SHAHJIBAZAR POWER CO. LTD.

DIRECTORS REPORT TO SHAREHOLDERS

Respected Members & Shareholders,
Assalamualikum,

On behalf of he Board of Birectors of Shahjibazar Power Co.
Lid. (SPCU | would like fo extend my warm greelings and
welcome you all fo the 8t Annual General Meefing of the
Companuy. Being aufhorized on behalf of the Board of
Direcfors | am hereby submit fhe Audifed Financial
Sfatements of your Company for the year then ended June
30,2015.

The Directors’ Reporf is prepared in complisnce with Seclion
| 84 of he Companies Ach | 834, Rules and Requlations of
fhe Instifute of Chartered Accountants of Bangladesh (ICAB),
The Dhaka and Chiffagong Stock Exchange (Lisling) Regula-
fions, 2015 and Bangladesh Securfies & Exchange
Commission’s (BSEC) nafificalion no- SEC/CMRRCD/2006-
158/ 134/ Admin/44 dated 07 August 20 | 2.

10.1. ECONOMY AT A GLANCE

Bangladesh has managed (o suskain & consistent GOP
growth of over six percent from fhe last five years. As per fhe
eaflier estimates 6.40% growfh was achieved for fhe Fiscal
Year 20 |15 which resembles a reliable ecanomic condifion of
fhe country. IFis nevertheless, could have been he right fime
fo exceed Ihe all-fime high record of 663% ensuring the
available supply of energy o e industrial sector. Siraleqic
steps o be faken af the earliest fime possible o lock the
consistent supply of energy in industrial sector fo accelerate
fhe growm.

In ferms of Consumer Price Index (CPI), the index point hifs ar
all-fime high of 21862 as of Ocfober 2015, assuming the
base index of the period of 2005-06. A | 1962% increase
in price is recorded. Several forecasts have reporfed he
increment of CPI in fhe upcoming periods. If is herefore
Clearly indicates the necessily of growth fo cover such
iNnCreasing price level of consumer Qoods.

Foreign exchange reserve has been showing a hisforic rise
for last several months. As per he esfimates of Bangladesh
Bank USD 26407.63 Milion reserve was reporfed as of the
monfh of November 20 | 5 which is slightly lower than thar of
fhe previous monih. Forecasts are there fo fall the reserve in
recent periods fo keep 3 steady exchange rafe in fhe
economuy.

The inflalion rafe measures @ broad rise or fall in prices thaf
consumers pay for @ stendard basket of goods. Inflation
rafes for the last eleven monfhs of the year have shown 3
consistent record averaging just @ fraction over 6%.
Consumer price level for both food and non-food products
keep @ consistent momentum which proves @ prudent
confrol of money supply by Bangladesh Bank and a steady
price level condition.

To summoarize the overall economic condition of Banglae-
desh, he development was challenged by some polifical
unrest making the overall CGOP and Foreign Exchange
Reserve 3 liffle sluggish comparng fo haf of the previous
year. Inferms of Consumer Price Index and Inflafion fhere is @
nofable growth haf fhe Counfry has achieved.

1 0.2. POWER SECTOR SCENARIO OF BANGLADESH

As per the report of Bangladesh Power Development Board
(BPOB), existing insfalled generafion cepacity of the counfry
is |'1,877 MW of which 6,365 MW (54%) is being insfalled
by Public Secfor and rest 5,5 | 2 MW (46%) is being insfalled
by Private Sector. Independent Power Producers (IPPs) have
insfalled 2,536 MW out of the fofal confribution of Privafe
Sector of fhe counfry.

IFis nevertheless evident that, IPPs are confribuling around
46% of Private Sector confribution of the Power Generalion
and 2 1% of nafional Power Production of fhe country. Fuel
Mixes for fhe generafion of Power sfill are being dominafed
by fhe use of Nafural Gas as of Sepfember 20 |'5 according
fo BPOB.

Nevertheless fhe access fo elechicily has been raised fo
72% 8nd per copita electicily generation improved dramali-
cally (from 220 kWh to 37 | kWh). Tofal consumer stand af
| 78 Milion Uune 2015) and Sustem loss (disfribufion)
reguced from 1567% o | | 36%.

