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Independent Auditor’s Report
To the Shareholders of
FAR Chemical Industries Limited

on the Audit of the Financial Statements

save audited the financial statements of FAR Chemical Industries Limited (the “Company™), which
the Statement of Financial Position as at 30 June 2019and Statement of Profit or Loss and Other
srehensive Income, Statement of Changes. in Equity and Statement of Cash Flows for the year then ended
motes to the financial statements, including a summary of significant accounting policies and other
v information.

kS

opmion, the accompanying financial statements of the Company give a true and fair view of the financial

wwom of the Company as at 30 June 2019, and of its financial performance and its cash flows for the year

emded in accordance with International Financial Reportmg Standards (IFRSs) and other applicable laws
segulations.

# for Opinion
somducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
* those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
ements section of our report. We are independent of the Company in accordance with the International
== Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we
Sulfilled our other ethical responsibilities in accordance with the IESBA Code. We believe that the audit
=mce we have obtained is sufficient and appropriate to provide a basis for our opinion.

Andit Matters
& sudit matters are those matters that, in our professmnal judgment, were of most significance in our audit of
& “mancizl statements of the current period. These matters were addressed in the context of our audit of the
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
pse matters.

-

Our response to key audit matters

Bescription skey sudit matiors |

recognition
sar end the company reported total revenue | We have tested the design and operating effectiveness of
DT 1.186.680.670. key controls focusing on the following:
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- Obtaining an understanding of and assessing the design
and operating effectiveness of controls designed to ensure
that revenue is recognized in the appropriate accounting
period:

Segregation of duties in invoice creation and
modification and timing of revenue recognition;

- Assessing the appropriateness of the Company’s
accounting policies for revenue recognition and
compliance of those policies with applicable accounting
standards;

- Obtain supporting documentation for sale transaction
recorded either side of year end to determine whether
r
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- Comparing a sample of revenue transactions recognized
during the year with the sale invoices and other relevant
underlying documentation;

- Critically assessing manual journals posted to revenue to
identify unusual or irregular items, and finally assessed
the appropriateness and presentation of disclosures against
relevant accounting standards.

[See note number 19 for details]

Valuation of Inventory

The inventory of BDT 468,297,673 as at 30"
June 2019, held in warehouses and across
multiple product lines in the factory.

Inventory value is measured as follows:

Inventories are stated at the lower of cost and
net realizable value in accordance with IAS 2
“Inventories’. As a result, the management apply
Judgment in determining the appropriate values
for value in use, work-in-progress, values for
slow moving or obsolete items and need to
2pply impairment provision.

While excess holding of inventories could
smpact efficient use of working capital similarly
lower level of inventories can result in stock
outs or irregular supply to the market.

We challenged the appropriateness of management’s
assumptions applied in calculating the value of the
inventory provisions by:

- Evaluating the design and implementation of key
inventory controls operating across the company’s
factory and warehouse;

- Challenging the completeness of inventory
provisions through assessing actual and forecast
sales of inventory lines to assess whether
provisions for slow-moving/obsolete stock are
valid and complete.

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

- 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 and comparison to the associated
provision to assess whether inventory provisions
are complete;

- We discussed with management about their sales
forecasting  procedures and  ordering of
inventories, and inquired about remedial action
taken in case of excess or shortage of inventories
due to difference in forecast and actual results.

[See note number 06 for details]

Valuation of Property, Plant and Equipment

The carrying value of the PPE amounted to BDT
1.847,141,781 as at 30 June 2019. The valuation
of PPE was identified as a key audit matter due
to the significance of this balance to the
financial statements.

Expenditures are capitalized if they create new
or enhance the existing assets, and expensed if
they relate to repair or maintenance of the
assets. Classification of expenditures involves
judgment. The useful lives of PPE items are
based on management’s estimates regardin
period during which the asset or its sig

Our audit included the following procedures:

- We reviewed the opening balances of PPE which
was audited by another auditors including
assessed the addition during the year under our
audit, checked the related accounting treatment
and associated deferred tax as recognized by the
company.

