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MALEK SPINNING MILLS LIMITED

TRANSMITTAL LETTER

The

Shareholders

Bangladesh Securities and Exchange Commission
Registrar of Joint Stock Companies & Firms
Dhaka Stock Exchange Ltd.

Chittageng Stock Exchange Lid.

Sub: Annual Report for the year ended 30th June, 2013,

Dear Sir (s),

We are pleased o enclose a copy of the Annual Report together with the Audited Financial Statements including Statement of
Financial Position as at June 30, 2013, Statement of Comprehensive Income, Statement of Cash Flows and Statement of
Changes in Equity for the year ended June 30, 2013 along with notes thereon and all related Consolidated Financial
Statements for your record/necessary measures.

Yours sinceraly

i e S

(Syed Saiful Haque)
Company Secretary

Dated: Movember 19, 2013
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MALEK SPINNING MILLS LIMITED

NOTICE OF THE 24TH ANNUAL GENERAL MEETING

Motice is hereby given that the 24TH ANNUAL GENERAL MEETIMNG of the shareholders of the Company will be held on Tuesday
the 24th December, 2013 at 11.00 a.m. at Trust Milonayaton, 545, Puraton Biman Bandar Sarak (Adjacent to Shahid Bir
Shresta Jahangir Gate), Dhaka Cantonment, Dhaka-1206 to transact the following business:

Agenda-1.

Agenda-2,
Agenda-3.
Agenda-4.
Agenda-5.
Agenda-g.

Agenda-T.

Ordinary Business:

To receive, consider and adopt the Audited Financial Statements for the year ended 30th June, 2013 together
with the Report of the Directors’ and the Auditors’ therean.

To declare dividend for the year ended 30th June, 2013,

To elect Directors in terms of the relevant provision of the Articles of Association of the Company.
To appoint Auditors and to fix their remuneration,

To approve appointment of the Independent Director.

To consider and adopt the proposal of Merger & Amalgamation of Titas Spinning & Denim Co. Ltd. with Salek
Textile Lrited.

Special Business:

To pass special resolution in order to increase the Authorized Capital of the Company from Tk.200 crore (Taka two
hundred crore) to TH.300 crore (Taka three hundred crore) and to amend the Clause-Umma and Article 5 (ka) of
the Memorandum and Articles of Association of the Company respectively.

By order of the Board

Sy satt ot

Company Secretary Dated: November 19, 2013

(i

iy

(i)
{iv)
)

(vi)

{wil)

The Shareholders whose names would appear in the Share Register of the Company and/or Depository Register of
CDBL as on record date i.e. November 13, 2013 would be entitled to attend at the AGM and to receive the
dividend.

The Proxy form must be affixed with requisite revenue stamp and be deposited at the Corporate & Share Office of
the Company not less than 72 hours before the time fixed for the mesting.

Admittance to the meeting venue will be on production of the attendance slip sent with the Annual Report.
Details of special business contained in the page no.13-14 of the annual report.

Members are reguested to submit to the Company's Share Office on or before 22nd December, 2013, their
written option to receive dividend. In case of non-submission of such option within the stipulated time, the
dividend will be paid off as deemed appropriale by the Company.

The Annual Report is available in the Company's website at www.malekspinning.com

Mo benefit in cash or kind, other than in the form of cash dividend or stock dividend, shall be paid to the holders

of equity securities in terms of the Notification Mo, SEC/SRMI/2000-953/1950 dated 24th October, 2000 for
attending this AGM of the company.
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CORPORATE GOVERNANCE:

Corporate Govemance involves decision making processes for any corporate body as a going concern for the benefit of all
concerned, present and future, These decisions may be categonsed as policy & strategic, operational and executing,
performance & evaluation and sharing of the accretional assets between present and future cohorts. The involvement of the
entrepreneur in all these areas invekes decisions making governance on a continuous basis, the degree of involvement being
variable with the extent of delegation of authorty top down and reporting for accountability bottom up of the management
echelon. These aspects of governance are shared by the Board of Directors, Executive Management, operational participants
and workers and others in fulfillment of the common goals that converage in increasing the benefits of the stakeholders. To
this end entire corporate governance efforts are blended with ‘good governance practices’ as ethically and morally acceptable
standards under a given socio paolitico environmental phenomenon of our society in which we work live and exist.