Power Suystem Master Plan by BPDB Assuming /% GDP
Crowth Rafe

Fiscal Year |Peak Demand
(MW)
2010 6,454
201 | 6,765
2012 7518
2013 8349
2014 9,268
2015 10,283
2016 | 1,405
2017 | 2,644
2018 14014
2019 15527
2020 17,304
2021 18,838
2022 20,443
2023 21,9393
2024 23,581
2025 25,1389
2026 26,838
2027 28,487
2028 30,134
2029 31873
2030 33,708
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Present Installed Generation Capacity (MW)] as on Sepltem-

ber, 2015.
Public Sector Installed Generalion %
Capacity (MW)
BPDB 4320 36%
APSCL 804 8%
ECEB 6ee 5%
NWPGCL 368 3%
RPCL-BPDB vV 2eb 2%
Sub-Total 6440 54%
IPPs 2536 cl%
SIPPs (BPDB) 99 | %
SIPPs (REB) 25| %
|5 Yr Rental |67 | %
3/5 Yr Rental 1859 16%
Power Import 500 4%
Sub-Total 5512 46%
Totlal 11952 100%

Generalion Ratio

B Public Secror

Private Secfor
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Public and private secfor is confribuling 54% and 46%
respecfively in fhe tofal generafion of power as of September
2015. Amongst the public sector generafion units BPOB is
playing fhe champion role as usual.

Several opporfunifies are sfill available in power generalion,
distribufion and fransmission business in the counfry due o
some facllifies and incenfives provided by the government.
Some of them are outlined as below.

| To participate and provide advocacy fo GOB fo ensure
fhe oplimum ulilizalion of domestic pimary energy resources

2. To become a partner with the GOB for the establishment
of Power System Portfolio by fuel diversification

3. To confrol effluents by ensuring low COz emission from
fhe power plants help realizing a low carbon sociely

4. To help he GOB building the necessary infrasfructure
for sfeble power supply under joink mulli-sector co-ordination

5. Help the GOB with advocacy and research for enaching
lBws for sfable power supply

6. To establish the proper fransifion and fuel shiff of private
sector power investors Upon accomplishment af confract perod.

7. Ensure pay back o fhe GOB and he sociefy as @ whole
for he incenfives haf are being enjoyed by the Private
Secfor Investors.

10.3. BUSINESS ACTIVITIES
PERFORMANCE

Shahjibazar Power Company Limitred (SPCL) has come info
fhe power sector of Bangladesh winning competifive render
beafing several ofher participanis with Bangladesh Power
Development Board (BPDB) on February |4, 2008. Subse-
quently the company has enfered into Gas Supply Agree-
ment (GSA) with Jalalabad Gas Transmission and Disfribufion
System Limited UGTDSU on April 8, 2008. Partnering with US
based Compoany General Eleclric Infernational, the 86 MW
Company conslructed based on PPA (Power Purchase
Agreement) between BPDOB and the Company o supply
electricily o the Government. As of June 30, 2015 the
company is producing /8.72% of fofal capaciy on an
gverage. The operational performance of the Company is
shown hereunder:

INCLUDING ITS OPERATING

Fiscal Year Capacity Unit Produced Supply Units | Utilized %
(Kw] (Kw)
2009-2010 753,360,000 525,518,348 83.03%
2010-201 | 753,360,000 551615360 86.49%
201 1-2012 753,360,000 58943421 | 78.24%
2012-2013 753,360,000 584,088,568 7753%
2013-2014 753,360,000 543,261,043 721 1%
2014-2015 753,360,000 583,033,904 7872%

The generalion report of Shahjibazar Power Co. LG, (SPCU
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Infthe fiscal year 20 14-20 15 your company has confributed a
fofal of 593,033,804 Kwh fo the nafional grid as compared fo
543,261,043 of the Fiscal Year 2013-2014.  The sole
cusfomer of your company is Bangladesh Power Development
Board (BPDB). Tofal revenue for the year under report stends at
Tk.1,53846 Milion as compared to haf of he previous year
[,432.20 Million which is higher due fo higher demand of
BPDOB.

