk

Interest rate risk is the risk that the fair value or the future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. Rangpur Foundry Limited takes on
exposure to the effects of fluctuations in the prevailing levels of market interest rates on both its
fair value and cash flow risks. Interest margins may increase as a result of such changes but may
reduce losses in the event that unexpected movements arise.

Status of compliance of international accounting standards

The Company's status of compliance with applicable Financial Reporting Standards is as under:

1AS Title Remarks

1 Presentation of Financial Statements Complied
i 0 IInver_ltgrics __"_ ' _ ~ Complied

T  Statement of Cash Flows ) i Complied

Accounting Policies, Changes in Accounting _

. Estimates and Errors Complied |
10 ﬁvcn_ts after the Reporting Period _ Complied

12 |Income Taxes - Complied

16  |Property, Plant & Equipment ) ' Complied

19  |Employee Benefits ] ' Complied

i Accounting for Government Grants and -

Disclosure of Government Assistance _ Not Applicable
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3.16

The Effects of Changes in Foreign Exchange i

21 Rates Complied
23 ~ |Borrowing Costs ] Complied |
24 [Related Party Disclosures " Complied
26 Accounting and Reporti'lllg by Retirement Benefit Not Applicable
28 Investments in Associates and Joint Ventures Not Applicable
29  Financial Reporting in Hyperinflationary Not Applicable
33 |Earnings per Share (EPS) — Complied
34  |Interim Financial Reporting Not Applicable
36 imp?:innent of Assets il Not Applicable .
Provisions, Contingent Liabilities and Contingent ‘
37 | ¢
Assets - Complied
L ~_|Intangible Assets Not Applicable ‘
40 Investment Property - Not Applicable
41 Agriculture Not Applicable
[ IFRS | Title Remarks
1 First-time Adoption of international Financial
Reporting Standard X Complied |
| 2 Share-based Payment - Not Applicable |
' 3 Business Combinations _ Not Applicable |
4  |Insurance Contracts - Not Applicable
5- Non-current Assets Held for Sale and
'Discontinued Operations - Not Applicable
—6 Exploration for and Evaluation of Mineral !
Resources B Not Applicable '
7 |Financial Instruments: Disclosures Complied
8 Operating Segments Complied
- S Financial Instruments : Complied -
- l{.]_'_ Consolidated Financial Stat_emén;_s Not Applicable
__l___l___ Joint Arrangements N ~ Not Applicable
12 |Disclosure of Interest in Other Entities Complied )
13 Fair Vale Measurement ) Complied I
14 Regulatory Deferral Accounts Not Applicable
15 Revenue from Contracts with Customers Complied
16 |Leases ~ Not Applicable 5
17 |Insurance Contracts - Not Applicable

Director’s responsibilities statement

The Board of Directors is responsible for the preparation and presentation of the financial
statements.
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