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Notice of the 15th Annual General Meeting

Notice is hereby given that the 15th Annual General Meeting of ACI Formulations Limited will be held on
Wednesday, 15 June 2011 at 12:00 noon at Bangabandhu International Conference Centre, Agargaon, Sher-
E-Bangla Nagar, Dhaka to transact the following business:

AGENDA

1. To receive, consider and adopt the Audited Accounts of the Company for the year ended 31 December
2010 together with Reports of the Auditors and the Directors.

2. To declare dividend for the year ended 31 December 2010.
3. To elect Directors of the Company.

4. To appoint Auditors for the year 2011 and to fix their remuneration.

By Order of the Board

Slaana W Ratevmam

Dhaka Sheema Abed Rahman
19 April 2011 Company Secretary
Notes

a. The Record Date in lieu of Book-Closure shall be on Wednesday, 4 May 2011.

b. The Shareholders' names appearing in the Register of Members of the Company or in the Depository on
the Record Date will be eligible to receive the dividend.

c. The Directors have recommended cash dividend @ 30% i.e. Taka 3 per share of Taka 10 each

d. A member entitled to attend and vote at the General Meeting may appoint a proxy to attend and vote
on his/her behalf. The Proxy Form, duly completed, must be deposited at the Share Office of the
Company at 9 Motijheel Commercial Area, Dhaka-1000 not later than 48 hours before the time fixed for

the Meeting.

e. Members are requested to notify the changes of address, if any, well in time. For BO A/C holders, the
same to be rectified through their respective Depository Participants.

f. Admittance to the Meeting venue will be on production of the Attendance Slip that will be sent with the
Notice.
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Sales Contribution by Business Unit 2009-2010
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B Crop Care & Public Health 60%
Mosquito Coil 25%

Aerosol & Air Freshener 15%

Year 2010 - at a Glance

m Crop Care & Public Health 51%
Mosquito Coil 31%

Aerosol & Air Freshener 18%
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Six Years Comparative Statistics, from 2005-2010

Particulars 2005 2006 2007 2008 2009 2010
Taka in million
Authorized Capital 500.00 500.00 500.00 500.00 500.00 500.00
Issued & Paid Capital 250.00 250.00 250.00 250.00 300.00 300.00
Current Assets 552.61 763.11 1,190.59 1,494.80 1,570.93 1,506.60
Tangible Fixed Assets (Gross) 357.18 377.83 442.50 555.63 685.91 1,137.70
Shareowners' Equity 461.48 528.74 594.27 808.04 948.28 1,581.93
Turnover (Net) 807.10 923.86 1,383.12 2,093.47 2,079.94 1,924.40
Gross Profit 175.14 180.56 212.19 405.46 488.47 458.14
Profit Before Tax 109.97 102.96 112.91 271.36 214.83 122.73
Profit After Tax 77.62 67.27 65.53 203.29 160.33 91.61
Dividend - - - 75.00 75.00 90.00
Current Ratio (Times) 1.82 1.72 1.40 1.51 1.54 1.61
Quick Ratio (Times) 1.00 0.95 0.93 0.78 0.95 0.86
Return on Equity (%) 17.00 13.00 11.00 25.00 17.00 6.00
Inventory Turnover (Times) 2.89 2.52 3.16 3.02 2.41 2.25
Debtors Turnover (Times) 4.25 2.97 2.52 2.91 2.82 2.82
Fixed Assets Turnover (Times) 2.82 3.22 4.20 5.01 4.05 1.70
Net Asset Per Share (Taka) 18.45 21.14 23.77 26.93 31.61 52.73
Market Price Per Share (Taka) n/a n/a n/a 194.60 171.40 139.80
Earnings Per Share (Taka) 3.10 2.69 2.62 6.78 5.30 3.05
Dividend Per Share (Taka) - - - 3.00 2.50 3.00
Dividend Rate ( %) = = = 30.00 25.00 30.00
Dividend Payout Ratio (%) - - - 44.25 46.82 98.36
Price Earnings Ratio (Times) n/a n/a n/a 28.70 32.10 45.84
Dividend Yield (%) n/a n/a n/a 1.54 1.46 2.15
Number of Employees 134.00 139.00 163.00 271.00 533.00 674.00
Analysis of Turnover (%) w .
m Cost of Materials 63.72%
B Salaries, Wages &
Benefits paid to employees 9.97%
Expenses 14.02%
B Duties & Taxes paid to
Government Exchequer 7.53%
m Profit 4.76%
Comparison of Turnover & Costs over last year
2010 % 2009 %
Turnover (Gross) 1,924.40 100 2,079.94 100
Cost of Materials 1,226.15 63.72 1,368.83 65.81
Salaries, Wages & Benefits paid to employees 191.84 9.97 181.48 8.73
Expenses 269.87 14.02 261.39 12.57
Duties & Taxes paid to Government Exchequer 144.93 7.53 109.09 5.24
Profit 91.61 4.76 159.15 7.65
Total 1,924.40 100.00 2,079.94 100.00
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Assalamu-Alaikum,

I welcome you to this third AGM after we have
been listed as a Public Limited Company. It is
the 15th AGM since the inception of the
Company.

The last two years had been good for
agriculture because the weather was favorable
and infestation of pests was less than normal.
As a result our optimistic projections, product
placements and extension of credit to
distributors did not produce the desired
results. This is the nature of the Agribusiness
and while we should be ready to serve our
customers by making the products available
as those may be required, it is not always that
the products will be needed. We have to take

we are there to serve the
farming community and we
take pride in being by their
side when they need us for
advice or for products.

M Anis Ud Dowla

Chairman

our chances and we know that we will not
succeed all the time. However, we are there to
serve the farming community and we take
pride in being by their side when they need us
for advice or for products.

You should feel happy that your investment is
helping the country in attaining food security.

Allah Hafez.

Lo rote ——

M Anis Ud Dowla
Chairman
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Corporate Governance

ACI Formulations Board of Directors is committed to meeting the highest standard of corporate
governance and disclosure. The Directors are conscious of their responsibilities in supervision and
direction of the affairs of the Company in conformity with the practices of sound corporate
governance. In fulfillment of those responsibilities the Directors have set for themselves the
principles that will be followed in their own involvement in the oversight function and in setting up

clear guidelines for the executive management.

Composition of the Board
The Board presently consists of 7 members drawn
from amongst the major shareowners, business
professionals. Mr. M Anis Ud Dowla currently
occupies the position of the Chairman and
Managing Director of the Board.

Role of the Board

The Board is the highest level of authority of the
Company to oversee its operation through
appropriate delegation, reporting and control.

Responsibility of the Board

The Directors hold the ultimate responsibility of
conducting the activities of the Company in
accordance with the law and in the interest of its
shareowners and other stakeholders, keeping in
view the long-term interest of the Company.

Functioning of the Board

The Board is required under the law to meet at
least once in three months. The number of Board
Meetings held in 2010 was Four. The Directors are
kept informed of the results and the major activities
through distribution of monthly statements and
quarterly reporting by the Managing Director.
The Board agenda includes financial results,
consideration of major investments, new business
initiatives, borrowings, liquidity etc. in addition to
statutory approvals.

Audit Committee

The Board has set Audit Committee which is a sub-
committee of the Board of Directors and is
appointed and authorized by the Board to review
the activities of the Company. The Audit Committee
comprises of 3-members with Mr. C. M. Murshed -
the Independent Director as its Chairman. The
Committee met four times during the year and
reported its findings and submitted its
recommendations for consideration of the Board.
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Management through People

The Board has approved the organogram of the
Company. The Board is kept informed of the goals
and targets of the Company and takes account of
the financial performance on a quarterly basis.

Empowerment of People

The Board has given clear guidelines to the
Managing Director to ensure that there is
appropriate delegation of authority and clear
statement of accountability of the management
staff all the way down to the Supervisory level and
that performance of the individual is judged on the
basis of clearly set measurable goals and through
objective assessment of their achievement.

Internal Control

The Managing Director has to satisfy the Board that
adequate internal checks and controls are in place
through appropriate MIS and employment of
Internal Audit team to check and validate the
expenses and the systems in operation.

Reporting and Communication

The Managing Director reviews and approves the
strategic plans every quarter through discussions
with the departmental heads and other senior
offidicals. He also reviews monthly report and
commentary on the sales and financial performance
of the business from the heads of businesses and
the activities of the functional and service heads.
An elaborate MIS system is in place.