Your Company with ifs subsidiary Pefromax Refinery (PRU
Lfd which has been in commerciol operalion since Ocfober
20| 3 has managed o achieve consolidated revenue of Tk.
G,182.1 I Million. Nef profif of your company with ifs subsid-
iary stands af Tk. 1,031.80 Million. PRL has sold around
I 1935 Million Liter of different grade of products including
Octane, MS and HSD germnering revenue of Tk7,64265
Million.

From December 20 | 3 associate of your company Midland
Power Co. Ld (MPCU has sfarted their commercial operafion
affer successful commissioning. MPCL has  generated
344,252,980 | Kw againstifs fofal capacity 446,760,000 Kw
for e yesar under account. The company has sifained
77.06% of ifs folal generation capadiiy.

1 0.4. SEGMENT WISE PERFORMANCE

Segment/Producll  Quanlily Sales in Million Tk.
Power 593039904 | Kwh 153946
0il & Gas | 19,356,062 Lir 764265
Tofal 9182.10

10.5. CONTRIBUTION TO THE NATIONAL EXCHEQUER

The driving force of growth fo any economy is uninferrupted
energy supply and your company is supplying energy o
fhe whole counfry in e form of Power and Oil. In process, As
of June 30, 2015 your company has confribufed Tk
I'11.13 Milion as income fax and subsidiary of your
company has added Tk. 580.50 Million in the form of VAT o
fhe nafional exchequer.

| 0.6. EXTRA-ORDINARY GAIN OR LOSS
Bank inferest and wasfage sale can be fermed as Extra-
Ordinary Gain which may fluciuate ime fo fime.

| 0.7. RELATED PARTY TRANSACTION

The related parly fransachions have been Iaken place on
arm's length basis during the year have been disclosed in
fhe Annexure - B fo the financial stafements.

| 0.8. UTILIZATION OF PROCEEDS FROM PUBLIC ISSUES,
RIGHTS ISSUES AND/OR THROUGH ANY OTHER INSTRUMENT
Your company has callected Tk 317,000,000 by issuing
1,26,80,000 shares through Inifisl Public Offering (IPO) af &
face value of Tk. 1 O with 8 premium of Tk. |'5. Full amount of
fhe collected fund has been Ufilized for he repayment of
oufstanding loan as provided in e prospectus and reported
accordingly fo he requlators.

SHAHJIBAZAR POWER CO. LTD.

10.9. SIGNIFICANT VARIANCE BETWEEN QUARTERLY AND
ANNUAL FINANCIAL STATEMENTS

Varialions betlween quafferly and annual  financial
slafements occurmed due fo decreased adminisfered price of
pefroleum products by the Government circulafed by
publishing gazefte on March 5, 201 5.

10.10. REMUNERATION OF DIRECTORS

Remuneralion, performance and ofher related
perquisites/benefits of managing director is disclosed in
Nofe 280 | Other directors are nol entifled fo remunerafion
anad ofher facilifies for their directorship except fhe Board
Meeling Fee.

10.1 1. CORPORATE AND FINANCIAL REPORTING FRAME-
WORK

As per law the financial sfatements of your Company has
followed Infernalional Financial Repaorting Standards (IFRS)
85 adopfted by ICAB as Bangladesh Accounting Stendards
(BAS) and Bangladesh Financial Reporting Sfendards
(BFRS). This has been complefely followed fo faidy present
fhe financial posifion and performance of fhe Companu.
While preparing the financial sfatements, the following poinfs
were considered —

. Selection of suitable accounling policies and then appluing
fhem consistentiy,

Il. Making judgments and esfimafes hat are reasonable and
prudent,

Il Ensurng thal fhe financial sfatements have been
prepared in accordance with Bangladesh Financial Report-
iNng Sfandards (BFRS) and Boangladesh Accounfing
Standards (BAS),

IV. Preparing the financial sfalements in an ongoing concerm
basis unless if is appropriate fo presume fhal fhe Company
will nol conlinue in business. Proper accounting records
have been kepf so fhal af any given paint he financial
position of the Company is reflected with reasonable
accuracy, which will enable hem fo ensure that ifs financial
stafemenfs comply with Companies Act 1834 and ofher
required requlalory suthorifies.

