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CASH FLOWS STATEMENT, PROFIT AND LOSS ACCOUNT, BALANCE SHEET, CHANGES IN EQUITY AND NOTES TO
THE ACCOUNTS OF THE ISSUER [see rule-8(h)]

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
GPH ISPAT LIMITED

We have audited the accompanying financial statements of GPH Ispat Limited, which comprise of the statement of financial
position as at 31 January 2015, the statement of profit or loss and other comprehensive income, statement of changes in equity,
statement of cash flows for the period from 1 May 2014 to 31 January 2015, and a summary of significant accounting policies
and other explanatory information. Comparative information for the period ended 31 January 2014 are unaudited.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
Bangladesh Financial Reporting Standards (BFRS), the Companies Act 1994 and other applicable laws and regulations and for
such internal control as management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors' Responsibility

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 (BSA). Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors' judgment, including the assessment of the tisks of matetial
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we consider internal
control relevant to the entity's preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinio n.

Opinion

In our opinion, the financial statements, prepared in accordance with Bangladesh Financial Reporting Standards (BFRS), give a
true and fair view of the financial position of the company as at 31 January 2015 and of its financial performance and cash flows
for the period from 1 May 2014 to 31 January 2015 and comply with the Companies Act 1994, Securities and Exchange Rules
1987 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 purposes of our audit and made due verification thereof;

b) in our opinion, proper books of account as required by law have been kept by the company so far as it appeared from
our examination of these books;

c) the statement of financial position and statement of comprehensive income dealt with by the report are in agreement
with the books of account and returns; and

d) the expenditutres incurred were for the purposes of the company's business.

Sd/-
Dated: Chittagong, Syful Shamsul Alam & Co.
05 May, 2015 Chartered Accountants



GPH ISPAT LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 31 JANUARY 2015

Particulars Note (s) 31 January 2015 30 April 2014
Taka Taka

ASSETS
Non-current assets
Property, plant and equipment 4 1,626,316,386 1,653,993,556
Intangible asset 5 652,500 720,000
Investments 6 182,957,785 176,717,739
Total non-current assets 1,809,926,671 1,831,431,295
Current assets
Short term investment 7 220,715,641 198,694,898
Advances, deposits and prepayments 8 393,062,193 255,000,648
Inventories 9 2,843,526,277 2,488,344,541
Trade receivables 10 1,094,086,865 1,029,049,013
Cash and cash equivalents 11 113,162,693 43,958,982
Total current assets 4,664,553,669 4,015,048,082
Total Assets 6,474,480,340 5,846,479,377
EQUITY AND LIABILITIES
Equity
Share capital 12 1,247,400,000 1,188,000,000
Share premium 388,000,000 388,000,000
Tax holiday reserve 13,554,021 13,554,021
Retained earnings 345,840,494 341,413,754

1,994,794,515 1,930,967,775
Liabilities
Non-current liabilities
Long term loan 13 78,647,158 126,356,058
Finance lease obligations 14 32,843,173 50,498,231
Deferred tax liability 17.02 114,673,561 103,251,169
Total non-current liabilities 226,163,892 280,105,458
Current liabilities
Current portion of long term loan 13 63,096,655 53,977,759
Current portion of finance lease obligations 14 24,038,233 21,732,892
Short term borrowings 15 3,438,930,640 3,100,852,139
Creditors and accruals 16 646,308,319 367,374,612
Provision for tax 17.01 81,148,086 91,468,742
Total current liabilities 4,253,521,933 3,635,406,144
Total liabilities 4,479,685,825 3,915,511,602
TOTAL EQUITY AND LIABILITIES 6,474,480,340 5,846,479,377
NET ASSET VALUE PER SHARE 24 15.99 16.25

The annexed notes 1 to 34 form an integral part of these financial statements.
Sd/- Sd/- Sd/-
Company Secretary Director Managing Director
As per our annexed report of same date.
Sd/-

Dated: Chittagong,
05 May, 2015
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Syful Shamsul Alam & Co.
Chartered Accountants







GPH ISPAT LIMITED

STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 31 JANUARY 2015

01 May 2014 to 01 May 2013 to
Particulars 31 January 2015 31 January 2014
Taka Taka

Cash Flows from Operating Activities

Collection from sales and other income 3,942.268,677 3,698,749,296
Cash payments to suppliers, employees and others (3,579,373,750) (3,681,847,251)
Income tax paid (88,554,393) (43,786,142)
Interest paid (net) (239,625,511) (283,491,0306)
Net cash generated from/(used in) operating activities 34,715,023 (310,375,133)
Cash Flows from Investing Activities

Acquisition of property, plant and equipment (53,013,145) (69,360,372)
Investment in shares (57,500) (136,704,829)
Dividend received against investment in shates 3,641,296 170,334
Short term investments (22,020,743) -
Net cash used in investing activities (71,450,092) (205,894,867)
Cash Flows from Financing Activities

(Repayment) / Receipt of long term loans (47,708,900) 8,067,570
(Repayment) / Receipt of finance lease obligation (15,349,717) 8,776,302
Dividend paid (178,200,000) (162,000,000}
(Repayment) / Receipt of short term botrowings 347,197,397 677,095,510
Net cash generated from financing activities 105,938,780 531,939,382
Net increase in Cash and Cash Equivalents 69,203,711 15,669,382
Opening Cash and Cash Equivalents 43,958,982 205,785,767
Closing Cash and Cash Equivalents 113,162,693 221,455,149

Period for statement of financial position and statement of profit or loss and other comprehensive income has been
presented as per the requirement of BAS 34: Interim Financial Reporting. So opening cash and cash equivalents balances of

current period do not match with the prior petiod's closing balances.