The organs through which the corporate govemance functions are carried out:

BOARD OF DIRECTORS:

(a) Constitution:

The Board of Directors, the top Management echelon, consisting of the founder entrepreneurs successors and an Independent
Directors, provides the policy and strategic support and direction for the entire range of the corporate activities. The Board of
Directors consist of Eight (8} members including two Independent Directors with varied education and experience which
provides a balancing character in decision making process. The Board Is re-constituted every year at each Annual General

Meeting when one-third of the members retire and seek re- election. A director is liable to be removed if the conditions of the
Articles of Association and the provisions of the Companies Act 1994 are not fulfilled.

(b } Role & Responsibilities:

The main role of the Board of Directors, which is the highest level of authority, is to provide general superintendence, oversee
the operations and control the affairs of the Company through appropriate delegation and accountability processes via the lines
of command. However the Board of Directors hold the ultimate responsibility & accountability with due delligence for conducting
the activities of the Company as per provisions of law in the interest of the shareholders, the stakeholders, the state and the
society. The Board of Directors, in fulfillment of its responsibility hold periodic meetings, at least once a guarter and provides
appropriate decisions/directions to the Executive Management. Such meetings usally consider operational performance,
financial results, review of budgets, capital expenditure, proposals for EMRE or new projects/divisions/product lines, procurement
of funds by issue of shares or borrowing, procurement of raw materials, plant & machinery, pricing of products/discounts,
recruitment, training and promotion of officers, approval of audited accounts and distribution of dividends and other interest of
the stakeholders including the employees and workers. The Board of Directors take special care in designing and articulating
productivity and compensation plans of employees and workers and rewarding them appropriately on the basis of guality and
quantity of performance as an incentive. Board also remains responsible for removal of operational hazards to life and health of
workers, friendly emvironmental work condition and social relationship as demanded of good citizen in a country.

(c) Relationship with Shareholders and Public:

The shareholders as owners, are required to be provided with material information on the Company’s operation guartery,
half-yearly and annually, the latter at the AGM. They are also provided routine senvices by the Company Secretary. The Board
is, however, responsible to the public for publication of any Price Sensitive Information as per SEC Regulation. A qualified
Secretary is in charge for all these responsibilities as Company Secratary,

(d) Relationship with Government:

In its rale on accountability to the government, the Board of Directors ensure payments of all dues to government in the form
of import duty, custom duty and port charges, VAT, Corporate Taxes and other levies as and when they become due on the
basis of actual operations and make sure to avoid corruption. This has enabled the Company to enhance its contribution to the
Mational Exchequer on & progressive rate year after year.

(e) Relationship with Financlers/ Bankers:

The Board of Directors oversees the financial transactions and ensures to meet company's commitments to the lenders without default.
(f) Relationship with Suppliers:

As the Company has to import almost all the raw materials from abroad, it maintains cordial and mutually beneficial inerest
with its international as well as local suppliers. This has enabled the company to avoid any legal disputes in international/local
courts and enhanced the Company's image as a good customer,

(g) Corporate Social Responsibilities (CSR):

The Board of Directors is also aware of the Corporate Social Responsibilities (CSR) especially in the areas of gender aquality,
race-religion- regional equality, non- employment of child labour, human ngnts, environmental poliution, social-marketing and
social-activities.

SEPARATE ROLE OF THE CHAIRMAN AND MANAGING DIRECTOR:

The positions of Chairman and Managing Director are held by separate persons. The Chairman is responsible for the functions
of the Board while the Managing Director serves as the Chiel Executive Officer (CEQ) of the Company.

CHIEF FINANCIAL OFFICER, HEAD OF INTERNAL AUDIT AND COMPANY SECRETARY:

The Company has appaintad Mr. B. K.Chaki, as Chief Financial Officer, Md. Rakibul 1slam, as Head of Intemal Audit and Mr.
Syed Saiful Hagque, as Company Secretary of the Company as per requirement of Securities and Exchange Commission.
AUDIT COMMITTEE OF BOARD:

The Board of Directors has constituted an Audit Committes of the Board consisting of three Directors. The Audit Committee is
headed by the Independant Director, Mr. M. Sekander Ali, an MBA and a Senior Development and Investment Banker of the
Country. Other members are Dr. Shamim Matin Chowdhury, Director and Mr. Azizur Rahim Chowdhury, Director. The Audit
Committes camies out its responsibilities as per the provisions of law and submits its report to the Board of Directors from time
to time. The Audit Committee shall also co-ordinates with the Internal and External Auditors as and when required. The Audit
Committee ensures that adequate intemal checks & balances supported by adeguate MIS are in place for detection of errors,
frauds and other deficiencies. The other responsibilitizs include inter alia, not being limited to, the prevention of conflict of
interest between the Company and its Directors, officials, customers, suppliers, government and any other interest groups and
detect or remove any scope of insider trading in the Company’s stock. The Audit Committee also ensures compliance of
reguirements of BSEC and other agencies.

