DIRECTORS’ REPORT

Bismillahir Rahmanir Rahim
Honorable Shareholders,

On behalf of the board of Directors of your
company, | would like to welcome you

all the 31st Annual General Meeting of the
company and take the opportunity to present the
report of the Board of Directors together with the
audited financial statements for the year ended on
30 June 2022 before all of you.

OUR BUSINESS

Manufacturing all types of Garment Accessories —
Corrugated Carton, Button, Soft Line Printing Prod-
ucts (Label, Elastics, Offset Printing), Hanger and
Gum Tape. Our products are supplied to major
retailers like Wal-Mart, Tesco, and Decathlon to
name few of many others.

OVERVIEW 2021-2022

Let us present before you a short review on the total
operational and financial performance of your
company from 01 July 20217 to 30 June 2022.
Among others, the major areas, of our business in
last year were:

Revenue:

This year (2021-2022) our gross revenue has been
increased by 44% and this has mainly due to under-
taken of recent modification in our process and
capacity and also sharp increase in demand after
COVID-19.

Cost & Price Impact:

Despite of increase in gross revenue substantially
from last year, but net margin couldn't be increased
in same trend. Existence of increasing trend of raw
materials, higher exchange rate contributed to thin
profit margin.
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Development

We maintain regular review to find development gap
in our process to adjust with market competition and
innovation. Some development in product capacity of
Button products is under process and also, we are
doing some modification to our Chittagong Board
Plant of Packaging which informed by this time.

We ensure that we are well positioned for continued
long -term growth.

INDUSTRY OUTLOOK

Though demand has fallen than all predictions due to
ongoing Russia-Ukraine war and also aiming global
economic recession in major RMG market, we hope
to maintain a steady results with our strong base.

Predications show that Bangladesh will be counted as
the preferred sourcing destination for readymade
garment (RMG) items as we have substantially
improved in respect of compliance and production
facilities.

Bangladesh has already achieved USD 40 Billion
export mark in garment sectors.

We will have challenges and profound crisis due to
destabilize energy markets and supply chain over the
world but we hope to outperform in better ways in the
coming year.
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SEGMENT & PRODUCTS’ PERFORMANCE

Operational Performance

01 July 2021 to 30 June 2022 01 July 2020 to 30 June 2021
Production . Production .

Particulars Unit Capacity Actual Capacity Capacity Actual Capacity
Production Utilization Production Utilization

in (%) in (%)

Carton Pcs 31,750,000 30,291,920 95.41% 30,000,000 19,370,444 64.57%
Label Pcs 175,964,208 77,342,085 43.95% 175,964,208 51,629,786 29.34%
Elastic & Narrow Fabrics Pcs 35,376,000 29,278,920 82.76% 30,576,000 19,654,644 64.28%
Offset Printing Pcs 150,009,600 74,189,379 49.46% 150,009,600 48,958,885 32.64%
Heat Transfer Printing Pcs 24,960,000 6,646,001 26.63% 24,960,000 2,805,001 11.24%
Button GG 360,000 234,793 65.22% 360,000 108,741 30.21%
Gum Tape Pcs 4,290,000 830,649 19.36% 4,290,000 819,877 19.11%
Hanger Pcs 45,000,000 20,894,312 46.43% 45,000,000 20,484,620 45.52%

* For calculation of capacity utilization, weighted average of actual production capacity of each product has been considered.

Product wise Revenue

01 July 2021 to 30 June 2022 01 July 2020 to 30 June 2021

Particulars Contribution to total Revenue Contribution to total Revenue
In Taka In (%) In Taka In (%)

Carton 2,606,624,584 81.47% ,796,248,794 80.99%
Label 55,546,382 1.74% 35148254 1.58%
Elastic & Narrow Fabrics 160,439,193 501% 124,863,478 5.63%
Offset Printing 77,965,565 2.44% 50,449,758 227%
Heat Transfer Printing 6,472,562 0.20% 2,267,272 0.10%
Button 133,026,939 416% 63,324,387 2.86%
Gum Tape 44,397,110 1.39% 36,168,494 1.63%
Hanger 115,208,493 3.60% 109,472,215 4.94%
Total 3,199,681,329 100.00% 2,217,942,652 100.00%

Last 5 Years’ Key Operating and Financial Performances:
Amount in BDT.

