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Transmittal Letter

To

All Share Holders,

Bangladesh Securities and Exchanges Commission,
Registrar of Joint Stock Companies & Firms,

Dhaka Stock Exchange Limited,

Chittagong Stock Exchange Limited.

Subject: Annual Report for the year ended June 30,2018.

Dear sir (s),

Enclosed pleased find a copy of Annual Report together with the Audited Financial Statements including Statement of Financial
Position, Statement of Profit or Loss & Other Comprehensive Income, Statement of Cash Flows and Statement of Changes in Equity
for the year ended June 30,2018 along with notes to thereon of Shepherd Industries Limited for your kind information and records.
Thank you.

Sincerely yours,

7

Mohammed Abu Zafar
Company secretary

1o

Shepherd Industries Limited ' 01 IS



Annual Report 2017-2018

Shepherd Industries Limited
House # 24, Road # 04, Sector # 04, Uttara, Dhaka-1230

Notice of the 17th Annual General Meeting

Notice is hereby given that the 17th Annual General Meeting (AGM) of the shareholders of Shepherd Industries Limited will be
held on Wednesday, December 19, 2018 at 10.30 a.m. at the DOHS Baridhara Convention Center, Baridhara DOHS Parishad,
DOHS Baridhara, Dhaka Cantonment, Dhaka-1206 to transact the following business.

Agenda
01. To receive and adopt Director’s Report and audited Financial Statements of the company for the year ended on June 30,2018.
02. To declare dividend for the year ended on June 30,2018 as recommended by Board of Directors.
03. To appoint Director.
04. To appoint Auditors and the Professional who will provide the certificate on compliance Corporate Governance Code for
the year ended June 30,2019 and fix their remuneration.
05. Toinvestin Shepherd Textile (Bd) Limited.
06. To extend time for utilization of IPO proceeds.
07. To transact any other business which may be placed before the meeting with the permission of the chair.
By order of the Board
_ gt
Mohammed Abu Zafar

Company Secretary

Dated: December 05,2018

Notes:

01.
02.

03.

04.

05.
06.
07.

02

The Record Date is November 12,2018.

The shareholders whose name will appear in the Share Register of the Company and in the Depositary Register on the
record date will be eligible to attend the 17th Annual General Meeting (AGM) and qualify for the dividend to be declared
at the AGM.

A Shareholder eligible to attend and vote at the Annual General Meeting (AGM) or may appoint a proxy to attend and vote in
his/her behalf by filling proxy Form.The proxy Form must be affixed with requisite revenue stamp of Tk.20/= and must be
submitted to the Head Office of the Company not later than 48 hours before the day of the Annual General Meeting (AGM).

Members are requested to notify change of address, if any, through their respective Depository Participants before the
Record Date.

Annual Report 2018 of Shepherd Industries Limited will also be available at the Company website: www.shepherdbd.com
Shareholders attendance counter will open at 9.00 a.m.and to be continued till 10.30 a.m.

No gift or benefit in cash or kind shall be paid to the shareholders in terms of clause (c) of the Notification No.SEC/CMRRCD
/2009-193/154 dated October 24,2013 for attending the AGM of the company.

Shepherd Industries Limited
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BOARD OF DIRECTORS

Mr.Chung Wen Kuei Chairman

Mr.Kao Wen Fu Managing Director

Mr.Yang Ming Te Director (Representative of Eternal Flame Int’l Inc.)
Mr.Lin Chih-Wen Director ( Representative of Ever Priority Ltd.)

Mr. Md. Monzur Alam Khan Independent Director

Audit Committee
Mr. Md. Monzur Alam Khan Chairman
Mr.Kao Wen Fu Member
Mr.Chung Wen Kuei Member
Mr.Mohammed Abu Zafar Secretary

Company Secretary

Mr. Mohammed Abu Zafar

Chief Financial Officer

Mr. Md. Ataur Rahman

Head of Internal Auditor

Ms. Shahnaz Akhter
Management Team

Mr.Kao Wen Fu, Managing Director

Mr.Md. Abdul Mannan, Deputy Managing Director
Mr.Md. Ataur Rahman, Chief Financial Officer

Mr. Abdullah Al Harun Eusuf, DGM

Mr.Md. Moklasur Rahman, Factory In Charge
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Registered Name of the Company
Incorporation No. & Date
Commencement of Commercial Operation

Legal Status

Nature of Business

Registered Address

Factory Address

Associates Member

Statutory Auditor

Legal Advisor

Corporate Governance Compliance Auditor

Bankers
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Shepherd Industries Limited

C-401066(425)/2000 dated August 21,2000
October 18,2001

Public Limited Company listed with
Dhaka stock Exchange Ltd.and Chittagong Stock Exchange Ltd.

Dyeing & Washing (100% export oriented)
House#24, Road#04, Sector#04, Uttara, Dhaka-1230
Phone: +88-02-7913340-2, Fax: +88-02-7913359-60
E-mail:info@shepherdbd.com

Web: www. shepherdbd.com

Bagrapara, Kathalia, Bhaluka, Mymensingh

Bangladesh Association of Publicly Listed Companies
Bangladesh Dyed Yarn Exporter Association

Mahfel Hug & Co., Chartered Accountants
4th Floor, BGIC Tower, 34
Topkhana Road, Dhaka-1000, Bangladesh

Podder & Associates
6/A/1 Segun Bagicha (ground floor),
Topkhana Road, Dhaka-1000

Aftab Ahmed & Co.
Chartered Accountants
96/G (1st Floor), Green Road, Panthapath, Dhaka-1205

IFIC Bank Limited, Gulshan Branch

Trust Bank Limited, Gulshan Corporate Branch
Southeast Bank Limited, Gulshan Branch
Eastern Bank Limited, Uttara Branch

Pubali Bank Limited, Bhaluka Branch
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Company Profile

Shepherd Industries Limited has been incorporated with the Registrar of Joint Stock Companies and Firms (RJSCF) vide registra-
tion no.C-41066(425)/2000 dated August 21,2000 as a Private Limited Company by shares namely Shepherd Industries Limited
and after that it is converted in to a Public Limited Company on June 08, 2015.The company has been amalgamated by the
scheme of amalgamation with Shepherd Yarn Limited by the order of the Honorable High Court Division of The Supreme Court
of Bangladesh dated December 15, 2014; with effect from April 01, 2015. The registered office of the company is situated at
House # 24, Road # 04, Sector # 04, Uttara, Dhaka-1230, Bangladesh and the manufacturing establishment is located at
Bagrapara, Kathalia, Bhaluka, Mymensingh.