Annual Report 2013 4




/¥ Malek Spinning Mills Limited

OTHER GOVERNANCE APPARATUS:

The Company, in its efforts for Corporate Good Govermance Practices, uses a senies of top ranking professional senvice providers
including Bankers, Insurers and Technical experts who continuously assist the Board of Directors and the Executive Management
in propery discharging their duties to all the shareholders, stakeholders, the Government, and the Public as highlighted below:
{a) Independent Directors:

In compliance of the BSEC Regulations on Good Governance, the Board of Directors as empowered by the Regulations,

appointed Mr. M. Sekander All, one of the Senior Development/investment Bankers of the country, former Managing Director

of Bangladesh Shilpa Bank/Bangladesh Shilpa Rin Sangstha/investment Corporation of Bangladesh and Senior Adviser, the

Bangladesh Securities and Exchange Commission and Md. Qamrul Huda, one of the Senior Bankers of the country, former

Managing Director of Pubali Bank Limited/Eastern Bank Limited and former Chief Executive of BCCI and additional Managing

Director of Uttara Bank Limited and General Manager of Janata Bank, as the non-shareholder Independent Directors. It is

expected that their expertise would help contribute to the further disclosure and protect the interest of all investors in general

and smaller investors in particular.

(b) Bankers:

The degree of efficient business operation largely depends on the quality of efficiency of banking services received by the company.

Efficient banking service brings down cost of operations. On the other hand, cost of financial services and interest on the lending by

the banks are also required to be the minimum. With this end of view, the company has established long term business relationship

with the banks namely Eastern Bank Limited, Dhaka Bank Limited, HSBC, Citibank N.A, One Bank Limited, Shahjalal Islami Bank

Limited and Trust Bank Limited who provide most efficient senvice at minimum costfinterest that benefit the shareholders.

The company has neither ever defaulted in any commitment with its Bankers nor did get entangled in legal dispute at any court

premises,

(¢) Insurer:

Insurance services cover certain operational risks which are required by law/business practices to be covered by legitimate

insurance service providers for protection of the interest of the company, the investors. To this end, the company has to select

insurer with the most efficient, reputed and financially sound history so that claims, if any, are settled promptly and the
premium rates are market competitive. The Company, based on these considerations, is maintaining insurance business
relationship with the highly reputed and publicly listed insurance companies namely Pioneer Insurance Co. Ltd, Eastland

Insurance Co. Ltd., Central Insurance Co. Lid and Reliance Insurance Co. Lid.

The company has not yet faced any dispute over any claims and the company enjoys special premium rates which protects the

interest of the investors.

(d) Auditors:

The role of the auditors in cerification of the financial statement is the most significant aspect of Corporate Governance and

protection of interest of investors. As evident from the Annual Reports, the company rigidly follows the code of Intemational

Accounting Standards (IAS) and International Standard of Auditing (ISA) with legally required disclosures of Accounts and

Financial Statements. This has been possible due to the high level capability and integrity of M/S. Malek Siddiqui Wali,

Chartered Accountants whose performance has played a very trustworthy role in the protection of interest of the investors.

EXECUTIVE MANAGEMENT:

The Executive Management is led by the Managing Director (CEQ) who is appointed by the Board of Directors for a term of 5

years (renewable) with the approval of shareholders in the Annual General Meeting. The Managing Director is supported by

professional, well educated, trained and experienced team consisting of Mr. Moshiur Rahman, Director and Mr. Azizur Rahim

Chowdhury, Director, Mr. Ghaus Mohammad, Director-HR & Admin, Mr. Hasan Mahmood, Executive Director and Mr. B. K.

Chaki, Chief Financial Officer and & host of Senior Executives in the hierarchy of management.

SEGMENT REPORT:

The company's operations are carried out on a single business and geographic segment within which the company operates as

such no segment reporting is felt necessary.

RISK PERCEPTION:

The Company Management perceives investment risk within the national and intemational economic situation in relation to legal

and moral requirements involving inter alia, intellectual property right, scientific invention, WTO Regulation etc and monetary and

fiscal investment policies and has prepared its production & marketing strategy to meet the challenges from these risks.

WE STRIVE FOR

+  We in Malek Spinning Mills Ltd., strive, above all, for top guality products at an approriate cost.

*  We owe our shareholders and strive for protection of their capital as well as ensure highest return and growth of their assets.

+ We strive for best compensation te all the employees who constitute the back-bone of the management and operational
strength of the Company.

