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Abstract
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In this paper, the Financial performance and growth and sustainability of an organizing has been analyzed. After the introduction, the analysis has started from the second chapter. The Horizontal and Vertical analysis have been conducted to view the changes and get quick overview of the financial statements. Ratio analysis has been conducted to measure the various aspect of financial metrics and to assess the overall performance of the company. The main analysis of this project, Profitability, Sustainability and Growth, are presented in chapter 3,4 and 5. The financial statements have been reformulated to analyze further.

In the profitability analysis we have seen that ACI Limited’s return in net operating asset and return on common equity holders was reasonably good, but there was scope of improvement. The firm was not getting that much return from its operation and its high-level leverage was also reducing the return for the common equity holders. 

In the analysis of growth, we have seen that ACI Limited is struggling with growth. They have very poor yearly growth rate and even negative growth in some years of the analysis. In terms of sustainability, the growth was mostly coming from its core operating items but there were also effect of one- time transitory income. For sustainability of an organization, contribution in growth should come mostly from core income items which will be repeated in the future. So, return from main business operations should be improved.

Overall, to improve the return for common shareholders, ACI Limited needs to generate more return on its operating assets. 
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CHAPTER 1: INTRODUCTION



Introduction to ACI Limited
Company Profile
Advance Chemical Industries (ACI) Limited is one of the largest public limited company in Bangladesh which was incorporated in 24 January 1973 as ICI Bangladesh Manufactures Limited. Later in 1992 ICI divested its investment in Bangladesh to the Management and changed its name to Advanced Chemical Industries. The head office situated at Tejgoan in Dhaka. The company is listed in Dhaka and Chittagong Stock Exchange. It has 5,73,72,955 shares with Authorized capital of 150,00,00,000. 

The company operates across the country through its four diversified strategic business units. ‘ACI Pharmaceuticals’ contributing to improve the health of people of Bangladesh through its innovative and reliable Pharmaceuticals products.

‘ACI Consumer Brands’ is adding value to the daily life of many consumers through its Toiletries, Home care, Hygiene, Electrical, Electronics, Mobile, Salt, Flour, Foods, Rice, Tea, Edible Oil, Paints and International businesses. ACI’s Agribusinesses is one of the largest integrators in Bangladesh in Agriculture, Livestock, Farm Mechanization, Infrastructure Development sector. 

ACI Retail Chain ‘SHWAPNO’ is the largest retail chain of the country. With its 129 outlets across the country, it is serving over 40,000 households each day. 

In the fiscal year 2018-2019 ACI company contributed 37,770 million Taka to the National Exchequer in the form of corporate tax, custom duty and value added tax. 

Mission
ACI’s Mission is to enrich the quality of life of the people through responsible application of knowledge, technology and skills. ACI is committed to the pursuit of excellence through world-class products, innovative process and empowered employees, to provide the highest level of satisfaction to our customers (ACI Limited, 2020).

Vision
To realise the Mission, ACI will (ACI Limited, 2020):
· Provide products and services of high and consistent quality, ensuring value for money to our customers.
· Endeavour to attain a position of leadership in each category of our businesses.
· Develop our employees by encouraging empowerment and rewarding innovation.
· Promote an environment for learning and personal growth.
· Attain a high level of productivity in all our operations through effective utilisation of resources and adoption of appropriate technology.
· Promote inclusive growth by encouraging and assisting our distributors and suppliers in improving efficiency. 
· Ensure superior return on investment through judicious use of resources and efficient operations, utilising our core competencies. 




Objective of the Study
The objective of this study is to assess the financial performance, growth and sustainability of an organization by analysing its financial report. Here for this study as an organization I have selected ACI Limited. 
To evaluate the financial performance, apply technique like Reformulated Financial Statements, Sustainability & Growth analysis along with Traditional techniques like Horizontal and Vertical Analysis.


Methodology
Source of data
The main sources of the data for this study has collected from the ‘Annual Report’ of ACI Limited from 2014 to 2019. Some information collected from their web site. Theoretical information, technical term, definition related to this report was collected from textbooks, various websites. Due to the limitation of the study some assumptions also used as data in this report.

Data Processing 
The data was collected from the website and annual report of ACI Limited. Then the necessary data and information was sorted into different chapters according the report needs. Company profile related data was sorted and used in the chapter one and financial data sorted for the financial analysis in the rest of the chapters of the report. Financial calculation, analysis, graphical representation had prepared by using Microsoft Excel 2019. At last, all the data organized, summarized and prepared this report. 







