REPORT OF THE DIRECTORS

Dear Shareholders,

The Directors are pleased to submit to you the Annual Report together with the Auditors’ Report
and Audited Financial Statements of the Company for the year ended 30™ June, 2015.

The Directors’ Report is prepared in compliance with Section 184 of the Companies Act 1994 and
Bangladesh Securities and Exchange Commission’s (BSEC) notification no- SEC/CMRRCD/2006-
158/134/Admin/44 dated 07th August 2012.

(i)

(i)

(iif)

Industry outlook and possible future developments in the industry:

A few key countries, like China, are at the epicentre of contributing to global fish supply. Yet
other regions, like Southeast and South Asia, also have a major role to play. One of the key
factors of China’s success in maintaining a highly productive aquaculture sector is that it has
maintained a national extension system for aquaculture that has continued widespread
outreach to producers through well-trained and qualified staff. More than 80 percent of global
aquaculture production is produced by small- to medium-scale enterprises that are heavily
concentrated in Asia.

As consumer demand for fine cuisine and international flavours has grown, so have the
opportunities for food export. Frozen foods are the second largest source of foreign
exchange earnings. The shrimp industries have been contributing on average approximately
4.43 per cent of the GDP, it could go up to 10 per cent and has generated about 12 million
direct and indirect employments. Out of total frozen food export, shrimp alone contributes
approximately 90 per cent.

During July-March period of 2014-15 fiscal year, the earning from export of frozen foods is
US$495.84 million against the target of US$731.08 million. This is mainly due to average fall
of price of 30 to 40% in the international market and so far there is no improvement of the
situation. As a result the turnover decreased significantly compared to that of last year.

Bangladesh is yet to reach yield levels per hectare as Thailand, India etc. To develop the
industry requires more widespread compliance and training requirements - a traceability
system addressing needs & capacities of small-scale producers needed to compete in
higher-value markets. What we need now is to build up proper facilities to facilitate the export
growth — cold chain facilities, development of supporting facilities, space to increase and
diversify exports, etc.

Segment-wise or product-wise performance:

As Apex Foods Limited produces only shrimp there is no scope for Product wise
performance reporting. However, country wise export details are given in note 19 of the
Annual Report.

Risks and concerns:

Once the single largest market for Bangladesh, US accounts for only 8 percent of the total
frozen fish exports, which was about 30 percent even five years ago. Prices of Bangladeshi
shrimps known as “Black Tiger” is higher than that of Vietnam and India’s vannamei species.

The sector has drawn wide criticism from international media often being accused of allowing
exploitative and abusive practices, and thus pushing those working in the industry further
into poverty.

Fair wages and labour rights in the industry are in general key areas of concerns and have
been under constant scrutiny from buyers in the EU and the US. There is evidence that
inequality in this sector is widening, with women not obtaining permanent employee status
and lower wage compared to male workers.



(iv)

(v)

(vi)

(vii)

(viii)

(ix)

Analysis of Cost of Goods sold, Gross Profit Margin and Net Profit Margin:

(a) Cost of Goods Sold:
This year’s cost of goods sold was BDT 2,532 million as compared to last year’s cost of
goods sold of BDT 3,547 million. This is due to decrease in gross turnover along with a
decrease in average production cost of Tk.55/- per Kg. During the year 2,993,979 Kg of
shrimps were produced as against last year’s production of 3,725,070 Kg. Production
capacity utilized during the year was 41.58%. Raw Material Purchase cost has
decreased to the tune of Tk. 809.14 million against last year.

(b) Gross Profit:
The company has achieved an export turnover of Tk. 2,751.78 million during the year
ended 30™ June 2015. Last year's turnover was Tk. 3,844.68 million. The decrease in
turnover is 28.43% over the last year. Gross profit earned during the year was Tk.
219.63 million as against last year’s gross profit of Tk. 297.88 million.

(c) Net Profit:
Net profit (after tax) earned during the year was Tk. 84.84 million as compared to last
year's Net Profit (after tax) of Tk. 17.04 million. During the year net profit after tax has
increased due to increase in Other Income, mainly profit on sale of immovable
properties.