Shepherd Industries Limited established in 2000 in Bangladesh. A long journey of 18 years, the company gathers a lot of experi-
ences in the field of sweater yarn dyeing which make a good reputation in the market. Garment wash is a new segment of
business of the company which comes into the light by the way of Initial Public Offering (IPO). Our yarn and garment washing
quality remains one of the highest satisfactions in the market as well as we are also capable of providing huge production with
very short lead time to meet customers’ delivery deadlines. Our machineries are equipped with the latest technology and our
laboratory is monitored by foreign technicians.We are committed with quality control,accurate time delivery,and large produc-
tion capacity.

Shepherd Industries limited is a 100% export oriented company engaged in dyeing of different counts of cotton, acrylic, viscose and
nylon yarn and washing of different type of garments & fabrics which are marketed to the direct exporters.
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Our Vision and Mission

Our Vision

Our conception of business germinated from our vision which sees it as a means to the
wellbeing of the investors, stakeholders, employees and members of the society at large by
creating new wealth in the form of goods and services that go to satisfy the wants of all of
them without distributing or damaging the socio-ecological balance of the mother earth
and the process of human civilization leading to peaceful Co-existence of all the living
beings.

MISSION

5 VISION

Our Mission

Our aim is to make Shepherd Industries Limited a secure & rewarding investment for its
shareholders & investors, a reliable source of high-quality yarn &high-quality wash for
denims at affordable price to its customers, secure place for work to its employees & an
ethical partner to its business association.
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The Board of Directors

Mr. Chung Wen Kuei

Chairman

Chung Wen Kuei, is a Taiwan national and chairman of Shepherd Industries Limited
with 29 years working experience in dying industry he made significant contribution
to the development of Shepherd Industries. He always hunts for better quality in his
products and deeper relations with the customers. He is an expert in the dyeing
industry.

Mr. Kao Wen Fu

Managing Director

Mr. Kao Wen Fu is a visionary entrepreneur investor and philanthropist. He estab-
lished his first venture Pakistan Alfateme Textile in 1990 and thereafter he estab-
lished Shepherd Textile (BD) Ltd at DEPZ in 1997, and Shepherd Industries Ltd in
2000, Shepherd Yarn Ltd in 2005, Taiwan Food & Processing Ind. Ltd.in 2013. He is
vastly experienced in the textile and dying sector. He is a Taiwan national with
dynamic leadership quality. Under the leadership of Mr. Kao Wen Fu, Shepherd
Industries Limited enjoyed huge business growth over time. Mr. Kao’s Innovative
business idea and ability to promptly response to the contemporary changes in
modern era’s fashion and tastes are the keys to the success of Shepherd Industries
Ltd. At his 60s, he is still energetic and dynamic. Mr.Kao has visited many countries
for business purpose.

Mr. Lin Chih-Wen

Nominee Director (Representative of Ever Priority Ltd.)

Mr. Lin Chih-Wen has proven capability of contributing values in dyeing industries.
He has 36 years of professional experience in Nylon/Cotton/Polyester Dyeing
Factory as Technical person. He is 56 years old with dynamic leadership quality. He
provides dynamic insights to the company’s affairs, which is also outstanding to
accelerate the performance of Shepherd Industries Limited.

Shepherd Industries Limited | 07 IS
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Mr.Yang Ming Te

Nominee Director (Representative of Eternal Flame Int’l Co.Inc.)

Yang Ming Te, a Taiwanese national representing Eternal Flame Intl.Co. Inc. in the
board of Shepherd Industries Limited with more than 32 years in the dyeing industry,
he managed to bring a broader vision in sales, marketing and customer care. He
always put positive impact towards the company to maximize wealth.

Mr. Md. Monzur Alam Khan

Independent Director

Barrister MonzurAlam Khan is the Independent Director of the company. Mr.
Monzur is a barrister by profession & completed his education in the UK. Previously
he worked in Lee, Khan & Associates a commercial law firm and lot of other reputed
firms.He established his own law firm. Barrister Monzur is a charismatic personality,
hardworking creative person with lot of experience in handling corporate issues.

B 08  Shepherd Industries Limited
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Photo Gallery
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Message from
the Chairman

Distinguished Shareholders

I, on behalf of the Board of Directors have the pleasure to welcome all of our esteemed shareholders on the occasion of 17th
Annual General Meeting of the company and | also want to give thanks to honorable shareholders for joining with us to make
the event successful.

With pleasure | present the Report of the Board of Directors, the Audited Financial Position, Statement of Profit or Loss & Other
Comprehensive Income and other Financial Statements of the company for the year ended on June 30,2018.1 am very glad to
inform you that we have earned Tk.156.76 million after payment of tax and the Board of Directors recommended 12% cash
dividend for all shareholders.

| specially want to give thanks to Managing Director Mr.Kao Wen Fu for his enthusiastic leadership as we continued the sustain-
able growth trend.We believe his farsighted leadership and hardworking of his team will make the future more prosperous.

On behalf of the Board | would like to express my sincere thanks to the respected shareholders for the confidence respond on
the Board of the company throughout the year.| am also grateful to the Bangladesh Securities and Exchange Commission,
Dhaka Stock Exchange Limited, Chittagong Stock Exchange Limited, Registrar of Joint Stock Companies & Firms, Central Deposi-
tory Bangladesh Limited, Banks and Financial Institutions for their support and patronage extended to the company from time
to time.

I embrace your support and seek your co-operation by all means for a brighter future for all.

Thanking you.