CHAPTER 2: TRADITIONAL ANALYSIS OF FINANCIAL STATEMENTS








Horizontal Analysis
Horizontal Analysis of Balance Sheet
	PARTICULARS
	2015
	2016
	2017
	2018
	2019

	Assets
	
	
	
	
	

	Property, plant & equipment
	72.15%
	73.63%
	119.82%
	143.21%
	160.37%

	Investments
	3.30%
	5.75%
	14.99%
	42.23%
	47.00%

	Intangible assets
	-60.94%
	19.32%
	-14.84%
	-49.01%
	-67.55%

	Non-current assets
	50.01%
	51.81%
	86.11%
	110.73%
	125.09%

	Inventories
	33.36%
	33.54%
	62.53%
	72.67%
	84.93%

	Trade receivables
	44.41%
	66.59%
	153.55%
	260.12%
	281.96%

	Other receivables
	134.39%
	393.53%
	494.16%
	635.16%
	146.85%

	Inter-company receivables
	-30.54%
	-21.10%
	20.87%
	137.75%
	243.99%

	Advances, deposits and prepayments
	79.15%
	157.03%
	154.44%
	140.10%
	210.71%

	Cash & cash equivalents
	13.65%
	33.94%
	51.15%
	133.74%
	114.68%

	Current assets
	10.40%
	26.99%
	67.58%
	140.63%
	192.23%

	Total Assets
	24.68%
	35.94%
	74.26%
	129.85%
	168.02%

	Equity
	
	
	
	
	

	Share capital
	15.82%
	15.82%
	27.41%
	40.15%
	45.05%

	Share premium
	14.51%
	14.51%
	14.51%
	14.51%
	14.51%

	Reserves
	211.26%
	212.46%
	221.83%
	237.54%
	246.06%

	Retained earnings
	57.29%
	61.85%
	80.46%
	103.05%
	102.61%

	Total Equity
	77.32%
	80.87%
	96.66%
	116.44%
	117.72%

	Liabilities
	
	
	
	
	

	Employee benefits
	23.50%
	33.25%
	61.16%
	82.16%
	112.29%

	Long term bank loan
	-22.14%
	-2.74%
	-83.80%
	158.83%
	939.36%

	Differed tax liabilities
	705.45%
	646.96%
	622.25%
	92.41%
	-100.00%

	Non-current liabilities
	95.37%
	98.42%
	109.83%
	90.78%
	169.09%

	Bank overdraft
	45.52%
	160.05%
	25.49%
	455.03%
	515.48%

	Loans and borrowings
	-52.25%
	-49.96%
	22.91%
	91.68%
	116.81%

	Trade payables
	75.31%
	62.68%
	84.28%
	119.14%
	231.02%

	Other payables
	39.07%
	48.34%
	56.16%
	109.19%
	145.06%

	 Inter-company payables
	-13.48%
	372.33%
	977.01%
	1555.08%
	3213.73%

	Current tax liabilities
	100.55%
	173.11%
	201.45%
	203.21%
	349.49%

	Current Liabilities
	-21.66%
	-3.76%
	54.18%
	143.07%
	207.70%

	Total Liabilities
	-14.31%
	2.67%
	57.68%
	139.78%
	205.27%

	Total Equity & Liabilities
	24.68%
	35.94%
	74.26%
	129.85%
	168.02%



Horizontal analysis, also known as the trend analysis shows the changes of components of the financial statements by comparing the current year’s values against those of the base year.
Here above we can see horizontal analysis of balance sheet of ACI Limited. Year 2014 has chosen as the base year in this trend analysis.
The Non-current Assets has increased continuously from 50.01% at 2014 to 125.09% in 2019. The key driver for this boost is due to the heavily investment on Property, plant and equipment which has increased more than double in the year of 2018 & 2019 from the year of 2015. 

If we look forward to the Current Assets then we can see a tremendous growth. From 10.40% in 2015 it has reach 192.23% in 2019. The key components behind this jump are the Receivables and increased in liquid asset- Cash and cash equivalent. 
So, the overall increase in Total Assets also can guess from above discussion. ACI Limited increased Accounts Receivable is a notable issue here. The above increased of Total assets also indicate the expansion of business of ACI Limited which is obviously a positive sign. 