Report of the Directors' to the Shareowners

Sales

Agriculture has always served a vital role in
Bangladesh economy in terms of GDP contribution,
employment generation, rural development, food
security and export earnings. Bangladesh has a
dense and large population, and agriculture is
their mainstay. Alternative options for
livelihood improvement are also limited. Thus
agricultural development is the top of the
agenda for government and all other
development concerns to bring

prosperity in Bangladesh.

Now the growth in agriculture

depends on escalation of current
production trend. In order to

ensure this yield of crops need to be intensified and
crop losses need to be minimized. ACIFL products
contribute to the stable and predictable supply of
high quality, affordable food for 150 million people
of Bangladesh by increasing the yield of crops
directly. These also help ACIFL to secure maximum
outputs from the land we have to meet the
challenges of food security.

In 2009, although ACIFL had placed sufficient
products to their sales channel the product off-take
was very low due to less infestation round the year.
This caused a significant volume of product return
in beginning 2010 which reduced the sales volume
after adjustment. It is to be noted that the product
return also helped business to reduce credit
outstanding.

Moreover, in 2010 again less infestation of pest
coupled with fear of recovering return on
investment had induced farmers to use less crop
care products. This has impacted the entire crop
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protection industry with a decline of 25% sales
volume than previous year.

The management decision of tightened credit
control and careful customer selection for
disciplined business in the same period also limited
the sales volume significantly. Despite all good
effort, due to the above mentioned situation in
2010, ACIFL has achieved a turnover of BDT 1,924
million compared to BDT 2,080 million in previous
year. Form now and onward ACIFL will focus to
generate demand for crop care products among the
farmers through massive promotional activities in
root level.

With the trend in socio economic and ecological
changes, farmers are becoming more conscious
about selection and yield of different crops.
Farmers are choosing hybrid and HYV variety for

Annual Report 2010

rice and hybrid varieties for vegetables to

get higher yield, more shelf life and good
price. Progressive farmers are very careful
about crop-specific solution. ACI as a leader
company trained up their sales team to provide
new technology crop based solution to the farmers
through different field programs. These programs
include field demonstration, audio-visual
presentation, individual farmer counseling, uthan
campaign, rally etc. Keeping farmers' safety in
mind ACIFL also conducts awareness programs on
safe use of pesticide and spray techniques among
farmers.

New products: Agriculture

In order to build a competitive edge through a wide
range of products, ACIFL has registered 10 new
products under different product category in 2010.
Among the products four insecticides, and one
miticide product have launched in 2010 and two
fungicides, two insecticides, and one herbicide is in
the pipeline to launch.

Company's newly established Sulphur plant is
already in operation. Now ACIFL is being able to
produce and market its own formulated products
under three different brands of Sulphur 80%. In
2010 the plant has produced 2,196 MT of Sulphur.
Additionally ACIFL has registered one more brand
which will be available in the market by June 2011.




Sulphur 90% and other new technology products are under registration process to
meet the market need and grab higher market share.

New Project: Public Health

ACIFL's corporate goal is the improvement of health and quality of life. ACIFL Vector
Control delivers this commitment by playing a leading role in the prevention of
vector borne disease including malaria, kala-azar, dengue and filariasis through its
portfolio of mosquito control products across the major vector control interventions
- Indoor Residual Spraying (IRS), Space Spraying, and Larviciding and Insecticide-
Treated Nets (ITNs).

ACIFL collaborates closely with a variety of partners, including health organizations,
humanitarian aid agencies and academic institutions, to ensure the availability of
mosquito control products in affected areas and to provide education as to their safe
and effective use. ACIFL is also conducting seminars, symposiums and community
based field trials with local and international agencies to support vector control
programs.

Partnering with Directorate General of Health department ACIFL has concluded few
broad-based field trials to find out the efficacy of Deltamethrin in different
formulations. The result shows that progressive average mortality of sand fly is
99% with Deltamethrin 5% WP in different media and mosquito is 87% with
Deltamethrin 1% SC on Insecticide-Treated Nets (ITNs) after 24 hours observation.
In addition trial is on going for Deltamethrin 25% T on Insecticide-Treated Nets
(ITNs).

New Project: Bio Pesticide

Y Bangladesh produces wide range of fruits and vegetables round the year. Annual
5 yield loss due to pest is 22-25% for vegetables and 25-30% for fruits. Farmers of
ES . . . L.

our country are mostly dependent on the conventional pesticide. Biopesticides are
i.fs' “effective in very small quantities and decompose quickly, thereby resulting in lower
exposures and largely avoiding the pollution problems caused by improper

a p‘Irication of conventional pesticides. With a view to create a safe and eco friendly
1'% n‘?stainable pest management ACIFL is going to start bio pesticide development in
< : apgladesh.
1

o i
\1+ I Manufacturing
I ET Tl

’n‘iih addition to formulation and repacking of Crop Care products, ACIFL is also
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Brand Division. The factory is maintaining very high
level of quality control & efficiency in production.
The requirement of the products has been
increasing significantly and ACIFL has sufficient
machine capacity to meet the additional
requirement.

In 2010 there is a substantial growth in the
production of Mosquito Coil and Aerosol Insect
Spray due to high mosquito infestation. New
products like Air Freshener, Cockroach Spray, and
Vanish Toilet Cleaner is also showing good progress.
Considering the nature of the product and their
potential hazards to the workforce, safety is the
prime issue of ACIFL in respect to production and
quality. Keeping this view in mind, the company
regularly conducts safety training and medical
checkup of the employees and gives nutritional
support. The Factory provides sufficient Personnel
Protective Equipment (PPE) and monitor of its
proper use. The Factory also ensures all accidental
& incidental reporting and its proper auditing.

The Factory has established a modern Effluent
Treatment Plant (ETP) for treatment of industrial
waste and it is running well. Treated water is being
reused in the production process and gardening.
Additionally all flammable wastes are being burnet
through incinerator.

People

Crop protection is a technology oriented industry
which requires continuous update and upgrade of
knowledge and skill. The company is providing
technology oriented training and on the job
coaching to its people to remain ahead of the
competition. This knowledge is also being
transferred to farmers through the sales people so
that farmers can take better care of their crops
resulting good harvest.

Corporate Social Responsibility

The CSR activity of ACIFL is objectively aligned with
their business operation. ACIFL is continuously
transferring technological knowledge and promote
best cultivation practices to bring prosperity among
farmer. The cumulative results of such activity
directly benefit the farmers for crop protection and
getting higher yield. The promotion spreads
vertically and horizontally to the farmers'
community resulting in improvement of their life in
food, cloth, shelter, treatment, education and social
status, their family members, society, stockholders
and the nation as a whole.

Prospects

Bangladesh is predominantly an agricultural country
where the sector contributes 18.4% of national GDP
employing highest 45% of the labor force. Nearly
two-third of country's population directly or
indirectly engaged with agricultural sector. The
prosperity of the country depends largely on
agriculture. With such a big opportunity, the
company has many options for expansion of the
existing products in new market and diversification
in related fields. The company is critically assessing
all the new opportunities to explore the possibilities
in line with ROI of the business. The management
believes that the investors will be benefited
significantly from the company's momentum of
business growth.
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Financial Results

In 2010, total turnover had declined to Tk. 1,924.40 million from Tk.
2,079.94 million of 2009, a reduction of Tk. 155.54 million or 7.48%
over last year. The cost of sales to turnover has also reduced by 7.87%
due to lower sales volume in Crop Care & Public Health business.
Despite improved GP margin in toll manufacturing business, overall GP
has reduced by 6.21% due to lower sale of CCPH products. Profit after
tax was Tk. 91.61 million against Tk. 160.33 million of 2009, lower by
42.86% mainly due to lower sales of Crop Care & Public Health's
products. Earning Per Share (EPS) has also reduced by 42.87% to Tk.
3.05 from Tk. 5.34 (2009).

Appropriation of profit

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

2010 2009
Taka Taka
Un-appropriated profit from previous year 496,949,034 407,061,059
Add: Net profit after tax for the year 91,605,336 160,330,814
Add: Realization of revaluation reserve = 4,557,161
Total available for appropriation 588,554,370 571,949,034
Appropriation proposed:
Proposed dividend:
Cash dividend 90,000,000 75,000,000
Balance carried forward 498,554,370 496,949,034

With the balance carried forward in this year and with future ploughing
back of part of the profit, directors are confident that company will be
able to maintain sensible dividend policy in years to come.