Extra-Ordinary gain or loss:

During the year there was no realized extra-ordinary gain or loss made by the company. An
amount of Tk. 13.00 million has been shown as Fair Value Deficit of Investment in the
Statement of Comprehensive Income which represents the difference between the closing
price of investment in the Shares of Apex Spinning & Knitting Mills Limited and Apex
Weaving & Finishing Mills Limited and the price shown in the last Statement of Financial
Position. This accounting effect was given in order to comply with the latest requirement of
Bangladesh Accounting Standards (BAS) / Bangladesh Financial Reporting Standards
(BFRS). Details are given in Note 11 of the Annual Report.

Related party transactions:

There is a transaction of sale of immovable properties (Land) measuring an area of 1,022
decimals @ 151,000/- (Net) per decimal to Apex Fashion Wear Limited made in May, 2015.
There are common Directors in Apex Fashion Wear Limited.

Utilization of proceeds from public issues and/ or rights issues:

There was no right issue offered during the year.

Financial results after the company goes for Initial Public Offering (IPO), Repeat
Public Offering (RPO), Rights Offer, Direct Listing, etc.:

Initial Public Offering was made on June 22, 1981 and subsequently Right Offer was made
on January 11, 1997. Since then the company is performing well.

Variance between Quarterly Financial performance and Annual Financial Statements:
There was significant variance between quarterly performance (i.e. up to 3™ quarter, EPS

was Tk. 0.27 & annually it has reached Tk. 14.88) and annual financial statements. This is
due to a substantial amount of profit from sale of immovable properties (Land).



(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

Remuneration to directors including independent directors:

The remunerations of Directors including Independent Director are as follows:

Name of the Directors | Director / Independent Director | Yearly Remuneration
Mr. Zafar Ahmed Director 4,800,000
Mr. Ashim Kumar Barua Director 3,600,000
Mr. Kazi Faruq Kader Independent Director 600,000

The financial statements prepared by the management of the issuer company present fairly
its state of affairs, the result of its operations, cash flows and changes in equity.

Proper books of account of the issuer 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
judgment.

International Accounting Standards (IAS)/Bangladesh Accounting Standards (BAS)/
International Financial Reporting Standards (IFRS)/Bangladesh Financial Reporting
Standards (BFRS), 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 issuer company's ability to continue as a going
concern.

(xvii) Deviation from the last year’s operating results:

During the year turnover has decreased by 28.43% as compared to last year but due to
increase in operational efficiency we have been able to maintain the same level of Gross
Profit Ratio. Inspite of same level of Gross Profit Ratio, the Company sustained operational
loss due to decrease of sales.

(xviii) Key operating and financial data of at least preceding 5 (five) years:

“Figure in thousand Taka”

Particulars 2014-15 2013-14 2012-13 201112 2010-11 2009-10
Operational Data:

Turnover 2,751,780 3,844,681 3,305,717 3,933,346 3,207,315 2,205,550
Gross Profit 219,627 297,878 357,375 303,517 264,936 217,573
Operating Profit/(Loss) (53,525) 31,319 20,664 18,735 9,060 1,163
Net Profit before Tax 123,814 66,858 62,367 46,704 34,188 19,257
Net Profit/(Loss) after Tax 84,843 17,041 14,494 15,434 10,795 8,559
EPS with fair valuation

surplus/(deficit) 12.60 9.55 (4.11) 27.95 - -
EPS without fair valuation

surplus/(deficit) 14.88 2.99 2.54 2.71 18.93 15.01
Dividend Per Share 2.00 2.00 1.80 1.80 14.00 12.00
Financial Data:

Total Assets 1,779,947 1,693,029 1,758,653 1,571,415 1,485,155 1,136,281
Property, Plant and Equipment-Gross 678,306 659,967 603,465 559,384 533,001 458,659
Property, Plant and Equipment-Net 155,017 171,963 154,421 147,409 156,324 119,579
Gross Working Capital 1,449,240 1,320,330 1,408,553 1,222,369 1,268,177 959,332
Net Working Capital 344,476 279,368 280,260 344,895 337,975 390,037
Working Capital Loan 794,270 733,884 778,328 766,024 772,727 509,714
Share Capital 57,024 57,024 57,024 57,024 57,024 57,024
Share Premium 209,088 209,088 209,088 209,088 209,088 209,088
Reserve and Surplus 225,931 152,494 145,717 141,392 139,079 135,127
Share Holders Equity 622,483 562,052 517,859 551,441 405,191 401,239

Term Loan 82,500 120,000 178,317 156,687 164,886 191,211




(xix) Dividend:

Board of Directors has recommended Cash Dividend of Tk. 2.00 per Share of Tk. 10.00 each
for the year 2014-15. Upon your approval in this General Meeting, the dividend will be paid
to the Shareholders whose names appear in the Share Registers of the Company or in the
Depository as on 13™ September 2015 at the close of office.