- We assessed whether the accounting policies in
relation to the capitalization of expenditures are in
comp]iance with IFRS and found them to be
co nt;
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components will be used. The estimates are - We obtained a listing of capital expenditures
based on historical experience and market incurred during the year and, on a sample basis,
practice and take into consideration the physical checked whether the items were procured based
condition of the assets. on internal purchase order that had been properly

approved by the responsible individuals;

- We inspected a sample of invoices and L/C
documents to determine whether the classification
between capital and operating expenditure was
appropriate;

- We evaluated whether the useful lives determined
and applied by the management were in line with
historical experience and the market price;

- We checked whether the depreciation of PPE
items was commenced timely, by comparing the
date of the classification from capital in progress
to ready for use, with the date of the act of
completion of the work.

- We performed physical asset verification at the
year end, observed procedures of asset
acquisition, depreciation and disposal and finally
assessed the appropriateness and presentation of
disclosures as per relevant accounting standards.

[See note number 04 for details]

Other Matter

FAR Chemical Industries Limited had appointed AHMAD & AKHTAR as an auditor of the financial
statements for the year ended 30" June 2019 in the company’s last Annual General Meeting. Due to ineligibility
of AHMAD & AKHTAR to perform audit, the company re-appointed us as the auditor of the financial
statements for the year ended 30" June 2019 according to vide letter no. FAR/2019/017. dated: 17" July, 2019.

Other information

Management is responsible for the other information. The other information comprises all of the information
mcluded in the Annual Report other than the financial statements and our auditor’s report thereon. The Annual
Report is expected to be made available to us after the date of this auditors’ report.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

I= connection with our audit of the financial statements, our responsibility is to read the other information
sdentified above when it becomes available 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
@ppears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards (IFRSs) and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
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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 International Standards on Auditing (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 International Standards on Auditing (ISAs), we exercise professional
Judgment 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.

* 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.

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

* 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 to cease to continue as a going concern.

* 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
cthical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to b our independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that were
8¢ most significance in the audit of the company’s financial statements of the current period and are
Serefore the key audit matters. We describe these matters in our auditors’ 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
=asonably be expected to outweigh the public interest benefits of such communication.

We have not come across any other key audit issue for the year under audit, and as such noting is reportable.

feport on other Legal and Regulatory Requirements

# accordance with the Companies Act, 1994 and the Securities and Exchange Rules 1987, we also report the
Bllowing:

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:

5) 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;

¢) the statement of financial position and statement of profit or loss and other comprehensive income

together with the annexed notes dealt with by the report are in agreement with the books of account and
returns; and

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

tased, Dhaka

Ramendr asak, FCA
kesaber 28, 2019

Partner
Shiraz Khan Basak & Co.
Chartered Accountants
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FAR Chemical Industries Limited

Statement of Financial Position

! Shareholder Equity and Liabilities

wssets Value (NAYV) per share

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

As at June 30, 2019
Not Amount in Taka
= 30-06-2019 30-06-2018

1.848,690,252 1,677.478,262
4.00 1.847,141,781 1,675.929,791
5.00 1,548,471 1.548.471
1,173,100,869 1,136.386,432
6.00 468,297,673 426.959,883
7.00 617,542,172 626.642.699
8.00 38,808,225 56.904,297
9.00 2,945,000 2.945,000
10.00 718,079 724,454
11.00 44,789,720 22.210.099
3,021,791,121 2,813.864.694
2,973,502,086 2,764.342.,798
12.00 1.982,667,480 1,802.424,980
13.00 990,834,606 961.917,818
48,289,035 49.521,896
14.00 38,964,750 40.035,250
15.00 2,002,142 2.147.857
16.0C 2,945,000 2.945.000
17.00 718,079 724.454
18.00 3,659,064 3.669.335
3.021,791,121 2,813.864,694

28.00 15.00 15.34

mman Managing Director

Direcior

As per our annexed report of even date

: October 28, 2019
Dhaka

Chief Financial Officer Company Secretary

wA

BHIRAZ KAHAN BASAEK & CO.
Chartered Accouniants

An associate firm of D.N. Gupta & Associates
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FAR Chemical Industries Limited
Statement of Profit or Loss and Other Comprehensive income
For the year ended June 30, 2019