If we look into the Liability section, we can highlight that their Long-term Bank Loan has increased al lot over the period. We can see the increase of about 158% in 2018 and 939% in the year of 2019. Reason for this huge loan can for expanding businesses, paying-off debts. But this is a big issue as debt comes with cost. Consequence for this can be seen in the year of 2019 where we can see the Differed tax liability -100% represents it has completely paid off. 
Inter Company payable also increased significantly which represents the payable owed to Parent or any subsidiary of Parent company (Insider, n.d.). 
Overall Liabilities & Equity increases over the time as the business grown. 
















Horizontal Analysis of Income Statement
	PARTICULARS
	2015
	2016
	2017
	2018
	2019

	Revenue
	18.2%
	-35.5%
	48.6%
	73.6%
	76.9%

	Cost of goods sold
	16.2%
	-38.7%
	41.4%
	69.9%
	66.6%

	Gross profit
	21.1%
	-31.1%
	58.5%
	78.7%
	91.2%

	Administrative, selling & distribution expenses
	36.6%
	-15.5%
	92.4%
	120.9%
	135.2%

	Other income
	5.7%
	13.9%
	-19.7%
	13.2%
	-183.5%

	Operating profit
	-9.7%
	-59.5%
	-10.9%
	-6.1%
	-7.0%

	Gain from sale of brands
	
	-88.4%
	-84.0%
	-78.6%
	-100.0%

	Investment impairment provision
	-80.0%
	-86.7%
	-80.0%
	-80.0%
	-90.9%

	Net finance costs
	-68.6%
	-92.4%
	-31.6%
	48.8%
	124.6%

	Profit before contribution to WPPF
	199.4%
	-27.3%
	31.6%
	30.4%
	-26.7%

	Contribution to WPPF
	11.2%
	-27.3%
	31.6%
	30.4%
	-13.2%

	Profit before tax
	209.3%
	-27.3%
	31.6%
	30.4%
	-27.4%

	Current tax
	9.5%
	-21.0%
	27.4%
	93.0%
	59.3%

	Deferred tax income/(expense)
	-1065.3%
	2.8%
	-28.7%
	846.0%
	430.4%

	Profit after tax
	234.9%
	-28.5%
	30.8%
	38.6%
	-42.2%



From the above analysis we can see the continuous Revenue (Sales) growth. Beside the revenue growth, one of the notable improvements here is that the firm has managed to reduce its cost of goods sold in 2019 than the previous year. In the of 2019 the firms have about 3% higher sales than previous year- 2018 but with near 3.3% less Cost of goods sold.
ACI Limited Operating Profit decreasing relative to the base year. Most decreased year was 2015, which was about to -59.2%. So ACI Limited have scope of improvement here. They should try to decrease their Administrative, selling and distribution expenses. 
If we look at the Net Profit, then we can see that from the year to the rest of the period, Profit increasing and decreasing. In 2015 it was 234.9% but it has decreased severely in 2016 with -28.5% relative to its base year in the analysis. The company has seen growth in net profit again in the year of 2017 and 2018. Again, it has decreased in the year of 2019. There is a big issue for their Net profit growth.




Vertical Analysis
Vertical Analysis of Balance Sheet

	PARTICULARS
	2015
	2016
	2017
	2018
	2019

	Assets
	
	
	
	
	

	Property, plant & equipment
	33.78%
	31.25%
	30.87%
	25.89%
	23.77%

	Investments
	9.60%
	9.01%
	7.65%
	7.17%
	6.36%

	Intangible assets
	0.002%
	0.005%
	0.003%
	0.001%
	0.001%

	Differed tax Assets
	0.00%
	0.00%
	0.00%
	0.00%
	0.16%

	Non-current assets
	43.39%
	40.27%
	38.51%
	33.06%
	30.29%

	Inventories
	20.40%
	18.73%
	17.79%
	14.33%
	13.16%

	Trade receivables
	10.07%
	10.66%
	12.66%
	13.63%
	12.40%

	Other receivables
	1.37%
	2.64%
	2.48%
	2.33%
	0.67%

	Inter-company receivables
	15.57%
	16.22%
	19.38%
	28.91%
	35.87%

	Advances, deposits and prepayments
	6.49%
	8.54%
	6.59%
	4.72%
	5.23%

	Cash & cash equivalents
	2.72%
	2.94%
	2.58%
	3.03%
	2.39%

	Current assets
	56.61%
	59.73%
	61.49%
	66.94%
	69.71%

	Total Assets
	100.00%
	100.00%
	100.00%
	100.00%
	100.00%

	Equity
	
	
	
