DIRECTOR’S REPORT TO THE SHAREHOLDERS

For the year ending 30 June 2025

Esteemed Shareholders

On behalf of the Board of Directors and we are | warmly welcome all of you to the 39th Annual General Meeting of the
company. The Board of Directors is pleased to take the opportunity to present you to Directors Report for the year
ended 30 June 2025 according to section 184 of the Companies Act, 1994, Rule 12(and the schedule thereunder ) of
the Securities and Exchange Rules, 1987, BSEC Order No. BSEC/CMRRCD/2006-158/207/Admin/ 80 dated June 03,
2018: The Board of Directors of Sonargaon Textiles Limited is pleased to present Auditor’s Report, Audited Statement
of Financial Position, Statement of Profit or Loss & Other Comprehensive Income, Statement of Cash Flows and State-
ment of Changes in Equity, of the financial year: 2024-2025 for your valued consideration.

Bangladesh Economy

Bangladesh has built impressive growth and development momentum over recent decades, and many of its fundamentals
are in place. However, the short-term performance shows moderation and mounting headwinds: growth is slowing,
inflation is high, investment is weak, external vulnerabilities are present. The After a fall in real Gross Domestic Product
(GDP) growth to 7.2 percent in FY25 from 5.8 percent in FY25, economic activity slowed further in FY25. The economy
continues to face significant challenges, including investment moderation, elevated inflation and vulnerabilities within
the financial sector. However, external sector pressures have apparently eased, with robust growth in remittance
inflows and exports bolstering the current account balance in FY25.

Spinning Industry in Bangladesh

The spinning industry in Bangladesh is still facing order challenges from all brands and retailers due to the worldwide
political and financial crisis. As a result, Bangladesh’s spinning industries are also facing order crisis demand from the
export-oriented garments manufacturers. Due to the order crisis yarn price is downward. As the fuel price has also
gone, the selling price does not meet even the production and overhead costs. Spinning mills are still facing 40 to 50
cents loss at each unit. All the spinning mills are struggling and some are already closed due to the continuous crisis
for the last 2 years.

Industry Outlook and possible future developments in the industry

Bangladesh’s spinning industry, a vital part of its textile and garment sector, has faced severe challenges over the past
few years. Industrialization is a major reason for the economic development of a country. As a crucial supplier to the
country’s export-oriented garment industry, the survival of the spinning sector is essential for maintaining global
competitiveness. The collapse of this industry would have serious repercussions, as garment manufactures rely on
locally sourced yarn, which accounts for 60-70% of total production costs. Garment manufactures prefer sourcing yarn
locally to benefit from smaller inventories, quicker quality control responses, and easier payment terms. However, the
significant price gap between local and international spinners pushes many Bangladeshi garment manufactures to
purchase yarn from abroad, weakling the domestic spinning sector.

The main reason for this price discrepancy is Bangladesh’s total dependence on imported cotton. Unlike major
textile-producing countries like China, India, and Pakistan, which have access to locally grown cotton, Bangladeshi
spinners rely entirely on imported raw materials. This dependency not only increases production costs but also limits
the industry’s competiveness globally. As a result, the spinning sector, instead of being a robust backward linage
industry, has become a financial liability.

Availability of abundant natural gas, cheap labor and energy has been the core reason due to which the textile industry
has sustained in Bangladesh over the years. However, in the recent years all the abundant resources which have been
the backbone of the textile industry have turned hostile. The basic raw materials needed in the spinning sector are raw
cotton and synthetic fibers. Sadly, none of these are produced in Bangladesh. The energy which was available in
abundance has become insufficient. Water which was in ample quantity has become scarce as it is being used quickly
and made dirty. Also, the huge population which was available for the labor-intensive industries have not been
employed and looked upon properly. Hence, the core strengths of the textile industry are becoming a major setback
for the industry. However, the government is looking forward to find solution to these problems. The main priority is to
come up with apt solutions to tackle the sensitive issues, and implement strategies that will enhance the growth of
textile industry in Bangladesh.