Notes Amount in Taka
30-06-2019  |[  30-06-2018
19.00 1,186,680,670 1,337,366,121
of sales 20.00 955,231,408 1,047,992,773
prafit 231,449,262 289,373,348
Operating expenses

and distribution expenses 21.00 10,042,906 10,581,377
i IVE expenses 22.00 11,062.686 10,998,069
Welfare expenses 23.00 767.287 761,035
21,872,878 22,340,481
operation 209,576,384 267,032,867
cial expenses 24.00 784,914 666,964
Exchange Gain/(Loss) 25.00 87.131 89,051
208,878,601 266,454,954
mcome 26.00 280.687 275,316
tax 209,159,288 266,730,270

tax expenses - -
tax 209,159.288 266,730,270
Per Share (EPS) 27.00 1.05 1.35

J The annexed notes form an integral part of these financial statements.

E‘MSM& M. hoaon  WARmed— )

Managing Director

Director

As per our annexed report of even date

£ October 28, 2019
Dhaka

SHIRAZ KA

Chief Financial Officer Compan§ Secretary

& CO.

Chartered Accountants

An associate firm of D.N. Gupta & Associates
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FAR Chemical Industries Limited
Statement of Changes in Equity
For the year ended June 30, 2019

- Share Capital Retained Earnings Total
Taka Taka Taka
= 2t July 01,2018 1,802,424,980 961.917.818 2,764,342,798
& [ssuc 180,242,500 (180.242.500) -
i during the year - 209,159,288 209,159,288
pce 2t 30 June 2019 1,982,667,480 990.834,606 2,973,502,086 |
FAR Chemical Industries Limited
Statement of Changes in Equity
For the year ended June 30, 2018
s Share Capital Retained Ezrnings Total
Taka Takz Taka
g at July 01,2017 1,638,568,160 859.044.368 2,497,612,528 |
§ Issuc 163,856,820 (162.856.820) -
iduring the year - 260,730.270 266,730,270 |
pee at 30 June 2018 1,802,424,980 961,917,818 2,764,342,798 |

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

n“ff‘( S Heq il . haoan W |

mmar  Managing Director Director Chief Financial Officer Comparh»' Secretary

As per our annexed report of even date

\)wn)
SHIRAZ KAH & CO.

Chartered Accountants

£ Octoper 28, 2019.

e

: Dhai:

An associate firm of D.N. Gupta & Associates
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FAR Chemical Industries Limited
Statement of Cash Flows
For the year ended June 30, 2019

Amount in Taka
Notes
30-06-2019 | [ 30-06-2018

A_ Cash fMlows from operating activities:

Recept from customers ' 1,195,781,197 1,350,883,545
Rzceipt from other income 280,687 364,367
Pzvment for cost of expenses (919,599,704) (1,011,075,473)
Pavment for operating expenses (21,156,025) (24,579,915)
Fzvment of financial expenses on short term loan (784,914) (666,964)
Net cash from operating activities 254,521,24] 314,925,560
B Cash fiows from investing activities:

%cguisition of property, plant and equipment - (231,805,752) (312,792,473)
Net cash used in investing activities (231,805,752) (312,792,473)
. Cash fiows from financing activities:

Rzceipt/(Payment) against short term loan (145,715) 148,234
Ner Cash used in financing activities (145,715) 148,234
2 et increase in cash and cash equivalents(A+B+C) 22,569,775 2,281,321
£ Forzign Exchange Gain/(Loss)-FC A/C 9,847 8,944
& Opening cash and cash equivalents 22,210,09¢ 19,919,834
.. Clesing cash and cash equivalents (D+E+F) 44,789,720 22,210,099
%zt Operating Cash Flow Per Share (Nt 29.00 1.2¢ 1.75

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

ﬁ((w/ S . Heaul pn. hoaon W \

Chairmar Managing Director Director Chief Financial Officer Company‘Secretary

As per our annexed report of even date

SHIRAZ KA SAK & CO.
Chartered Accountants

Dmmed- October 28, 2019
Mace- Dhaka

An associate firm of D.N. Gupta & Associates
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FAR Chemical Industries Limited
Notes to the Financial Statements
For the vear ended June 30, 2019

