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Rahman Rahman Hug
Chartered Accountants

Auditors’ Report
to the Shareholders of
Marico Bangladesh Limited

We have uudited the accompanying consolidated balance sheet of Marico Bangladesh Limited and its
subsidiary as of 30 September 2006 and the related profit and loss account, statement of changes in
sharcholders' equity and cash flow statement for the year then ended. The preparation of these
financial statements is the responsibility of the company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Bangladesh Standards on Auditing. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstaterment. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial staternents, An audit alse includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
{lie overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements, prepared in accordance with Bangladesh Accounting
Standards, give a true and fair view of the state of the company and its subsidiary as of 30 September
2006 and of the results of its operations and cash flow for the year then ended and comply with the
Companies Act 1994 and other applicable laws and regulations.

We also report that:

a) we have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purpose of our audit and made due verification thereof;

b i our opinion, proper books of account as required by law have been kept by the group so far
as it appeared from our examination of those books; and

&) the company’s as well as the group's balance sheet and profit and loss account dealt with by
the report are in agreement with the books of account. o

L,(,_—.P—Sv

Dhuka, 2 November 2006
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Chartered Accountants

Marico Bangladesh Limited

Consolidated balance sheet as at 30 September 2006

Sources of funds

Shareholders equity:
Equiky attributable Lo grovp
compurty sharcholders;
Shitre capital
Proposed dividend
Tax holiday reserve
Unappropriste profil
Tl

Application of funds

Property, plant and equipment
Cosl
Less: Accumulated depreciation

Assel under construction
Intangible assel
{Other assels

Current assels:
Iventories

Goods in transit

Accrued interest

Trade debtors

Advgnees and deposits
Cash and cush equivalents
Testal current assels

Less: Current liabilities:
Shoet term finance
Linbility for capenses
Linhility for goods
Provision for income Lax
Trade creditors

ﬂﬁtcs

B3

L

L - < |

10
11

Payable o holding company

{Oither liabilities
Total current Habiliies
Net curront assels
Total

The accompanying notes | fo 4

| }irc\c{nr

Dhaka, 2 November 2006

Qg

10,000,000 10,000,000
11,100,000 e
182,480,710 138,136,457
248,696,791 189,531,614
452,277,501 337 668,071
123,841,534 37,776,378
23,104,576 14,664,478
98,736,058 23,111,900
140,000,000 :
19,787,153 7,019,911
100,791,661 62,291,667
58,7 14,046 TITTT
26,105,830 23,212,619
4,833,257 3,605,925
146,466,708 49,691,905
96,811,300 121,984,811
216,435,171 197,156,008
549,366,312 403,028,445
240,777,049 5
134,484,521 65,054,502
48,707,037 48,594,012
931,283 268,932
18275373 14,399,204
: 23,212,619
1,028,422 6,254,403
446,404,585 157,783,852
102,961,727 245,244,593
432,277,501 337,668,071

i an infegral part of these financial stalements.

)
Director

As per our separate report of even dale.

b Auditors

=t




(o 2
Rahman Rahman Huq
Chartersd Accountants

Marice Bangladesh Limited

Consolidated profit and loss account
for the year ended 30 September 2006

Motes 2006 2005

Turnover 1,225.150,825 828,207 984
Cost of sales 14 (842 670,626) (550,487 448)
Giross profit 382,480,199 277,810,536
General and adminislralion expenses i5 (BT7.997 331) {49,913,083)
Selling and distribution expenses 16 (154 464 730) (70,531,635)
Net profit before interest expense 140,017,912 157,365,218
Interest expense (27,063,956) -
Net profit after interest expense 112,953,956 157,365,218
Oher income 18,294,544 O 710,704
Net profit before taxation 131,243,500 167,075,922
Tax expenses (16,639,070) (4,460,017}
Net profit after taxation 114,609,430 162,615.905
Tax holiday reserve {4,344 253) (62,179 648}
Interim dividend including dividend distribution Lax . {41,250, 000%
Proposed dividend {11, 100,000) -
Profit brought forward g 189,531,614 130,345,357
Profit carried forward to the balance sheet 24853&?9[ 189 531,614

The accompanying notes 1 to 16 form an integral part af these financial statements.

gl

.wi e
Dirdctor Director

As per our separate report of even date.

@

Dhaka, 2 November 2006 B4 Auditors



Rahman Rahman Huqg

Chartered Accountants

Marico Bangladesh Limited

Consolidated statement of changes in sharcholders' equity
for the yvear ended 30 September 2006

Balance at M September 2004

Net prafit afler tax For the year 2003
Transferred Lo tax holiday reserve
Propased dividend ineluding
dividend distribulion tax

Dividend paid

Balance at M September 2005

Net profil after Lax for the year 2006
Transferred to tax holiday reserve
Proposed dividend

Balance at 30 Seplember 2o

Share Tax holiday Propased Unappropriated
capital IEserve dividend profit Total
10,000,000 75,956,809 - 130,345,357 216,302,166
- - 162615905 162,615,905
62,179,648 - (62,179.648) -
- - 41,250,000 (41,250 000 -
- - (41,250,000} - {41,250,000)
10,000,000 138,136,457 - 189,531 614 337668071
. - 14,600,430 114,609,430
- 44,344,253 . (44, 344,253) .
- - il.lﬂﬂ:ﬂﬂﬂ (11, 1,000} -
10,000,000 82,4807 10 11,100,000 248 696,791 45227750
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Rahman Rahman Hug
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Marico Bangladesh Limited