In compliance with the requirements of the SEC's Nolification
dated 07t August 20 | 2, he Directors are also pleased o
make e following declarations in their report:

a. The financial sfalement prepared by the management of
your Company fairly presents ifs state of affairs, the resulr of
ifs operafions, cash flows and changes in equity;

b. Proper books of accounfs of your Company have been
maintained;

C. Appropriate accounting policies have been consistently
applied in preparation of the financial stafemenfs and Mhar
fhe accounling esfimafes are based on reasonable and
prudent judgment;

d. Infernafional Accounling Sfandards, as applicable in
Bangladesh, have been followed in preparafion of the
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financial sfatements and any discrepancies have been
8dequately disclosed;

e. The sysfem of infernal confrol is well struciured and has
been effeclively implemented and monifored;

f. There are no significant doubls upon your Company’s
abilily fo confinue as an oNgoing concern basis;

.. Significant plans and decisions, such 8s corporate resfruc-
furing, business expansion and disconfinuation of opers-
fions as appropriate, future prospects, risks and uncertainiies
surrounding the Company has been ouflined under the
relafed caplions of fhis report;

j. The number of Board meelings held during the year and
affendance of each director has been disclosed;

k. The pattern of shareholding has been reported in page | 8
fo disclose he agaregafe number of shares.

10.12. FINANCIAL RESULTS AND PERFORMANCE OF THE
COMPANY

Consolidated and separate Financial Result compared wih
l3sh year is defsiled below:

2013-2014 2014-2015
Patticulars lin Million | % on |(in Million | % on

Taka) |[Sales | Tska) | Sales|% Change
Revenue 5,055.73 9.182.11 - 82%
Cost of Sales 3801.71 | 77%|7,527.72 | 82% 93%
Gross Profit 1,154.01 | 23% |1,654.39 | 8% 43%
Other Income Nef 4548 1% 2732 | 0% | -40%
Ceneral and Administrative Expenses| 158.10| 3% 12027 1% | -24%
Finance Costs Net 501.08| 10% | 44303 5% | -12%
Operating Profit 49483 | 10% |1,091.08 | 12% | 120%
WPPF 12.16| 0% 5326 % [338%
Net Profit Before Income Tax 528.15| 10% [1,065.16 | 2% | 102%
Income Tax 7887 | 2% 4] 1% 41%
Share of Profit from Associate 2301 | 0% 7778 1% |238%
Total Comprehensive Income 47229 | 9% (1,03180(11% |118%

Consolidated Summary of Financial Statement of Shahjibazar
Power Co. Lid.

2013-2014 2014-2015
Parficulars (in Million| % on|(in Million| % on| % Change

Taka) |Ssles| Taka) |Sales
Revenue 1,432.20 1,538.46 7%
Cosl of Sales 81063|57%| 95082|62% | 7%
Gross Profit 621.56/43% | 588.54|38% -5%
Other Income Nef 45.07] 3% 2658 2%| -41%
General and Adminisiralive Expenses 8586| 6% 6980| 5% 1 9%
Finance Costs Nel 24660| | 7% 194.28[ 13%| -21%
Operaling Profit 289.1 1| 20% | 324.35(21% 12%
WPPFE 1216 1% 1671 | % 37%
Nel Profit Before Income Tax 322.01|22% | 334.22(22% 4%
Income Tax 7872| 5% 10906| 7% 39%
Share of Profit from Associate 2301 2% 7778 S%| 238%
Total Comprehensive Income 266.30| 19% | 302.84|20% 14%

Separate Summary of Financial Statement of
Power Co. Lid.

10.1 3. SIGNIFICANT VARIANCE OF FINANCIAL STATEMENTS
There are noliceable significant deviations between he Iask
year operafing resulfs in e consolidafed summary of
financiol stafement of your company; since Pefromax
Refinery Lfd (PRL) subsidiary of your company has come

Shahjibazar
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info fhe commercial operalion from Ocfober 2013 and
Midland Power Company Limired (MPCU associste of your
company has starfed commercial operation from December
20| 3. Therefore, in the last yeoar, parfial period performance
was added while in the current year full year performance
was added in financial sfatements of your company from
bofh subsidiary and associale concermns.