Sd/-

Sd/-

Company Secretary

Director
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Sd/-

Managing Director
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GPH ISPAT LIMITED

Notes to the financial statements
For the period ended 31 January 2015

THE REPORTING ENTITY

Formation and legal status

GPH Ispat Limited (hereinafter referred to as “GPH” or “the company”) was incorporated in Bangladesh as a
Private Limited company on 17 May 2006 under the Companies Act 1994. The company, subsequently, was
converted into a Public Limited company on 18 December 2009 along with the subdivision of face value of shares
from Tk. 100 to Tk. 10 each and enhancement of Authorized Capital from Tk. 1,000,000,000 to Tk. 2,500,000,000.

GPH became listed with Dhaka Stock Exchange Limited and Chittagong Stock Exchange Limited during April
2012. The registered office and principal place of business of the company is located at Crown Chamber, 325
Asadgonj, Chittagong, Bangladesh.

Nature of business

The principal activities of the company are setting up plants for manufacturing and trading of iron products and
steel materials of all kinds or other metallic or allied materials and marketing thereof. The commercial production of
the factory commenced on 21 August 2008.

BASIS OF PREPARATION AND PRESENTATION OF THE FINANCIAL STATEMENTS

Statement of compliance

The financial statements have been prepared on a going concern basis following accrual basis of accounting except
for statement of cash flows in accordance with the International Accounting Standards (IASs) and Inte rnational
Financial Reporting Standards (IFRSs) as adopted in Bangladesh by the Institute of Chartered Accountants of
Bangladesh (ICAB) as Bangladesh Accounting Standards (BASs) and Bangladesh Financial Reporting Standards
(BFRSs) respectively.

Basis of reporting
The financial statements are prepated and presented for external users by the company in accordance with
identified financial reporting framework. Presentation has been made in compliance with the requirements of BAS
1 — “Presentation of Financial Statements”. The financial statements comprise of:

a) A statement of financial position as at 31 January 2015

b) A statement of profit or loss and other comprehensive income for the period ended 31 January 2015

c) A statement of changes in equity for the period ended 31 January 2015

d) A statement of cash flows for the period ended 31 January 2015

e) Notes, comprising a summary of significant accounting policies and explanatory information.

Basis of measurement

The Financial Statements have been prepared on going concern basis under the historical cost convention except
investment in quoted shares which are measured at fair value.

Authorization for issue

The Financial Statements have been authorized for issue by the Board of Directors on
Other regulatory compliances

14



The company is also required to comply with the following major laws and regulations in addition to the
Companies Act 1994:

The Income Tax Ordinance, 1984

The Income Tax Rules, 1984

The Value Added Tax Act, 1991

The Value Added Tax Rules, 1991

The Customs Act, 1969

Bangladesh Labour Law, 2006

The Securities and Exchange Ordinance, 1969

The Securities and Exchange Rules, 1987

Securities and Exchange Commission Act, 1993

2.06 Functional and presentation currency

These financial statements ate prepated in Bangladesh Taka (Taka/Tk.), which is the company’s functional
currency. All financial information presented in Taka has been rounded off to the nearest integer.

2.07 Going concern

The company has adequate resources to continue its operation for foreseeable future. For this reason the directors
continue to adopt going concern basis in preparing the Financial Statements. The current revenue generations and
resources of the company provide sufficient fund to meet the present requirements of its existing business and

operations.
2.08 Applicable financial reporting standards
BAS 1 Presentation of Financial Statements

BAS 2 Inventories

BAS 7 Statement of Cash Flows

BAS 8 Accounting Policies, Changes in Accounting Estimates and Etrors
BAS 10 Events After the Reporting Period

BAS 12 Income Taxes

BAS 16 Property, Plant and Equipment

BAS 17 Leases

BAS 18 Revenue

BAS 19 Employee Benefits

BAS 21 The Effects of Changes in Foreign Exchange Rates
BAS 23 Borrowing Costs

BAS 24 Related Party Disclosures

BAS 32 Financial Instruments: Presentation

BAS 33 Earnings Per Share

BAS 34 Interim Financial Reporting

BAS 36 Impairment of Assets

BAS 37 Provisions, Contingent Liabilities and Contingent Assets
BAS 38 Intangible Assets

BAS 39 Financial Instruments: Recognition and Measurement
BFRS 7 Financial Instrument : Disclosures

BFRS 13  Fair Value Measurement
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Use of estimates and Judgments

The preparation of the Financial Statements in conformity with BAS and BFRS requites management to make
judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts
of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised and in any future periods affected.

In particular, information about significant areas of estimation, uncertainty and critical judgments in applying
accounting policies that have the most significant effect on the amounts recognized in the financial statements is
included in the following notes:

Note 4  Property, plant and equipment

Note 5  Intangible asset

Note 9  Inventories

Note 10 Trade Receivables

Note 16 Creditors and accruals (Defined benefit obligation)
Note 17 Deferred tax liabilities

Note 17 Provision for tax

Note 32  Contingent liabilities

Change in accounting estimates

From 1 May 2014, depreciation is charged on addition from the month (date of service) of acquisition/addition
and no depreciation is charged in the month of disposal. Previously full year’s depreciation was charged on addition
itrespective of the date of acquisition/addition and no deptreciation was charged in the yeat of disposal.

Reporting period
These financial statements cover the period from 1 May 2014 to 31 January 2015.

PRINCIPAL ACCOUNTING POLICIES

The specific accounting policies selected and applied by the company’s directors for significant transactions and
events that have material effect within the framework of BAS-1 “Presentation of Financial Statements”, in
preparation and presentation of financial statements have been consistently applied throughout the period and
were also consistent with those used in eatlier periods.

For a proper understanding of the financial statements, these accounting policies are set out below in one place as
prescribed by the BAS-1 “Presentation of Financial Statements”. The recommendations of BAS-1 relating to the
format of financial statements were also taken into full consideration for fair presentation.