Reporting Entity
Background of the Company
FAR Chemical Industries Limited (the Company’) was incorporated in Bangladesh on 22 March

2007 as a Private Limited Company under the Companies Act 1994 with its Corporate office at
House No: 11 (Floor: 5-A), Road No: 12, Niketon, Gulshan-1, Dhaka-1212 and Registered office
& factory is situated at Plot # 135-136 in CEPZ, Comilla Export Processing Zone, Comilla,
Bangladesh. Subsequently the company has been converted to Public Limited Company under
the Companies Act 1994 on 19 June 2012 and issue of Public offer of 12,000,000 ordinary shares
of Tk. 10.00 each at par totaling to Tk.120,000,000 as Bangladesh Securities and Exchange
Commission (BSEC) ref no. BSEC/CI/IPO-220/2013/98 dated February 05, 2014.

Nature of Business
The principal activities of the Company are to manufacture and export of Chemical products to

different export oriented Textiles, dyeing and Apparels industries. Some of the Principal products
and services are:

e Softening Agent

e Scouring Agent

* Anti-Foaming Agent

e Leveling Agent

e Fixing Agent

e Stabilizer

» Retarding Agent

» Bleaching Agent and

s Other chemical products.

Basis of Preparation of Financial Statements

Statement of Compliance
The financial statements have been prepared in accordance with International Financial

Reporting Standards (IFRSs) and International Accounting Standards (IAS) as adopted by the
Institute of Chartered Accountants of Bangladesh (ICAB), the Companies Act 1994, the
Securities and Exchange Rules, 1987 and other applicable laws and regulations in Bangladesh.

Regulatory Compliances
As required FAR Chemical Industries Limited 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 Customs Act 1969

Bangladesh labour law 2006 (Amended)

The Securities and Exchange Rules, 1987 and

Bangladesh EPZ rclated rules and regulations.

Measurement Bases used in preparing the Financial Statements

The financial statements have been prepared on the historical cost basis, and therefore, do not
take into consideration the effect of inflation. The accounting policies, unless otherwise stated,
have been consistently applied by the company and are consistent with those of the previous

year.
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Reporting Currency and Level of Precision
The financial statements are presented in Bangladeshi Taka (Taka/Tk), which is the Company’s

functional currency. All financial information presented in Taka have been rounded off to the

nearest Taka.

Preparation and Presentation of Financial Statements of the Company
The Board of Directors of FAR Chemical Industries Ltd is responsible for the preparation and

presentation of financial statements.

Use of Estimates and Judgements
The preparation of these financial statements in conformity with International Accounting

Standards (IASs) and International Financial Reporting Standards (IFRSs) requires management
to make judgements, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets, liabilities, income and expenses. Actual results may differ

from these estimates.

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

periods affected thereby.

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

Note: 4 Property, Plant and Equipment
Note: 6 Inventories

Note; 7 Trade Receivables

Note: 8 Advance, Deposit and Pre-payments
Note: 14 Trade Payables

Reporting Period
The financial period of the companies covers one year from 1 July 2018 to 30 June 2019 and is

followed consistently.

Cash Flow Statement

Statement of cash flows is prepared in accordance with “IAS 7: Cash Flow Statement™ and the
cash flow [rom operating activities have been presented under Direct Mcthod as required by the
Securities and Exchange Rules, 1987 and considering the provisions that “Enterprises are

Encouraged to Report Cash Flow from Operating Activities using the Direct Method™.

Compliance with the Requirements of Notification of the Securities and Exchange
Commission dated 04.06.2008 under ref. # SEC/CMMRPC/2008-181/53/Adm/03/28

a) Notes to the financial statements marked from 3.00 to 3.17 setting out the policies are
unambiguous with respect to the reporting framework on which the accounting policies are

based.
b)  The accounting policies on all material areas have been stated clearly in the notes marked
from 3.00 to 3.17.