Dividend

The Board of Directors is pleased to recommend declaration of dividend
@30% as cash dividend for the year 2010 to those shareowners whose
names will be appeared in the Share Register of Members of the
Company or in the Depository on the Record Date which is Thursday,
4th May 2011.

Contribution to the National Exchequer

During 2010, the company contributed Tk. 144.93 million to the
National Exchequer in the form of corporate tax, custom duty, VAT etc.
This is equivalent to 7.53 percent of our net sales revenue for the year
2010.

( A

Margin 2005-2010
Gross Profit Margin

23.48% 23.81%

9
2L 19.37%

19.54%
15.34%

Profit Before Tax Margin
SEMGEE 12.96%

11.14% s DS
- 6.38%

\ J

(Taka in million)

2005 2006 2007 2008 2009 2010
Year

Profit after Tax
(Taka in million)

Turnover

2,079.94
160.33

1,924.40
I 91.61

2009 2010 2009 2010

Annual retained earnings
(Taka in million)

128.29

85.33

65.53

-
2007 2008 2009 2010
Dividend
(Taka in million)
90.00
75.00 75.00
2008 2009 2010
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A. Statutory Information

In compliance with the SEC guidelines' condition no.- 1.4 the Directors confirm that:

(a)

(b)
()

(d)

(e)
(F)
(9)

(h)
()
()

(k)

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.

Proper books of account of the Company have been maintained.

Appropriate accounting policies have been consistently applied in preparation of the financial
statements and that the accounting estimates are based on reasonable and prudent judgement.

International Accounting Standards, as applicable in Bangladesh, have been followed in preparation of
the financial statements and any departure there from has been adequately disclosed.

The system of internal control is sound in design and has been effectively implemented and monitored.
There are no significant doubts upon the Company's ability to continue as a going concern.

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

Key operating and financial data of preceding six years has been provided.
The company is declaring the dividend regularly

The number of Board meetings held during the year and attendance by each Director is given in
annexure-I

The pattern of share holding is given in annexure-II

B. Status of Compliance

The status of the compliance as per SEC guidelines' condition no.-5.0 is given in annexure- III

Election of Director

Auditors

By operation of Article 47 of the Company's Articles
of Association Dr. Arif Dowla and Ms. Shusmita Anis
Salam retire by rotation and being eligible, offer
themselves for re-election.

On behalf of the Board

Ll el —

M Anis Ud Dowla
Managing Director
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Our Auditor Messrs Rahman Rahman Hugq,
Chartered Accountants has sought re-appointment
for the year 2011 and the Directors recommend
their re-appointment.

W
Dr. Arif Dowla
Director
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Annexure-I

During the year four Board meetings were held and the attendance by each Director was as follow:

Name No. of Meeting Attended
Mr. M Anis Ud Dowla 4

Mrs. Najma Dowla

Mr. F H Ansarey

Dr. Arif Dowla

Ms. Shusmita Anis Salam
Mr. Wajed Salam

Mr. C. M. Morshed

PO DDA SD

Annexure-1I

As per SEC guideline condition no-1.4(k), the pattern of share holding status as on 31 December
2010 is given below:
1.4 (K) (i) Held by Parent/ Subsidiary/ Associates and other related parties:

1.4. (K) (ii) Held by Directors, Chief Executive Officer, Company Secretary, and Chief Financial
Officer etc.:

Name Position No of shares
Mr. M Anis Ud Dowla Chairman & Managing Director 3,003,000
Dr. Arif Dowla Director 1,200
Dr. F H Ansarey Director 753,000
Mrs. Najma Dowla Director 3,000
Ms. Shusmita Anis Salam Director 1,200
Mr. Wajed Salam Director 1,200
Mr. C. M. Morshed Independent Director -
ACI Limited 16,044,070

1.4 (K) (iii) Held by Executive - No shares held by such executive
1.4 (K) (iv) Held by Shareholders holding ten percent or more voting right:

Name Position % of shares
Mr. M Anis Ud Dowla Chairman & MD 10

Annexure-III

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

Compliance Status Explanation for
Condition Title (Put v in the appropriate | non-compliance
No column) with the condition

Complied | Not Complied

11 Number of the Board members of the company should not be less than 5 and v
' more than 20.

1.2(i Number of Independent Directors should be at least 1/10 of the total number v
2(7) of Company's Board of Directors.

1.2(ii) Independent Directors should be appointed by the elected directors. "4
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1.3 Chairman of the Board and Chief Executive Officer should preferably be filled
by different individuals.
1.4(a) Fair presentation of Financial Statements v
1.4(b) Maintenance of Proper books of accounts v
1.4(c) Appropriate Accounting Policies applied consistently 4
1.4(d) International Accounting Standards , as applicable in Bangladesh have been v
’ followed in preparing the Financial Statements
1.4(e) Sound and Effective Internal Control System v
1.4(f) Ability to continue as going concern v
1.4(qg) Significant deviations from last year in operating results v
1.4(h) Summary of Key operating and financial data 4
1.4(i) If dividend has not been declared, the reasons thereof. v
1.4() Number of Board Meetings held during the year and attendance by each v
director
1.4(k) Pattern of share holding v
2.1 Appointment of a CFO, a Head of Internal Audit and a Company secretary 4
2.2 Attend the Board meeting by CFO and Company Secretary 4
3 Constitution of Audit Committee v
3.1(i) The Audit Committee should be composed of at least 3 members. v
3.1(ii) Members of Audit Committee should be appointed by the Board who are v
' directors and one should be Independent Director.
3. 1iii) Board of Directors should fill up the vacancy within one month of the vacancy v
in the Audit Committee.
3.2(i) Board of Directors should select one member of the Audit Committee as v
) Chairman of the Audit Committee.
3.2(ii) Chairman of the Audit Committee should have a professional qualification or v
’ knowledge, understanding and experience in accounting or finance.
3.3.1(i) Activities of the audit committee to the Board of Directors v
3.3.1(ii)(a)l Report on conflict of interest. v
3.3.1(ii)(b)] Report on Fraud or irregularity or material defect in internal control system v
3.3.1(ii)(c) Report on infringement of laws, including security related laws, rules and v
- regulations
" Report on any other matter which should be disclosed to the Board of
3.3.1(1)(d) Directors' immediately. v
Reporting to the Authorities:
If the Audit Committee has reported to the Board of Directors about anything
BASW which has impact on the financial condition and results of operation and being v
ignored by the Board of Directors, the Audit Committee should report such
findings to the Commission.
Reporting to the Shareholders:
3.4 Report on activities carried by the Audit Committee including any report made
to the Board of Directors under condition 3.3.1 (i) and the disclosure of which v
should be made in the annual report.
4.00(i) Appraisal or valuation services or fairness opinions 4
4.00(ii) Financial information system design and implementation. (4
4.00(il) Book-keeping or other services related to the accounting records or financial v
' statements
4.00(iv) | Broker-dealer services v
4.00(v) | Actuarial services v
4.00(vi) | Internal audit services v
4.00(vii) | Any other service that the Audit Committee determines v

On behalf of the Board

et N S

- a

M Anis Ud Dowla

Managing Director
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Dr. Arif Dowla

Director
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M Rahman Rahman Huq Telephone +880 (2) 988 6450-2
Fax +880 (2) 988 6449

Chartered Accountants

9 Mohakhali C/A (11th & 12th Floors) Email kpmg-rrh@citech-bd.com
Dhaka 1212 Internet  www.kpmg.com/bd
Bangladesh

We have audited the accompanying financial statements of ACI Formulations Limited ("the Company") which
comprise the statement of financial position as at 31 December 2010, and the related income statement,
statement of comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended and a summary of significant accounting policies and other relevant explanatory notes
thereon.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Bangladesh Financial Reporting Standards (BFRSs), 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.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with the Bangladesh Standards on Auditing (BSA). Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements 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 entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements prepared in accordance with the Bangladesh Accounting Standards
(BASs) and the Bangladesh Financial Reporting Standards (BFRSs), give a true and fair view of the financial
position of ACI Formulations Limited as at 31 December 2010 and the results of its financial performance
and its cash flows for the year then ended and comply with the Companies Act 1994, the Securities and
Exchange Rules 1987 and other applicable laws and regulations.