	
	

	Share capital
	2.06%
	1.89%
	1.62%
	1.35%
	1.20%

	Share premium
	2.08%
	1.91%
	1.49%
	1.13%
	0.97%

	Reserves
	16.88%
	15.54%
	12.49%
	9.93%
	8.73%

	Retained earnings
	39.50%
	37.28%
	32.43%
	27.66%
	23.67%

	Total Equity
	60.52%
	56.61%
	48.02%
	40.07%
	34.57%

	Liabilities
	
	
	
	
	

	Employee benefits
	2.83%
	2.80%
	2.64%
	2.26%
	2.26%

	Long term bank loan
	0.22%
	0.25%
	0.03%
	0.40%
	1.36%

	Differed tax liabilities
	2.61%
	2.22%
	1.67%
	0.34%
	0.00%

	Non-current liabilities
	5.66%
	5.27%
	4.35%
	3.00%
	3.63%

	Bank overdraft
	3.22%
	5.27%
	1.98%
	6.65%
	6.33%

	Loans and borrowings
	14.59%
	14.03%
	26.88%
	31.78%
	30.83%

	Trade payables
	3.28%
	2.79%
	2.47%
	2.22%
	2.88%

	Other payables
	8.08%
	7.90%
	6.49%
	6.59%
	6.62%

	 Inter-company payables
	0.61%
	3.07%
	5.47%
	6.37%
	10.93%

	Current tax liabilities
	4.04%
	5.05%
	4.35%
	3.32%
	4.22%

	Current Liabilities
	33.82%
	38.11%
	47.63%
	56.93%
	61.81%

	Total Liabilities
	39.48%
	43.39%
	51.98%
	59.93%
	65.43%

	Total Equity & Liabilities
	100.00%
	100.00%
	100.00%
	100.00%
	100.00%



Vertical Analysis is the proportional analysis of a financial statement, where each line item on a financial statement is listed as a percentage of another item (Bragg, 2020). 
For the percentage calculation of vertical analysis of balance sheet, Total Assets has chosen as the denominator.  
As we can see in the above analysis, the Non-current assets were 43.39% of Total Assets in the year of 2015 and then gradually decreasing and became 30.29% of total assets in 2019. 
The reason of decrease of proportion of Non-current asset can be guessed by looking at the Current Assets proportion relative to Total assets of ACI Limited. In the year of 2015 the Current Asset was 56.61% of Total assets and it gradually increased and reached to 69.71% of Total assets in 2019. This higher proportion of current assets mean the strong position of working capital and its ability to pay/meet debt obligation. The firm also has funds for further investment than previous year.
 
By looking at the Liabilities portion we can conclude that the firm has very low amount of Long-term liability and each year they had reduced the amount of long-term debt. ACI Limited had more of Short term/ Current Liabilities which they might find more convenient for source of funds. So that’s why we can see the Current liability was 33.82% of Total liabilities in 2015 and increased to 61.81% of Total liabilities in the year of 2019. This figure also indicate that they must had to satisfy this current obligation with their cash & cash equivalent shortly. 



Vertical Analysis of Income Statements
	PARTICULARS
	2015
	2016
	2017
	2018
	2019

	Revenue (Sales)
	100.00%
	100.00%
	100.00%
	100.00%
	100.00%

	Cost of goods sold
	-57.01%
	-55.16%
	-55.23%
	-56.79%
	-54.64%

	Gross profit
	42.99%
	44.84%
	44.77%
	43.21%
	45.36%

	Administrative, selling & distribution expenses
	-32.53%
	-36.92%
	-36.45%
	-35.81%
	-37.42%