Consistency

Unless otherwise stated, the accounting policies and methods of computation used in preparation of financial
statements for the period ended 31 January 2015 are consistent with those policies and methods adopted in
preparing the financial statements for the year ended 30 April 2014.

Transactions in foreign currencies

Foreign currency transactions are recorded at the applicable rates of exchange ruling on the date of transactions.
Monetary assets and liabilities, if any, denominated in foreign currencies at the reporting date are translated at the

applicable rates of exchange ruling at that date and the related exchange differences are recognized as gain or loss
in the statement of profit or loss and other comprehensive income.
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GPH reported BDT 5,988.4 million sales in FY2015 with 27.8% growth. However, in FY2014 the Company reported
13% negative growth due to decreased price per unit and lower level of capacity utilization. Cost of goods sold as
percentage of net sales increased to 84.9% in FY2015 due to increased raw materials expenses, which affected the
Company’s profitability ratios. The Company has reported slightly improved liquidity position in FY2015, as
reflected in 211 days cash conversion cycle decreased from 260 days in FY2014. The improvement is supported by
GPH’s reduced inventory processing period and receivable collection period.

GPH’s capital structure remains debt dominated as reflected in 1.6x debt to equity ratio since last two years.
Though the equity base increased due to accumulated retained earnings, the capital structure was retained as total
borrowed fund also increased at the same time. Moreover, the borrowed fund was reported 4.3x times to EBITDA
revealing deteriorated leverage position of the Company in FY2015 (FY2014: 3.9x) due to reduced EBITDA and
increased borrowed fund.

However, the Company managed to control the coverage position that remained at the similar level of 2.1x times in
FY2015; which was adequate to cover Company’s present debt obligations.

A KEY RATING DRIVERS

MAJOR CHANGES IN THE SURVEILLANCE CREDIT RATING

A Revenue of the Company increased by 27.8% but profitability margin decreased due to increased CoGS (84.9%
of Net Sales).

A Capacity utilization of MS Billet production increased to 66.6% from 49.7% and MS Rod production increased to
81.2% from 64.4% in last year.

A Though total borrowed fund outstanding increased to BDT 3,540.5 million in FY2015 from BDT 3,353.2 million
in FY2014, debt to equity remained same in both years.
Cash flow from operation remained negative.
Planning to increase annual production capacity of MS Billet by 840,000 MT and MS Rod by 640,000 MT,; i.e.
total annual capacity will be 1,008,000 MT for MS Billet and 760,000 MT for MS Rod.

The Company proposed 03 (three) Right Shares for every 02 (two) Ordinary Shares at an issue price of BDT 14.0

(including a share premium of BDT 4.0) on paid up capital subject to approval of the shareholders in EGM to be

held on 30 September FY2015 and the regulatory authorities.

RATING POSITIVES

A Experience of the promoters supports the Company to capture substantial market share.

A Strong Management Information System allows the management to track the business trend against the
industry scenario.

A Good feedback from external borrowers reveals Company’s ability to honour its due obligation in a legitimate
way.

A Controlled administrative expense and financial expense have helped the Company to offset the effect of the
increased CoGS.

RATING CHALLENGES
A Cost of goods sold as percentage of net sales increased to 84.9% in FY2015 due to increased raw materials
expenses, which affected the Company’s profitability ratios.

The borrowed fund was reported 4.3x times to EBITDA revealing deteriorated leverage position of the Company in
FY2015 (FY2014: 3.9x) due to reduced EBITDA and increased borrowed fund.

A Backcrounp

GPH Ispat Limited, main concern of GPH Group, was incorporated as a private limited company in FY2006. The
Company started its commercial operation in August 2008 with an annual production capacity of 84,000 MT MS
Billet and 120,000 MT MS Rod of different diameter ranges from 8 mm to 32 mm. The factory of the Company is
located at Kumira, Sitakunda of Chittagong on the east side of Dhaka-Chittagong highway. The plant is consisting of
three units: steel melting, steel re-rolling, and captive power plant. GPH Ispat Limited converted into public limited
company in December 2009 and got listed with DSE and CSE during April 2012.
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GPH manufactures and trades all kinds of structural bar (60 grade, TMT 500W etc.) as well as other metallic or
allied material of low & medium carbon and low alloy steel billets (main ingredient of manufacturing graded steel
bar) and marketing thereof. At present, annual production installed capacity of MS Billet and MS Rod of the Company
is 168,000 MT and 120,000 MT respectively. In 2014-15, capacity utilization was 81.2% for MS Rod and 66.6% for
MS Billet. GPH ensures quality products as per various national and international standards and steel billets already
exported to Sri Lanka and the Company hopes to start export steel billets and bars to some other countries very
soon. GPH is planning to increase annual production capacity of MS Billet for 840,000 MT and MS Rod for 640,000
MT; i.e. total annual capacity will be 1,008,000 MT of MS Billet and 760,000 MT of MS Rod.

The corporate office of GPH Ispat Limited is located at Crown Chamber, 325 Asadgonj, Chittagong and Dhaka office
is located at Hamid Tower (31 Floor), 24 Gulshan C/A, Gulshan-2, Dhaka.

Table 1

Particulars Details

Name of the Company :  GPH Ispat Limited

Year of Incorporation : 17 May 2006 as a Privet Limited Company

Commercial Operation : 21 August 2008

Converted to Public Limited : 18 December 2009

Listed in DSE & CSE : April 2012

Factory Location : Masjiddah, Kumira, Sitakunda, Chittagong, Bangladesh
Corporate Office :  Crown Chamber, 325 Asadgonj, Chittagong, Bangladesh
Dhaka Office : Hamid Tower (3rd Floor), 24 Gulshan C/A, Gulshan-2, Dhaka-1212
Factory Location :  Masjiddah, Kumira, Sitakunda, Chittagong, Bangladesh
Industrial Group :  Steel

Products :  MS Billet & MS Rod

Chairman :  Mr. Md. Alamgir Kabir

Managing Director :  Mr. Mohammed Jahangir Alam

Authorised Capital :  BDT 2,500.0 million (As on 30 April 2015)

Paid-up Capital :  BDT 1,247.4 million (As on 30 April 2015)

Annual Production Capacity :  MS Billet: 168,000 MT, MS Rod:120,000 MT

Utilization in FY 2015 :  MS Billet: 66.6%, MS Rod:81.2%

Net Sales in FY 2015 :  BDT 5,988.4 million

Net Profit after Tax in FY 2015 : BDT 292.5 million

Export Sales in FY 2015 :  BDT 43.9 million (MS Billet: BDT 19.0 million, MS Rod: BDT 24.9 million)
Auditor :  Syful Shamsul Alam & Co.