Segment wise performance is not applicable

Sonargaon Textiles Ltd. is operating single business and geographic segment within the Company operates as such no
segment reporting is felt necessary. The Company produces a single product “Cotton Yarn” of varied count as per
demand and qualities. Hence, Company’s 100% revenue is generated from its only product” Cotton Yarn”. As per
customers’ requirements; on receiving the orders, STL manufactures the products and supplies those to the respective
customers’ destination.
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Risk and Concern

Creating maximum value for the shareholders’' depositors and employees in the long term are managing risk in a
forward-looking manner and identifying & analyzing those risks from the beginning with help of steering risk
strategies, models and parameters. Besides efficiently managing of inventories, proper sourcing & timing, economic
order quantity with the most organized way reduces STL's cost of procurement. For power (electricity), STL is totally
dependent on West Zone Power Distribution Company Ltd. (WZPDCL) Khulna. STL capable to meet up the current
market's need by delivering the quality products to the valued clients. The risk may occur adverse effect to the
Company's sales and profit etc. Mostly, the risk arises from falling demand for the product, shortage of power, shortage
of worker, workers unrest and Raw material shortage along with other related risk such as Interest Rate Risk, Foreign
Exchange Risk, Technology Risk, Market Risk, Political Risk and other regulatory Risk etc. The Company is aware of its
risks concern and well prepared to meet those by systematic control. The Company has exposure to the following risks
for its use of financial instruments: Management has a credit policy in place and exposure to credit risk is monitored on
an ongoing basis. As at 30 June, 2025 substantial part of the receivables are those from its related Company and
subject to insignificant credit risk. Risk exposures from other financial assets. i.e. Cash at bank and other external
receivables are nominal Liquidity risk is the risk that the Company will not be able to meet its financial obligations as
they fall due. The Company's approach to managing liquidity (cash and cash equivalents) is to ensure as far as possible,
that it will always have sufficient liquidity to meet its liabilities when due under both normal and stressed conditions
without incurring unacceptable losses or risking damage to the Company'’s reputation In extreme stressed conditions
the Company may get support from the related Company in the form of short-term financing. The objective of market
risk management is to manage and control market risk exposures within acceptable parameters. The effect of gain or
losses regarding currency risk will be minimal of the gain or loss will be offsetting through the foreign currency
receivable & payable. Moreover, Bangladesh is a country where the flection of spot rate of BDT against USD is minimal
also. Interest rate risk is the risk that arises due to changes in interest rates on borrowing. The Company'’s exposure to the
risk of changes market interest rate relates primarily to the Company's short-term finance and term loan. The Company'’s
policy is to keep its short-term running finance at lowest level by effectively keeping the positive bank balances.

Discussion on Cost of Goods Sold, Gross Profit Margin and Net Profit Margin

Particulars 2024-2025 2023-2024 2022-2023 | 2021-2022 2020-2021
Cost of Goods Sold 336,153,950 170,935,899 | 266,674,461 | 384,467,861 92,242,596
Gross Profit (10,865,826) 28,264,824 17,494,430 70,287,517 16,795,877
Net Profit (21,246,268) 7,198,516 (6,208,625) 8,832,422 (353,333,158)

The Cost of Goods Sold increased by 96.65% compare to last year due to increase of production. Moreover, the Gross
profit also has decreased by 138% due to increase of production cost as a result Net Profit after Tax has decreased by
395% to stood BDT (21,246,268).

Extra-Ordinary Gain or Loss
Extraordinary gains or losses refer to infrequent and unusual gain or loss and which is no part of the Company’s
ordinary/day to day operations. There are no such a gains or losses during the year under reporting.

Quarterly and Annual Financial Performance statements
Amount in BDT

Particulars Quarter -1 Quarter -2 Quarter -3 Quarter -4 2024-25
Total Revenue 47,080,569 772,55,069 126,927,500 74,024,986 325,288,124
Cost of Goods Sold 41,188,356 73,835,380 113,379,848 107,750,366 336,153,950
Gross Profit 5,892,213 3,419,689 13,547,652 (33,725,382 ) (10,865,828)
Operating Profit 219,852 (6,073,785) 5,159,985 (31,03 4,884) (31,728,796)
Profit after Tax 472,796 (5,994 ,755) | 5,779,400 (21,503,709 ) (21,246,268)
Total Equity 511,662,145 505,657,548 | 509,069,445 | 485,703,595 485,703,595
EPS 0.02 (0.23) 0.22 (0.81) (0.80)
NAYV Per Share 19.33 19.1 19.23 18.35 18.35
NOCFPS 0.04 0.025 0.08 0.05 0.05

Total revenue increased in Q3 and Q4 compared to the Q1 & Q2. Net profit also decreased in last 2 quarters due to
production cost & others expenses also market environment was unstable than Q1 and Q2.
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Key Operating and Financial Data
The key operating and financial information for the year 2024-25 along with the preceding five years are presented below:

Particulars 2024-25 2023 24 2022-23 2021-22 2020-21 2019-20
Net Turnover 325,288,124 | 199,200,723 | 284,168,891 | 454,935,378 | 820,596,598 | 793,619,018
Gross profit (10,865,8260) | 28,264,824 | 17,494,430 | 70,287,517 | 155,703,149 | 133,132,991
Net Profit before tax (30,674,218) 62,38,809 | (6,198,432) | 10,514,078 | (19,190,770) | (9,802,500)
Net Profit after Tax (21,246,268) 71,98,516 (6,208,625) | 8,832,422 |(24,608,750) |(14,982,055)
Earnings Per Share (0.80) 0.27 (0.23) 0.33 (0.93) (0.57)
Paid up Capital 264,670,560 (264,670,560 (264,670,560 |264,670,560 | 264,670,560 |264,670,560
Shareholders' Equity 485,703,595 | 511,189,350 |503,990,832 | 301,969,159 | 769,655,870 | 754,673,816
Net asset value per share 18.35 19.31 19.04 11.41 11.08 24.43

Fairness of Financial Statements
The Financial Statements together with the Notes Thereon of the Company present true and fair view of the
Company’s state of affairs result of its operation, cash flows and change in equity.

Proper Books of Accounts
The company has been maintaining proper books of accounts by the prevailing laws.

Appropriate Accounting Policies

The management of Sonargaon Textiles Limited confirms that the appropriate accounting policies have been
consistently applied in preparation of the financial statements and the accounting estimates are based on reasonable
and prudent judgment.

Qualified Report by the Statutory Auditor and Management’s Response against Qualified Report
The Company’s Independent Auditors, after conducting the audit work of our Company's year ended on 30 June 2025,
have drawn qualified opinion on some bases which are as follows:

1. We draw attention to the financial statements, the company reported inventories amounting of BDT 549,892,922
& BDT 684,487,647. At the year-end, the company was unable to facilitate our stock taking procedures.
Consequently, we were unable to verify the inventory & PPE balance through physical verification or by operating
alternative procedures after the year-end. As a result, we could not obtain sufficient appropriate audit evidence to
independently confirm the amount of inventories & PPE stated in the financial statements.

2. During the year, the company reported Purchase of Raw Materials worth BDT 140,665,886 (see note 11.01). Howevetr,
the company conducted a significant portion of transactions in cash. Due to unavailability of reliable information
and the nature of these transactions, we were unable to verify their authenticity.

3. As disclosed in the note # 8.03 to the financial statements regarding Deferred Tax Liabilities, worth of BDT
57,776,842. We have observed that the management of the company did not considered the revalued amount of
PPE at the time of calculation of Deferred Tax. Therefore, the Deferred Tax Liabilities figures reported may include
some misstatement related to this balance.

4. As disclosed in the note # 9.01 of the financial statements regarding “Unclaimed /Unpaid Dividend” worth of BDT
1,560,103. As per Bangladesh Securities and Exchange Commission’s notification BSEC/CMRRCD/2021-391/20/
Admin/121 dated O1 June 2021 and BSEC/CMRRCD/ 2021-386/03 dated 14 January 2021, If any cash dividend
remains unpaid or unclaimed or unsettled or un distributed for a period of 3 (three) years from the date of declaration
or approval or record date, as the case may be, shall be transferred by the issuer to the bank account of the Capital
Market Stabilization Fund within such time as directed by the Commission. However, we have observed that
unclaimed/unpaid dividends for the year 2019 of BDT 1,372,768 and 2022 of BDT 87,702 are lying unpaid during the
year, also, we have observed that the total unpaid amount of liability was not covered by the related bank balance.
So, it is non-compliance of the Bangladesh Labour Act, 2006.

5. As disclosed in note # 9.03 of the financial statements regarding “Workers Profit Participation and Welfare Fund”,
worth of BDT 1,001,817. In the course of the audit of the financial statements, we have observed that the company
has not disbursed and utilized the funds as per the Bangladesh Labour Act, 2006. So, it is a noncompliance of the
Bangladesh Labour Act, 2006.

The Management of the Company have keenly observed that the qualified opinions are required to be solved as soon
as possible in the interest of running the Company as complaint as far as possible so that the regulators are satisfied.
The Board shall take appropriate measures in this regard.