10.14. A DISCUSSION ON COST OF GOODS SOLD, GROSS
PROFIT MARGIN AND NET PROFIT MARGIN

| 2013-2014 2014-2015 %
Particulars (in Million | % on |(in Million |% on | Change
Taka) Sales| Taka) |Sales

Revenue 505573 g, 18211 82%
Cost of Sales 3901.71|77% |7.527.72| 82% 93%
Gross Profit 1,154.01| 23% | 1,654.39| 18% 43%
Nel Profit Before Income Tax 528.15| 10% | 1,065.16( 12% 102%
Income Tax 7887 2% 1114 | 9% 419%
Share of Profif from Associaie 2301 0% 77.78 | 9% 238%
Total Comprehensive Income 472.29| 9% |1,031.80| I 1% 118%
Less: Minorily Inferest 1.37] 0% 72.88 1% | 5220%
Net Profit [After Tax & Minority
Interest] 47092 9% 958.92| 10% 104%

Consolidated

As per the consolidated brief of accounfs during he year
under report, the revenue of he company has increased by
82% ogainst @ raise of cost of sales of 83% due (o the
addifion of revenue of subsidiary company and herefore,
gross profit margin is 18% os compared fo 23% of he
previous year and Net Profit Margin is | 0% as compared o
9% of he previous year.

. 2013-2014 2014-2015
Particulars (in Million | % on [ (in Million | % on % Change
Taka) |Sales| Taka] |[Sales
Revenue 1,432.20 1,538.46 7%
Cost of Sales 81063 | 57%| 95082 | 62% 1 7%
Gross Profit 621.56 | 43% | 588.54 | 38% -5%
Tofal Comprehensive Income | 266.30 | 19% | 302.84 | 20% 14%

Separalte

As per the separafe brief of accounts during e year under
report, fhe revenue of e company has increased by /%
8gainst an increase of cosk of sales of | 7% due fo higher
energy demand by the BPDOB therefore, gross profit margin
was 38% as compared fo 43% of fhe previous year and
Tofal Comprehensive Income has increased by | 4% as
compared fo he previous year.

10.15. PROFIT APPROPRIATION

In the uear under report the nel profif of your company is Tk.
895892 Million as compared fo Tk. 47031 Million. However,
fhe Company needs availabilify of funds for confinuous
progress and investments in new projects. Keeping hese in
view, fhe Directors would lke fo report the Company's
financial resulfs for e year that ended on June 30, 2015
with the recammendations for approprialion as follows:
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Parliculars Amount in Million Taka| |0.17. DIRECTORS MEETING & ATTENDANCE
Nel Profit for the year 20 15 395882 During the year ended June 30, 2015 The Board of
Profif brougnf Foward 52374 Directors has altended 5 meetings. Directors who
Profif available for sppropriafion 148265 affended e board meelings are shown below:
Appropriations:
Proposed Stock and Cash Dividend 41273 Name of Directors Altended
Transferred fo Refained Earming |,06932 Mr. Rezakul Haider 5
Profir available for sppropriation 1,48265 Mr. Feroz Alam 5
1 0.16. DIVIDEND Mr. Anis Sa\ahuddm Ahmad 5
Your Board recommends 3 final cash dividend of 28% and Mr. AKM Badiul Alam 4
also 3 3% stock dividend for fhe year 2015 ie. 3 (Three) | Mr. Shamsuzzaman 4
Ordinary shares of Teka | 0 each far | 00 shares held onthe | M. Mohammad Lisguat Al 3
record dafe, subject fo approval by the shareholders af the | Mr. Dr. Mohammad Quamruzzaman 3

8 Annual General Meefing.

Dividend Trend

The directars who could not affend the meelings were
gronted leave of absence.