Regards

4215

Chung Wen Kuei
Chairman

B 10  Shepherd Industries Limited
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Directors’ Report

Dear Shareholders,

On behalf of the Board of Directors of Shepherd Industries Ltd., | have the pleasure of welcoming you all to 17th Annual General
Meeting. The Board of Directors is pleased to take the opportunity to present you the Audited Financial Statements of the
Company for the Financial Year 2017-2018, Auditors’ Report and the Directors’ Report thereon along with Company’s perfor-
mance and other matters in terms of Companies ACT 1994, the guideline issued by Bangladesh Securities and Exchanges
Commission and Bangladesh Accounting Standards.

AN INDUSTRY OUT LOOK AND POSSIBLE FUTURE DEVELOPMENTS IN THE INDUSTRY:

Shepherd Industries Ltd.is a 100% export oriented backward linkage industry which is involved in business to collect different
type of sweater yarn as per market’s demand and dye for suppling to those sweater manufacturing industries which are directly
exporting their products outside of Bangladesh. The company has collected taka 20 crore from IPO proceeds, major part of
which money will be used to set up a very modern technology-based washing plant. Civil construction of building for washing
plantis going on and LC'’s for machineries already been opened.The company has an Effluent Treatment Plant (ETP) which can
treat 6000 cubic meter of waste water in a day.

The managements are always careful about to sustain up the shareholder’s wright. In the global market, now fashions and
technology are changing very fast, synchronizing with the fastest technology-based products it is very important to install high
tech machineries as well as hire technology know how, experienced and efficient manpower. At the same time products diversi-
fication is also very important to sustain in the competitive business world. The management of the company are always ready
to meet up this type of challenge very smartly so that they thought about to set up a washing plant which is now in the way to
completion. After completion of the setting of washing plant a new segment of products will be added which will contribute
significant earnings to the shareholders.

SEGMENT-WISE OR PRODUCT-WISE PERFORMANCE
The company operates in single segments, so segment reporting is not applicable.

RISKS AND CONCERNS

Exchange Risk

As a 100% export oriented both the export of the finished goods and the import of raw materials (yarn, accessories and
dyes/chemicals) are both in US Dollars, there is an automatic hedge as far as exchange risk is concerned. However, any further
appreciation in the value of the major global currencies against the Bangladeshi Taka (BDT) will hurt the competitive edge of
the manufacturers in Bangladesh.The current level of the exchange rate between the local currency and the Euro is beginning
to pose a major threat to Bangladesh’s competitiveness in the European market. Whilst Far East is yet to be affected, we are
aware that a few of the major European buyers are curtailing their imports.We remain vigilant and are countering any potential
risk through increased productivity as well as investments in the latest and most efficient technologies. Additionally, the
passing of the Brexit bill in the UK has resulted in a sharp depreciation of the UK Pound making imports that much more expen-
sive for them. As a result, we have additional pressure to reduce prices for exports to the UK, which is one of the major markets
for our company.

Political Risk

The year under review was relatively stable without any major political or industrial unrest which had dogged the industry over
the past two years. This is a risk that is beyond the control of the entrepreneurs and we hope for this stable environment to
continue for conducting and growing our business.

Industry Risk

We do not anticipate any major competition to Bangladesh in the RMG sector in the foreseeable future. In fact, the trend is quite
the opposite where the number one RMG exporter in the world is struggling to hold on to its position due to increased costs.
However, to ensure that the preferred destination for buyers leaving China to Bangladesh, we have to constantly invest in R&D
as well as latest technologies to improve productivity and efficiency. At the same time, we will require continued governmental
support for infrastructural developments.

Market Risk

At present and in the foreseeable future the demand for RMG from manufacturers in Bangladesh is expected to be continu-
ously on the rise but the competition amongst the factories for this increased business will remain severe. In order to survive
and thrive in this environment Shepherd Industries Limited has evolved into fully compliant factory, invested in the latest in

11 | Shepherd Industries Limited



Annual Report 2017-2018

technology and machineries and has a strong marketing team to attract and sustain customer relationships. We have a
well-diversified base of buyers in terms of geographical location and also are not heavily dependent on any one or two buyers.
We believe that we have this risk well mitigated and our increased year on year sales is a testament to this fact.

Environment Risk

One of the main Elements for Dyeing and Washing are water and which extracting only from underground source as a result
day by day underground water level is going deeper and cost of water is also increasing. On the other hand, it’s discharging
waste water which is heavily contaminated by dyes and chemicals which also very harmful for human as well as animals those
are lived in water. Above the environmental effects may increase the product cost in future. To overcome these obstacles, we
have set up a biological ETP which is less costly than chemical ETP.

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

Particulars 30-06-2018 30-06-2017 30-06-2016 31-03-2016 31-03-2015

(3 Months) (3 Months)
Cost of goods sold 2,402,730,555 2,263,558,771 669,410,501 2,330,114,989 346,930,751
Gross Profit 364,644,304 315,409,707 87,451,424 306,442,907 43,211,059
Net Profit after Tax 156,769,556 127,992,497 48,199,648 125,464,121 12,041,477

DISCUSSION ON CONTINUITY OF ANY EXTRA-ORDINARY GAIN OR LOSS
There is no extra-ordinary gain or loss in the financial statements.

RELATED PARTY DISCLOUSER

The Company has Related Party transactions which have been disclosed in related party transaction in note no. 38.2 of the
notes to the financial statements.