(xx) Board meetings:

During the year 7 (Seven) Board Meetings were held. The attendance record of the Directors

is as follows:

Name of Directors Meeting attended
Mr. Zafar Ahmed 07

Mr. Zahur Ahmed PhD 07

Mrs. Shawkat Ara Ahmed 01

Mr. Shahriar Ahmed 06

Mr. Ashim Kumar Barua 07

Mr. Kazi Faruq Kader 07

e Mrs. Shawkat Ara Ahmed resigned from the Board on 22" September 2014.

(xxi) The pattern of shareholding:
Name wise details No. of Shares

a) Parent/subsidiary/Associated companies and other related

parties
Apex Spinning & Knitting Mills Limited 169,250
Apex Lingerie Limited 10,800

b) Directors, Chief Executive Officer, Company Secretary,
Chief Financial Officer, Head of Internal Audit:

Mr. Zafar Ahmed — Director 1,320,530
Mr. Zahur Ahmed PhD - Director 160,740
Mr. Shahriar Ahmed — Director 563,430
Mr. Ashim Kumar Barua — Director 7,500
Mr. Kazi Faruq Kader — Independent Director NIL
Mr. S.K. Halder — Chief Financial Officer NIL
Mr. Ashish Kumar Paul FCA — Head of Internal Audit NIL
Ms. Jesmin Sultana — Assistant Company Secretary NIL

c) Senior Corporate Executives:

Mr. Mominuddin Ahmed khan-Executive Director 2450

d) Shareholders holding ten percent (10%) or more
voting interest in the Company
Mr. Zafar Ahmed 1,320,530
Mrs. Shawkat Ara Ahmed 823,000



(xxii) Appointment/re-appointment of directors the company:

(i) 1, Zafar Ahmed and Mr. Kazi Farug Kader are retiring from the Board in terms of the
Articles of Association of the Company and being eligible, offer ourselves for re-
election. The detailed work profiles of me and Mr. Kazi Farug Kader are given below:

Mr. Zafar Ahmed

a. |am a Post Graduate from Dhaka University in Economics. | obtained training in Food
& Drug Administration from USA. | am one of the Sponsor Directors of the Company
and is working in this sector since 1979. | am now acting as the Chairman of the
Company.

b. Since my joining in this sector, | have gathered vast knowledge in this sector and is
one of the experts in Frozen Foods sector of Bangladesh.

c. | am also holding the Directorship of (i) Apex Spinning & Khnitting Mills Limited, (ii)
Apex Lingerie Limited, (iii) Apex Yarn Dyeing Limited, (iv) Apex Textile Printing Mills
Limited (v) Apex Fashion Wear Limited and (vi) Matex Bangladesh Limited.

d. | am not a member of any committee of the board.
Mr. Kazi Faruq Kader
a. Mr. Kader is a Graduate from Dhaka University. He was a Member of Parliament from
1988 to 1989 and Member of the Standing Committee for Commerce during that
tenure. He was also the Member of Parliament from 2009 to 2013. He was also
appointed as Director and Chairman of Sonali Bank as well as Sadharan Bima
Corporation.

b. Mr. Kader is the Independent Director of the Company and has sound knowledge in
this sector.

c. Mr. Kader is also holding the Independent Directorship of Apex Spinning & Knitting
Mills Limited.

d. Presently, Mr. Kader is the Chairman of the Audit Committee.
(xxiii) Auditors:

The retiring Auditors M/s. Hussain Farhad & Co., Chartered Accountants, being eligible,
offer themselves for re-appointment as Auditors of the Company for the year 2015-16.

(xxiv) Corporate Governance Compliance Report:

In accordance with the requirement of the Bangladesh Securities and Exchange
Commission, “Corporate Governance Report” is annexed.

théxka On behalf of the Board
23" August 2015
Sd/-
Zafar Ahmed

Chairman
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