Cash flow statement
for the year ended 3 Seplember 2006

2006 2005
Caush flows Irom operating activities

Met profat after Lax 114,609,430 162,615,903
Add, Depreciation 10,440 098 8,748 983

Dieferred expenses write off 11,500,006 -

Amortisation of brand rights 2,232,756 “
24,172,860 8,748 985
138,782,290 171,364,290

Changes in working capital;

Current liabilities increase/{decrease) 288.620.733 29,673,003

Current assets (increase)/decrease (127,058,704} (43,461,332
Net cash generated from operating activities 300,344,319 157,576,561
Cash flows from investing aetivities
Acquisition of {ixed assets (86,065,156) (9072621
Agsels under conslruction {130, 000,000 -
Acquisition of intangible assets (15,000,000) (7,325,125
Investment in Marks & Allys Lid. support conlract (50,000,000) (65,000,000}
Net cash generatedi{used) from tivestiig deiivities (281.065,156) {82.297.740)
Cash flows from financing activitivs
Interim dividend paid including dividend distribution tax - {41,250, (:00)
Net cash generated/{used) from finuncing activities - (41,250,004
Net inereased in cash and cash equivalents (A+B+C) 19,279,163 34,028,815
Opening cash and cash equivalents 197,156,008 163,127,143

Clasing cash and cash equivalents (D+1)

216,435,171
e

197 156,008
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Rahman Rahman Hug
Chartered Accountants

Marico Bangladesh Limited

Consolidated notes to the financial statements
for the vear ended 30 September 2006

Basis of conselidation

These consolidated financial statements have been prepared in accordance with BAS 27, In respect af
the subsidiary undertaking, audited financial statements for the year ended 30 September 2006 have
been used to draw up these financial statements.

Subsidiary:

Subsidiary is an entity controlled by the parent company. Control exists when the parent company has
the power to govern the financial and operaling policies of an enlity so as to obtain henefits from ils
activities.

Transactions eliminated on conselidation:

Intra-group balances, and any unrealised income and expenses arising from intra-group {ragsacions,
have been eliminated while preparing the consolidated financial statements. Unrealised gains arising
from transactions with equity accounted inveslees have been eliminated against the investment 1o the
gxtent of the parent company's interest i the investee, Unrealised losses were eliminated in the same
way as unrealised gains, but only 1o the exlent that there was no evidence of impairment,



Rahman Rahman Huqg
Chartered Accountants

2. Property, plant and equipment

Cnst Deprecintion el ook vilue
s ) Aulidition As Al 30 An ot Charge:d s ot 30 A at 3) Jus ol 3

1 Oatober dueiug Seplemiber 1 Cetober far Septemiber § Septanher | Septensher
I"articulnra 20615 the yon 200K 2005 the year 2006 2000 20005
Ploat s machinery 12,5991 D9E f1 445511 Q4436609 386431 5765619 9752050  B4.684.559 0004, 667
Factory cuyuipisent 4,563, 144 115049 40TH 103 2,748 374 384678 3333056 1,645,137 2,114,766
Meloulds 2050, 544 TARTO0 4,715,248 1045502 BI3770 1399672 2819576 2504646
Faglary butlding LLE32.060 - L B3 147 464 AL ATs 448,942 1,384,050 1,683,570
Labaratory equipiicit B 17,600 - B17.000 U, O 238.201) GI9.080 158,511 46,8101
CHlice equipments LB21 612 328,318 2,148,930 323 6E4 230790 1154474 05456 TSR
Cors and jeeps S 430,657 1239000 6,368,657 220,847 LEILLTS. 3840022 2529635 2ADLALD
Wans T91,350 = 791,350 92,324 158,270 250,554 540,756 699,026
Computers 23279 1,334,293 3ATET2 1,160,735 501,483 1,752,214 1,725,354 087 544
Furniture 2,623,929 402370 3226,299 1,257 433 421,721 1,679,154 1,547,045 1,566,455
Fixtuges 97171 Iaddt5 241,586 17,2064 1330 44,504 236,402 TU 0T
Relrigerstor,
witer codilers AT2.950 287,500 Ta,450 T25.217 LR 320,711 439,730 247,733

AL Al Septerpher 2006 31T AT B,005, 150 123,541 534 14664478 10440,098 25 104,576 GE.736958 23111900
=i ——————————— e

AL A Septermber 2005 27.803,157

FOTEHLL ITTIGATE A5 0130 S 735438 146684TR  2R111.900

Deprecistion has been alloeated as follows:
AR
Manulacturing 7.395:167
Administration 3,044,931
10,440,094
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Asset under construction

2006 2003

Machinery purchased from Aromatic Cosmetics Lid 195,000,000 -
Cost of setup 2232683 -
Cost of acquisition 5,161,250 -
202,393,833 5

Less: Transferred 1o (ixed nssels 72,393,933 -

130,000,000 -
[—————————
Above assels remain yet Lo be installed for commercial production as at balance sheet date.
Intangible Asset