UTILIZATION OF PROCEEDS FROM PUBLIC ISSUE

The company raised Tk. 20.00 Crore by issuing 20,000,000 Ordinary Shares of Tk.10 each from the capital market in order to
meet up the fund requirements for the purpose of Civil Construction, Acquisition & Installation of Machineries (Dyeing,
Washing, Duties, Insurance, L/C Commission, Inland Carrying, C & F, Erection and Installation), Expansion of ETP, repayment of
short-term bank loan and IPO Expenses.The Utilization of IPO fund has been audited by Ahmed Zaker& C0, Chartered Account-
ants.The report on utilization of IPO proceeds for the month June 2018 as follows:

Amount as Utilized Amount
per revised
Purpose . . Amountas | utilization - Total Unutilized
Mentioned in the Time line per lan as . . Utilized Unutilized (%) Remarks
asper P Th Upto th (%)
Prospectus P Prospectus | approved in s pto this ° Amount
prospectus pp Month Month
the 16th
AGM
Within 12
Civil Construction mc?n.ths of
receiving IPO 28,140,524 45,360,000 - - 0.00% | 45,360,000 | 100.00%
fund
Acquisition & .
Installation of Revised
Machineries . Utilization
(Dyeing, Washing, W|th|rr1] 12f plan has been
Duties, Insurance, mgn.t SO approved by
L/C Commission receiving IPO 96,970,692 104,276,260 - 55,044,525 52.79%| 49,231,735 47.21% the
Inland Carrying, C fund shareholders
&F, Erection and in the 16th
Installation) AGM held on
Within 18 21st
. months of November
Expansion of ETP receiving IPO 15,424,550 R R - - 2017 subject
fund to the
Within 3 approval of
Repayment of short|  onths of ppBSEC.
term bank loan receiving PO | 44,464,234 | 44,464,234 - 44,464,234 | 100.00% -1 0.00%
fund
IPOE As and when
xpenses required 15,000,000 5,899,506 B} 5,899,506 | 100.00% - | 0.00%
Total 200,000,000 200,000,000 R 105,408,265 94,591,75
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Net Interest on IPO Proceeds 4,434,927
Un-Utilized IPO Proceeds 94,591,735
Total Un-Utilized IPO Proceeds including interest 99,026,662
Percentage:

Interest on IPO Proceeds: 2.22%
Un-Utilized IPO Proceeds with Interest Income: 49.51%

Notes:

a) During this month, the utilized amount is Tk. Nil.

b) The shareholders of the Company have approved revised IPO Utilization plan in the 16th AGM held on 21st November 2017
following the Board of Directors' resolution passed on 6th November 2017 in its 90th meeting to re-arrange the utilization
of IPO fund for Building under the head of Civil Construction and Acquisition& Installation of Machineries. Due to the
revision of the IPO Utilization plan, previously un-adjusted IPO expenses of Tk. 9,100,494 and fully un-utilized IPO proceeds
received for the purpose of the Expansion of ETP amounting Tk. 15,424,550 has been re-arranged in to the heads under Civil
Construction (Compliance Factory Building) and Acquisition & Installation of Machineries. The revised IPO Utilization plan is
yet to be approved by the Bangladesh Securities and Exchange Commission (BSEC).

EXPLANATION ON THE FINANCIAL RESULTS DETERIORATE AFTER IPO
Not Applicable.

SIGNIFICANT VARIANCE BETWEEN QUARTERLY FINANCIAL PERFORMANCE AND ANNUAL FINANCIAL STATEMENTS
Significant variations haven't occurred between Quarterly Financial performance and Annual Financial Statements.

DIRECTOR’S REMUNERATION

Director’s Remuneration

Director’s Remuneration paid during the year is shown in note no. 26. During the year 12 nos. Board of Directors Meeting held
and has been paid Tk. 77,000 (Seventy-Seven Thousand) against Board Meeting Fee which has been disclosed in note no. 26.

DIRECTORS RESPONSIBILITIES FOR FINANCIAL STATEMENTS

The financial statements together with notes thereon have been drawn up in conformity with the Companies Act 1994 and
Securities and Exchange Rules 1987. These statements present fairly the company’s state of affairs, the results of its operations,
cash flow and changes in equity.

i)  Proper books of accounts of the company have been maintained.

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

iii) The international Financial Reporting Standards, as applicable in Bangladesh, have been followed in the preparation of the
financial statements and any departure there from has been adequately disclosed.

iv) The systems of internal control are sound and have been implemented and monitored effectively.

v) There are no significant doubts upon the company’s ability to continue as a going concern.

vi) The significant deviations from the last year's operating results are shown in ntoe no. 37 as additional disclosure of note to
the financial statements.

vii) The key operating data and financial data for the last two years are shown in the next chapter of this Directors Report.

B 13 | Shepherd Industries Limited
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Operational Result

Amount in Taka

Operational Result

30 June 2018 30 June 2017 30June 2016 | 31 March 2016 31 March 2015

(Three Months) (Three Months)

Revenue 2,767,374,859 2,578,968,478 756,861,925 2,636,557,896 390,141,810
Gross Profit 364,644,304 315,409,707 87,451,424 306,442,907 43,211,059
Operating Income 314,780,541 272,338,655 76,032,288 273,918,826 35,544,089
Net Profit before Tax 187,370,366 163,425,097 59,901,062 149,936,589 14,342,845
Profit for the year 156,769,556 127,992,497 48,199,648 125,464,121 12,041,477
Basic Earnings per Share 1.15 1.03 0.46 417 13.59

30June 2018 30 June 2017 30June 2016 | 31 March 2016 31 March 2015

Non-Current Assets

1,564,687,213

1,526,266,925

1,384,811,864

1,346,179,361

830,378,882

Current Assets

3,312,886,185

3,039,003,195

2,471,463,873

2,531,856,325

1,561,776,222

Total Assets 4,877,573,398 4,565,270,120 3,856,275,737 3,878,035,686 2,392,155,104
Shareholders’ Equity 2,435,704,809 2,277,761,951 1,948,472,212 1,933,656,316 940,382,549
Non-Current Liabilities 131,481,214 132,726,294 123,185,570 124,017,703 119,657,390
Current Liabilities 2,310,367,375 2,154,781,875 1,784,617,955 1,820,361,667 1,332,115,164
Total Equity & Liabilities 4,877,553,398 4,565,270,120 3,856,275,737 3,878,035,686 2,392,155,103
Net Asset Value per Share 17.83 18.34 18.70 18.56 1,061.69
Key Financial Ratio 30June 2018 30 June 2017 30June 2016 | 31 March 2016 31 March 2015
Liquidity Ratios:

Current Ratio (Times) 1.43 1.41 1.38 1.39 1.17
Quick Ratio (Times) 0.79 0.74 0.72 0.88 0.65
Operating Efficiency Ratios:

Accounts Receivables

Turnover Ratio 1.87 2.13 0.75 3.94 0.94
Inventory Turnover Ratio (Times) 1.65 1.73 0.52 2.25 0.47
Assets Turnover Ratio (Times) 0.57 0.56 0.20 0.68 0.16
Profitability Ratios:

Return on Capital

Employed (ROCE) (%) 12.26% 11.30% 3.67% 13.31% 3.35%
Gross Margin Ratio (%) 13.18% 12.23% 11.55% 11.62% 11.08%
Operating Profit Ratio (%) 11.37% 10.56% 10.05% 10.39% 9.11%
Net Profit Ratio (%) 5.66% 4.96% 6.37% 4.76% 3.09%
Return on Assets Ratio (%) 3.21% 2.80% 1.25% 3.24% 0.50%
Return on Equity Ratio (ROE) (%) 6.44% 5.62% 2.47% 6.49% 1.28%
Earnings per Share (Basic EPS) 1.15 1.03 0.46 4.7 13.59
Solvency Ratios:

Debt to Total Assets Ratio 0.23 0.34 0.18 0.17 0.31
Debt Equity Ratio (Times) 0.46 0.69 0.36 0.33 0.79
Time Interest Earned Ratio (Times) 2.69 4.00 573 2.37 2.73
Cash Flow Ratio:

Net Operating Cash Flow

per Share 4.65 (6.00) 0.08 1.49 (178.19)
Net Operating Cash Flow per

Share/EPS 4.04 (5.83) 0.17 0.36 (13.11)

Shepherd Industries Limited
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DIVIDEND

The Board of Directors has recommended 12% Cash Dividend for the all shareholders for the year ended on June 30, 2018
whose names appear in the Share Register of the Company and/or Depository Register of CDBL as on record date: November
12,2018.

TOTAL NO. OF BOARD MEETINGS HELD DURING THE YEAR AND ATTENDANCE BY EACH DIRECTOR:
12 Board of Director’s Meeting held during the year and details of attendance by each director are as follows:

Name of Directors Attendance
Mr. Chung Wen Kuei, Chairman 12
Mr. Kao Wen Fu, Managing Director 12
Mr. Lin Chih-Wen, Director (Representative of Ever Priority Ltd.) 5
Mr. Yang Ming Te, Director (Representative of Eternal Flame Int’l Co. Inc.) 6
Mr. Md. Monzur Alam Khan, Independent Director 4

REPORT ON THE PATTERN OF SHAREHOLDING
Parent or Subsidiary or Associated Companies:

Name of Company Relation No. of shares Percentage
Nil Nil

Directors, CEO/MD, CS, CFO, HIAC and their spouses and minor children

Name Designation/Relation | No. of shares Percentage
Chung Wen Kuei Chairman 3,587,556 2.63
Kao Wen Fu Managing Director 4,089,303 2.99
Ever Priority Limited Director 47,339,215 34.65
Eternal Flame Int'l Co. Inc. Director 11,975,238 8.76

Executives:

Name Designation/Relation No. of shares Percentage
Md. Abdul Mannan Deputy Managing Director 374,559 0.27
Shareholding 10% or more voting interest:
Name of shareholder No. of shares Percentage
Ever Priority Limited 47,339,215 34.65

APPOINTMENT OR REAPPOINTMENT OF A DIRECTOR

Ever Priority Ltd. has been replaced their nominee Mr. Kao Chen Tsai instead of Mr. Lin Chih-Wen. Brief resume and other
information of Mr.Kao Chen Tsai as per Clause 5(xxiv) of The Bangladesh Securities and Exchange Commissions’ Notification No.
BSEC/CMRRCD/ 2006-158/207/Admin/80 dated June 03,2018 are as follows:

Name:Kao Chen Tsai

Father’s Name: Kao Wen Fu

Nationality: Taiwanese

Address: 4-FL-1,250, Sec-4, Chung Hsiau, E, Rd. Taipei, Taiwan

Having two years’ experience as an executive director of Shepherd Yarn Ltd. which has been merged with Shepherd Industries
Ltd.and also acting role as chairman of Ever Priority Ltd.He has a vast experience in textile and dyeing field of its manufacturing
as well as marketing. He is very energetic, enthusiastic and young entrepreneur. Company will be enriched by his know-how
opinion in the field of production as well as marketing of the products.

COMPANY SECRETORY, CFO & INTERNAL AUDITOR

As per Corporate Governance Code of BSEC, the Company has allocated the responsibilities as follows:
Company Secretary :Mohammed Abu Zafar

Chief Financial Officer :Md. Ataur Rahman

Head of Internal Auditor :Ms. Shahnaz Akhter
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AUDIT COMMITTEE

The Audit Committee, as a sub-committee of the Board, has been constituted with three Directors,one of whom is an Independ-
ent Director and others are non-executive director. The Company Secretary acts as Secretary to the Audit Committee. The
Committee assists the Board in ensuring that the financial statements reflect a true and fair view of the state of affairs of the
Company. Audit Committee is responsible to the Board of Directors and its roles and responsibilities are clearly set forth.

Audit Committee has been formed as follows:

Mr. Md. Monzur Alam Khan : Chairman
Mr.Yang Ming Te : Member
Director (Representative of Eternal Flame Int’l Co.Inc.)

Mr.Kao Wen Tsai : Member
Director (Representative of Ever Priority Ltd.)

Mohammed Abu Zafar : Secretary

NRC Committee
Committee has been constituted as follows:

Mr.Kao Wen Fu, Managing Director : Chairman
Md. Ataur Rahman, CFO : Member
Md. Abdul Mannan, DMD : Member
Mr.Md. Monzur Alam Khan, Independent Director : Member
Mohammed Abu Zafar, Company Secretary : Secretary

We will reform the above Committee within the stipulated time as per The Bangladesh Securities and Exchange Commissions’
Notification No.BSEC/CMRRCD/ 2006-158/207/Admin/80 dated June 03,2018.