	Other income
	0.60%
	1.18%
	0.36%
	0.44%
	-0.32%

	Operating profit
	11.06%
	9.10%
	8.69%
	7.84%
	7.62%

	Gain from sale of brands
	17.30%
	3.69%
	2.21%
	2.53%
	0.00%

	Investment impairment provision
	-0.21%
	-0.25%
	-0.16%
	-0.14%
	-0.06%

	Net finance costs
	-0.64%
	-0.28%
	-1.11%
	-2.06%
	-3.05%

	Profit before contribution to WPPF
	27.52%
	12.26%
	9.62%
	8.16%
	4.50%

	Contribution to WPPF
	-0.51%
	-0.61%
	-0.48%
	-0.41%
	-0.27%

	Profit before tax
	27.01%
	11.64%
	9.14%
	7.75%
	4.24%

	Current tax
	-2.69%
	-3.57%
	-2.49%
	-3.23%
	-2.62%

	Deferred tax income/(expense)
	-2.46%
	0.48%
	0.14%
	1.64%
	0.90%

	Profit after tax (Net Profit)
	21.85%
	8.56%
	6.79%
	6.16%
	2.52%



Here in this vertical analysis of Income Statements, various line item has shown as a percentage of Revenue (Sales). 
From the year of 2015 to 2019 the cost of goods sold were more than 50% of its Sales Revenue. This is not in a favorable position for ACI Limited. They should look about this matter and try to reduce the cost of goods sold. Operating profit was 11.06% of Sales at 2015 and gradually decreased to 7.62% in 2019. Reason behind this continuous decreased of Operating profit proportionate to sales were the increased of Administrative, selling & distribution which had grown each year. 
If we look at the bottom, the Net Profit which was 21.85% of Sales in 2015 had decreased each year and fall at 2.52% in the year of 2019. That can be mentioned as a big issue for ACI Limited. They should try to reduce their expenses so that the firm can be abled to convert more amount from its Sells revenue into profit. 





Financial Ratio Analysis
Liquidity Ratio
Liquidity ratio is a type of financial ratio that used to determine a company’s ability to pay its short-term debt obligations (Corporate Finance Institute, n.d.). A healthy liquidity ratio represents favorable position of liquidity of a firm which can also help to get new credit form borrowers. 

Now let’s look about three commonly used ratio- current ratio, quick ratio, and cash ratio of ACI Limited. 

Current Ratio[footnoteRef:1] [1:  Current Ratio= ] 

Current ratio shows a company’s ability to pay of its current liability with its current assets.

	Year
	2015
	2016
	2017
	2018
	2019

	Current Ratio
	1.67
	1.57
	1.29
	1.18
	1.13




 
The current ratio of ACI Limited was 1.67 in the year of 2015 means for 1 taka of current liability, the firm had 1.67 taka of current assets. So, it was very good liquidity position for the firm. As we can identify by looking at the downward pattern graph above, the firm Current ratio decreased each year after the year of 2015 and reached at 1.13 in the year of 2019 but still the firm has more current assets to satisfy its current debt. The reason behind this decreased current ratio could be for the new investments made each year. Too much current ratio is also indicating that the firm has idle funds that can be used for other business activities. So overall ACI Limited current ratio is good.

Quick Ratio[footnoteRef:2] [2:  Quick Ratio= ] 

The quick ratio measures the company ability to pay off its short-term liabilities with its most liquid assets- the assets which can be converted into cash quickly. These assets are cash, marketable securities, account receivables.

	Year
	2015
	2016
	2017
	2018
	2019

	Quick Ratio
	0.88
	0.85
	0.78
	0.84
	0.83





Quick ratio of ACI Limited for the period of 2015 to 2019 remains on an average close to each year. The quick ratio of 0.83 in the year of 2019 means the firm can pay its current obligation 0.83 times with the most liquid assets. In this trend (2015-2019) according the quick ratio the liquidity of firm was most in 2015 with 0.88 quick ratio and least in 2017 with 0.78 quick ratio. 

Cash Ratio[footnoteRef:3] [3:  Cash Ratio= Cash & cash equivalents/ current liability] 

Cash ratio is more strict approach of measuring liquidity. This ratio indicates a firm’s ability to pay its short-term liabilities with cash and cash equivalents. 

	Year 
	2015
	2016
	2017
	2018
	2019

	Cash Ratio
	0.08
	0.08
	0.05
	0.05
	0.04





Here ACI Limited had 0.08 of Cash ratio in the year of 2015 & 2016 which indicates that the firm had about 8% of Cash and cash equivalents to pay off the short-term obligations. After 2016 the ratio decreased and reached to 0.04 means the firm had only 4% of cash and cash equivalents to satisfy the current short-term liabilities. So ACI Limited liquidity in terms of this ratio is not so good. The company don’t have enough cash to pay off its debt quickly. 

Profitability Ratio
Profitability ratios measures how well a company or business is performing to generate revenues, profits, and cash flow. Some major profitability ratio has demonstrated bellow. 