Marico Bangladesh Lid., through an agreement dated 25 April 2005 with Marks & Allys Limited, paid
Tk. 5,000,000 for acquiring the intellectual property right and copyright of "Camelia"and "Magnalia®
soaps. Thk. 15,000,000 had also been paid for acquiring the intellectual property right and copyright of
*Aromatic' brand soap vide an agreement dated 7 October 20035 with Aromatic Cosmetics Limited. The
total cost is being amartized over a period of 10 years

Marks & Allys Limited:

Intellectunl property right 2,500,000 2,500,000
Copy right 2,500,000 2 500,000
5,000,000 5,000,600
Aromatic Cosmeties Limited:
Inteliectual property right 7,500,000 -
Copy right 7,500,000 -
15,000,000 -
Incidental to capital expenditure 2.325.125 25335125
Tuatal cost o s e T B £ R B
Less: Amortisation 2537570 305214
Met value 19,787,155 7.019.911

Other Assets
These represent a sum of Tk, 65,000,000 paid 1o Marks & Allys Limited and Tk 50,000,000 paid o

Aromatic Cosmetic Limited in respect of business and commercial support contract, covering the period
of 10 years, executed on 25 April 2005 and 7 October 2005 respectively.

Deferred expenditure:

Miirks & Allys Limited 6:5,000,000 65,000,000
Aromatic Cosmetics Limited 50,000, 000 -

Total deflered expenditure 115,000,000 65,000,000
Less; Amorlised 14,208,339 2.708,333

100,791,661

62,291,667
e



Rahman Rahman Hug
Chartered Accountants

Inventories

Raw materials
Facking materiuls
Finished goods

Trade debtors

Kollol Limited
Oithers

All above deblors balances are below six months,

Advances and deposits

Advances:
Ethical Drugs Lid.
For goods
Loan to Marks & Allys Lid,
Loan to employee
Fuor services

Dt'f:'n.‘tff.\'.'
VAT current accourl
Supplementary duly
Security deposil

(Cash and cash equivalents
Cash on hand

Fixed deposit with:
State Bank of Tndia
Standard Charlered Bank, Dhaka

Cash at banks;
Citibank M A,
Standard Chartered Bank, Dhaka

33,100,924
21,220,157
4,392 965

1,155,920
5921251

58,714,046
—_—

144,515,493
1,951,215

THT1ET
—_—

46,991 903

146 466,708
e

49,991 905

34,730,694 34,730,694
8,814,092 22,754,991
20,000,000 20,000,000
63,000 -

25,582,326 34 826,708
89,192,112 112,312,453
4,001,856 5,522 066
306,135 306,183
3,221,147 4,844 107
7.619 188 9,672,338

96,811,300
f———————————

121,984 811

153,115 200,420
166, 100,000 91,012,599
- 46,964,484

166, 100,000 137,977,083
48,603 625 7,593,165

[ 488 428 50,785,340
50,182,056 58,378 505

216,435,171
———

197,156,008
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Short term finance

2006 2005
Short term loan:
Cinbank N.A ., Dhaka 200,000,000 -
Bank overdralt:
Citibank N.A. Dhaka 37.157.701 -
Standard Chartered Bank, Dhaka 3,620,248 -
40,777 949 -
240,777,949

—————

Citibank N.A.

a) Limil

Total aggregate limit of short term loan and bank overdraft is Tk 300 million. The short term loan, Laken
on 4 October 2008, is repayable within 360 days,

b} Nature of security (Short term loan and bank overdraft):

1} Demand promissory note and letter of continuity for Tk 300 million.
2} First priorily pari-passu charge (registered hypothecation) with other lender over the slocks and
book debts of the company,

¢) Rate of inlerest:

Short term loan:  Concessional and competitive rates 1o be offered at the time of charging of interest
which is cumently 1L75%

Ovwerdrafl: 11.25% p.a. or such other or higher rale to be fixed or charged by the bank from
titne Lo lime.

Standard Chartered Bank:

i) Limit;

Against a limit of Tk 115 million, the company is enjoying an overdralt facility of Tk 3.62 million,

) Mature of securily:

1} Demand promissory note and letler of continuity for Tk 120 million each.
2} Registered hypothecation over stocks and book debls for Tk 120 million.

¢} Rate of inlerest:

Interest will be charged quarterty at the rate determined by the Standard Chartered Bank from tme to
time within the guidelines of Bangladesh Bank. (Current rate is 11%).

10
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Rahman Rahman Huq
Chartered Accountants

Liability for expenses

Business promotion expenses
Advertisemenl expenses
Leakage and damage
Raoyalty

Audit fees

Leave encashment
Travel payment
Credilors for services
Capital purchase

Salary payable

Price difference
Creditors for supplies
Other expenses

Provision for income tax

Opening balance
Add: Provision [or current taxation

Less: Pravision adjusted

Tax paid us 64 /74
Tax deducted al source

Otiher liahilities

VAT deducted al source
VAT Payable
Tax deducted Iram suppliers' bills

Cost of sales

Raw malerials consurmption

Purchases of finished goods

Add: Factory overheand
Exchange loss
Carriage inward

11

2006 2005
48,647,359 21,758,079
27.971,752 14,314 000
13,144,140 0,375,568
11,409,535 6,968,115