¢)  The accounting standards that underpin the policies adopted by the company can be found
in the following places of the notes to the financial statements:
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SL No. | Name of the 1AS IAS’s no.
I | Presentation of Financial Statements |
| 2 Inventories 2
3 Statement of Cash Flows 7 e
4 Accounting policies, Changes in accounting Estimates & Errors 8
5 Events after the Reporting Period 10
6 Income Taxes 12
7 Property, Plant and Equipment 16 |
8 Leases ) — ' 17
9 Employees Benefits _ 19
10 The Effects of Changes in Foreign Exchange Rates 21
11 Borrowing Costs 23
12 Related Party Disclosures 24
13 Accounting and Reporting by Retirement Benefit Plans 26
14 Investment in Associates 28
15 Interest in Joint Ventures 31
16 Financial Instruments:; Presentation 32
17 Earnings Per Share 33 |
18 Impairment of Assets 36
19 Provision, Contingent Liabilities and Contingent Assets 37
20 Financial Instruments: Recognition & Measurement 39
SL. | Name of the IFRS IFRS No |
No. =
1 Financial Instruments: Disclosures Z ‘
2 Operating Segments 3
3 Disclosure of Interests in Other Entities 12
4 Revenue from Contracts with Customers 15 ]
d) The financial statements are in compliance with the International Financial Reporting
Standards (IFRS) which are issued by the International Accounting Standards Board

(IASB).

Significant Accounting Policies
Property, Plant & Equipment

Recognition and Measurement

Tangible fixed assets are accounted for according to “IAS 16: Property, plant and equipment”,
ltems of property, plant and equipment are measured at cost or revaluation less accumulated
depreciation. The cost of acquisition of an asset comprises its purchase price and any attributable
cost of bringing the assets to its working condition for its intended Expenditure incurred after the
assets have been put into use, such as repairs maintenance is normally charged off as revenue
expenditure in the vear in which it incurs. In situation where it can be clearly demonstrated that
the expenditure has resulted increase in the future economic benefit expected to be obtained from
the asset expenditure is capitalized as an additional cost of the assets.

Depreciation
Depreciation is provided on Reducing Balance Method except Leasehold Land Development

(Comilla EPZ) on the value at which the assets carried in the books of Accounts. Depreciation is
charged at the rates varying from 2.50% to 20% depending on the estimated useful life of assets.
Depreciation is provided on Leaschold Land development on straight-line method the lease term
of 30 years. Depreciation has been charged on additions during the period of available for
utilization of Property, Plant & machinery.

Rates of depreciation of assets considering their usefulLigs are as follows:

of D.N. Gupta & Associates
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Category Rate
1 easehold Land Development 3.33%
Factory Buildings 2.50%
Plant and Machinery 10%
Electrical Installation 10%
Compressor 10%
Forklift 10%
Water line Installation 10%
Office Equipment 10%
Furniture & Fixture 20%

Components of the Financial Statements
According to the International Accounting Standards (IAS)-1 “Presentation of Financial

Statements” the complete set of financial statements includes the following components.

i. Statement of financial position as at 30 June, 2019
ii. Statement of Profit or Loss and other comprehensive income for the financial year ended

on 30 June, 2019

iii. Cash Flows Statements for the financial year ended on 30 June, 2019

iv. Statement of changes in equity for the financial year ended on 30 June, 2019

¥, Accounting policies and explanatory notes for the financial year ended on 30 June, 2019
Inventories

[nventories are measured at lower of cost and ex-factory net realizable value in compliance with
“IAS 2: Inventories”. The cost of inventories is based on weighted average principle and includes
expenditure for acquiring the inventories and bringing them to their existing location and
condition. Net realizable value is estimated upon selling price in the ordinary course of business
less estimated cost of completion. When the inventories are used. the carrving amounts of those
inventories are recognized as expense in the year in which the related revenue is recognized.

Revenue
In compliance with the requirements of IFRS 15 Revenue from contracts with customers, Entity

recognize revenue to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be entitled in exchange for
those goods or services. Revenue is recognized only when following steps match with a

transaction;

Identification of the contract(s) with a customer;
Identification of the performance obligation in a contract;

Determine the transaction price;
Allocate the transaction price to the performance obligations in the contract:
Recognition revenue when (or as) the entity satisfies a performance obligation by transferring

control over goods or services to a customer;
The Company has applied IFRS 15 using the cumulative effect method and therefore the

comparative information has not been restated and continues to be reported under IAS 18. In the
comparative period, in compliance with the requirements of IAS - I8 Revenue, revenue was

recognized only when;

2) The products are invoiced and dispatched to the customers:
b) Interest income is accrued on a time basis by reference to the principal outstanding at the

effective interest rate applicable;
¢) Income from export is recognized at delivery of the consignment on accrual basis.