*  We strivi for the best co-opeartion of the creditors and debtors the banks & financial institutions who provide financial support
when we need them, the suppliers of raw materials & suppliers who offer them at the best prices at the opportune moments,
the providers of utilities- power, gas & water etc. and the customers who buy our products and services by redeeming their
claim in time by making prompt payment and by distributing proper product on due dates to our customers.

*  We strive for fulfiliment of our responsibllity to the Government through payment of entire range of due taxes, duties and
claims by various public agencies like municipalities ate.

*  We strive, as responsible citizen, for a social order deveid of malpractices, anti environmental behaviers, unethical and
immaoral activities and coruptive dealings.

*+  We strive for practicing good-govermnance in every sphere of activities covering inter alia not being limited to, disclosure &
reporting to shareholders, holding AGM in time, distribution of dividends and other benefits to shareholders,
reporting/dissemination of price sensitive information etc.

*  We strive for equality between sexes, races, religions and regions in all sphere of operation without any discriminatory
treatment.

+ \We strive for an environment free from pollution and poisoning.
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(a) BOARD OF DIRECTORS:
Mr. A.F.M. Zubair
Mr. A. Matin Chowdhury
Dr. Shamim Matin Chowdhury
Mr. Azizur Rahim Chowdhury
Ms. Saima Matin Chowdhury
Mr. Moshiur Rahman
Mr. M. Sekander All
Md.Qamrul Huda

(b) AUDIT COMMITTEE:
Mr. M. Sekander Ali
Dr. Shamim Matin Chowdhury
Mr. Azizur Rahim Chowdhury

(¢) MANAGEMENT COMMITTEE:
Mr. A. Matin Chowdhury
Mr, Moshiur Rahman
Mr. Azizur Rahim Chowdhury
Mr. Ghaus Mohammad
Mr, Hasan Mahmood
Mr. B. K. Chaki

(d) SENIOR CORPORATE OFFICIALS:
Nr. Ghaus Mohammad
Mr. Hasan Mahmood
Mr. B. K. Chaki
Mr. Syed Saiful Haque
Md. Rakibul Islam

(¢) AUDITORS:
Malek Siddiqui Wall

() BANKERS:
|. Eastern Bank Ltd.
ii. Dhaka Bank Ltd.
iii. The Trust Bank Ltd.
Iv. HSBC
v. One Bank Ltd.
vi. Citibank N.A
vil. Shahjalal Islami Bank Ltd.
viii. AB Bank Ltd.
ix. BRAC Bank Ltd.

(2) INSURERS:

i. Pioneer Insurance Co. Lid.
Il. Reliance Insurance Co. Ltd.
iii. Eastland Insurance Co. Ltd.
iv. Central Insurance Co. Ltd.
v. Cristal Insurance Co. Ltd.

( h) LISTING:
Dhaka Stock Exchange Ltd.
Chittagong Stock Exchange Ltd.

() REGISTERED OFFICE:

CORPORATE REVIEW
I. MANAGEMENT APPARATUS:

117/A, Tejgaon Industrial Area, Dhaka-1208.

(). CORPORATE AND SHARE OFFICE:

Mehnaj Monsur Tower, House # 11A, Road # 130, Guishan-1, Dhaka.

(k) FACTORY:
Shafipur, Kaliakoir, Gazipur.
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Il. CORPORATE HISTORY:

* Yaear of Incorporation : 02 November, 1989

* Year of Commencemeant of Production ;01 January, 1991

* Year of Conversion to Public Ltd. Co. ¢ 14 September, 2008

* Year of Initial Public Offering (IPO) ;2040

= Stock Exchange Listing date : 2nd August, 2010 {DSE & CSE)

*  Authorized Capital ;o Th.2,000 Million

*  Paid Up Capital o ThL,936 Million

*  Product Lines : Combed and carded varn of various Counts

«  MNumber of Employeas (30th June 2013) :a. BExecutive & stalf ;248
b. Workers 11,342

+  Subsidiary Companies : a. Salek Textile Ltd.

b. Newhsia Synthetics Ltd.

¢, J.M. Fabrics Lid.

d. Titas Spinning & Denim Co, Ltd.
* Associate Companies H
i. Rahim Textile Mills Ltd.
il. Hnit Asia Ltd.

iii. Mew fsia Ltd.

iv. Hejaz Publications Ltd.

v. Fatehbagh Tea Co. Ltd.
vi. Design Asia Ltd.

lii. FIVE YEARS OPERATIONAL RESULTS:
(Figures in thousand Tk.)