We also report that:

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

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

c) the statement of financial position and income statement dealt with by the report are in agreement
with the books of account; and

d) the expenditure incurred were for the purpose of the Company's business.

Dhaka, 19 April 2011 /«u@\

Rahman Rahman Hugq
Chartered Accountants

Rahman Rahman Hug. a partnership firm registered in Bangladesh Tel +880 (31) 710704, 710996
arf\f(:“a{nzm‘zmﬂ%:zgelrﬁm\ff getr\:volrk of |nd?p;ei:dent member firms Chittagong office address : Fax +880 (31) 2520795
affiliate ernational cooperative 102 Agrabad C/A (3rd Floor) E-mail  kpmgrrh@globalctg.net

("KPMG International’), a Swiss entity. Chittagong, Bangladesh Internet  www.kpmg.com/bd




ACI Formulations Limited
Statement of Financial Position

as at 31 December 2010

Note 2010 2009
Assets Taka Taka
Non-current assets
Property, plant and equipment 4
At cost/revaluation 1,124,225,291 553,568,716
Less: Accumulated depreciation and impairment loss 6,568,832 172,440,389
1,117,656,459 381,128,327

Capital work-in-progress 5 13,475,657 132,343,330
Investment 6 3,599,050 1,627,108
Total non-current assets 1,134,731,166 515,098,765
Current assets

Inventories 7 699,819,589 602,249,737

Trade receivables 8 577,768,167 758,121,806

Advances, deposits and prepayments 9 109,561,096 110,175,865

Inter-company receivables 10 68,426,208 47,088,314

Cash and cash equivalents 11 51,027,175 53,221,622
Total current assets 1,506,602,235 1,570,857,344
Total assets 2,641,333,401 2,085,956,109
Equity and liabilities
Shareholders' equity

Share capital 12 300,000,000 300,000,000

Revaluation surplus 693,376,055 76,329,119

Retained earnings 588,554,370 571,949,034
Total equity 1,581,930,425 948,278,153
Liabilities

Long term liabilities 13 125,691,288 120,037,045
Current liabilities

Bank overdraft 11 26,212,136 48,766,928

Short term bank loan 14 634,784,684 636,784,579

Long term bank loan- current portion 21,242,847 21,355,408

Trade payables 61,363,824 85,269,838

Other payables 15 85,768,879 81,077,744

Inter company payables 16 7,928,466 8,623,510

Current tax liability 17 96,410,852 135,762,904
Total current liabilities 933,711,688 1,017,640,911
Total equity and liabilities 2,641,333,401 2,085,956,109

The annexed notes 1 to 30 form an integral part of these financial statements.

Company Secretary

Managing Director Director

As per our report of same date.

Rahman Rahmanﬁ

Chartered Accountants

Dhaka, 19 April 2011

Annual Report 2010 21




for the year ended 31 December 2010

Note 2010 2009

_Taka Taka
Revenue 18 1,924,403,783 2,079,944,243
Cost of sales 19 (1,466,262,071) (1,591,474,136)
458,141,712 488,470,107
Administrative, selling and distribution expenses 20 (270,483,649) (197,211,475)
187,658,063 291,258,632
Other income 21 7,082,997 8,989,690
Finance costs 22 (65,548,912) (74,114,019)
129,192,148 226,134,303
Provision for contribution to WPPF (6,459,607) (11,306,715)
Profit before taxation 122,732,541 214,827,588

Income tax:

Current tax expense 17 (26,302,190) (52,282,232)
Deferred tax income/(expense) 23 (4,825,015) (2,214,542)
(31,127,205) (54,496,774)
Profit for the year 91,605,336 160,330,814
Basic earnings per share (par value Tk. 10) 24 3.05 5.34

The annexed notes 1 to 30 form an integral part of these financial statements.

CoeAdl — ey Gl

Director

Managing Director Company Secretary

As per our report of same date.

Rahman Rahman
Chartered Accountants

Dhaka, 19 April 2011
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ACI Formulations Limited =z

Statement of Comprehensive Income
for the year ended 31 December 2010

2010 2009

Taka_ Taka
Profit for the year 91,605,336 160,330,814
Other Comprehensive Income
Revaluation surplus of property, plant and equipment 629,215,532 488,441
Income tax on other comprehensive income (27,391,237) (134,321)
Total other comprehensive income net of tax 601,824,295 354,120
Total comprehensive income 693,429,631 160,684,934

The annexed notes 1 to 30 form an integral part of these financial statements.

Managing Director Director Company Secretary

As per our report of same date.

Rahman Rahman
Dhaka, 19 April 2011 Chartered Accountants
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ACI Formulations Limited

Statement of Cash Flows
for the year ended 31 December 2010

A) Cash flows from operating activities
Cash received from customers
Cash received from other income
Cash received/(paid) from/(for) other receivables
Cash paid for purchase of inventory
Cash paid for operating expenses
Cash received/(paid) for other payables
Cash paid for workers from WPPF

Cash received/(paid) from/(for) advances, deposits and prepayments

Cash generated from operating activities

Finance expenses
Income tax

Net cash inflows/(outflows) from operating activities

B) Cash flows from investing activities
Acquisition of property, plant and equipment
Investment
Sale proceeds from property, plant and equipment
Payments for capital work-in-progress
Net cash used in investing activities

C) Cash flows from financing activities
Inter-company debts received/(paid)
Dividend paid
Short term bank loan received/(paid)
Long term bank loan received/(paid)
Net cash used in financing activities

Note

D) Netincrease/(decrease) in cash and cash equivalents (A+B+C)

E) Opening Cash and cash equivalents

F) Closing Cash and cash equivalents (D+E)

Annual Report 2010
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2010 2009

Taka Taka
2,093,342,518 2,008,990,186
7,701,118 8,989,689
- 1,533,039
(1,552,616,205) (1,397,683,704)
(261,957,354) (146,515,139)
592,305 1,864,248
(11,306,715) (50,434,002)
(1,905,025) 4,016,932
273,850,642 430,761,249
(65,548,912) (74,114,019)
(63,134,449) (47,857,264)
(128,683,361) (121,971,283)
145,167,281 308,789,966
(14,279,814) (17,439,169)
(1,971,942) (1,557,000)
6,129,600 -
(18,431,050) (109,882,678)
(28,553,206) (128,878,847)
(10,618,036) (31,352,865)
(72,297,532) (24,452,925)
(1,999,894) (60,182,755)
(11,338,268) 20,063,138
(96,253,730) (95,925,407)
20,360,345 83,985,712
4,454,694 (79,531,018)
24,815,039 4,454,694
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for the year ended 31 December 2010

ACI Formulations Limited (the "Company") is a company domiciled in Bangladesh. It was incorporated
as a private limited company on 29 October 1995. The address of the Company's registered office is
245 Tejgaon Industrial Area, Dhaka-1208. The Company went into commercial operations on 1 July
1998. The Company was converted from private limited to public limited company on 4 May 2005 and
listed with both Dhaka Stock Exchange Limited (DSE) and Chittagong Stock Exchange Limited (CSE)
on 30 October 2008. Advanced Chemical Industries Limited incorporated in Bangladesh is the
immediate as well as ultimate parent of the Company.

The principal activities of the Company are manufacturing and marketing of a number of agrochemical
and consumer products. All the consumer products were sold to Advanced Chemical Industries
Limited, which acted as the sales and marketing agent of the Company.

The entire agro chemical products (Crop Care) are however, directly marketed by the Company
without using Advanced Chemical Industries Limited as selling and marketing agent with effect from
1 January 2009.

The financial statements have been prepared in accordance with Bangladesh Financial Reporting
Standards (BFRSs) and Bangladesh Accounting Standards (BASs), the Companies Act 1994, the
Securities and Exchange Rules 1987 and other applicable laws and regulations.

In addition to the aforesaid, the Company is also required to comply with the following major legal
provisions in addition to the Companies Act 1994 and other applicable laws and regulations:

The Income Tax Ordinance 1984
The Income Tax Rules 1984
The Value Added Tax Act 1991

The Value Added Tax Rules 1991

The Board of Directors has authorised the financial statements on 19 April 2011 for public issue.
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The financial statements have been prepared on historical cost basis except for certain assets which
are stated at revalued amount.