Foreign Currency Transaction/Translation
Foreign currency transactions are translated into Bangladeshi Taka at the exchange rates ruling at

the transaction dates according to IAS 21: The effect of changes in Foreign Exchange Rates”.
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rates on the balance sheet (financial position) date. Non monetary assets and liabilitics
denominated in foreign currencies, which are related at historical cost, are translated into
Bangladesh Taka at the exchange date ruling at the date of transactions. Foreign exchange
fluctuation gain/losses are charged to Statement of Comprehensive Income for the respective

period.

Financial Expenses
Financial costs comprise of interest expense on short term loan. The costs are charged to revenue

except those are capitalized in accordance with IAS 23: Borrowing Costs.

Financial Instruments
Non-derivative financial instruments comprise trade receivables, trade payables, cash and cash

equivalents and share capital.

Trade Receivables
Trade receivables are recognized initially at invoice value and subsequently measured at the

remaining amount less allowance for doubtful receivable at the year end, if any. Receivables
from foreign currency transactions are recognized in Bangladeshi Taka using exchange rates

prevailing on the date of transaction.

Trade Payables
Liabilities are recorded at the amount payable for settlement in respect of goods and services

received by the company.

Cash and Cash Equivalents
Cash and cash equivalents cousist of cash in hand and with banks on current and deposit

accounts and short term investinents which are held and available for use by the company
without any restriction. There is insignificant risk of change in value of the same.

Share Capital
Ordinary shares are classified as equity. Incremental cost directly attributable to the issue of

ordinary shares are recognized as a deduction from equity, net of any tax effect.

Taxation

Current Tax

No provision is made for income tax since the Company is situated in Export Processing
Zone, Comilla and as per Income Tax Ordinance 1984 vide IRD SRO No. 289-Law/89,
dated 19 August 1989, all industries operated in the Bangladesh Export Processing Zone
(BEPZ) have been exempted from payment of income tax for a period of 10 years from the

date of commercial operation.

Deferred Tax
Deferred tax arises due to temporary difference deductible or taxable for the transaction

which is recognized in the income statement. A temporary difference between the tax base of
an asset or liability and its carrying amount/or amount in the Statement of Financial Position.
Deferred tax assets or liability is the year income tax recoverable or payable in future periods
recognized in the current period “IAS 12: Income Tax.

Since the income of the company is exempted from tax. So the calculation of deferred not

required for the company.

Provisions
As per “IAS 37: Provisions, Contingent Liabilities and Contingent Assets, a provision recognized

on the date of statement of financial position if, as a result of past event Company has a present
obligation that can be estimated reliably, and it is probable outflow of economic benefits will be

required to settle the obligation.

hrm of D.N. Gupta & Associates
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Contingencies
Contingencies arising from claim, litigation assessment, fines, penalties etc are recorded it is

probable that a liability has been incurred and the amount can be measured reliably accordance
with “IAS 37: Provisions, Contingent Liabilities and Contingent Assets”.

Earnings per Share (EPS)
This has been calculated in compliance with the requirements of “IAS 33: Earnings per Share”

by dividing the basic earnings by the weighted average number of ordinary Shares outstanding
during the year.

Basic Earnings
This represents earnings for the period attributable to the ordinary shareholders. As there are no

preference dividend, minority interest or extra ordinary items, the net profit for the year has been
considered as fully attributable to ordinary shareholders. Basic earnings per has been calculated
by dividing the net profit or loss by the number of weighted average ordinary share outstanding

during the year.

Diluted Earnings per Share (DEPS)
Diluted EPS is determined by adjusting the profit or loss attributable to ordinary sharcholders

and number of ordinary shares outstanding, for the effect of all dilutive potential ordinary shares.
However, dilution of EPS is not applicable for these financial statements as there were no

potential ordinary shares during the relevant period.