361,250 450,000

350,000 350,000

= 26912
14,374,352 7,797, 624
361,655 SR}
47,020 6,750

: 473,177
9,670,040 629,297
8147 418 2,004,570

134 484 521 635,054,592

268,932 351,546
16,639 070 6,307,230
16,908,002 6,668,776

- 1,847,213
16,908 002 4,821,563
11,873,330 386,440
4,103,389 4 166,182
15,976,714 4 552,631
931283 268032
- 100,125
841,800 295977
2.386.522 5,858,301
3,228 422 6,254,403
357,232,030 415298 434
2606, 646,330 120,871,279
15,757,872 8,643 531
2,500,232 5,450,447

134,162 217,157

18,792,266 14,317,735

842,670,626
e e

550,487 448
e
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Rahman Rahman Hug

Chartered Accountants

General and administration expenses

Salaries and allowances
Director’s rermuneration
Rent

Professional charges
Security charges

Legal charges

Domation

Repair and maintenance
Communication expenses
Entertainment

Frinting and stationery
Vehicle running expenses
Travelling and conveyance
Audit fees

Recruitment expenses
Insurance premivm

Books and periodicals
Deferred expenses wrilten off
Bank charges

Fooding and lodgng

Staff welfire expenses
Conlerence and training expenses
Electricity mud gas charges
Amortisation of brand rights
Royally

Depreciation

Selling and distribution expenses

Business promation expenses
Advertisement

Mearket research expenses
Leakage and damages

2006
Taka

33,954,194
293,337
1,179,740
3,680,835
906,499
1,782,239
2,084,935
2,842,569
51,443
732,165
4,408,102
8,749,556
630,000
340,058
1,648,085
43,482
11,500,006
298,331
2,123,934
708,274
320,659
2,232.757
4,441,420
3 044,931

2005
Taka

21,079,917
320,004
836,750

1,076,638
687,878
1,958,659
760
1,241,729
2,052,143
278,576
525,958
2,150,815
2,802,849
233,050
73,800
277,874
43,440
2,708,333
131,311
521,305
1,403,270
743,082
263,149
305,214
3,395 855
2,201,324

87,997,551
—_——

06,208,700
B1,685210
2,802,245
3,768,572

49,913,683
— ]

33,602,035
20473417
3,137,030
4,319,133

154,464,736
E—————

12

70,531,635
—_——



Rahman Rahman Hug
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Auditors’ Report
to the Shareholders of
Marico Bangladesh Limited

We have audited the sccompanying balunce sheet of Muarico Bangladesh Limited as of 30 September
2006 and the related profit and loss account, cash flow staterent and the statement of changes in
equity for the year then ended. The preparation of these financial statements is the responsibility of
the company’s management. Our responsibility 15 to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with Bungladesh Standards on Auditing. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for
ol opinion,

In our opinion, the financial statements, prepared in accordance with Bangladesh Accounting
Standards, give a true and fuir view of the state of the company’s affairs as of 30 September 2006
and of the results of its operations and cash flow for the year then ended and comply with the
Companies Act 1994 and other applicable laws and regulations.

We alzo report that:

i) we have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purpose of our audit and made due venfication thereof;

b in our opinion, proper books of sccount us required by law have been kept by the company o
far as it appeared from our examination of those books; and

c) the company’s balance sheet and profit and loss account dealt with by the report are in

agreement with the books of account. |

“’“Lj,ﬁﬁﬁ\

Dhaka, 2 November 2006

13
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Marico Bangladesh Limited

Balance sheet as at 30 September 2006

Sources of funds

Sharcholders equity:
Shiwre capital

Tux holiday reserve
Proposed dividend
Accurnulated profit
Total

Agpplication of funds

Property, plant and equipment
Cost
Less:  Accumulated depreciation

Asset under construction
Intangible assels

Other assets

Investment in subsidiary

Current assets:
Inventories

Goods in transit

Accrued interest

Trade deblors

Advances and deposits
Cash and cash equivalents
Total current aysers

Less:  Current liabilities:
Short term finance
Liability for expenses
Liabality for goods
Prowvision for income Lax
Loan from subsidiary
Payable to holding carmparty
Other liabililies

Toral curvent fabilities

Net eurrent assefs

Total

The accompanying notes 1 1o 235

Dirétior

Dhaka, 2 November 2006

MNoles

1

12

13

14
15
I

1

(W

10,000,000
182 480,710
11,100,000
216,981,876

—1 |e
EED
[

10,000,000
138,136 457

170,049,420

420,562,586

418,185,877
i

118,311,911 47,420,978
24,523,585 14,595,557
§3, 788,326 72,825,421

130,000,000 :
19,787,155 7,019,911

100,791,661 62,291,667

1,000,000 1,000, D0
57,727,047 7007.177
26,105,830 23,212,619

5,045,253 2,756,698

125,500,462 14,081,678
96,530,783 121,984,811

167,304,745 154,383,741

478,214,120

343,496,724

240,777,949 :
88,476,812 41,616,376
48,707,037 48,594,012

2,753,197 (893,446)
20,000,000 Z

. 23,212,619

2,303,681 5018285

403 018,676 118,447 Badb
75,105,444 225,048 §78

Ei!'&c!(_!ll'

420,562,580

an titegral part af these financial statements,

318,185,877

As per our separate reporl of even date.