Website :  www.gphispat.com.bd

Source: The Company

Group Profile and Financial Highlights

GPH Group has positioned itself as a leading business conglomerate by establishing different large manufacturing
business especially in steel and cement sector as well as power generation, stock brokerage, construction, logistic
& transport, trading and others sectors. The group was promoted by Mohammed Jahangir Alam along with his
brothers and nephews with their dedication and commitment. Since 1987, Jahangir & Others, the first concern of
GPH Group started its business of trading as a proprietorship concern and incorporated as private limited company
in 2003. Jahangir & others Limited has engaged in trading of ClI Sheet, GP Sheet, MS Rod, MS Angle, MS Plate, MS
Channel, Cement, Bitumen etc. The promoters have shown their best expertise in cement industry by establishing
M.l. Cement Factory Limited joint venture with Mollah Salt Group and Premier Cement Mills Limited joint venture
with T K Group. In steels, they have gained experience and expertise by running a hand-rolling mill, Indo Steels Re-
Rolling Industries Limited from the year of 2000. Later the promoters established GPH Ispat Limited, the flagship
company of GPH Group for greater perspective in steel manufacturing sector which started its production in 2008.
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Table 2: Group Concerns

Name of the concern

Year of Establish/
Incorporation

Nature of Business

Relationship with GPH

Jahangir & Others Ltd. 2003 Trading Common Directorship
M.l. Cement Factory Ltd. 1994 Cement Manufacturing Common Directorship
Steel & Cement Corporation 1995 Trading Common Directorship
National Cement Mills Limited 1996 Cement Manufacturing Common Directorship
Salahuddin Trading Co. 1998 Trading Common Directorship
A Ahad Corporation 1998 Trading Common Directorship
Premier Cement Ltd. 2001 Cement Manufacturing Common Directorship
Premier Power Generation Ltd. 2001 Power Generation Common Directorship
Chittagong Capital Ltd. 2005 Brokerage House Common Directorship
GPH Power Generation Ltd. 2006 Power Generation Common Directorship
Crown Power Generation Ltd. 2006 Power Generation Common Directorship
Crown Polymer Bagging Ltd. 2006 Bag Manufacturing Common Directorship
Crown Mariners Ltd 2009 Ship Building Common Directorship
Crown Transportation & Logistics Ltd. 2011 Logistic & Transport Common Directorship
Crown Cement Concrete and Building . . .
Products Ltd. 2011 Ready Mix Concrete Common Directorship
Source: The Company

Table 3: Financial Highlights of the Group Amount in BDT million
Name of the concern Re;p::ir;i(;lg Revenue Net Profit Tota(l_;:s)sets Total :'_:_T_;)i"ties TL/TA
GPH Ispat Ltd. 30-Apr-14 4,687.2 278.9 5,846.5 3,915.5 0.7
Jahangir & Others Ltd. 30-Jun-14 1,684.2 44.1 1,613.8 1,360.3 0.8
M.l. Cement Factory Ltd. 30-Jun-14 7,990.6 674.4 11,347.0 5,671.6 0.5
Steel & Cement Corporation 30-Jun-14 3,679.6 46.9 1,152.7 926.6 0.8
National Cement Mills Ltd. 30-Jun-14 720.4 18.0 2,020.7 1,408.5 0.7
Salahuddin Trading Co. 30-Jun-14 6,440.0 151.3 2,026.6 1,415.3 0.7
A Ahad Corporation 30-Jun-14 2,698.9 39.1 448.5 332.1 0.7
Premier Cement Ltd. 30-Jun-14 6,819.2 498.3 8,403.3 5,313.8 0.6
Premier Power Generation Ltd. 30-Jun-14 96.7 53.8 128.3 3.5 0.03
Chittagong Capital Ltd. 30-Jun-14 23.1 4.3 78.7 29.5 0.4
GPH Power Generation Ltd. 30-Sep-14 354.4 214.4 1,167.9 338.5 0.3
Crown Power Generation Ltd. 31-Dec-14 25.6 (2.5) 161.4 183.0 1.1
Crown Polymer Bagging Ltd. 30-Sep-14 285.6 6.6 665.2 611.2 0.9
Crown Mariners Ltd. 30-Apr-14 460.5 187.0 968.5 567.0 0.6
Crown Transportation & Logistics Ltd. 31-Mar-14 272.1 (33.4) 302.3 437.0 1.4
Total 36,612.4  2,098.3 36,786.4 23,058.8 0.6

Source: Management of the Company

A OPERATION, BUSINESS & FINANCIAL RISK PROFILE

ir : i - GPH Ispat Limited produces MS Billet form Steel Scrap & MS Rod from MS Billet and
marketing thereof. Major clienteles are the Contractor, Property Developers, Export
Processing Zone, Road and Bridge Construction Company etc. after nourishing
internal demand, GPH steel billets and bars are exported to other countries.
Currently, annual production installed capacity of MS Billet and MS Rod of the
Company is 168,000 MT and 120,000 MT respectively. In 2014-15, capacity
utilization was 81.2% for MS Rod and 66.6% for MS Billet.