IAS/IFRS Application

The company has been following International Accounting Standards (IAS) and International Financial Reporting
Standards (IFRS), as applicable in Bangladesh in preparation of the financial statements and any departure there from
has been adequately disclosed.
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Internal Control

The Company’s internal control system is designed at Board, Management and individual level to provide reasonable
assurance regarding the achievement of Company’s objectives in respect of effectiveness and efficiency of operations,
reliability of financial reporting, risk management, compliances with applicable laws, rules, regulations and Company’s
policies. The company has strong Internal Audit Department to ensure effective internal control mechanism. The Audit
Committee always give their suggestion and recommendation for efficiently accomplishment of their work and when
required.

Minority Shareholders Protection

Sonargaon Textiles Limited believes that good governance involves open and trust-based cooperation between all
stakeholders, including the owners of the Company-shareholders. The Board of Directors is committed to ensuring the
highest standards of governance designed to protect the interests of all stakeholders, including the rights of minority
shareholders, while promoting integrity, transparency and accountability. The Board of Directors shall always act in a
manner that is in the best interest of the Company.

Going Concern

As per the Paragraph 25 of IAS-1, a Company is required to make assessment at the end of each year to assess its capability
to continue as a going concern. Management of the Company makes such assessment each year. The Company has
adequate resources to continue in operation for the foreseeable future and has wide coverage of its liabilities. For this
reason, the Directors continue to adopt the going concern assumption while preparing the financial statements.

Significant deviation from last year’s operating result

The Turnover, Increased 63.30%, Gross Profit and Net Profit (After Tax) decreased by 138.44% and 395.14% respectively
during the year of 2024-25 in comparison to previous year. Profit after Income Tax, other income and gains, resulting
decreased in Earning per Share. Gross Profit and Net Profit decreased for due to production cost, unstable market
operating & finance cost in the year under review. The Cost of Goods Sold has increased during the year of reporting
due to raw material cost as well as labour cost, fuel/power and factory Overheads which were beyond the control of
the management. The Cost of Goods Sold per unit has increased by 68.64% in the current year over previous year due
to increase of production. Also, changes in turnover, cost of raw materials consumed, packing cost, Power Cost and
Spare Cost in the reporting Year than previous year. The Company however earned Tk. 1,153,422 as non-operating
income (stated in Note No. 14.) of audited accounts) during the year 2024-25 against dividend received from CDBL
and Interest income and others gain.

Reason for not Declare Dividend
During the year 2024-25 due to net loss of BDT Tk. (21,246,268) and negative Retained earnings stood the Board of
Directors recommended no dividend to the Shareholders.

Board statements regarding interim Dividend
The Directors state that no bonus share or stock dividend has been declared in the year 2024-25 or shall be declared
in future as interim.

Composition of the Board

The Board of Directors consists of 6 (Six) members including 2 (Two) Independent Director that Brig. Gen Mohammad
Abdul Halim (Retd) has been reappointment 2nd tenure and 1 (One) female Independent Director (which will be place
for approval upcoming 39th Annual General Meeting) and 1(One) Nominee Director from Bangladesh Development
Bank PLC. The Independent Directors has diverse and professional expertise and experiences. The Directors are from
varied businesses and other backgrounds and their experience enables them to execute independent judgments on
the Board where their views carry substantial weight in the decision making. They contribute to the Company’s
strategy and policy formulation in addition to maintaining its performance as well as its executive management. Brief
resume of the directors has been proved in the “Profile of Directors” section page no. 22.

Changes in the Board

Mr. Md. Masum Syeed, General Manager has been appointed Nominee Director in place Mr. Md. Kabir Ahmed as the
Nominee director of Bangladesh Development Bank PLC. The decision was approved, based on the recommendation
of NRC, in the 158th Board Meeting held on 28 April 2025.