These financial statements are presented in Bangladesh Taka (Taka/Tk), currency, which is the
Company's functional currency. All financial information presented in Taka have been rounded to the
nearest Taka.

The preparation of financial statements in conformity with Bangladesh Financial Reporting Standards
(BFRSs) and Bangladesh Accounting Standards (BASs) require management to make judgments,
estimates and assumptions that affects the reported amounts of the assets and liabilities and
disclosure of the contingent assets and liabilities at the date of the financial statements, and revenue
and expenses during the year reported. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimates are revised and in any future periods
affected.

In particular, information about significant areas of estimation, uncertainty and critical judgment in
applying accounting policies that have the most significant effect on the amounts recognised in the
financial statements are included in the following notes:

Note-7 Inventories

Note-8 Trade receivables
Note-13.1 Deferred tax liability
Note-17 Current tax liability
Note-25 Off balance sheet items

The financial period of the Company encompasses the period from 1 January to 31 December each
year. These financial statements cover one year from 1 January to 31 December 2010.

The company has adopted the following new accounting standards with effective from 1 January
2010:

BAS-32: Financial Instruments: Presentation

BAS-39: Financial Instruments: Recognition and Measurement
BFRS-7: Financial Instruments: Disclosures

BFRS-8: Operating Segments

The accounting policies set out below have been applied consistently (otherwise as stated) to all
periods presented in these financial statements.
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Items of property, plant and equipment are measured at cost or revaluation less accumulated
depreciation and impairment loss, if any. The items of property, plant and equipment were revalued in
the years ended 2004 and 2010 by a firm of professional valuers on the basis of open market value.

Capital work-in-progress represents the cost incurred for acquisition and/or construction of items of
property, plant and equipment that were not ready for use at the end of 2010 and these are stated at
cost.

Cost includes expenditure that is directly attributable to the acquisition of an asset. The cost of self
constructed asset includes the cost of material and direct labor, any other costs directly attributable to
bringing the assets to a working condition for their intended use, and the costs of dismantling and
removing the items and restoring the site on which they are located.

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will
flow to the company and its cost can be measured reliably. The costs of the day-to-day servicing of
property, plant and equipment are recognised in the income statement as incurred.

All items of property, plant and equipment (except land) have been depreciated on straight line basis.
Depreciation on additions is charged at 50% of normal rates only in the year of acquisition and no
depreciation is charged in the year of disposal. Depreciation is charged at the rates varying from
2.5% to 20% depending on the estimated useful lives of assets. No depreciation is charged for land
and capital work-in-progress.

The revalued items of property, plant and equipment are depreciated based on their revalued amount
at the date of revaluation over their remaining estimated useful lives.

The estimated useful lives for the current and comparative periods are as follows:

2010 2009
Building 40 years 40 years
Plant and machinery 10 years 10 years
Furniture and fixture 10 years 10 years
Electrical and other office appliances 5-10 years 5-10 years
Equipment and machinery 5-10 years 5-10 years
Vehicles 5 years 5 years
Deep tube well 10 years 10 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date. No
revision in respect of items of property, plant and equipment was done in 2010.

The carrying amount of the entity's non financial assets, other than inventories and deferred tax
assets, are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, the asset's recoverable amount is estimated. However, no
such conditions that might be suggestive of a heightened risk of impairment of assets existed at the
reporting date.
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Advances are initially measured at cost. After initial recognition, advances are carried at cost less
deductions, adjustments or charges to other account heads such as property, plant and equipment,
inventory or expenses.

Deposits are measured at payment value.

Prepayments are initially measured at cost. After initial recognition, prepayments are carried at cost
less charges to income statement.

A provision is recognised if, as a result of past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will
be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation.

Contingencies arising from claims, litigation, assessment, fines, penalties, etc. are recorded when it is
probable that a liability has been incurred and the amount can be reasonably estimated.

Income tax expenses comprises current and deferred tax. Income tax expense is recognised in the
income statement except to the extent that it relates to items recognised directly in equity, in which
case it is recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous
years. The applicable tax rate for the Company is 27.5% for the year. Provision for current tax
expenses has been made on the basis of Finance Ordinance 2010.

Deferred tax is recognised using the balance sheet method. Deferred tax arises due to temporary
difference deductible or taxable for the events or transactions recognised in the income statement. A
temporary difference is the difference between the tax base of an asset or liability and its carrying
amount/reported amount in the balance sheet. Deferred tax asset or liability is the amount of income
tax recoverable or payable in future period(s) recognised in the current period. The deferred tax
asset/income or liability/expense does not create a legal liability/recoverability to and from the
income tax authority. Deferred tax also arises due to revaluation of property, plant and equipment.
The resulting impact of deferred tax assets/liabilities on revaluation surplus is included in the
statement of changes in equity.

Foreign currency transactions are converted at the rates ruling on the dates bank advices are
received. Monetary assets and liabilities denominated in foreign currencies, if any, at the reporting
date are reconverted at rates ruling at the balance sheet date. All exchange differences are
charged/credited to income statement after being absorbed in the respective head of income or
expenditure.
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Non-derivative financial instruments comprise investments in shares and FDR, trade receivables, cash
and cash equivalents, trade payables, share capital and interest - bearing borrowings.

Trade and other receivables are recognised initially at fair value plus any directly attributable
transaction costs. Subsequent to initial recognition, trade and other receivables are measured at
amortised cost using the effective interest method, less any impairment losses.

If the company has the positive intent and ability to hold FDR to maturity, then such financial assets
are classified as held to maturity. Held-to-maturity financial assets are recognised initially at fair value
plus any directly attributable transactions cost. Subsequent to initial recognation, held-to- maturity
financial assets are measured at amortised cost using the effective interest method, less any
impairment losses.

Cash and cash equivalents comprise cash balances and all call deposits with original maturities of
three months or less. Bank overdrafts that are repayable on demand and form an integral part of the
Company's cash management are included as a component of cash and cash equivalents for the
purpose only of the statement cash flows.

Only ordinary shares are classified as equity. Incremental cost directly attributable to the issue of
ordinary share are recognised as a deduction from equity, net of any tax effects.

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost using the
effective interest method.

The Company's management has overall responsibility for the establishment and oversight of the
Company's risk management framework. The Company's management policies are established to
identify and analyse the risk faced by the Company to set appropriate risk limits and controls and to
monitor risk and adherence to limits. Risk management policies, procedures and systems are
reviewed regularly to reflect changes in market conditions and the Company's activities. The
Company has provided in separate notes the information about the company's exposure to each of
the following risks, the Company's objectives, policies and processes for measuring and managing
risks and the Company's management of capital. The Company has exposure to the following risks
from its use of financial instruments.

® Credit risk
® Liquidity risk
® Market risk
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Revenue comprises sale of goods and service provided (if any) by the Company and excludes VAT.

Revenue from the sale of goods is measured at the fair value of the consideration received or
receivable, and net of returns, allowances and trade discounts.

Revenue is recognised when

® Significant risk and reward of ownership is transferred to the buyer. Transfers of risk and
reward vary depending on the individual items of the contract of sale. Sale of products and
trading items of the Company usually occurs at the time of delivery of goods along with invoices.

® The Company has no managerial involvement of the ownership of the goods, the amounts of
revenue and the cost of the transaction can be measured reliably, and it is probable that the
economic benefit associated with the transaction will flow to the Company.

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is
based on the weighted average method, and includes expenditure incurred in acquiring the
inventories, production or conversion costs and other costs incurred in bringing them to their existing
location and condition. In the case of manufactured inventories and work-in-progress, cost includes
an appropriate share of production overheads based on normal operation capacity.

Net realisable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Stock-in-transit represents the cost incurred up to the date of the balance sheet for the items that
were not received till to the date of balance sheet. Inventory losses and abnormal losses are
recognised as expenses.

Finance costs comprise interest expense on bank loan, finance lease and other borrowings and are
recognised in the income statement using effective interest method.

Finance income comprises of interest income of fund invested. Interest income is recognised on
accrual basis.

Statement of cash flows has been prepared under direct method.

The Company has created a 'Workers' Profit Participation Fund' and 5% of profit before charging such
expense is transferred to this fund.

The Company operates an unfunded gratuity scheme, provision in respect of which is made annually
covering all its permanent eligible employees. This scheme is qualified as defined benefit plan.
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There is also a recognised provident fund for all permanent employees of the Company. This qualifies
as defined contribution plan. The Company also has a group insurance policy for all its management
staff. Actuarial valuation of gratuity scheme was last made in 2006 to assess the adequacy of the
liabilities provided for the schemes as per BAS 19: Employee Benefits.