01 July 2021 01 July 2020 01 July 2019 01 July 2018 01 July 2017

Particulars to to to to to

30 June 2022 30 June 2021 30 June 2020 30 June 2019 30 June 2018
Revenue 3,199,681,329 2,217,942,652 1,922,326,909 2,302,159,637 2,070,885,808
Gross Profit 496,703,842 424,624,094 422675837 418,004,019 377,208994
Profit Before WPPF & Taxes 198,510,645 185,868,514 181,463,361 180,605,877 169,628,231
Net Profit After WPPF & Taxes 165,725,402 156,045,148 144,679,379 138,440,217 132,084,828
Earning Per Share (EPS) 2.33 2.20 2.03 1.94 1.87
Share Holder's Equity 1,820,762,043 1,761,810,181 1,654,527,148 1,572,910,769 1,494,530,552
Current Liabilities 2,582,244,823 1,820,561,156 1,510,242,105 1,417,325,234 2,012,391,304
Non-Current Liabilities 244,789,178 179,267,520 146,125,621 287,926,972 224,059,577
Addition to Fixed Assests & CWIP 87,113,736 154,890,122 13,830,563 35,179,286 98,940,650
NAV Per Share 25.58 2475 24.99 24.94 2488
Net Operating Cash Flow Per Share (NOCFPS) 8.97 6.58 812 2.02 3.08
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RISK AND CONCERNS

Board of Directors reviews the risk management
practices and actions deployed by the Management
with respect to identification, impact assessment,
monitoring, mitigation and reporting of key risks
while trying to achieve its business objectives.

A detailed report on Risk & Concerns are given in
Annexure-J, Page: 84-85.

ANALYSIS COST OF GOODS SOLD, GROSS PROFIT
MARGIN AND NET PROFIT MARGIN
(Refer to Annexure-D, Page No: 75-77) .

EXTRA-ORDINARY GAIN / (LOSS)
There is no extraordinary gain or loss occurred
during the reporting period.

RELATED PARTY TRANSACTIONS

There have been no materially significant related
party transactions between the Company and the
Directors, the management, the subsidiaries or the
relatives except for those disclosed in the financial
statements in Note 36 and in Annexure-G, Page: 81
in accordance with relevant International Account-
ing Standards (IAS).

UTILIZATION OF PROCEEDS RAISED THROUGH
PUBLIC ISSUES, RIGHTS ISSUES AND/OR ANY
OTHER INSTRUMENTS

Initial Public offering (IPO) of KDS Accessories
Limited was made in 2015 and the fund raised
thereby has already been utilized as per purposes
stated in the prospectus and reported to the
regulators.

No other issues of any instrument including right
share was made during the year.

EXPLANATION IF THE FINANCIAL RESULTS
DETERIORATE AFTER THE COMPANY GOES FOR
INITIAL PUBLIC OFFERING (IPO), REPEAT PUBLIC
OFFERING (RPO), RIGHTS SHARE OFFER, DIRECT
LISTING

KDS Accessories Limited went for IPO in 2015 and
after that the company didn't not raise any fund by
any sort of offerings up to 2021-22. Moreover, the
financial results have improved during the year
under review. Therefore, no explanation is required
in this connection.

SIGNIFICANT VARIANCE BETWEEN QUARTERLY
AND PERIOD ENDED REPORT

There was no significant difference between
quarterly performance and overall period ended
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performance of the Company.