Operation. I
3 . o
L ]
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Table 4

Details of Production and Sales of GPH Ispat Limited

—-Year ended April 30--

(Mil. BDT) 2015 2014 2013
Installed Capacity (MT)

MS Billet 168,000 168,000 168,000
MS Rod 120,000 120,000 120,000
Production (MT)

MS Billet 111,946 83,533 87,265
MS Rod 97,428 77,332 84,062
Capacity Utilization

MS Billet 66.6% 49.7% 51.9%
MS Rod 81.2% 64.4% 70.1%
Sales (MT)

MS Billet 5,567 - 3,120
MS Rod 98,938 77,008 80,599

Source: The Company

The capacity utilization has been increasing over the years except FY2014 due to
political turmoil and unrest. Domestic market remained as the core revenue source
although the Company earned 0.7% of its revenue from export of MS Billets and MS
Rod in the year 2014-15.

Figure 2
Major Cost Components Compare to Total Cost of GPH in FY2015 and FY2014
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The main raw material of GPH is Melting Scrap and the second largest raw material is
Sponge Iron. These two items cover more than 91% of raw material consumption.
These raw materials are sourced from local market through ship breaking yard as
well as from foreign market. GPH has its own (a separated company, GPH Power
Generation Ltd.) captive power plant of 12 MW and it also gets 15 MW electricity from
national grid, which is sufficient for its present capacity.

GPH is planning to increase its annual production capacity of MS Billet by 840,000 MT
and MS Rod by 640,000 MT,; i.e. total annual capacity will be 1,008,000 MT for MS
Billet and 760,000 MT for MS Rod. For this purpose, the Company proposed 03
(three) Right Shares for every 02 (two) Ordinary Shares at an issue price of BDT 14.0
(including a share premium of BDT 4.0) on paid up capital subject to approval of the
shareholders in EGM to be held on 30 September FY2015 and the regulatory
authorities.

61



Bangladesh has more than 400 steel, re-rolling and auto re-rolling mills with a
combined annual production capacity of 80 lakh tons, against the total demand of 40
lakh tons (market value of BDT 200 billion). The government projects account for
nearly 40% of total steel consumption.

Bangladesh is one of the lowest consumers of steel products in the world. Per capita
steel consumption in Bangladesh now stands at only 25 kilograms (which is below of
world average of 217 kg), while it is 55 Kilograms in India, 324 kilograms in
developed nations. A number of companies of the sector, including BSRM, GPH,
RSRM, Rahim Steel and Bashundhara Steel, are producing the raw material billet
locally. The local demand for billet is 4.0 million metric tons annually while 1.5
million MT billet are imported to meet the country's demand. At present, three big
steelmakers BSRM, Abul Khair Steel and KSRM are supply more than 50% of the
country’s annual need for 35-40 lakh tons of steel. The smaller mills in Bangladesh
are facing challenges such as price fall in international steel market and a decline in
domestic demand for construction materials, which are forcing them out of the
market. Over capacity of the steel industry also indicates enormous export potential,
though the option is yet to explore following some bottlenecks in the export process.
Since steel demand is derived from other sectors like construction buildings, roads,
consumer durables and infrastructure, its fortune is dependent on the growth of
these user industries. However, Initiation of Padma Bridge construction, acceleration
of Government’s big infrastructure projects under Annual Development Program
(ADP) and revival of the local real-estate industry will undoubtedly boost-up the steel
consumption locally.

Steel industry is mostly capital intensive but manual engagement is also an integral
part of the process, mostly in production and sales & marketing. The Board is overall
responsible for total functioning and operations of the Company. Under reporting to
the Board, a team of dedicated employees carries out day-to-day operations of the
Company. A group of senior executives aid the Managing Director to perform
decision making of the Company. There are three functional departments in GPH, are
Accounts & Finance, Sales & Marketing and Production, which are led experienced
professionals in relevant area and they reports directly to the Managing Director,
who later reports time-to-time to the Board with summary reports on the
performance of the Company.

The authorized capital of the Company is BDT 2,500.0 million divided into 250
million ordinary shares of BDT 10.0 each and paid up capital was BDT 1,247.4 million
up to 30 April 2015.

Table 5
Name of Shareholders Position No of Shares % of Shares
Mr. Mohammed Jahangir Alam Managing Director 37,410,000 29.99
Mr. Md. Alamgir Kabir Chairman 7,001,600 5.61
Mr. Md. Almas Shimul Additional MD 13,503,600 10.83
Mr. Mohammed Abdur Rouf Director 4,851,000 3.89
Mr. Md. Ashrafuzzaman Director 4,851,000 3.89
Mr. Md. Abdul Ahad Director 3,880,800 3.11
Mr. Md. Azizul Hoque Director 2,910,600 2.33
General Shahreholders Shareholders 50,331,400 40.35

Total 124,740,000 100.0

Source: The Company
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Management Risk for GPH Ispat Limited is low as a team professional management
exists with experience in related industries. Mr. Mohammed Jahangir Alam, Managing
Director is holding the major portion of shares (~30.0%). Mr. Md. Alamgir Kabir was
appointed Chairman of the Board, who holds 5.6% of the shares. General
shareholders hold 40.3% shares. Md. Almas Shimul, Director is holding the second
highest shares of the Company viz. 10.8%.

GPH has almost 684 employees mostly in factory. The production manager and other
technical staff also have long experience of working in related field. The size of the
sales and marketing force has been enhanced during the last one year to cope up
with the increase in sales. The Factory Office sends production reports, stock reports
and quality control reports to the Head Office on daily basis which helps the
management to take effective business decisions. There is also computerized record
keeping practice in the Company through strong MIS system.

GPH reported BDT 5,988.4 million sales in FY2015 with 27.8% growth. However, in
FY2014 the Company reported 13% negative growth due to decreased price per unit
and lower level of capacity utilization. Cost of goods sold as percentage of net sales
increased to 84.9% in FY2015 due to increased raw materials expenses, which
affected the Company’s profitability ratios.