AUDITORS

As per The Bangladesh Securities and Exchange Commissions’ Notification No. BSEC/CMRRCD/ 2006-158/208/Admin/81 dated
June 20, 2018, tenure of the existing statutory auditors of the company Mahfel Huq & Co., Chartered Accountants has been
expired. Ata Khan & Co., Chartered Accountants expressed their interest to be appointed as statutory auditors of the company
for the year ended on June 30,2019.

Aftab Ahmed & Co., Chartered Accountants expressed their interest to report and provide certificate on compliance of Corpo-
rate Governance Code for year ended on June 30,2019 as per Clause 9(2) of The Bangladesh Securities and Exchange Commis-
sions’ Notification No. BSEC/CMRRCD/ 2006-158/207/Admin/80 dated June 03,2018

ACKNOWLEDGEMENT

On behalf of the Board of Directors, | take this opportunity to thank all our shareholders wholehearted cooperation and active
support in assisting me and the Board of Directors to effectively discharge our duties during the year under review. We would
also like to express our gratitude to the Bangladesh Securities and Exchange Commission, Dhaka Stock Exchange, Chittagong
Stock Exchange, RJSC and other business associates for their valuable suggestions, continuous support and cooperation
extended to the company.We would also like to thank our Auditor, Mahfel Huq & Co., Chartered Accountants for their efforts for
timely completion of the audit. We would like to express our gratitude to our bankers, customers and suppliers for providing all
the necessary and timely support to enable and enhance our growth and profitability. Lastly, we would like to express our
deepest appreciation for the services and the loyalty of all our executives, officers and employees of the company at all levels,
without whom it would have been impossible to have delivered such a solid performance.

I now request the valued shareholders to kindly accept and approve the Auditors’ Report, Annual Audited Accounts 2017-2018
and the Directors Report placed before you.

Thanking you,

For and on behalf of the Board of Directors

815

Chung Wen Kuei
Chairman
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Management's
Discussion and
Analysis by CEO/MD

A

It is an immense pleasure for me to welcome all of you to 17th Annual General Meeting of Shepherd Industries Ltd. and to
present a brief discussion and analysis over the financial statements of the year ended on June 30,2018 as well as the compara-
tive analysis of previous year’s financial results.

a) We have prepared the financial statements in accordance with International Accounting Standards (IAS) and International
Financial Reporting Standards (IFRS) as adopted in Bangladesh, The Companies Act 1994, The Income Tax Rules 1984,
TheBangladesh Securities and Exchange Rules 1987 and other applicable laws and regulations and for such internal
control as managements desire.

b) During the reporting period, there is any changes haven't been occurred that effect on the financial performance or result
and financial position.

c) During the reporting year EPS increased to Tk.1.15 which was Tk.1.03 in last year because of sales increased by Tk. 18.84
crore, NOCFPS increased to Tk.4.65 which was Tk. (6.00) last year and NAV decreased to Tk17.83 than Tk.18.34 last year due
to number of shares have been increased by issuing bonus shares. Preceding five year’s financial performance or result and
financial position as follows:

Operational 30June 2018 30June 2017 | 30June 2016 31 March 2016 31March 2015
Result/Position (Three Months) (Three Months)
Basic Earnings per Share 1.15 1.03 0.46 4.17 13.59
Net Operating Cash Flow per Share 4,65 (6.00) 0.08 1.49 (178.19)
Net Asset Value per Share 17.83 18.34 18.70 18.56 1,061.69

d)

Shepherd industries Ltd. engaged mainly in sweater yarn dyeing and garments washing activities. Raw yarn, dyes and
chemicals’ price in the international market is always uneven on the other hand finished good’s price is very competitive.
Using technology-based machineries, skilled work force and efficient management we have improved our performance
compare to the last years and compare to the other industries in this sector our sales, earning and other indicators regard-
ing financial performance is very consistent. We believe, our growth rate is very steady and it remain unchanged in the
future.
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Readymade Garments (RMG) Industry sector has witnessed a steady growth over the years and it has become a largest export
earning sector in Bangladesh. At present Bangladesh is the 3rd largest RMG export country in the world that generating
80% of export earnings and contributing more than 10% to national GDP. This sector employed near about 6 million
people where 80% of them are female. Now a days “Made in Bangladesh” is create a position as an international brand
image.Due to the geographic advantage and lower labor cost is the main attraction for the many international brands but
the labor cost in Bangladesh has been increasing rapidly and this trend may be continued for the next few years.

Shepherd Industries Ltd. is a 100% deemed exporter of sweater yarn and washing of exportable RMG (denims). In the
competitive landscape of the apparel and sweater manufacturing industries; negotiation, price, quality and timely delivery

of commodities are very important which affect the customers’sourcing strategy and direction and which create challenge
for us.We always monitor and adjust the customers’ diversity of strategy to remain in competition.

Already explained the risk and concerned mitigation plans of the company in financial statements’ note no.3.01 to 3.06
Our washing plant is under construction and LC has been opened for importing machineries for washing plant which will
be arrived within the beginning of the next year. After launching the washing project, a significant contribution will be
added which will be reflected in the next financial statements.

Dear shareholder, synchronizing with international market demand we are going to renovate/replace highly technology-
based machineries and setting up a modern and compliance washing plant during this year. We hope that from this year
and towards we will be able to achieve our optimum goal.

| embrace your support and seek your co-operation by all means for a brighter future for all.

Thanking you.

Regards

Q’@
Kao Wen Fu
Managing Director

Shepherd Industries Limited | 18
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Audit Committee Report
For the year ended 30th June 2018

The Board of Directors of Shepherd Industries Limited has constituted an Audit Committee according to the conditions of
Bangladesh Securities and Exchange Commission’s (BSEC) guidelines which is appended at the Compliance Report enclosed
with the Directors’ Report. The committee comprises of Mr. Kao Wen Fu, Managing Director, Mr. Chung Wen kuei, Chairman of
the Company and Md. Monzur Alam Khan, independent director and chairman of the Committee. Mohammed Abu Zafar,
Company Secretary functions as the Secretary of the Committee.The Audit Committee is appointed by the Board. All members
of the Audit Committee are financially literate and are able to analyze and interpret financial statements of effectively discharge
their duties and responsibilities as members of the Audit Committee.