S —

b Auditors

14
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Marico Bangladesh

Limited

Profit and loss account
for the year ended 30 September 2000

Notes 2006 2005
Turnover I8 848,284,048 678,365,208
Cost of sales 1% {576,024,297) (429,616, 169)
Gross profit 312,259,751 248 749129
General and administration expenses 20 (78,497 293) (47,451,432)
Selling and distribution expenses 21 (111,799,248) {52,657 433}
Net profit before interest expense 121,963,208 148,640,264
Interest expense (27,063 956) =
Mot profit after interest expense 94, 899 2352 148 640 264
Oher income 15,961,380 8,220,869
MNet profit before taxation 110,860,632 156,86, 133
Tux expense (8,483,925 (374,787
Net profit after thxation 102,376,709 156,486,346
Tax holiday reserve (44,344.253) {62,179,648)

Interim dividend including dividend distribution tax
Proposed dividend
Profit browght [orward

Profit carried forward to the balanee sheet

{41,250,000)

|——————— . ———— —]

(11, 100,000) -
170,049 420 116,992,722
216,981 8706 170,049 4710

The accompanying notes 1go 25 form an integrad part of these financial statements.

Qepht

F Lo
Director

Dhaka, 2 November 2006

: L
Drirector

As per our separate report of even dale,

Lt“‘—\—?ﬁr

o

Auditors
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Marico Bangladesh Limited

Statement of changes in shareholders' equity
for the year ended 30 September 2006

Share Tax holiday Proposed Unappropriated

capitil Teserve dividend profit Total
Balance at 30 September 20404 10,000,000 75,936,800 - 116,992,923 202949532
Net profit after tax for the year 2005 - - - 156,486,345 156,486,345
Translerred to tax holiday reserve - 62,179,648 - (62,179,648) ‘
Proposed dividend including
dividend distribution tax - 41,250,000 (41,250,000) -
Drividend paid - - (41,250,000 - (41,250,000}
Balance at 30 September 2005 10,000,000 | 38,136,457 - 170,049 420 318,185,877
Net profil after tax for the year 2006 - - - 102,376,709 102,376,709
Transferred to tax holiday reserve - 44 344,253 - (44,344 253) -
Propased dividend - - 11,100,000 (11, 100,000) -
Halance at 30 September 2006 14,000, 000 lE’.-l‘AEﬂ!T" 10 11,100,000 216,981,876 42{]!5152,536

15
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Marico Bangladesh Limited

Cash flow statement
tor the year ended 30 Seplember 2006

A)

B)

C)

2006 2005
Taka Taka
Cash flows from operating activities
Net profil after 1ax 102,376,709 156,486,346
Add: Depreciation charged for the year 9,025,028 8,683 342
Deferred expenses write aff 11,500,006 .
Amortisation af brand rights 2232757 -
23,660,791 8,683,342
126,037,500 165,169 688
Changes in working capital,
Current liabilities increase/(decrense) 284,570,829 22.170.,700
Current assels (increase)/decrease (121,796,392} {45,784, 461)

Met cash generated from eperating activities

Cash flows from investing activities

788,811,037

141 555927

Acquisition of fixed assels {80,890, 933) (9,735.221)
Assets under construction (130,000,000 -
Acquisition of intangible assels (15,000,000 (7,325,123
Investment in Marks & Allys support contrict {30,000.0080) (65,000,0000
Net cash generatedtuwsed) from mvesiing activities (275,890 933) (82,060 346)
Cash flows from financing activities
Interim dividend paid including dividend distribution tax - (41,250 0003
Net cash generatedused) from financing activities - i41,250,0004
Met increased in eash and cash equivalents (A+B4-C) 12,921,004 18,245,581
Opening cash and cash equivalents 154,383 741 136,138,160
Closing ensh and cash equivalents (D+E) 167,304,745 154,383,741
== —
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Marico Bangladesh Limited
Notes to the financial statements
for the year ended 30 September 2006

Company profile
Marico Bangladesh Limited (MBL) Is a private limited company incorporated on 6 September 1999 1n
Bangladesh under the Companies Act 1994, The address of the company's registered office is House #
57, Road # 7/8 |, Block -H, Banani, Dhaka - 1213, Bangladesh. The present authorised and paid up
capital is Tk 10,000,000 divided inte 1,000,000 ordinary shares of Tk 10 each. The company (s a
wholly owned subsidiary of Marico Limited, India,
The company started commercial operation fron 30 Fanuary 2000.
Description of subsidiary MBL Industries Limited:
MBL Industries Limited is a private limited company registered under the Companies Act 1994 with
an authorised capital of Th 1,000,000 divided inte 100,000 ordinary shares of Tk 10 each, Marico
Bangladesh Limited acquired 99,996 ordinary shares of MBL Industries Limited on 4 Augusl 2003

Nature of business

The principal activities of the company are o manufacture, markel and sell coconut hair oil and soap.
Earlier the products of the company were being sold through ils only customer Kollol Limited.
Additionally, from this year, the company has established a depot al Bogra for direct sales Lo dealers.

MBL has sel up a manufacturing unil at Gazipur and went inlo commercial production from 27
October 2002, The land and faclory building has been taken on rent under an agreement on 30 May
2002 for a period of 5 years through a ripartite agreemenl belween Quality Chemical Industries
Limited, Marico Bangladesh Limited and Bangladesh Shilpa Bank.

MBL has acquired the soap brand "Camelin” and “"Magnolia” from Marks & Allys Limited on 25 April
2005 Lo signal ils entry 1nto soap market in Bangladesh.