Dividend Type 30-Jun-15|30-Jun-14|30-Jun-13|30-Jun- 12| 30-Jun-1 |
Cash Dividend (%) 28% 25% 15% 0% 0%
Stock Dividend (%) 3% 5% 0% | 00% 0%
Total 31% 30% 15% 100% 0%

Nofe: Dividend for the Year Ended June 30, 20 | 2 was ofher than Directors & Sponsors

10.18. THE PATTERN OF SHAREHOLDING
Paltern of Shareholding as on June 30, 2015

Name of Shareholders Status Relalion Share Held PE":I;TEQE
) Parenf/Subsidiary/Associated Lompanies and ofher - -
related parties
i) Directors
A Mr. Rezakul Haider Chairman 14,112,000 1 0.60%
M
B. Mr. Feroz Alam D_‘%“C?OEE'WQ 13,104,000 984%
C. Mr. Anis Salshuddin Ahmad Birecfor 3,104,000 9.84%
0. Mr. A K M. Badiul Alam Director 1 0,080,000 757%
E. Mr. Md. Shamsuzzaman Birecfor 5,120,000 |'1.36%
; Spause of Mr. AKM. o
. Ms. Shahida Alam Sponsor Badiul Azm 5,040,000 3.79%
G. Mr. Akbor Haider Sponsor Son of Mr. Rezakul Haider 5,040,000 3.79%
H. Mr. Faridul Alam Sponsor Son of Mr. Feroz Alam 5,040,000 3.79%
I Ms. Rezina Alam Sponsor E%gﬁghf@f of Mr. Feroz 5,040,000 3.79%
Mr. Faisal Alam Sponsor Son of Mr. Feroz Alam 5,040,000 3.79%
K. Mr. Asgar Haider Sponsor Son of Mr. Rezakul Haider 5,040,000 3.79%
L Ms. Israf Azim Ahmad Sponsor i%OUSS of Mr Anis Salshuddin| - 5,040,000 3.79%
ma
F. Mr. Mohammad Uiaquat Ali Independent Nil Nil
Direclor
G. Mr. Dr. Mohammad Quamruzzaman Independent Nil Nil
Director
i Chief Executive Officer, Chief Financial Officer, Company
Secrefary, Head of Infernal Audif and Mheir Spouses and
Minor Childrens:
A Bhulon Kumar Bhowmik CFO 26,400 0O01%
B. Yeasin Ahmed Company 0 000%
Secrefary
- Head of o
C. Khawja Abul Bashar Internal Audit @] 0.00%
V) Executives Nil Nl
V. Shareholders Holding | 0% or mare volfing inferest ~ B ~ ~
in the companu:
A Mr. Rezakul Haider Chairman 14,112,000 1 0.60%
B. Mr. Md. Shamsuzzaman Direcfor 15,120,000 I'1.36%

Annual Report 2014-2015
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1 0.19. DIRECTORS’ ELECTION & RE-APPOINTMENT:

As per Afficles of Association Mr. Anis Salshuddin Ahmad and
Mr. Md. Shamsuzzaman shall refire in 8th Annual General
Meefing by rofafion and being eligible fo offer hemselves for
re-election.

| 0.20.RESUME OF THE DIRECTORS & THEIR EXPERTISE IN
SPECIFIC FUNCTIONAL AREA
Described in Directors Profile

1 0.2 1. HOLDING OF DIRECTORSHIP AND MEMBERSHIP OF THE
COMMITTEES OF THE BOARD OTHER THAN THIS COMPANY
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Petromax Refinery Lid.

Midland Power Company Lid.

Comfit Composite Knif Lid.

Youth Fashion Ud.

Youth Garments Lid.

<

Zenith Islami Life Insurance Lid

) P P R P P .
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Islamic Finance & Investment LiT.

Gaments Export Vilage Ld.

Grey Sfone Sweater LG,

Power Vaniage Wear Lid.

Shirfs Mine Lid.

Apparel Marketing & Trading Network Lid.

Orbifal Accessories Ld.

N P P . .

Eden Multi Care Hospifal (Pvt) Lid.

Orient Chem-Tex Ud.

Micro Fiber LiD.

Liberfy Knitwear Ud.

Midland Knitwear LiC.

A-One Polar Lid.

R I N ) ) .