Segment Reporting
No segmental reporting is applicable for the company as required by “IAS 14: Segment

Reporting” as the company operates in a single industry segment and within as geographical
segment.

Event after Statement of Financial Position Date

In compliance with the requirements of “IAS-10: Event after the reporting period” that provide
additional information about the company’s position at the date of the financial position are
reflected in the financial statements and events after the reporting period that are not adjusting

events are disclosed in the notes when materials.

There was no significant event that has been occurred between the statement of financial position
date and date on which the financial statements are authorized for issue.

Employee Benefits

Worker’s Profit Participation
Accordance with the requirement of section 234 of Labor Act, 2006, the company should

contribute 5% of net profit before charging the amount to the aforementioned fund. But the
company established in Comilla Export Processing Zone and have to comply only BEPZA rules
relating to services matter concerning workers and officers employed in the company operating
in the Export Processing Zone Bangladesh, which imposed by BEPZA. So there is no provision
for Worker’s Profit Participation Fund in company’s profits as per BEPZA rules.

Provident Fund
The Company has established and maintaining Contributory Provident Fund in compliance to the

requirement of “The EPZ employees (Contributory) Provident Fund Policy -2012”. The fund is
administrated by the 6 members Board of Trustees of which 3 members are nominated from
employer’s side and remaining 3 members fulfilled from the representative from Workers
Welfare Association. All members of trustee shall hold their position for three years. The
member of the trustee board within the limit of the policy shall together hold absolute measure to
tzke any decision for implementation of the provident fund.
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2143 Workers Welfare Fund

The company has been paying against “Workers Welfare Fund™ to BEPZA since 1™ February
2013 in compliance to the requirement of BEPZA rules. The management of the fund is
maintained by BEPZA according to the rules & guidelines imposed under the style of
*Constitution and Operation Procedure of EPZ Worker’s Welfare Fund 2012°.

Financial Risk Management Policies

The company is exposed to normal business risks from changes in market interest rates and
currency exchange rates and from non-performance of contractual obligations by counterparties.
The company does not hold or issue derivative financial instruments for speculative or trading
purposes.

Interest Rate Risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will

fluctuate because of changes in market interest rates. The majority of the interest rate exposure

arises from short and long term borrowings from banks. The company has no significant risk of
fluctuations in interest rates.

Foreign Currency Risk

The company is exposed to foreign currency risk relating to purchases and sales which are
denominated in foreign currencies. The company primarily utilizes forward exchange contracts
with maturities of less than one year to hedge such financial liabilities denominated in foreign
currencies. The forward exchange contracts entered into at the reporting date also relate to
anticipated purchases, denominated in foreign currencies, for the subsequent period.

Credit Risk
Credit risk is the potential financial loss resulting from the failure of a customer or counterparty
to settle its financial and contractual obligations to the company as and when they fall due.

Management has a credit policy in place and the exposure to credit risk is monitored on an
ongoing basis. Credit evaluations are performed on all customers requiring credit over a certain
amount. At the reporting date there were no significant concentrations of credit risk. The
maximum exposure to credit risk is represented by the carrying amount of each financial asset in
the statement of financial position. However, due to the large number of parties comprising the
group’s customer base, Management does not anticipate material losses from its debt collection.

Credit risk is the risk which arises with the possibility that one party to a financial instrument will
fail to discharge its obligation and cause the party to incur a financial loss. The company attempts
to control credit risk by monitoring credit exposures, limiting transactions with specific
counterparties and continually assessing the creditworthiness of counterparties.

Concentrations of credit risk arise when a number of counter parties are engaged in similar
business activities or have similar economic features that would cause their ability to meet
contractual obligations to be similarly affected by changes in economic, political or other
conditions. Concentration of credit risk indicates the relative sensitivity of the company’s
performance to developments affecting a particular industry. The breakup amount due from
customers other than related parties as disclosed in note 7.00 to these financial statements is
presented below:

Due from customer other than related parties:

Gross trade and other receivable Tk. 617,542,172.00
Less: Related Parties Tk. 1,298,504.00

Net from Customers [k. 616,243,668.00
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