MBL has also scquired the soap brand "Aromatic” from Aromatic Cosmetics Limited on 7 Oclober
2005 1o consclidated 15 position 1n soap markel in Bangladesh,

Basis of preparation
Statement of complinnce:

The financial stalements have been prepared in accordance with Bangladesh Accounting Standards
{BAS},
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Reporting eurvency and level of precision:

The figures in the financial statements are denominated in Bangladesh taka, rounded off (o the nearest
integer.

Reporting period

Financial statements of the company cover the period from 1 October 2005 Lo 30 September 2006
consistently.

Significant accounting policies

The accounting policies set out below have been applied consistently Lo all periods.

Property, Plant & Equipment and depreciation

i. Recognition and measurement:

Properly, Plant & Equipment are stated at cost less scoumulated depreciation and impairment loses.
Cost includes expenditures that are directly attributuble to the acquisition of the assets. Parts
of an item of property, plant & equipment having different useful lives, are accounted for as separate
items of property, plant & equipment.

ii. Subsequent costs:

The costs of a replacing part of an item of property, plant & equipment is recognised in the carrying
amount of the ifem il it Is probable that the future economic benefits embodied within the part will
flow to the company and Hs costs ean be measured reliably. The costs of the day o day servicing of
properly, plant & equiptnent are recopnised in the profit and loss account as incurred,

iii. Depreciation:

Depreciation is recognised in the profit and loss account on straight line basis over the estimated useful

lives of each part of an item of property, plant & equipment. Land is not depreciated. Congidering the
estimated useful Hves of the assets the Tollowing rules have been applied:

Adrconditioner, refrigeralor 15-20%
Vehicles { cars, jeeps and vans) 20%
Computer 15-33%
Factory building 15-205
Factory equipment 15-20%
Furniture 15-33%
Laboralory equipment 13-33%
Maulds 15-20%
Office equipment 15-100%
Plant and mschinery 15-204
Fixlures 205
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Intanpible assets:

Intangible assets have finite useful lives and are stated at cost less accumulated amortization using
straight line method. Intangtble assets are recognised in accordance in BAS-38, Intangible assets
include cost of acquisition of the intellectual property, copy right incidental to capital expenditure.

Amortization:

Amartization is recognized in the prolit and loss account on straight line basis over the eslimated
ugeful lives of intangible assels from the date they are available for use. Assets are amortized over a
period of len years commencing from 1 May 2005 for Cameliia and for Aromatic from | October 2005,

Impairment:

The carrying amounts of the company's assets are reviewed at each balance sheet date or whenever
there is any indication of an impairment. 1f any such indication exists, the asset’s recoverable amount
is estimated, An imparment logs 15 recognised whenever the carrying amount of the asset or its cash-
generating unit exceeds its recoverable amount, Impairment fasses, if any, are recognised in the profit
and loss account.

Revenne recognition:
Groods sold.

Revenue from the sale of goods is measured ot the fuir value of the consideration received or
receivable, net of returns and allowanees, trade discounts, volume rebates exclusive of VAT. Revenue
is recopnised when the significant risks and rewards of the ownership has been transferred (o the
buyer, recovery of the consideration is probable | the associaled costs and possible return of poods can
be estimated relishly, and there is no continuing management involvement with the goods sold,
Transler of risk and rewards cccurs for the sale of goods, when the product is delivered along wilh
dispaleh documents and invoices (o custoImers.

Taxation

i. Current tax:

The company is enjoying lax holiday w's 46A of Income Tax Ordinance, 1984 and therefore, ¢urrent
tax provision s not considered necessary, other than for deduclions not admissible ws 30 and 46A(7)
of the same Ordinance,

ii. Deferred tax:

No deferred tax has been provided as the company 18 enjoving tax holiday uw/s 46A of Income Tax
Ordinance, 1984,
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fii. Tax holiday:

Tax Holiday period will expire on 30th September 2007,

iv. Tax holiday reserve;

Tax holiday reserve has been created @ 40% of the exempted income in aceordance with the Income
Tax Ordinance 1984,

Inventorics:

Raw materials and packing materials are valued at lower of average cost of material and nel realizable
value, Finished goods are valued at costs and net realisable value whichever is lower.

Stores:
Stores are valued at average cosls.
Foreign exchange:

The figures in the financial statements are denominated in Bangladesh taka. Monetary assets and
liabilities denominated in foreign currencies are translated inlo Bangladesh taka al the exchange rates
ruling al the balance sheet date. Non-monetary assels and liabililies denominaled in foreign
currencies, which are stated at hislorical costs, are translated into Bangladesh Laka at the exchange rale
ruling at the date of the trmsaction, Foreign exchange differences arising on translation are recognised
in the profit and less aceount.