\/ Midland Bank Limired
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10.22. AUDIT COMMITTEE

The Company has an audi commiftee with an esftablished
charfer. The audit commiftee has mef four fimes this year and
fhe committee members’ affendance record is disclosed
below:

Name of Directors Status Altended
Mr. Mohammad Lisqual Ali Chair 4
Mr. Anis Salahuddin Ahmad Member 3
Mr. AKM Badiul Alam Member 4

10.23. AUDITORS

Howladar Younus & Co, Charered Accountanfs was
appointed as he audifor of e Campany in the 07 Annual
Ceneral Meefing. They have carried out the audif for the year
2015 and the auditor of the Company will refire in the 08M
Annual General Meefing. According fo BSEC order being
number. SEC/CMRRCD/2008-193/104/Admin/  Dated:
July e/, 201 | and SEC/CMRRCD/2008 193/ 1 74/Admin/
6| Dated: July 8, 2015, a chartered accountant firm cannof
be appoinfed for & consecutive period of 3 (Three) years.
Howladar Younus & Co, Chartered Accountants has already
re-appointed for consecufive period of 3 (Three) years as
sudifors of your companuy. ACNABIN Charfered Accountanis
have expressed fheir willingness fo become appointed as
fhe Statufory Auditor of your company. Being eligible as per
secfion 212 of Company Acf 1834, the appainfment of
ACNABIN Charfered Accounfants shall be presenfed al the
8M ACM for member's approval.

10.24. BUSINESS RISK & UNCERTAINTIES

The Board of Direcrors has overall responsibilily for he
esfablisnment and oversight of he Company’s risk manage-
ment framework. The Board oversees how management
monifors complisnce with risk management policies and
procedures, and reviews the adequacy of e risk manage-
ment framewaork in relafion fo risks faced by the group. The
Board is assisted in its oversight role by Audit Commiftee.
Infernal Audit, under the purview of Audif Commiftee, under-
fakes both reqular and ad hoc reviews of risk management
confrols and procedures, the resulls of which are reported o
fhe Audif Commiftee.

Your company operates in @ field of involving some
infernal/external rsk factors and hose some are avertible;
ofhers are beyond control, which may be causes of loss. The
management of Shahjibazar Power Company Uimied
perceives fhe risk factors which are as follows simulfane-
ousiu:

Now privafe secfor power producer is highly compelifive in
Bangladesh. Governmenf goes (o produce elechriciiy
fhrough the independent power producer/private sector
power producer. Lofs of local invesfor has inferest o invest in
fhis sectar. Tharis per unif electricify price goes fo downwards
frend. The compoany faces a number of aggressive compefi-
fors within fhe couniry.

Inferest/financial charges are paid against any kind of
barrowed fund. Volalility in money marker and increased
demand for loan process inferest rate sfructure fo be fixed ar



high. Raising of inferest rate increases the cost of fund for 8
company, which has borrowed fund, consequently profif is
squeezed.

The management of fhe compoany is always oware of
inferest rafe, which is connected fo e cost of fund of the
Company the Managemen prefers procuring he long-ferm
fund with minimum fixed inferest rafe and fhe short ferm fund
wilh  reasonable compelitive rate. On the ofher hand
management of fhe company is emphasizing equify based
financing.

Technology slwaus plays a vifal role for existence of any
induslral concern. Innavalion of new and cost effective
fechnology may obsaolescence existent fechnology, which
may cause negalive impach The project is equipped wih
world's modern and lafest machineries and fechnology and
fo cope with fhe pace in harmony wifh modern power secfor,
fhe company is confinuing modernization program of s
machinery.

The company operales under companies ach, fexafion policy
adopfed by NBR, Securily and Exchange Commission’s ule
and rules adopted by ofher requlalory organizations. Any
abrupf changes of the policies formed by those bodies will
impact the business of the Company adversely. Unless
adverse policies are taken, which may materally affect the
indusiry as @ whole; he business of the company will nof be
effected.

Government emphasizes on the growth of electricify produc-
fion in Bangladesh. Yef fhe promofers and the sponsors
have fo endeavor o convince the policy makers for adopt-
ing favorable terms and condifions, which will evenfualiy
help the power produchion of Bangladesh to complete with
fhe firms al low cask.