DIRECTORS REMUNERATION

Directors of KDSAL don't enjoy any facilities in the
name of remuneration, bonus or any other form
except the Managing Director for his direct
participation to Company's day to day operations.
Managing Director enjoys remuneration and festival
bonus for his contribution to the Company which
are as under:

Name Amount In Taka

Mr. Khalilur Rahman, Chairman
Mr. Salim Rahman, Managing Director 4,200,000
Ms. Tahsina Rahman, Director

KDS Garment Industries Ltd., Director
Represented by-Mr. Kamrul Hasan Siddiqui FCA, ACMA (UK), CGMA

Professor Sarwar Jahan, Independent Director

Total

INTERNAL CONTROL SYSTEM

The Company has an internal control system,
commensurate with the size, scale and complexity
of its operations. The scope and authority of the
Internal Audit function is defined in the Internal
Audit Charter. To maintain its objectivity and
independence, the Internal Audit function reports to
the Chairman of the Board.

The Internal Audit Department monitors and
evaluates the efficacy and adequacy of internal
control systems in the Company, its compliance
with operating systems, accounting procedures and
policies at all locations of the Company. Based on
the report of internal audit function, process owners
undertake corrective action in their respective areas
and thereby strengthen the controls. Significant
audit observations and corrective actions thereon
are presented to the Board.

MINORITY SHAREHOLDERS' PROTECTION

The Board is and shall be committed to respect the
rights of the minority shareholders to voting, right to
information, dividends and appraisal of any alteration in
Memorandum and Articles.

GOING CONCERN

The Directors consider that the Company has adequate
resources to remain in operation for the foreseeable
future and has therefore continued to adopt the going
concern basis in preparing the financial statements.
SIGNIFICANT DEVIATION IN OPERATING RESULTS
COMPARED TO PREVIOUS PERIOD

There is no such deviation in operating results
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compared to the previous period.

DIVIDEND

Board of Directors has approved the Dividend
Distribution Policy as per directive of Bangladesh
Securities and Exchange Commission and based on
this, our policy is to offer consistent dividends that
closely reflect business performance. As
announced by the Company on 02 October 2022,
the Board has recommended dividend for all
shareholders 16% Cash in respect of the year ended
on 30 June 2022 which will be paid after approval in
the Annual General Meeting of the Company as per
respective shareholding position on record date i.e.
on 01 November 2022. Dividend Distribution Policy
and summary of Unclaimed Dividend have been
disclosed in Page: 93 & 94.

Board of Directors confirm that no bonus share or
stock dividend has been declared as interim
dividend.

BOARD OF DIRECTORS

i) Structure and size of the Board

On 30 June 2022, there were 5 members on the
Board of the Company. The Board comprises
Chairman, Managing Director, Two Directors and
One Independent Director.

ii) Status of Companies in which Directors also hold
Directorship

An Annexure is attached to this report on the status
of Companies in which Directors are also hold
Directorship. Annexure-l, Page: 83.

iii) Director’s Retirement And Re-election

In accordance with the Articles of Association of the
Company, one third of the total number of Directors
is to retire by rotation in every year. In the forthcom-
ing Annual General Meeting the following two
Directors will retire and being eligible, offer them-
selves for re-appointment:

i) Mr. Khalilur Rahman

ii) Mr. Kamrul Hasan Siddiqui FCA, ACMA (UK), CGMA-
Representative Director of KDS Garment Industries Limited.

Board of Directors’ in its meeting held on

02 October 2022 proposed their appointment. The
brief bio-data of the said Directors are enclosed
herewith in the section of Director’s Profile in
Page: 36 & 41

iv) Board Meeting and Attendance
During the reporting period the Board met 6 times.
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The attendance record of the Directors is as follows:

Name & Position No. of Meeting Attendance
Mr. Khalilur Rahman 08 08
Chairman

Mr. Salim Rahman na 08
Managing Director Vo Y
Ms. Tahsina Rahman

Director 08 08
KDS Garment Industries Ltd

Rep by-Mr. Kamrul Hasan Siddiqui FCA, ACMA (UK), CGMA 08 08
Director

Professor Sarwar Jahan 08 08

Independent Director

APPOINTMENT OF INDEPENDENT DIRECTOR

As per provision of Corporate Governance
Guidelines notification No:
BSEC/CMRRCD/2006-158/207/Admin/80 dated 03
June 2018 by Bangladesh Securities and Exchange
Commission (BSEC), Professor Sarwar Jahan

was appointed as Independent Director of the
Company for a period of 3 (three) years in 30th
Annual General Meeting. Short bio-data of the said
director is enclosed herewith in the section of

Director’s Profile Page: 40.