Share capital
Taka Tuka

Authorised:
1,000,000 Ordinary shares of Tk 10 each 10,000,000 10,000,000
Paid up:
1,000,000 Ordinary shares of Tk 10 each fully
paid up in cash 10, 00HD, 000 10,000,000

— r=rr] = —

The shares are held by Marico Limited, India and its nominees,
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Property, plant and equipment
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ot epreciation et hook valie
Asal Addditian At Azwl Charged Asat Asak A at
1 it during 0 sem I et for A0 Bep. 30 Sep. 30 Sep.
Partioulars S thiiz s 20606, 20635 the year F0a 2006 2005
Plane and machinery 12901098 76815,5L1 R ROG,609 3986431 5456952 S.443383 BO.363,226 9004 607
Factory equiprent 4,863,144 115,049 4078193 248378 584,678 3233056 L.643,137 2,114,756
Moulds 3,990,548 TZRI00 4719248 LOBSO0Z  BIZTI0  LE9R.6TI 2.R19.576 2,904,646
Factory building 1.533,040 - LA33 M0 147404 301478 445,042 1,284 (8 16855706
Luhoratory equiprments 217600 E R17.600 300790 238290 G20 DR LBR,511 426,801
Ol eupipments 1,8309.612 312328 2,121,940 819351 I1T051T 1,136,402 985,518 Q90,2461
Cars & jeeps 5130657 1,239,000 GA6057 272847 L1175 340022  2.528.635 TA01EED
Vans 701,350 £ 91350 42,34 158 270 250,594 540,756 G99 026
Coanpitess 1,792,879 Koa 0ol 2605039 1095147  40LE19 1 A9T0G0 1,107 973 703,732
Pumiture 2823 079 402,370 3326200 1257433 421721 1,679,154 1,547,145 1,566 498
Pixlures 87,171 184415 2E1,586 17,264 27,330 44, 504 236,952 THTT
Feldrerator, witler conlem 472 950 2RT. 500 Tal450 225217 95 4494 ERUNEY] 434 T35 247733
" AL September 2006 37420978 E0.290033  11R311.011 14505557 G.90K.028 24523545 03,788 335 22825431
At A0 Septemnber 2005 2T 6H4 TET 9,736,221 37 420,978 8:0925,702 5669795 14,505 557 22835421
Dreprecintion sllovation (setual busds) o
hlunufactuning 7,305,167
Adminiztntion 2232801
U SRR
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Asset under construction

Machinery purchased [rom Aromatic Cosmetics Lid

Cast of setup
Cost ol acquisition

Less: Translerred 1o fixed pasets

2006 2005
195,000,000 .
2,232,683 -
5,161,250 -
202,393,933 -
72,393,933 -
130,000,000 ;

Above assels remain et 1o be installed for commercial production as at balance sheet date.

Intangible asset

Marico Bangladesh Ltd., through an agreement dated 25 April 2005 with Marks & Allys Limited, paid
Tk, 5,000,000 for acquiring the intellectual property right and copyright of * Surnelia®and "Magnolia”
soaps. Tk, 15,000,000 had also been paid for acquiring the intellectual property right and copyright of
"Aromatic” brand soap vide an agreement dated 7 October 2005 with Aromatic Cosmelics Limited, The

1otal cost is being amortized over a period of 10 years.

Muarks & Allys Limited:
Intellectual property right
Copy right

Aromatic Cosmeties Limited:
Intellectual property right
Copy right

Incidental to capital expendilure
Total cost

Less: Amortisation

Mel value

Other assels

2,500,000 2,500,000
2,500,000 2.500,000
5,000,000 5,000,000
7,500,000 2
7,500,000 :
15,000,000 :
2325125 2325125
22,325,125 7,325,125
2,537,970 305,214
19,787,155 7019911

These represent a sum of Tk, 65,000,000 pi-]il;l o Mirks & ﬁl]}’.‘i Limited and Thk. 50,000,000 ['IE’Lid fi
Aromatic Cosmetic Limited in respect of business and commercial support centract, covering the period of

10 years, executed on 25 April 2005 and 7 October 2003 respectively.

Deferred expenditure:

Marks & Allvs Limiled
Aromatic Cosmetics Limited
Total deffered expenditure
Less: Amorlised

23

63,000,000 63,000,000

30,000,000 "
115,000,000 63,000 000

14,208,339 2,708,333
100,791,661 62,291,667
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Inventories

Raw materials

2006

Taka

33,100,924

5
akin

=

=3

1,155,926
5,921,251

Packing materials 21,220,157
Finished goods 3,405 966
37027047

—_—— o

Trade debtors

Kollol Limited
Dhers

Al of above deblors balances are below six months.

Advances and deposits

123,549 247
1,951,213

7.077.177

34,081,678

125,500,462
———————

34081 678
T —— ==

Advances:
Ethical Drugs Lid. 34,730,694 34,730,694
For goods 8,814,002 22 754,991
Loan 1o Marks & Allys Lud 20,000,000 20,000,000
For services 25,366,809 34,826,768
88,911,595 112,312,453

Deposits:
VAT current account 4.091,856 5,522,066
Supplementary duty 306,185 306,185
Security deposit 3,221,147 3,844,107
7,619 188 0.672,358

Cash and cash equivalents

121,984 811
=

Cash on hand 120 547 733,766
Fixed deposit with:
State Bank of India 10, Q00,000 64,912 504
Standard Charlered Bank, Dhaka - 39,000 000
140,000,000 103,912,599
Cash al banks:
Cilibank N.A. 27,184,198 7.593, 165
Stundard Chartered Bank, Dhaka - 42,124 211
27,184,198 49,717,376
1 6?53{}4,?45 154 383,741
Short term linance
Short term loan:
Citibank N A, Dhaka 200,000 000 -
Bank overdraft:
Citibank M.A., Dhaka 37.157,701 -
Standard Chartered Bank, Dhaka 3,620,248 3
40,777,945 -
240777949 -
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Citibank N.A,
a) Lirnit

Tatal aggregate limit of short term loan and bank overdraft is Tk.300 million. The short term loan, taken
on 4 Octoher 2003, is repayable within 360 days.

b} Mature of security (Short term loan and bank overdrafl ):

1} Demand promissory note and letter of continuity for Tk 300 mullion,
2) First priority pari-passu charge (registered hypothecation) with other lender aver the stocks and
Book delits of the company.