The performance of he Company may be affected by the
bolh polifical and economic insfabilify both in Bangladesh.
Any insfance of polifical furmoil and disturbance in the
counfry mad adverseld affect thhe power produclion of the
company and can adversely impact the profiebilily of the
companu.

10.25. GOING CONCERN

While approving e financial stafements, he Directors have
made appropriate enquires and analyzed significant operal-
iNg and indicative financials which enabled them o under-
stand the abiliily of the Company fo continue ifs operalions
for @ foreseeable future. The Directors are convinced and
have o reasonable expecfation fhaf the company has
adequate resources and legal instruments o confinue ifs
operafions wihout inferrupfions. Therefore the Company
adopfed fhe going concern basis i preparng fhese
financial stafements.

10.26. CORPORATE GOVERNANCE

Carparafe Governance is the sysfem fhrough which compa-
nies are directed, quided and confrolled by the Board while
keeping in view ifs accounfabllifu o the shareholders. Your
Compoany sfives fo maintain full complisnce with the laws,
fules and requlalions that govern our business and o
uphold fhe highest sfandards. Since corparafe governance is
nof a stalic process, we will always confinue fo improve our
praclices.

SHAHJIBAZAR POWER CO. LTD.

10.27. CORPORATE SOCIAL RESPONSIBILITY

As @ part of fhe ongoing commifment fo fhe sociefy and
environment in which the company conducts ifs business,
your company confinues fo perform ifs obligations. As in the
previous years, fhe Company remains commifted fo support
fhe following CSR activities thal included:

- Reqgular confributor o Bangladesh Scout Annually

- Reqgular confributor of IEB

- Reqgular Confributar in National Power & Electriciiy Week
- Co-organizer of Envircnment Rally organized by DOE

10.28. HUMAN RESOURCE MANAGEMENT

Your company recognizes hat people are the most impor-
fanf resource and key fo success of any organizafion. To
develop and equip the employees with key skills, the
company places great emphasis on fhe development of ifrs
people and hence reqular courses and workshops are
arranged af reqular inferval for Meir reining and updaling
knowledge on the respeclive funclional areas.

10.29. STATUS OF COMPLIANCE

In accordance with he requirement sfipulafed in condifion
no-7.00 of the Securifies & Exchange Commission’s notfifica-
fion No-SEC/ CMRRCD/2006-158/Admin/44 dated 07
August 20 | 2 issued under secfion 2CC of the Ordinance
969 the Corporafe Governance Complisnce Report is
shown in from page 26-28. A cerfificate from Mazumdar and
Associates confirming compliance of condifions of Corporate
Covernance Guidelines as sfipulated under condition 7() is
8lso annexed fo this reporf in page 25.

10.30. KEY OPERATING AND FINANCIAL DATA
The summarized key dala for last five years is sef ouf in the
page 22.

10.3 1. ACKNOWLEDGEMENT

Through e undersigned, the Board of Directors (BOD)
would like fo extend fheir sincerest tanks fo he sharehold-
ers for fheir confinuous support and frust upon he business
of fhe Companu.

The board would further like fo extend their graceful appreciafion
for the assistance and co-operation received from Bangle-
desh Power Development Board (BPDB), Power Cell of the
Power Division, MPEMR, Jalalabad Gas TRD System Limifed.
Banks and financial insfifufions, Insurance Companies,
Service Providers, the Bangladesh Securifies and Exchange
Commission (BSECQ), registrar of Joinf Stock Companies &
Frms, Dhaka Stock Exchange Ud (DSE), Chiffegong Sfock
Exchange U (CSE), Cenfral Oeposifory System (COBU and
various government authorities, individual and agencies.

The Board of Oirecfors would like o acknowledge the effort of
ifs employees fo he Business of the Company. Their commif-
ment, passion and feamwork fowards the dream of the
Company has helped fo sfand the company where if is
foday.

Looking forward for a befter future and sustainable growfh.
For and On Behalf of the Board

R

Feraz Alam
Managing Director
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