Defined contribution plan is a post employment benefit plan under which the Company provides
benefits to one or more employees. The recognised Employees Provident Fund is being considered as
defined contribution plan as it meets the recognition criteria specified for this purpose. All permanent
employees contribute 10% of their basic salary to the provident fund and the Company also makes
equal contribution.

The Company recognises contribution to defined contribution plan as an expense when an employee
has rendered services in exchange for those contribution. The legal and constructive obligation is
limited to the amount it agrees to contribute to the fund.

Defined benefit plan is a retirement benefit plan under which amounts to be paid as retirement
benefits are determined by reference to employees' earnings and/or year of services. The recognised
Employees' Gratuity Fund is being considered as defined benefit plan as it meets the recognition
criteria. The Company's obligation is to provide the agreed benefits to current employees as per
condition of the fund.

Present value of defined benefit obligation and the fair value of the plan assets were determined by
professional actuary. Projected Unit Credit method is used to measure the present value of defined
benefit obligations and related current and past service cost and mutually compatible actuarial
assumptions about demographic and financial variables were used. The difference between fair value
of the plan assets and present value of obligation is recognised as a liability or an asset in the balance
sheet.

The rate used to discount post employment benefit obligations is determined by reference to the rate
stated in actuarial report. The expected return on plan assets is based on market expectation and is
one of the component of expenses recognised in the income statement. Total expenses recognised in
the income statement comprise of current service cost, interest cost, expected return on plan assets.

The Company makes provision for annual leave encashment based on last basic salary as allowed by
the Company policy.

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided.

The Company presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the year. Diluted EPS is determined
by adjusting profit or loss for the year attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, if any.
This has been shown on the face of income statement and computation of EPS is stated in note 24.
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3.17 Segment reporting

An operating segment is a component of the Company that engages in business activities from which
it may earn revenues and incur expenses, including revenues and expenses that relate to transactions
with any of the Company's other components. However, a segment is a distinguishable component of
the Company that is engaged either in providing related products or services (business segment), or
in providing products or services within a particular economic environment (geographical segment),
which is subject to risks and rewards that are different from those of other segments. The Company's
primary format for segment is based on business segments.

All operating segment's operating results are reviewed regularly by the Company's CEO to make
decisions about resources to be allocated to the segment and to assess its performance, and for
which discrete financial information is available. Segment results that are reported to the CEO include
items directly attributable to a segment as well as those that can be allocated on a reasonable basis.
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Opening balance as on 1 January
Addition during the year
Transferred to fixed asset

Closing balance as on 31 December

Investment in FDR
Investment in Shares

Raw materials
Packing materials
Finished goods
Stock in transit
Work-in-process
Other inventories

Provision for slow moving inventory

2010 2009
Building Plant
and and
furniture machinery Total Total
Taka Taka Taka Taka
36,952,989 95,390,341 132,343,330 109,005,278
2,053,878 16,377,172 18,431,050 109,882,678
(38,105,965)  (99,192,758) (137,298,723) (86,544,626)
900,902 12,574,755 13,475,657 132,343,330
2010 2009
Taka Taka
3,524,050 1,627,108
75,000 -
3,599,050 1,627,108

211,189,385

171,892,143

82,266,752 78,625,233
280,420,565 278,149,505
119,445,059 78,923,637

29,286 -

14,512,623 8,407,481
707,863,670 615,997,999

(8,044,081)  (13,748,262)

699,819,589

602,249,737

In view of innumerable items of inventories and diversified quantities it is not feasible to disclose quantities

against each item of inventory.

Crop Care & Public Health

Provision for doubtful debts

Advance tax

Advances to suppliers

Staff advances

Security money and tender deposits
Prepayments

Balance as at 1 January
Paid during the year

Adjustment during the year
Balance as at 31 December

2010 2009
Dues over Dues below
6 months 6 months Total Total
Taka Taka Taka Taka
167,832,024 446,153,519 613,985,543 765,740,183

Note

9.1

613,985,543
(36,217,376)

765,740,183
(7,618,377)

577,768,167

758,121,806

2010
Taka

82,012,870
14,268,809
7,828,617
5,052,410
398,390

2009
Taka

84,532,664
7,624,415
9,871,926
8,143,985

2,875

109,561,096

110,175,865

84,532,664 36,675,400
63,134,448 47,857,264
147,667,112 84,532,664
(65,654,242) -
82,012,870 84,532,664
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Advanced Chemical Industries Limited
ACI Motors Limited
ACI Logistics Limited

Cash in hand
Cash at banks

Bank overdraft used for cash management purpose
Cash and cash equivalents in the cash flow statement

Standard Chartered Bank

The Hongkong and Shanghai Banking Corporation Ltd.

City Bank N.A
Commercial Bank of Ceylon plc

Authorised
50,000,000 Ordinary shares of Tk. 10 each
Issued and paid up

6,600,000

17,500,000
5,900,000

30,000,000

Ordinary shares of Tk. 10 each
Bonus shares of Tk. 10 each
Right shares of Tk. 10 each

The aforesaid share capital is subscribed as under:

Directors/sponsors
Institutions
General shareholders

Note

11.1

14.1
14.2
14.3
14.4

A distribution schedule of the above shares is given below as required by the Listing Rules:

Number of
shareowners Share owning
7,212 Less than 500
1,970 501- 5,000
71 5,001- 10,000
57 10,001- 20,000
14 20,001- 30,000
6 30,001- 40,000
12 40,001- 50,000
12 50,001- 100,000
8 1,00,001- 1,000,000
3 Over- 10,000,000
9,365
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2010 2009

Taka Taka
57,338,444 45,923,541
1,772,314 1,164,773
9,315,450 -
68,426,208 47,088,314
150,000 150,000
50,877,175 53,071,622
51,027,175 53,221,622
(26,212,136) (48,766,928)
24,815,039 4,454,694
21,652,424 26,261,894
1,607,230 11,383,826
5,000 37,763
2,947,482 11,083,445
26,212,136 48,766,928
50,000,000 50,000,000
66,000,000 66,000,000
175,000,000 175,000,000
59,000,000 59,000,000
300,000,000 300,000,000

Number of
shares Percentage
19,806,670 66.02%
5,277,330 17.59%
4,916,000 16.39%
30,000,000 100.00%
Percentage

Number of of total
shares shareholdings
1,418,916 4.73%
2,822,156 9.41%
500,666 1.67%
798,407 2.66%
348,020 1.16%
229,720 0.77%
557,180 1.86%
801,815 2.67%
2,413,040 8.04%
20,110,080 67.03%
30,000,000 100.00%
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Note 2010 2009
Taka Taka
Staff gratuity provision 4,829,516 4,943,177
Deferred tax liabilities 13.1 72,295,436 55,301,825
Long term bank loan 13.2 48,566,336 59,792,043
125,691,288 120,037,045
Deferred tax on temporary differences
(i) Taxable temporary differences
Fixed assets 895,621,433 227,407,359
(ii) Deductible temporary differences
Stock (8,044,081) (13,748,262)
Debtors (36,217,376) (7,618,378)
Gratuity (4,829,516) (4,943,176)
Net taxable temporary differences as at 31 December 846,530,460 201,097,543
Deferred tax liability before adjustment of deferred tax on land 232,795,877 55,301,825
Adjustment of deferred tax on land due to changes in tax rate (160,500,441) -
Deferred tax liability as of 31 December 72,295,436 55,301,825
The City Bank Limited 48,566,336 59,792,043

Amount : Tk 100,000,000

Purpose : To retire documents of imported machineries and to procure machineries from local
sources and to meet up the cost of civil constructions.

Tenure : 05 years

Securities for the aforesaid facilities are as follows:

)] Hypothetication on specific plant, machinery and pre-fabricated structure financed by bank.

i) Corporate guarantee of Advanced Chemical Industries Limited.