Table 6
Particulars FY2015 % FY2014 %
Net Revenue 5,988.4 100% 4,687.2 100%
CoGS as % of Net Revenue 5,086.5 84.9% 3,819.6 81.5%
Administrative & Selling Expenses 170.2 2.8% 155.9 3.3%
Financial Expenses 334.1 5.6% 329.0 7.0%
Net Profit 292.5 4.9% 278.9 5.9%

The Company has reported slightly improved liquidity position in FY2015, as
reflected in 211 days cash conversion cycle decreased from 260 days in FY2014. The
improvement is supported by GPH’s reduced inventory processing period and
receivable collection period.

GPH’s capital structure remains debt dominated as reflected in 1.6x debt to equity
ratio since last two years. Though the equity base increased due to accumulated
retained earnings, the capital structure was retained as total borrowed fund also
increased at the same time. Moreover, the borrowed fund was reported 4.3x times to
EBITDA revealing deteriorated leverage position of the Company in FY2015 (FY2014:
3.9x) due to reduced EBITDA and increased borrowed fund.

However, the Company managed to control the coverage position that remained at
the similar level of 2.1x times in FY2015; which was adequate to cover Company’s
present debt obligations.

GPH Ispat Limited has banking relation with 15 commercial banks having total short-
term limit facilities of BDT 11,370.0 million and BDT 153.9 million long term
outstanding as of 31 August 2015. As per information received from these banks , it
is found that the dealings of the Company is at satisfactory level considering timely
regular payment and no reschedule & default history with these Banks. Details bank
liability position of the Company is given in appendix -1.

[End of the Report
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APPENDIX - 1: CReDIT FACILITIES OF GPH ISPAT LIMITED

Details of Credit Facilities of as of 31 August 2015 (Mil. BDT)

Funded/Non

Loan Type Funded Bank Nature of Facility Limit Outstanding Limit Expiry
Long Term  Funded AB Bank Ltd Term Loan 200.0 72.0 1-Oct-16
Term Loan 147.7 35.1 16-May-17
Term Loan 100.0 3.4 5-Dec-19
Pubali Bank Ltd Lease Finance 87.3 41.5 case to case
Prime Bank Ltd Lease Finance 13.5 1.9 31-Oct-15

Total Long Term 548.5 153.9
Revolving Funded AB Bank Ltd Overdraft 60.0 - 31-Aug-16
Trust Bank Ltd Overdraft 100.0 92.0 31-Oct-15
SCB Overdraft 100.0 98.9 30-Sep-15
State Bank of India Cash Credit (150.0) 149.6 30-Nov-15
UCBL Cash Credit (Hypo) (100.0) 81.1 30-Apr-16
Bank Asia Ltd Overdraft 50.0 45.7 4-May-16
Premier Bank Ltd Overdraft 200.0 199.0 31-Dec-15

Total Cash Credit & Overdraft 510.0 666.3
Short Term  Funded AB Bank Ltd LTR 800.0 20.5 31-Aug-16
RTL (700.0) 641.1 31-Aug-16
RTL (Duty) 100.0 50.5 31-Aug-16
Trust Bank Ltd LTR 900.0 290.1 31-Oct-15
Time Loan (700.0) 610.0 31-Oct-15
SDB Time 300.0 59.5 1-Sep-15
SCB STL (150.0) 122.1 30-Sep-15
LATR (200.0) - 30-Sep-15
Time Loan (600.0) 329.8 30-Sep-15
One Bank Ltd LTR/Time Loan (510.0) 204.5 15-Oct-15
Pubali Bank Ltd LTR (950.0) 1.7 30-Jun-16
NCC Bank Ltd LTR/Time Loan (250.0) - 30-Nov-15
UCBL LTR (550.0) - 30-Apr-16
Time Loan (450.0) 148.3 30-Apr-16
Mercantile Bank Ltd LTR/Time Loan (400.0) 30-Jun-16
DBBL LTR/STL (300.0) 265.4 31-May-16
The City Bank Ltd LTR/STL/OD (500.0) 487.4 30-Nov-15
Bank Asia Ltd LTR (50.0) - 4-May-16
DL (300.0) 286.3 4-May-16
TR/TL (50.0) - 31-Dec-15
Premier Bank Ltd Time Loan (STL) (200.0) 199.5 31-Dec-15

Total Short Term Funded 2,100.0 3,716.6
Short Term  Non Funded AB Bank Ltd Rev.L/C 1,200.0 703.6 31-Aug-16
Rev. L/C (Machinery) (150.0) - 31-Aug-16
BG 20.0 0.5 31-Aug-16
Trust Bank Ltd L/C 1,200.0 - 31-Oct-15
SCB L/C 950.0 84.6 30-Sep-15
Acceptance (600.0) 215.9 30-Sep-15
Shipping Guarantees (300.0) 6.3 30-Sep-15
One Bank Ltd L/C 540.0 - 15-Oct-15
Pubali Bank Ltd L/C 1,000.0 275.6 30-Jun-16
State Bank of India L/C 150.0 - 30-Nov-15
NCC Bank Ltd L/C 300.0 - 30-Nov-15
UCBL L/C 600.0 - 30-Apr-16
Mercantile Bank Ltd L/C 500.0 - 30-Jun-16
DBBL L/C 500.0 - 31-May-16
The City Bank Ltd L/C 1,000.0 - 30-Nov-15
Bank Asia Ltd L/C 500.0 - 4-May-16
Premier Bank Ltd L/C 300.0 - 31-Dec-15

Total Short Term Non Funded 8,760.0 1,286.5

Source: The Company
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APPENDIX - 2: FINANCIAL HIGHLIGHTS OF GPH ISPAT LIMITED