DIRECTORS’ INVOLVMENT IN OTHER BUSINESS
(Refer to Annexure-I, Page No:83)

MANAGEMENT DISCUSSION AND ANALYSIS

The Board of Directors converse on the increase /
decrease of revenue, cost of goods sold, gross and
net profit margin. The Board also takes instant
actions on the inquiry as required. A detailed report
on discussion in the regard is comprised in
Annexure-D, Page: 75-77.

CERTIFICATION BY THE CEO & THE CFO
Declaration of certificate by the CEO & the CFO to
the Board as required under condition no. 3(3) of
Corporate Governacnce Code is included in
Annexure-A, Page: 67

CREDIT RATING
Credit Rating Information and Services Limited
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(CRISL) assigned rating for your company as below

Long Term Short Term

AA- ST-2

Above rating have been assigned on the basis of
good fundamental such as good profitability, sound
infrastructural arrangement with state-of-the art,
pioneer and market leader in Garment Accessories
industry, experienced management. Entities rated in
this category are adjudged to be of high quality,
offer higher safety and have credit quality.

Your Company in the evaluation of Credit Rating
Company was also placed with “Stable".

SUBSEQUENT EVENTS

There is no subsequent event after the date of
balance sheet and till the date of this report which
could affect the ability of the users of these finan-
cial statements to make an appropriate evaluation.

AUDIT COMMITTEE
The Board has constituted the Audit Committee as follows:

Name Position

Professor Sarwar Jahan Chairman & Independent Director

Ms. Tahsina Rahman Member

KDS Garment Industries Limited
Represented by-Mr. Kamrul Hasan Siddiqui FCA, ACMA (UK), CGMA
Mr. Manjure Khuda

Member

Member Secretary

During the reporting period under review, the
Committee held four meetings. A detailed of the
roles and activities of the Audit Committee has
been provided in “The Report of The Audit
Committee”. Page: 86-87

NOMINATION AND REMUNERATION COMMITTEE
(NRC):

KDS Accessories Limited has formed a Nomina-
tion and Remuneration Committee (NRC) on 3rd
December,2018 as a sub-committee of the Board of
Directors. This committee will assist the Board of
Directors in formulation of the nomination criteria or
policy to determine qualifications, experiences,
remuneration and independence of directors and
top level of executives. The NRC has three mem-
bers including one Independent Director. A detailed
roles and activities of the NRC has been provided in
“The Report of The Nomination and Remuneration
Committee (NRC)" Page: 88-90

CONTRIBUTION TO NATIONAL EXCHEQUER
Being a responsible business entity, KDSAL is
paying and facilitating collection of Government’s
revenue. In the reporting period, we have paid
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collected and deposited a significant amount of tax,
VAT and duties. During the period, KDSAL
contributed to Tk. 119,812,759 to the Government
Exchequer along with utility bill which is presented
below:

Contribution
VAT 8.22 Power18.18 to
National
Exchequer
TAX
u cas M
Power M
Tax 41.18 Gas 32.42 vaT

CORPORATE SOCIAL RESPONSIBILITY (CSR)
Over the years, your company’s commitment to
Corporate Social Responsibility (CSR) activities is
part and parcel of the Company’s business model.
Your Company has been contributing to the welfare
of the community, research and development and
protection of environment. Few initiatives of CSR of
your company are mentioned below:
+ Contributing donation to the Educational
Institutes.
* Launching Tree Plantation program in
patronizing a green environment.
« Contribute for safe drinking water supply.