Standard Chartered Bank 14.1 126,226,615 68,990,037

The Hongkong and Shanghai Banking Corporation Ltd. 14.2 265,380,148 363,382,216

Citi Bank NA 14.3 98,196,921 25,033,326

Commercial Bank of Ceylon plc 14.4 144,981,000 179,379,000
634,784,684 636,784,579

The company is enjoying following facilities from Standard Chartered Bank (SCB) under the following
terms and conditions:
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i) Letter of set off between different accounts maintained with the bank.

iii) Corporate guarantee to be executed by Advanced Chemical Industries Limited for
Tk 430,000,000 supported by Board Resolution for credit facilities granted to ACI
Formulations Limited.

iv) First pari-passu charge with other lenders over the borrower's stock of raw materials,
work-in-progress and finished goods for Tk 430,000,000 registered with the Registrar of
Joint Stock Companies and Firms (RJSC).

V) First pari-passu charge with other lenders over the borrower's book debts/receivables for
Tk 430,000,000 registered with the Registrar of Joint Stock Companies (RJSC) on pari-pasu
basis with SCB where HSBC's share is 430,000,000.

The company is enjoying following facilities from Citibank, N.A. under the following terms and
conditions:

Amount : Tk 300,000,000
Purpose : For import of raw materials, spares and finished goods required for normal course of business.
Tenure : 180 days for imports (loan) and deferred payment bills and 30 days for shipping guarantee.

Securities for the facilities mentioned under notes 14.3.1 is as follows:

Cross corporate guarantee from Advanced Chemical Industries Limited and ACI Formulations Limited.

The agreement permits the use of funds by both Advanced Chemical Industries Limited and
ACI Formulations limited. However the joint utilisation limit is capped to Tk 400,000,000.

The company is enjoying following facilities from Commercial Bank of Ceylon plc under the following
terms and conditions:

Limit : Tk 20,000,000
Purpose : Working capital
Tenure : On demand

Amount : Tk 100,000,000
Purpose : To retire import documents for raw materials and chemicals.
Tenure : 180 days

Amount : Tk 100,000,000
Purpose : Working capital finance
Tenure : 180 days
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Securities for the facilities mentioned under notes 14.4.1, 14.4.2 and 14.4.3 are as

follows:

Registered first hypothecation charge over stocks and book debts on pari-pasu basis with SCB and

HSBC, CBC's share being Tk 220,000,000.

Creditors for expenses

Interest payable

Security money payable

Unpaid dividend

Withholding tax and VAT

Provision for Workers' Profit Participation Fund (WPPF)

Premiaflex Plastics Limited
ACI Foods Limited
ACI Salt Limited

Opening balance

Provision made during the year
Adjustment against advance tax
Closing balance

Agrochemical products
Consumer products

100% revenue of consumer products were received from Advanced Chemical Industries Limited
which acts as the sales agent of the company. In view of innumerable items of sales and diversified

2010 2009

Taka Taka
68,084,942 60,580,523
5,019,541 6,280,489
1,510,464 1,483,129
3,249,542 547,075
1,444,783 879,813
6,459,607 11,306,715
85,768,879 81,077,744
7,761,000 8,623,510
25,493 -
141,973 -
7,928,466 8,623,510
135,762,904 83,480,672
26,302,190 52,282,232
(65,654,242) -
96,410,852 135,762,904
986,215,727 1,256,925,063
938,188,056 823,019,180
1,924,403,783 2,079,944,243

quantities, it is not feasible to disclose the quantities against each items of sale.
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2010 2009
Particulars Administrative | Distribution | Manufacturing| Selling
expenses expenses expenses | expenses Total Total
Taka Taka Taka Taka Taka Taka
(A) (A) (B) (A)
Salary and wages 57,821,668 6,765,427 74,495,795 52,755,812 191,838,702 181,482,771
Traveling and conveyance 1,359,241 4,026,058 862,547 27,044,252 33,292,098 25,672,730
Rent and rates 2,829,524 1,818,338 748,741 897,179 6,293,782 6,765,084
Repair and maintenance 4,223,036 132,939 16,713,624 190,024 21,259,623 22,892,338
Fuel and power - 262,177 20,041,679 - 20,303,856 33,157,809
Postage, Telephone, Fax etc. 105,249 272,742 466,520 1,733,750 2,578,261 2,026,974
Printing and stationery 368,465 407,829 815,931 888,307 2,480,532 2,176,296
Promotional expenses 394,500 - 828,338 43,675,990 44,898,828 20,475,407
Entertainment 648,078 - 672,458 716,285 2,036,821 3,717,943
Vehicle maintenance 2,220,761 3,739,520 2,743,371 5,638,443 14,342,095 9,891,683
Bad and doubtful debts - - - 29,712,219 29,712,219 89,560
Truck and handling 14,800 9,412,520 2,406,791 - 11,834,111 11,186,614
Legal and professional charge 420,700 - 67,332 270,980 759,012 528,090
Audit fees 300,000 - - - 300,000 300,000
Insurance - - 3,582,260 414,668 3,996,928 3,333,535
Directors' fees 8,326 - - - 8,326 5,725
Bank charges 644,330 - 37,256 183,063 864,649 732,076
Sundry expenses - - 214,727 - 214,727 186,053
Product development expenses - - 22,093 1,303,841 1,325,934 1,057,153
Training expenses 4,867 - 134,529 699,907 839,303 750,425
Depreciation 353,245 - 35,621,733 1,543,241 37,518,219 31,470,222
Lab chemical and apparatus - - 619,277 - 619,277 230,534
Donation and subscription - - 543,000 - 543,000 31,122
Meeting expenses 222,500 - - 1,720,650 1,943,150 1,423,315
Share department expenses 2,041,486 - - - 2,041,486 1,676,036
License and renewals 166,433 - - 110,279 276,712 1,391,349
Corporate social responsibility - - 124,200 - 124,200 -
74,147,209 26,837,550 161,762,202 169,498,890 432,245,851 362,650,844
Recovery of expenses for toll
manufacturing service charges:
Advanced Chemical Industries Limited - - 3,151,752 - 3,151,752 3,739,340
ACI Motors Limited - - 300,000 - 300,000 300,000
- - 3,451,752 - 3,451,752 4,039,340
74,147,209 26,837,550 158,310,450 169,498,890 428,794,099 358,611,504
(A) Administrative, selling and distribution expenses 270,483,649 197,211,475
(B) Manufacturing expenses 158,310,450 161,400,029
428,794,099 358,611,504
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Crop Care & Public Health
Mosquito Coil

Aerosol

Loss on Revaluation

Interest expenses
Interest on bank loan
Inter-company

Interest income
Inter-company
Supplier/others
Bank

Net taxable temporary differences (Note-13.1)
Deferred tax liability as of 31 December
Less: Opening balance as of 1 January

Less: Deferred tax from other comprehensive income
Add: Adjustment for deferred tax on land due to changes in tax rate

2010 2009
Taka Taka

5,156,966 6,311,439
439,824 378,990
2,814,328 2,299,261
(1,328,121) -
7,082,997 8,989,690
64,877,314 66,222,418
5,786,851 8,122,290
70,664,165 74,344,708

(4,805,169) -
= (160,581)
(310,084) (70,108)
(5,115,253) (230,689)
65,548,912 74,114,019
846,530,460 201,097,543
72,295,436 55,301,825
55,301,825 52,952,962
(16,993,611) (2,348,863)
(27,391,237 (134,321)

(15,222,641) -
(4,825,015) (2,214,542)

The calculation of basic earnings per share at 31 December 2010 was based on the profit attributable

to ordinary shareholders as follows:

Profit for the year

Add: Adjustment of deferred tax expense in income statement

Adjusted profit for the year

Weighted average number of shares outstanding during the year

Basic earnings per share

91,605,337 159,145,096
. 1,185,718
91,605,337 160,330,814
30,000,000 30,000,000
3.05 5.34

EPS for the year 2009 has been restated (from Tk 5.30 to Tk 5.34) due to adjustment of deferred tax
on revaluation surplus for the year 2009. Since the total impact in Income Statement (Tk 1,185,718)
as well as in EPS (Tk 0.04) is immaterial, comparatives of the earliest prior period in Statement of

Financial Position has not been considered.

No diluted EPS was required to be calculated for the year since there was no scope for dilution of

shares for the year 2010.
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On the balance sheet date, the company is enjoying unfunded credit facilities from the following

banks:

Letters of credit
Standard Chartered Bank
Commercial Bank of Ceylon plc

The Hongkong and Shanghai Banking Corporation Limited

Citibank, N.A.