Gross Profit Margin[footnoteRef:4] [4:  Gross Profit Margin= (Total Revenue- COGS)/Total Revenue] 

	Year 
	2015
	2016
	2017
	2018
	2019

	Gross Profit Margin
	43.0%
	44.8%
	44.8%
	43.2%
	45.4%


 

The gross profit margin of 43% shows that for 1 Taka of revenue the firm had generated 0.43 Taka of gross profit while 0.57 was cost of goods sold. Next two year, 2016 & 2017 they improved little with 44.8% of gross margin. Later in 2018 the margin decreased to 43.2% which means the increase of cost of goods sold than previous year. In the year of 2019 the company cost of goods sold was 54.6% of revenue which was less in this trend. So ACI Limited has improved its operation and that’s why the firm now have less cost of goods sold and generating more gross profit from the revenue which can be used to pay other sells and administrative expenses. But still the firm cost of goods sold is more than half of its revenue so ACI Limited should work on this matter.

Operating Profit Margin
Operating profit margin shows the percentage of profit company generating from its operation before subtracting interest and taxes. 
	Year
	2015
	2016
	2017
	2018
	2019

	Operating Profit Margin
	11.1%
	9.1%
	8.7%
	7.8%
	7.6%





Here we can see from the above table and chart, ACI Limited operating profit margin performance had decreased each year after the year of 2015 to 2019. The operating profit margin of 7.6% in 2019 reflects that after deducting operating expenses, for every 1 taka of revenue the company generating 0.076 Taka. The lowered amount of gross profit margin than previous years was due to more operating expenses. So, to improve gross profit ACI Limited should focus to reduce the operating expenses. 

Net Profit Margin[footnoteRef:5] [5:  Net Profit Margin= (Net Profit/Revenue)] 

Net profit margin shows the percentage of net profit a company generate from its revenue. 
	Year 
	2015
	2016
	2017
	2018
	2019

	Net Profit Margin
	21.9%
	8.6%
	6.8%
	6.2%
	2.5%




The downward chart reflecting that the ACI Limited performance in terms of generating net profit from the revenue decreased each year. In 2015 the net profit margin of 21.9% indicates that for each 1 taka of revenue the business earns 0.29 taka in net profit. As already mentioned, later years the net profit margin falls and reached at 2.5% of revenue in the year of 2019 which means for each taka of revenue firms earning 0.025 in net profit. Reason for this was increased in cost relative to its earnings. So ACI Limited should focus here to improve its net profit margin. 

Return on Assets[footnoteRef:6] [6:  ROA= Net Income/End period assets] 

Return on assets (ROA) measures the profitability of a business in relation to its total assets. Higher ratio indicates that the business is productive and efficient in managing its economic resources. 
	Year 
	2015
	2016
	2017
	2018
	2019

	Return on Asset
	16.4%
	3.2%
	4.6%
	3.7%
	1.3%




In the year of 2019 the ROA of 1.3% reflects that for each 1 taka of investment in assets the business is getting return of 1.3% in net profit.
ACI Limited had better ROA in the year of 2015 which was 16.4% but later decreased. So, this indicates that assets are not being utilizing properly or there is scope of improvement managing its resources so that the business can generate more return from its investment in assets. 

Solvency Ratios
Debt-Equity Ratio[footnoteRef:7] [7:  Debt-Equity Ratio= Total Debt/Shareholder’s Equity] 

Debt equity ratio measures the proportion of debt against the shareholder’s equity. It’s a leverage ratio.
	Year 
	2015
	2016
	2017
	2018
	2019

	Debt Equity Ratio
	0.30
	0.35
	0.60
	0.97
	1.11




The debt equity ratio of 0.30 in the year of 2015 indicate that for every taka in equity, ACI Limited had 0.30 in leverage. For the period of 2015 and 2016 the firm’s low debt-equity ratio reflects that it was equity based financed. The increased debt equity ratio from the year of 2016 to 2019 reflects that ACI Limited gradually depends on debt financing and become levered firm. High leverage is preferable when the business have stable and significant cash flow generation to cover the finance cost. 