AWARDS & RECOGNITION
Since starting your Company received the following
awards and recognitions:
+ FSC Chain of Custody Certification
Standard & FSC CoC Certification of
Multiple Sites Standard by Bureau Veritas
+ ISO Certification
+ OEKO-TEX Standard 100 Certified for
Woven Labels.
+ OEKO-TEX Standard 100 Certified
for Buttons.
« Scope Certificate for Recycled Claim
Standard (RCS)
+ Scope Certificate for Global Recycled
Standard (GRS)
+ Achievement Award of Trim Qualification
Program by Intertek.
« CAP Closure Verification Visit Results
by Alliance.

INFORMATION TECHNOLOGY

We, at KDS Accessories always strive for the
innovation in business by adopting something
different, smarter or better for bringing positive
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impact in terms of value, quality or productivity.

We believe that now accurate business planning,
effective marketing, global sales, systematic
management, real time monitoring, instant custom-
er support and long-term business growth cannot
be achieved at the optimum level without IT and we
plan ahead of others to enable our operations
process through IT.

Some of our IT enabled applications and systems
are Accounting Management System (AMS), HRIS,
Sales & Distribution Management System (SDMS),
Production Management System (PMS), Inventory
Management System (IMS), Inventory &
Procurement Managing System (IPMS), Fixed Asset
Management System (FAMS) and Fund
Management System (FMS). Through these
applications management can view various reports
for its review and decision from any location.

WEBSITE

Company maintains a website namely
www.kdsaccessories.com which is linked with
the websites of the stock exchanges and it is
func- tional from the date of listing and all
disclosures and financials are available in the
website of the company.

HUMAN RESOURCES
Human Resources are a fundamental asset across
the entire business model.

The development of the company builds its
competitive advantage on the skills and
commitment of its employees, promoting and
rewarding pro-activity, goal orientation and
teamwork.

The HR Department of your company operates with
specific policy, manual and plan designed by the
world class consulting firm and approved by the
Board of Directors.

We provide on-the-job training and development
opportunities to enhance our employees’ carrier
progression. Through different training, staff’s
professional knowledge in corporate operations,
occupational and management skills are enhanced.
KDS Accessories is an equal opportunity employ- er
and does not discriminate on the basis of personal
characteristics. Company has employee handbooks
outlining terms and conditions of employment,
expectations for employees’ conduct and behavior,
employees right and benefits. We establish and
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implement policies that promote a harmony and
respectful workplace.

INFORMATION IN COMPLIANCE TO THE CONDITION
NO. 4 OF THE COMMISSION’S NOTIFICATION NO.
BSEC/CMRR D/2009-193/10/

ADMIN/118, DATED 22 MARCH 2021.

Lien or Pledge Information:

During the period from July,2021 to June,2022, the
following directors of the KDS Accessories Limited
had not availed any loan or credit facility by lien or
pledge of their shares to the lenders at the time of
borrowings. They also had not availed any margin
loan from the stockbroker or portfolio manager:

. e .| Percentage (%) of
Name of Director | Position in Company | No. of Shareholding Shareholding
Mr. Khalilur Rahman Chairman 34,038,452 49.08
Mr. Salim Rahman | Managing Director | 10,030,344 14.09

CODE OF CONDUCT

The underlying philosophy of KDS Accessories
Limited's Code is to conduct the business in an
ethical manner as well as create a work environ-
ment that is conducive for members and associates
alike, based on the Company'’s values and beliefs.
Code of Conduct for Board of Directors was framed
and followed accordingly in discharging their duties
and responsibilities.