Financial Highlights ‘

—-Year ended April 30--

(Mil. BDT) 2015 2014 2013 2012

Net Sales 5,988.4 4,687.2 5,387.4 4,386.3

E Sales Growth (%) 27.8% -13.0% 22.8% 18.9%
g CoGS as % of Sales 84.9% 81.5% 83.9% 81.5%
& _EBITDA 823.8 855.6 840.9 758.0
& _EBITDA Growth (%) -3.7% 1.8% 10.9% 26.7%
E EBITDA Margin (%) 13.8% 18.3% 15.6% 17.3%
& Net Profit after tax 292.5 278.9 250.1 254.2
Net profit after tax growth (%) 4.9% 11.5% -1.6% 39.0%
Gross Profit Margin 15.1% 18.5% 16.1% 18.5%

% Operating Profit Margin 12.2% 15.2% 13.3% 15.3%
g Net Profit Margin 4.9% 5.9% 4.6% 5.8%
E Return on Average Asset 4.9% 5.2% 4.9% 5.5%
Return on Average Equity 14.0% 14.3% 14.1% 22.1%
Current Ratio (x) 1.3 1.1 1.1 1.1
Quick Ratio (x) 0.6 0.4 0.5 0.4
Inventory +AR to TA 54.1% 60.2% 55.0% 55.1%

Net Working Capital to TA 63.2% 56.7% 58.6% 61.0%

> Inventory Turnover Ratio (x) 2.1 1.7 2.2 1.9
T Average Inventory Processing Period (Days) 171 211 165 192
é Receivable Turnover Ratio (x) 5.9 5.2 7.2 7.4
Average Receivable Collection Period (Days) 62 71 51 49
Payable Turnover Ratio (x) 17.2 16.9 38.7 37.9
Average Payable Payment Period (Days) 22 22 10 10
Operating Cycle (Days) 233 282 216 241
Cash Conversion Cycle (Days) 211 260 206 231
Equity Capital 2147.8 2034.2 1875.6 1675.7
Total Borrowed Fund 3540.5 3353.4 2902.3 3340.5

° Total Long Term Debt 531.4 176.9 188.4 333.9
S _EBITDA 823.8 855.6 840.9 758.0
§ Fund Flow from Operation (FFO) 401.0 395.4 366.6 332.4
é Cash Flow from Operation (CFO) -79.7 -43.0 665.8 -396.1
'E_ Retained Cash Flow (RCF) -79.7 -43.0 665.8 -396.1
g Free Cash Flow (FCF) -136.6 -157.5 63.5 -533.6
e Debt to Equity (X) 1.6 1.6 1.5 2.0
g Borrowed Fund/EBITDA (x) 4.3 3.9 3.5 4.4
% FFO/Debt 11.3% 11.8% 12.6% 10.0%
CFO/Debt -2.3% -1.3% 22.9% -11.9%
RCF/Debt -2.3% -1.3% 22.9% -11.9%
FCF/Debt -3.9% -4.7% 2.2% -16.0%

§1 EBIT to Interest expense (X) 2.1 2.2 1.9 1.8
¢ _FCF to Interest expense (X) -0.4 -0.5 0.2 -1.4
8 (EBITDA-CAPEX) to Interest expense (X) 2.3 2.3 0.6 1.6

Note. Figures are based on Audited Financial Statements
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APPENDIX - 3: RATING HisTORY OF GPH ISPAT LIMITED

Particulars Ratings-2014
GPH Ispat Limited AA3

BDT 230.5 Million Long-term Qutstanding AA3 (Lr)

BDT 1,160.0 Million Cash Credit Equivalent Limit AA3 (Lr)

BDT 2,150.0 Million Short-term Funded Limit ST-2

BDT 6,550.0 Million Short-term Non-funded Limit ST-2

Outlook Stable

Particulars Ratings-2013
GPH Ispat Limited AA3

BDT 233.7 Million Long-term Outstanding AA3 (Lr)

BDT 1,030.0 Million Cash Credit Equivalent Limit AA3 (Lr)

BDT 1,800.0 Million Short-term Funded Limit ST-2

BDT 6,920.0 Million Short-term Non-funded Limit ST-2

Outlook Stable

Particulars Ratings-2012
GPH Ispat Limited AA;3

BDT 323.6 Million Long-term Outstanding AA3 (L)

BDT 260.0 Million Cash Credit Limits AA; (Ln)

BDT 1,720.0 Million Short-term Funded Limits ST-2

BDT 6,470.0 Million Short-term Non-funded Limits ST-2

Outlook Stable

Particulars Ratings-2011
GPH Ispat Ltd. Ay

BDT 1,047.2 Million Long-Term Outstanding Ai (Lr)

BDT 200.0 Million Cash Credit Limits Ai (Lr)

BDT 2,704.1 Million Short-Term Fund Limits ST-2

BDT 2,940.0 Million Short-Term Non-Fund Limits ST-2

Particulars Ratings-2010
GPH Ispat Ltd. Az

BDT 386.68 Million Long-Term Outstanding Az (Lr)

BDT 150.00 Million Cash Credit Limit Az (Lr)

BDT 2,240.06 Million Short-Term Fund Limits ST-2

BDT 2,447.56 Million Short-Term Non-Fund Limits ST-2
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CRAB RATING SCALES AND DEFINITIONS -Long Term (Corporate)