Purpose of Audit Committee

The role of the Audit Committee is to monitor the integrity of the financial statements of the Company and review and when
appropriate, make recommendations to the Board on business risks, internal controls and compliance.The Committee satisfies
itself, by means of suitable steps and appropriate information, that proper and satisfactory internal control systems are in place
to identify and contain business risks and that the company’s business is conducted in a proper and economically sound
manner.The key responsibilities of the Audit Committee include:

* Monitor the integrity of the financial reporting process ensuring compliance to accounting policies, standards and principles.
* Monitor internal control and business risk management process.

» Monitor and review the effectiveness of external auditors.

« Oversee hiring and performance of external auditors.

« Other matters as per term of reference and Audit Committee.

Authority

The Audit Committee is authorized by the Board to review and activity within the business as per terms of reference. It is author-
ized to seek any information it requires from and require the attendance at any of its meetings of any Director or member of
management and all employees are expected to co-operative with any request made by the Committee.

The Committee is also authorized to have information and advice from the Company Legal Advisor, Tax Consultant and
Statutory Auditor if required.The terms of reference of Audit Committee may be amended from time to time as required for the
business in line with BSEC notifications subject to approval by the Board.

Meeting Attendance
The Audit Committee met 4 (four) times during the year 30 June 2018. All the members were present in all meetings of the
Committee. The details of attendance of each member at the Audit Committee meetings during the year 30 June 2018 are as

follows:
Name of Members Held Attend %
Md. Monzur Alam Khan, Chairman 4 4 100
Yang Ming Te, Director 4 4 100
Lin Shu Huei, Director 4 4 100
Mohammed Abu Zafar, Secretary 4 4 100

Summary of Activities 2017-2018
The Committee carried out its duties in accordance with the terms of reference of the Audit Committee. During the year 30 June
2018.The Audit Committee carried out the following activities:

1. Financial Reporting
Reviewed the quarterly and annual audited financial statements of the Company with the CFO and MD, focusing particularly
on significant changes to accounting policies and practices, adjustments arising from the audits, compliance with account-
ing standards and other legal requirements before recommending them to the Board for approval.
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2. Internal Audit
a. Reviewed internal audit reports and corresponding actions to improve controls as agreed by management.

b.Reviewed status reports of internal audit to ensure that appropriate actions had been taken to implement the audit

recommendations.

3. External Audit
a. Reviewed with the external auditors the Company’s Statement of Control before recommending the same for inclusion in
the Company’s Annual Report of 2018.

b.Reviewed the finding arising from audits particularly the comments and recommendations in management letter.

c. Reviewed the external auditors’ audit plan including its nature and scope, audit report, evaluation of internal controls and
coordination of the external auditors.

( ammed Abu Zafar) (Md. MonzurAlam Khan)
Secretary, Audit Committee Chairman, Audit Committee
Company Secretary
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Annexure-A
[As per condition No. 1(5)(xxvi)]

Shepherd Industries Limited
MD & CFO’s Declaration

The Board of Directors
Shepherd Industries Limited
House#24, Road#04, Sector#04
Uttara, Dhaka-1230

Subject: Declaration on Financial Statements for the year ended on 30 June 2018.

Dear Sirs,

Pursuant to the condition No. 1(5)(xxvi) imposed vide the Commission’s Notification No. BSEC/CMRRCD/2006-
158/207/Admin/80 Dated 03 June 2018 under section 2CC of the Securities and Exchange Ordinance, 1969, we do hereby
declare that:

(1)  The Financial Statements of Shepherd Industries Limited for the year ended on 30 June 2018 have been prepared in compliance
with International Accounting Standards (IAS) or International Financial Reporting Standards (IFRS), as applicable in the
Bangladesh and any departure there-from has been adequately disclosed;

(2)  The estimates and judgments related to the financial statements were made on a prudent and reasonable basis, in order
for the financial statements to reveal a true and fair view;

(3)  The form and substance of transactions and the Company’s state of affairs reasonably and fairly presented in its financial
statements;

(4)  To ensure above, the Company has taken proper and adequate care in installing a system of internal control and accounting
records;

(5)  Ourinternal auditors have conducted periodic audits to provide reasonable assurance that the established policies and
procedures of the Company were consistently followed; and

(6) The management’s use of the going concern basis of accounting in preparing the financial statements is appropriate and
there exists no material uncertainty related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern.

In this regard, we also certify that:
i) We have reviewed the financial statements for the year ended on 30 June 2018 and that to the best of our knowledge
and belief:

a) these statements do not contain any materially untrue statement or omit any material fact or contain statements that
might be misleading;

b) these statements together present a true and fair view of the Company’s affairs and are in compliance with existing
accounting standards and applicable laws.

ii)  There are, to the best of knowledge and belief, no transactions entered into by the Company during the year which are
fraudulent, illegal or violation of the Company’s code of conduct for the company’s Board of Directors or its members.

Sincerely yours,

204

Kao Wen Fu Ataur Rahman
Managing Director Chief Financial Officer (CFO)
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AFTAB AHMED & CO.
Chartered Accountants

Annexure - B

[Certificate as per condition No. 1(5)(xxvii)]

Report to the Shareholders of Shepherd Industries Limited
On compliance on Corporate Governance Issues

We have examined the compliance status to the Corporate Governance Codes by Shepherd Industries Limited for the year
ended on 30 June 2018.These codes relate to the Notification No.BSEC/CMRRCD/2006-158/207/Admin/80 Dated 03 June 2018
of the Bangladesh Securities and Exchange Commission (BSEC).

Such compliance with the Corporate Governance Codes is the responsibility of the Company. Our examination was limited to
the procedures and implementation thereof as adopted by the Management in ensuring compliance to the conditions of the
Corporate Governance Codes.

This is a scrutiny and verification and an independent audit on compliance of the conditions of the Corporate Governance
Codes as well as the provisions of relevant Bangladesh Secretarial Standards (BSS) as adopted by Institute of Chartered Secre-
taries of Bangladesh (ICSB) in so far as those standards are not inconsistent with any condition of this Corporate Governance
Codes.