APPOINTMENT OF AUDITORS & PROFESSIONAL
A. Appointment of External Auditors:

Present auditor Hoda Vasi Chowdhury & Co.,
Chartered Accountants having its office at Delwar
Bhaban (4th Floor), 104, Agrabad C/A, Chattogram
will retire in 31st AGM and they are not eligible for
reappointment for the year 2022-2023 as they are
the auditor of the company for last consecutive
three years as mentioned in the order of Bangla-
desh Securities and Exchange Commission (BSEC)
No: SEC/CMRRC-D/2009-193/104/Admin dated
July27,2011. Pursuant to BSEC's order, a new
auditor will be appointed for the year 2022-2023.
After review the panel and recommendation of the
Audit Committee, Board in their meeting held on 02
October, 2022 recommended Hussain Farhad & Co,
Chartered Accountants, having its office at Yunusco
City Center (9th Floor), 807, CDA Avenue, Nasirabad,
Chattogram for appointment as auditor of the
company for the period from 01 July, 2022 to 30
June, 2023 and conclusion of 32nd AGM subject to
the approval by the shareholders in the 31st AGM.
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B. Appointment of Professional for Corporate
Governance Certificate:

On the willingness to be re-appointed as
professional to certify on the compliance of
corporate governance as issued by the Bangladesh
Securities and Exchange Commission, the Board of
Directors in its meeting held on 02 October 2022,
recommended the appointment of Shafig Basak &
Co., Chartered Accountants, having its office at
National House (1st Floor), 109, Agrabad C/A,
Chattogram-4100 for the year 2022-2023 and
conclusion of 32nd AGM subject to the approval by
the shareholders in the 31st AGM.

COMPLIANCE OF CORPORATE GOVERNANCE
Pursuant to notification No: BSEC/CMRRC-
D/2006-158/207/Admin/80 dated 03 June 2018 by
Bangladesh Securities and Exchange Commission
(BSEC), the Corporate Governance Report and the
Auditors’ Certificate regarding compliance of
conditions of Corporate Governance are made part
of the Annual Report and attached in Annexure-B &
C, Page : 68-74 respectively.

DIRECTORS’ RESPONSIBILITIES STATEMENT
Pursuant to the BSEC notification No. BSEC/CMR-
RCD/2006-158/207/Admin/80 dated 03 June 2018
the Directors confirm that:

i) The financial statements prepared by the
management of KDS Accessories Limited fairly
present its state of affairs, the result of its
operations, cash flows and changes in equity.

ii) Proper books of Account of the company have
been maintained.

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

iv) International Accounting Standards (IAS)/
International Financial Reporting Standards (IFRS)
as applicable in Bangladesh have been followed in
preparation of the financial statements and any

departure therefrom has been adequately disclosed.

V) The system of internal control is sound in design
and has been effectively implemented and
monitored.

vi) There are no doubts upon the Company’s ability
to continue as a going concern and the accounts
have been prepared on going concern basis.

vii) The significant deviations from previous period
in the operating results of the company have been
highlighted in the report and the reasons thereof
have been explained.
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vii) The key operating and financial data of last 5
years is disclosed in Annexure-D Page: 76.

ix) The number of Board Meeting held during the
reporting period and the attendance by each
director is disclosed in this report in Page: 55.

X) The pattern of shareholding is disclosed in
Annexure-H, Page: 81.

xi) A compliance status report with requirements of
Corporate Governance as required by BSEC is
disclosed in Corporate Governance Report and is
disclosed in Annexure-C, Page: 69-74.

xii) Directors’ profile is attached in page no 36 - 41
and their directorship and business interest in other
organizations have been disclosed in Board of
Directors segment and in Annexure-l, Page: 83.

APPRECIATION

We thank our customers, vendors, investors,
business associates and bankers for their
continued support during the years. We place on
record our appreciation of the contribution made by
workers and employees at all levels. Our resilience
to meet challenges was made possible by their hard
work, solidarity, co-operation and support.

We thank the Government of Bangladesh, and
Government Agencies and Regulatory Bodies-BSEC,
DSE, CSE, CDBL, RJSC, NBR and others related
parties for their support and look forward to their
continued support in the future.

Allah Hafiz
Stay safe and healthy!

on behalf of the Board

e

Khalilur Rahman
Chairman
02 October 2022
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