¢} Rale ol interest:

Short term loan:  Concessional and competitive rates 1o be offered at the time of charging of interest
which is eurrently 10.75% p.a

Orverdraft: 11,25% p.a, or such other or higher rate 10 be fixed or charged by the bank from
{ime o time,

Standard Chartered Bank:

a) Limit:
Against a limit of Tk 115 million, the company is enjoying an overdraft facility of Tk 3,62 million.

b) MNature of securnity;

1} Demand promissory note and letter of eonbmuty for Tk 120 million each,
7} Registered hypothecution over stocks and boek debts for Tk 120 1aitkion,

¢) Rale of interesl:

Interest will be charged quarterly al the rate determined by the Standard Chartered Bank from Lime 0
time within the puidelines of Bangladesh Bank. {(Current 7ate is 11%%).

Liability for expenses

2006 2005

Business promotion expenses 22.570,138 15,623,662
Advertisement expenses 27.971,752 10,397,000
Leakage and damage B,227.304 4. 458,732
Audit fees 215,000 285,000
Leave Encashiment 350,000 350,000
Royally 11,409,535 . BO6E 115
Creditors for supplies 9,670,044 629,297
Other expenses 2,063,043 2,904,570

38,4?613 12 41,616,376
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Provision for income {ax

Opening balance
Add: Provision for current taxation

Less : Provision adjusted
Less:

Tax paid ws 74
Tax deducted al sotrce

Other liahilities

VAT deducted at source

Tax deducted from suppliers' bills
Turnover

Products

Parachute coconut ol

Aromalic soap

Cost of sales

Raw malerials consumption

Add: Faclory overhead

Exchange [oss
Carriage inward

26

2006 2005

aka Taka
(B93,446) 2,233,662
8. 483,923 2,222,000
1.590.477 4,455,662
- 1,847,213
7,590,477 2,608,449
733,891 386,449
4,103,389 3,115 446
4,837,280 3 501,895
2753197 (93,446
- 100,125
2.303 681 5518160
2,303 681 5.918.283
874,505,920 78,365,208

13,778,128

EEE,Z‘S4EH4E

678,365,298
——————

557,232,030 415,298,434
15,757,873 8,643,531
2,900,232 5,456,447
134,162 217,757
18,792,267 14,317,735
576,024,297 429 616,169
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General and administration expenses

Sularies and allowances (Note 20.1)
Rent

Professional charges

Securily charges

Legal charges

Director's remuneration

Repair and maintenance
Communication expenses
Entertainmenl

Printing and stationery

Vehicle nnning expenses
Travelling and conveyance
Auditor's renumeration (Note 20.2)
Recruitment expenses

Insurance premiwm

Books and periodicals

Delerred expenses written off
Bank charges

Fooding and lodging

Staff welfare expenses
Conference and training expenses
Electricity and gas charges
Amortisation of brand rightls
Royally

Depreciation

Salaries and allowances:

These include remuneralion of Tk 6,965 660 to executive direclor as salaries and benefits,

Auditer's remuneration :
Statutory audit fee
Tax oudit fee

Special andit fee

Less : Excess provision written back

27

2006 2005
28,846,842 19,611,948
1,179,740 836,750
2,355,788 3,076,638
906,499 687,878
1,680,799 1,950,405
293,337 320,004
1,775,185 1,005,556
2,788,679 2,038,572
31,779 267 486
705,988 473 411
4,298 638 2,750,815
7,583,527 2,582,572
315,000 117 800
226,843 73,800
1,400,256 257,882
43,482 40,741
11,500,006 2,708,333
279,673 119,952
: 521,305
2,121,057 1,358,511
636,480 461,174
320,659 63,149
2,232,757 305,214
4,441,420 3,395,855
2,532,361 2,135,681
78,497 295 47451 432
25,000 120,000
90,000 90,000
PO 000 75,00}
315,000 283,000
: 167,200
315,000 117,800
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Selling and distribution expenses

Business profmolion expenses
Advertisement

Market research expenses
Leakape and damages

Related party transactions

Name af the related party and relationship

Nature of lransaclions

Marico Limited, India - parent company

Purchase of coconut oil

2006 2003

Taka Taka
33,692,451 22,625,406
72,701 904 25,404,266
1,636,321 2,773,062
3,768,572 1,854,699
111,799 248 52.657.433

e
Equivalent Eauivalent
Tuka Taks

151,562,223
=

Related party lransactions were executed at prices lixed by the parent company and are pavable under

normal payment terms.

L/AC commitment:

There are commitments for Tk 40.73 million with Stadard Chartered Bank, Dhaka on account of letlers of
credit and Tk 0.88 million on aceount of shipping guarantee issued by bank in favour of the company.

Number of employees

The number of employees engaged for the whole period or part thereol who received a total salary of Tk

365000 and above was 28 (previous year 24).

Import of capital machinery and raw materials

During the year import of capital machinery was worth USD 108,921 and raw material was worth USD

4,364,601,

28