RATINGS DEFINITION
Triple A Companies rated in this category have extremely strong capacity to meet financial commitments. These companies are judged to be of the highest quality, with minimal credit risk.
AA), AAz, AA3* . N . . X . . . . . .
Double A Companies rated in this category have very strong capacity to meet financial commitments. These companies are judged to be of very high quality, subject to very low credit risk.
Ay, Az, As Companies rated in this category have strong capacity to meet financial commitments, but are susceptible to the adverse effects of changes in circumstances and economic conditions. These companies are
Single A judged to be of high quality, subject to low credit risk.
BBB1, BBB2, BBB3 Companies rated in this category have adequate capacity to meet financial commitments but more susceptible to adverse economic conditions or changing circumstances. These companies are subject to
Triple B credit risk. Such c possess certain speculative characteristics.
BBs, BBz, BB3 Companies rated in this category have inadequate capacity to meet financial commitments. Have major ongoing uncertainties and exposure to adverse business, financial, or economic conditions. These
Double B C ies have speculative el subject to substantial credit risk.
By, By, B; . N . . . . . . . o
Slingzle Bz Companies rated in this category have weak capacity to meet financial commitments. These companies have speculative elements, subject to high credit risk.
CCCy, CCCp,
CCCs Companies rated in this category have very weak capacity to meet financial obligations. These companies have very weak standing and are subject to very high credit risk.
Triple C
CcC Companies rated in this category have extremely weak capacity to meet financial obligations. These companies are highly speculative and are likely in, or very near, default, with some prospect of recovery
Double C of principal and interest.
(o} Companies rated in this category are highly vulnerable to non-payment, have payment arrearages allowed by the terms of the documents, or subject of bankruptcy petition, but have not experienced a
Single C payment default. Payments may have been suspended in accordance with the instrument's terms. These companies are typically in default, with little prospect for recovery of principal or interest.
D
(Default) D rating will also be used upon the filing of a bankruptcy petition or similar action if payments on an obligation are jeopardized.

*Note: CRAB app

ends numerical modifiers 1, 2, and 3 to each generic rating classification from AA through CCC. The modifier 1 indicates that the obligation ranks in the higher end of

its generic rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that generic rating category.

LONG-TERM RATING: LOANS/FACILITIES FROM BANKS/FIS

(All loans /facilities with original maturity exceeding one year)

RATINGS DEFINITION
AAA (Lr) - . v ] ’ N - L )
(Triple A) Loans /facilities rated AN,\,(Lr) are judged to offer the highest degree of safety, with regard to timely payment of financial obligations. Any adverse changes in circumstances are unlikely to affect the
Highest Safety payments on the loan facility.
AA (Ln)*
(Double A) Loans/facilities rated AA (Lr) are judged to offer a high degree of safety, with regard to timely payment of financial obligations. They differ only marginally in safety from AAA (Lr) rated facilities.
High Safety
.Y(E)) Loan/facilities rated A (Lr) are judged to offer an adequate degree of safety, with regard to timely payment of financial obligations. However, changes in circumstances can adversely affect such issues
Ads Safety more than those in the higher rating categories.
:z;(:r;) Loans /facilities rated BBB (.Lr) are judged to offf:r moderate saf?(y, wifh rggard to ‘timely payrfﬂent of financial obligations for the present; however, changing circumstances are more likely to lead to a
Moderate Safety weakened capacity to pay interest and repay principal than for issues in higher rating categories.
BB (Lr) - . . . . . - . . . . . .
(Double By Loans/fa.cllltles ra(et?l BB (Lr) are judged to carry |n‘adequa(e safety, with regard to timely paym.ent of financial obllgatloﬁs; they ar.e Ie.ss likely to default in the immediate future than instruments in
N safety lower rating categories, but an adverse change in circumstances could lead to inadequate capacity to make payment on financial obligations.
B (Lr) Loans /facilities rated B (Lr) are judged to have high risk of default; while currently financial obligations are met, adverse business or economic conditions would lead to lack of ability or willingness to
High Risk pay interest or principal.
CCC (Lr) Loans/facilities rated CCC (Lr) are judged to have factors present that make them very highly vulnerable to default; timely payment of financial obligations is possible only if favorable circumstances
Very High Risk continue.
ccin Loans /facilities rated CC (Lr) are judged to be extremely vulnerable to default; timely payment of financial obligations is possible only through external support.
Extremely High Risk '
cw Loans /facilities rated C (Lr) are currently highly vulnerable to non-payment, having obligations with payment arrearages allowed by the terms of the documents, or obligations that are subject of a
Near to Default bankruptcy petition or similar action but have not experienced a payment default. C is typically in default, with little prospect for recovery of principal or interest. C (Lr) are typically in default, with
little prospect for recovery of principal or interest.
DZf(:l?lt Loans /facilities rated D (Lr) are in default or are expected to default on scheduled payment dates.

*Note: CRAB app
its generic rating

ends numerical modifiers 1, 2, and 3 to each generic rating classification from AA through CCC. The modifier 1 indicates that the obligation ranks in the higher end of
category, the modifier 2 indicates a mid-range ranking,; and the modifier 3 indicates a ranking in the lower end of that generic rating category.

SHORT-TERM CREDIT RATING: LOANS/FACILITIES OF BANKS/FIS

(All loans /facilities with original maturity within one year)

RATINGS DEFINITION
ST-1
This rating indicates that the degree of safety regarding timely payment on the loans/facilities is very strong.
Highest Grade 9 9 v res 9 v pay / v 9
ST-2
. This rating indicates that the degree of safety regarding timely payment on the loans/facilities is strong; however, the relative degree of safety is lower than that for issues rated higher.
High Grade
ST-3 This rating indicates that the degree of safety regarding timely payment on the loans/facilities is adequate; however, the issues are more vulnerable to the adverse effects of changing circumstances
Adequate Grade than issues rated in the two higher categories.
ST-4
Marginal This rating indicates that the degree of safety regarding timely payment on the loans/facilities is marginal; and the issues are quite vulnerable to the adverse effects of changing circumstances.
T-
n ST-5 Grade This rating indicates that the degree of safety regarding timely payment on the loans/facilities is minimal, and it is likely to be adversely affected by short-term adversity or less favorable conditions.
ST-6

Lowest Grade

This rating indicates that the loans/facilities are expected to be in default on maturity or is in default.
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