Director’s Retirement and Re-election

A.K.M Azizur Rahman, Chairman of the Company, shall retire as a part of retirement by rotation as per Articles 118 and
119 of the Articles of Association of the Company and being eligible offers herself for re-election.
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Board Meetings and Attendance

During the year 2024-25, total 4 (four) Board Meetings were held. The attendance of the Directors is as stated below:

Name of Directors

Position

No. of Meetings

Held Attended
A.K.M. Azizur Rahman Chairman 4 4
Mr. Bazlur Rahman Managing Director 4 3
Mrs. Rosy Rahman Director 4 4
Brig Gen Mohammed Abdul Halim (Retd) Independent Director 4 4
Mr. Kabir Ahmed Director Nominated by BDB PLC (Till 24.04.2025) 3 3
Mr. Masum Syeed Director Nominated by BDB PLC (Till 24.04.2025) 1 -

Remuneration to Directors

The Directors including Managing Director and Independent Director are paid only meeting attendance fee as
remuneration @ Tk. 7500/- per Board Meeting. The amount of remuneration paid to the Directors during the year

2024-25 is stated below:

Name of Directors Designation Amount (Tk.)
Mr. A.K.M Azizur Rahman Chairman 30,000
Mr. Bazlur Rahman Managing Director 22,500
Mrs. Rosy Rahman Director 30,000
Brig Gen Mohammad Abdul Halim Independent Director 30,000
Mr. Kabir Ahmed Director Nominated by BDB PLC (Till 23.04.2025) 22,500
Mr. Md. Masum Syeed Director Nominated by BDB PLC (Since 24.04.2025) -

Related Party Transaction

Compliant steps have been taken by the Board to avoid any conflict of interests that may arise, in transacting with
related parties as per the definitions of IAS & IFRS. A statement of related party transaction has been presented in

Note 20.00 of the Financial Statements.

Report on Pattern Shareholdings

Pattern of Shareholding as on 30 June 2025 as per Condition No. 1 (5) (xxiii) of the Corporate Governance Code is

shown below:

Name of Shareholders Status Share held |Percentage

I Parent/S.ub5|d|ary/ASSOC|ated . N/A Nill Nil
Companies and other related parties

Il. Directors

Mr. A.K.M Azizur Rahman Chairman 5,200,851 19.65%

Mr. Bazlur Rahman Managing Director (CEO) 2,211,859 8.36%

Mrs. Rosy Rahman Director 3,256,561 12.30%

Brig Gen Mohammad Abul Halim (Retd.) Independent Director Nill Nill

Mr. Md. Masum Syeed Director Nominated by BDB PLC Nill Nill

Ill. CFO, CS and HIAC and their Spouse and Minor Children

Mr. Mohammad Monirul Islam Chief Financial Officer (CFO) Nill Nill

Mr. Pintu Sikder ACS Company Secretary (CS) Nill Nill

Mr. Ismail Hosen Bhuiyan Head of Internal Audit & Nill Nil

Compliances (HIAC)

IV. 5 (Five) Top Salaried Executives other than CEO, CFO, CS and HIAC

Mr. Abrar Rahman Khan Director, Operation Nill Nill

Mrs. Sarita Rahman Director, Finance 620,315 2.34%

Md. Anwar Hossain Executive Director Nill Nill

Mr. Argun Pal DGM, Commercial Nill Nill

Md. Alamgir Kabir DGM, Production Nill Nill

V. Shareholders holding 10% or more voting interest in the Company

Mr. A.K.M Azizur Rahman Sponsor 5,200,851 19.65%

Mrs. Rosy Rahman Director 3,256,561 12.30%
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Directorship with other company and membership of committees of the Board:

Name of Entity A.K.M Azizur Rahman Rosy Rahman Bazlur Rahman
Continental Insurance Limited Director = =
Khansons Textiles Limited Managing Director Director Director
Khansons Holding Limited Managing Director Director Director
Khansons Automobiles Limited Managing Director Director Director
Khansons Corporation Limited Managing Director Director Director
Khanson Jutex Limited Managing Director Director Director

Company’s Website & Financial Information

Sonargoan Textiles Limited launched a new individual website www.sonargaontextiles.com from Khansons Group to
enhance corporate engagement and provide updated information to Stakeholders. The website uploaded details on
the Company activates.

Management’s Discussion and Analysis report

A statement on Management’s Discussion and Analysis, signed by the MD & CEO and presenting a detailed analysis of
the Company’s position and operations along with a brief discussion of changes in the —financial statements and other
requirements of the Corporate Governance Code, is annexed.

Declaration of the CEO and CFO on the financial statements

Declaration of the CEO and CFO on the financial statements as required under the Corporate Governance Code, was
made to the Board. The CEO and the CFO jointly have certified to the Board that there are, to the best of their
knowledge and belief, no transactions entered into by the Company during the year which are fraudulent, illegal or in
violation of the Company’s Code of Conduct. The signed declaration of CEO and CFO is annexed.
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