We state that we have obtained all the information and explanations which we have required, and after due scrutiny and
verification thereof, we report that, in our opinion:

(@) The Company has complied with the conditions of the Corporate Governance Codes as stipulated in the above-mentioned
Corporate Governance Codes issued by the Commission;

(b) The company has complied with the provisions of the relevant Bangladesh Secretarial Standards (BSS) as adopted by
the Institute of Chartered Secretaries of Bangladesh (ICSB)as required by this Codes;

(c) Proper books and records have been kept by the company as required under the Companies Act, 1994, the securities
law and other relevant; and

(d) The Governance of the company is satisfactory.

g/ Q (Lo -

Place: Dhaka For, Aftab Ahmed & CO.

Dated: 24 October, 2018 Chartered Accountants,
Abu Sayeed Ahmed, FCA,
Partner.

96/G (1st Floor), Green Road, Panthapath, Dhaka-1205
Phone: 88-02-964 1383, E-mail : aftab.co1963@gmail.com
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Annexure-C
[As per condition No. 1(5) (xxvii)]

Reporting and Compliance of Corporate Governance

Status of compliance with the conditions imposed by the Commission’s Notification No. SEC/
CMRRCD/ 2006-158/207/Admin/80, dated 3 June 2018 issued under section 2CC of the Securities and Exchange Ordinance,
1969:

(Report under Condition No.9)

Compliance Status

(Put v'in the
Condition Title Appropriate Column) FemEie
No. . Not (if any)
Complied Complied
1(1) Board of Directors.
Size of the Board of Directors
The total number of members of a company’s Board of v
Directors (hereinafter referred to as “Board”) shall not be less
than 5 (five) and more than 20 (twenty).
1(2) (a) Independent Directors The Board of
All companies shall have effective Directors are

representation of independent directors on their
Boards, so that the Board, as a group, includes core
competencies considered relevant in the context of each v
company; for this purpose, the companies shall comply
with the following:

At least one- fifth (1/5) of the total number of directors in
the company’s Board shall be independent
directors; any fraction shall be considered to the next
integer or whole number for calculating number of
independent director(s);

comprised of 5
(five) Directors
including 1 (one)
Independent
Director.

1(2)(b)(i) For the purpose of this clause “independent director” means
a director who either does not hold any share in the v
company or holds less than one percent (1%) shares of the
total paid-up shares of the company;

1(2)(b)(ii) whois not a sponsor of the company or is not connected with
the company’s any sponsor or director or nominated director or
shareholder of the company or any of its associates, sister
concerns, subsidiaries and parents or holding entities who
holds one percent (1%) or more shares of the total paid-up
shares of the company on the basis of family relationship and 4
his or her family members also shall not hold above
mentioned shares in the company:

Provided that spouse, son, daughter, father, mother, brother,
sister, son-in-law and daughter-in-law shall be considered as
family members;

1(2)(b)(iii) | who has not been an executive of the company in

v
immediately preceding 2 (two) financial years;
1(2)(b)(iv) | who does not have any other relationship, whether
pecuniary or otherwise, with the company or its subsidiary v
or associated companies;
1(2)(b)(v) | who is not a member or TREC (Trading Right Entitlement v

Certificate) holder, director or officer of any stock exchange;

1(2)(b)(vi) | who is not a shareholder, director excepting independent
director or officer of any member or TREC holder of v
stock exchange or anintermediary of the capital market;
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Condition
No.

Title

Compliance Status
(Put v in the
Appropriate Column)

Complied

Not
Complied

Remarks
(ifany)

1(2)(b)(vii)

who is not a partner or an executive or was not a partner or
an executive during the preceding 3 (three) years of the
concerned company’s statutory audit rm or audit rm
engaged in internal audit services or audit firm conducting
special audit or professional certifying compliance of this Code;

1(2)(b)(viii)

who is not independent director in more than 5 (five) listed
companies;

1(2)(b)(ix)

who has not been convicted by a court of competent
jurisdiction as a defaulter in payment of any loan or any
advance to a bank or a Non-Bank Financial Institution (NBFI);
and

who has not been convicted for a criminal offence
involving moral turpitude;

The independent director(s) shall be appointed by the Board
and approved by the shareholders in the Annual General
Meeting (AGM);

The post of independent director(s) cannot remain vacant for
more than 90 (ninety) days; and

The tenure of office of an independent director shall be for
a period of 3 (three) years, which may be extended for 1
(one) tenure only:

Provided that a former independent director may be
considered for reappointment for another tenure after a time
gap of one tenure, ie., three years from his or her
completion of consecutive two tenures [i.e. six years]:
Provided further that the independent director shall not be
subject to retirement by rotation as per the Tt =18+,
Son8 (S558 CTA SvR WI&) Companies Act, 1994).
Explanation: For the purpose of counting tenure or term
of independent director any partial term of tenure shall
be deemed to be afull tenure.

Qualification of Independent Director

Independent director shall be a knowledgeable individual
with integrity who is able to ensure compliance
with financial laws, regulatory requirementsand corporate
laws and can make meaningful contribution to the business;

Independent director shall have
following qualifications:

Business Leader who is or was a promoter or director of an
unlisted company having minimum paid-up capital of Tk.
100.00 million or any listed company or a member of any
national or international chamber of commerce or business

association; or

1(3)(b)(if)

Corporate Leader who is or was a top-level executive
not lower than Chief Executive Officer or Managin
Director or Deputy Managing Director or Chief Financia
Officer or Head of Finance or Accounts or Company
Secretary or Head of Internal Audit and Compliance or
Head of Legal Service or a candidate with equivalent
position of an unlisted company having minimum paid-up
capital of Tk. 100.00 million or of a listed company; or
ExBIanatlon: Top level executive includes Managing Director
MD) or Chief Executive Officer %)EO& Additional or DePuty
anaging DirectorﬂAMD or DMD), Chief Operating Officer
COO), Chief Financial Officer (CFO), Company Secretary (CS},
ead of Internal Audit and Compliance (HIAC), Head o
Administration and Human Resources or equivalent

Fositions and same level or ranked or salaried officials of
he company.
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