Bank guarantee

The Hongkong and Shanghai Banking Corporation Limited

2010 2009

Taka Taka
10,359,387 26,792,401
12,676,780 14,576,361
56,805,612 52,463,841
13,479,100 11,794,821
93,320,879 105,627,424
24,679 24,679
24,679 24,679

During the year, the company carried out a number of transactions with related parties in the normal
course of business. The names of the related parties and nature of these transactions have been set
out in accordance with the provisions of BAS 24: Related Party Disclosures:

Nature of Transaction value Year Outstanding balance
a) Name of the party Relationship transactions ended 31 December as at 31 December
2010 2009 2010 2009
Taka Taka Taka Taka
Advanced Chemical Holding Sale of 938,188,056 823,019,180 57,338,444 45,923,541
Industries Limited company products
ACI Motors Limited Subsidiary of Service 607,541 359,470 1,772,314 1,164,773
holding company rendering
Premiaflex Plastics Subsidiary of Working 14,451,889 17,836,869 (7,761,000) (8,623,510)
Limited holding company  capital financing
ACI Foods Limited Subsidiary of Working 25,493 5,766,446 (25,493)
holding company capital financing
ACI Logistics Limited Subsidiary of Working 9,315,450 9,315,450
holding company capital financing
ACI Salt Limited Subsidiary of Working 141,973 25,124,725 (141,973)

holding company

Annual Report 2010

capital financing

45




Note 2010 2009
Taka Taka
b) Directors' emoluments
Salary 2,158,825 4,041,990
Benefits 633,600 797,568
Provident fund contribution 91,800 173,784
2,884,225 5,013,342

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its obligations, and arises principally from the Company's receivables from
customers and investment securities.

2010 2009
Taka Taka
Exposure to credit risk
Trade receivables 8 577,768,168 758,121,806
Inter company receivables 10 68,426,208 47,088,314
Cash at bank 11 50,877,175 53,071,622

697,071,551 858,281,742

The maximum exposure to credit risk for trade debtors at the reporting date by geographic region was:

Bangladesh 577,768,168 758,121,806

The aging of trade receivables at the reporting date was:

Dues below 6 months (Gross amount) 446,153,519 645,440,938
Dues over 6 months (Gross amount) 167,832,024 120,299,245
Total 613,985,543 765,740,183
Provision for doubtful debts 36,217,376 7,618,377

The movement in the provision for doubtful trade debtors during the period was as follows:

Balance at 1 January 7,618,377 469,650
Impairment loss recognised 29,712,220 7,238,287

37,330,597 7,707,937
Adjustment made during the year (1,113,221) (89,560)
Balance at 31 December 36,217,376 7,618,377

Liquidity risk is the risk that the company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial assets or
liabilities. The Company's approach to 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 Company's reputations.
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Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall
due.

As at 31 December 2010

Non derivative financial liabilities

Particulars Carrying Contractual Less than 1year 01-05 years
Trade payables 61,363,824 61,363,824 61,363,824 -
Other payables 85,768,879 85,768,879 84,258,415 1,510,464
Inter-company payables 7,928,466 7,928,466 7,928,466 -
Bank overdraft 26,212,136 26,212,136 26,212,136 -
Short term bank loan 634,784,685 634,784,685 634,784,685 -
Long term bank loan 69,809,183 69,809,183 21,242,847 48,566,336
At 31 December 2010 885,867,173 885,867,173 835,790,373 50,076,800

Market risk is the risks that changes in the market prices, such as foreign exchange rates, interest
rates and equity prices will affect the Company's income or the value of it's holdings of instruments.
The objective of market risk management is to manage and control risk exposures within acceptable
parameters , while optimising the return.

Exposure to foreign currency risk

The Company's exposure to foreign currency risk was as follows based on the notional amount:

as at 31 December

Description 2010 2009
UsD UsD

Short term interest bearing loan 3,685,019 1,988,668

At 31 December 2010 3,685,019 1,988,668

The following exchange rate was applied during the period:

Reporting date Spot Rate
2010 2009
UsD 71.4 69.6

Market risk-interest rate risk

At the balance sheet date the interest rate profile of the Company's interest-bearing financial instruments.

Carrying amount

2010 2009
Taka Taka
Fixed rate instrument
Financial assets - -
Financial liabilities 477,242,152 636,911,198
Total 477,242,152 636,911,198
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Carrying amount

2010 2009
Taka Taka
Variable rate instrument
Financial assets - -
Financial liabilities 261,492,317 138,411,270
Total 261,492,317 138,411,270

Previous year's figures have been rearranged where necessary to conform to current year's
presentation.

The number of employees drawing Tk 3,000 or more per month was 674 in 2010 (as against 533
in 2009).

The production status (business wise) for the year ended 31 December 2010 are as follows:

% of
Business segment Capacity Unit Actual utilization
Crop Care and Public Health 21,570 M ton 7,241 34%
Mosquito Coil 1,290,000 Carton 763,160 59%
Aerosol 7,960,000 Pcs 3,674,453 46%

There is a capital expenditure commitment of Tk. 16.27 million in respect of import of plant and
machinery, quality control development and procurement of equipment.

2010 2009
Taka Taka
During the year under review following payments were made in foreign currencies:
Raw and packing materials 768,243,209 490,169,459
Capital machinery 7,273,976 31,099,680

775,517,185 521,269,139

The Board of Directors of ACI Formulations Limited has recommended cash dividend @ 30%, i.e. Tk
3 per share of Tk. 10 each for the year 2010 in its 72" meeting held on Tuesday, 19 April 2011
subject to approval of the shareholders in the Annual General Meeting scheduled to be held on 15
June 2011.

There are no other events identified after the balance sheet date that might be material.
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Revenues

Total revenue from reportable segments
Other revenue

Elimination of inter-segment revenue
Total revenues

Profit or loss
Total profit or loss for reportable segments
Other profit or loss

Elimination of inter-segments profit

Unallocated amounts:

Gain on distribution to owners of the Company

Other expenses

Total continuing profit from operations before tax

Assets

Total assets for reportable segments
Other assets

Other unallocated amounts

Total assets

Liabilities

Total liabilities for reportable segments
Other liabilities

Other unallocated liabilities

Total liabilities

Geographical information

2010
Taka

1,924,403,783

2009
Taka

2,079,944,243

1,924,403,783

2,079,944,243

122,732,541

214,827,588

122,732,541

214,827,588

122,732,541

214,827,588

2,581,850,637

59,482,764

2,034,365,002

51,591,107

2,641,333,401

2,085,956,109

572,025,863

487,377,113

317,593,035

820,084,921

1,059,402,976

1,137,677,956

In presenting information on the basis of geographical segments, segment revenue is based on the
geographical location of customers. Segment assets are based on the geographical location of the assets.

Revenue
Bangladesh

Non-current assets
Bangladesh

1,924,403,783

2,079,944,243

1,924,403,783

2,079,944,243

1,123,963,922

500,593,194

1,123,963,922

500,593,194
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I/We

of

being a Member of ACI Formulations Limited, hereby appoint

of
whose signature is appended below as my/our proxy to attend and vote for me/us and on my/our behalf
at the 15th Annual General Meeting of the Company to be held on Wednesday, 15 June 2011 at 12:00

noon and/or at any adjournment thereof.

As witness my hands this day of 2011.

Signature on
Tk. 10
Revenue Stamp

(Signature of the Proxy) (Signature of the Shareowner)
Registered Folio / BO ID No.

No. of Shares held

Note : A Member entitled to attend and vote at the Annual General Meeting may appoint a proxy to
attend and vote on his/her behalf. The Proxy Form, duly completed, must be deposited at the
Share Office of the Company at 9 Motijheel C/A, Dhaka 1000, not later than 48 hours before

the time fixed for the meeting.




Corporate Directory

Registered Office

ACI Centre

245 Tejgaon Industrial Area

Dhaka 1208

Phone # (8802) 9885694

Fax # (8802) 9884784 & 9886029

Annual Report 2010

Share Office

9 Motijheel C/A
Dhaka 1000

Phone # (8802) 9556254
Fax # (8802) 9565257

Manufacturing Facilities

ACI Formulations Plant

Rajabari, Sreepur, Gazipur

Phone # (8802) 9201071, 9201072
Fax # (8802) 9201070
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ACI

ACl Formulations Limited
ACI Centre, 245 Tejgaon Industrial Area, Dhaka 1208

Design & Production : Creative Communication Limited
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