2012-13 2011-12 2010-11 2009-10 | 2008-09
_Turnaver 3,262 553 2,966,197 3,509,105 1,978,824 2,359,932
_Gross Profit 520,463 10,727 199 480 285,937 356,032
_Met Profit (Before Tax) 249 158 (351,237} 131,625 188 044 | 216,776
_Met Profit (After Tax) 240,442 {351,237 101,958 156,189 183,986
Shareholder's Equity 5461466 | 5402.099| 4806251| 20169468| 2388103
_Total Assets 1.504,000 7,927,057 7.254,501 20,926,009 3,660,281
_Total Current Assets 3,353,939 4,540,220 4,722,005 18,782 534 1,539,925
Total Current Liabilities 1,766,205 1,875,701 2 332 535 756,540 1,243,171
_Current Ratio 1.90 2.42 2.02 3.18 ** 1.24
_MNumber of shares outstanding 193,600,000 | 176,000,000 160,000,000 | 120,000,000 | 70,000,000
_Face Value per share 10 10 10 10 10
_Shareholder's Equity per Share 2821 30,70 30,16 36,64 *== 35.05
_Earning per share (MSML) 1.24 (1.81) 0.64 151 2.70
_Earning per share (Consolidated) 281 (1,37) ***= 1.72 2,73 3.28
_Dividend Declared Per Share (Stock) Mil 10% (s) 10% (s) Mil Nil |
Dividend Declared Per Share (Cash) 1.00 il Mil 1.00 il
Met Cperating Cash Flow per Share 1.46 (6.78) 3.79 0.28 2.38
_Mumber of Shareholders * 320,699 30,247 25,717 60 o7
Human Resources:
Executives & Staff 246 250 261 251 186
Workers 1,342 1,356 1,343 1,160 1,520

*  Mumber of shareholders considered as on 30th June, 2013,

** Current Ratio is calculated in the year 2009-2010 excluding IPO share money deposit.

***+ Shareholders Equity per share in the year 2008-2010 is excluding IPO share money deposit.
*kkd | 2011-12 Eaming per share (consolidated) number of share considered 193,600,000 shares.
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MESSAGE
FROM THE CHAIRMAN

Dear Shareholders,

It is & great pleasure for me to welcome you on behalf of the Board of Directors to the 24th Annual General Meeting
of Shareholders of the Company. We have just finished the financial year 2012-2013. The Directors' report
containing inter alia Audited Accounts and Auditors report thereon for the yvear ended 30th June 2013 has already
been despatched to you for your perusal.

The year under review has been extremely difficult year for the world trade in general, and textile/garments in
particular. The year started with the deep fall in both the cotton and yam prices which had gone up to historic height
in the preceeding year. The demand for garments was low and the price was extremely depressed for which the mills
had faced very difficult situation.

The world economy is still trying hard to crawl! steadily in reverse direction against the downtrend spiral of recession
affected economy. Consdering adverse challenges like liquidity crises, several exchange rate fluctuation of foreign
currency, inflation rate ever high comparing with recent past and political unrest.

Coupled with the above the supply of gas has been extremely irregular which also limited our capacity utilization and
hence increased our overhead costs and affected in our profitability. The Bank interest rates have, on the
otherhand, gone up substantially and in view of the new borrowings impact on our company have been severe.

Despite of the above situation there was high demand for our products. Our sales increased from previous year and
cost of goods sold decreased. As a result, the company has succeeded in attaining higher net profit during the year.

1. In view of imegular gas supply our production targets could not be achieved, our capacity utilization had
increased by (81.64% - 84.47%) 2.83% over previous year.

2. Our sales revenue increased from Tk.2.97 billion in 2011-2012 to Tk.3.26 billion in 2012-2013, The result
was mainly due to quantity of sales had increased.

3. Our cost of goods sold decreased from Tk.2.95 billion (99.64% of sales) in 2011-2012 to Tk. 2.74 billion
(84.05% of sales) in 2012-2013. Financial expenses also decreased compared to previous year. As a result,
a higher net profit (after tax) of Th.240.443 million was earned during the year 2012-2013.

| am sorry to inform you that currently we are unable to utilize our full capacity as the power and gas supply situation
in our area is still inadequate. We have made representations to the government and the Titas Gas Transmission &
Distribution Co. Ltd. to improve the situation.

Currently the market is showing signs of improvement as the demand is increasing. If this trend continues we hope
that we will be able to make still higher profit in the near future.

| would also like to take this opportunity to thank our Bankers, Bangladesh Securities and Exchange Commission,
Stock Exchanges and our shareholders for their cooperation and support to our Company.

Looking forward to better days ahead.

A. F. M. Zubair
Chairman

Anrual Report 2013 8