Debt to Asset Ratio[footnoteRef:8] [8:  Debt to Asset Ratio = Total Debt/ Total Assets] 

Debt to asset ratio shows the percentage of asset financed with debt. Higher ratio indicates the company has greater level of leverage thus financial risk. Creditor use this ratio to find out the amount of debt in a company, ability to repay debts and determine whether new loan can be provided to that company. 
	Year
	2015
	2016
	2017
	2018
	2019

	Debt to Asset Ratio
	18%
	20%
	29%
	39%
	39%





As we can see in the above that for the period of 2015 to 2019 ACI Limited have more assets than its debt. In 2015 company’s assets was financed by only 18% with debt. In later period the amount of debt financing on the assets increased and reached 39% in the year of 2019. So overall the firm is solvent and if needed the firm can meet its obligation by selling the assets. The lower ratio also indicates that ACI Limited is less risky thus the company can get additional funds from creditors. 

Debt to Capital Ratio[footnoteRef:9] [9:  Debt to Capital Ratio = ] 

Debt to capital ratio reflects the capital structure of a company and by looking at this investor can get some idea whether the company is suitable for investment. Higher debt to capital ratio indicates company is funded by debt more than the equity thus it considered risky.
	Year
	2015
	2016
	2017
	2018
	2019

	Debt to Capital Ratio
	23%
	26%
	38%
	49%
	53%




In the year of 2015, 23% of total capital is funded by debt. 
For the year of 2015 to 2018, ACI Limited capital structure was based in equity, means the company was mostly funded with the equity. In year of 2019 the company’s capital structure include 53% of debt so the firm is now funded more with debt than equity. But this doesn’t represent that the company has become risky because the capital structure varies industry to industry. Since ACI Limited is a manufacturing company and they have very good cash flow so the company capital structure is good. The company may change its policy and become leverage firm gradually. 









CHAPTER 3: REFORMULATION OF STATEMENTS


	


Reformulated Balance Sheet
Reformulated Balance sheet and Income statement give the detail to discover the sources of profitability and growth. The reformulation of two statements will help us for the analysis of profitability and growth. 
The key objective of reformulation is statements is distinguishing operating activities from financing activities of a business which GAAP statements does not.
 
	
	2015
	2016
	2017
	2018
	2019

	Assets
	
	
	
	
	

	Operating Assets
	
	
	
	
	

	   Property, plant & equipment
	6,540,146,827 
	6,596,603,946 
	8,351,257,991 
	9,239,752,048 
	9,891,773,622 

	   Intangible assets
	322,505 
	985,105 
	703,033 
	420,961 
	267,889 

	   Deferred tax assets
	
	
	
	
	66,022,919

	   Inventories
	3,949,039,201 
	3,954,270,304 
	4,812,712,892 
	5,112,920,562 
	5,476,073,385 

	   Trade receivables
	1,950,274,156 
	2,249,796,350 
	3,424,250,145 
	4,863,502,651 
	5,158,495,642 

	   Other receivables
	264,994,676 
	557,976,730 
	671,756,229 
	831,162,716 
	279,084,513 

	   Inter-company receivables
	3,013,956,328 
	3,423,518,581 
	5,244,723,445 
	10,316,025,950 
	14,925,700,916 

	   Advances, deposits and prepayments
	1,255,666,334 
	1,801,490,477 
	1,783,351,550 
	1,682,853,702 
	2,177,759,800 

	   Cash
	140,718,584 
	165,921,788 
	186,046,240 
	317,081,730 
	210,198,640 

	Total Operating Assets
	17,115,118,611 
	18,750,563,281 
	24,474,801,525 
	32,363,720,320 
	38,185,377,326 

	Financial Assets
	
	
	
	
	

	   Investments
	1,858,500,465 
	1,902,534,456 
	2,068,658,731 
	2,558,852,523 
	2,644,630,237 

	   Cash Equivalents
	384,955,436 
	453,578,392 
	513,075,467 
	764,047,245 
	782,757,768 

	Total Financial Assets
	2,243,455,901 
	2,356,112,848 
	2,581,734,198 
	3,322,899,768 
	3,427,388,005 

	Total Assets
	19,358,574,512 
	21,106,676,129 
	27,056,535,723 
	35,686,620,088 
	41,612,765,331 

	Liabilities
	
	
	
	
	

	Operating Liabilities
	
	
	
	
	

	   Employee benefits
	547,555,895 
	590,798,572 
	714,518,731 
	807,636,638 
	941,229,157 

	   Deferred tax liabilities
	505,368,235 
	468,670,449 
	453,162,012 
	120,722,018 
	0 

	   Trade payables
	635,201,972 
	589,428,656 
	667,713,020 
	794,002,139 
	1,199,383,457 

	   Other payables
	1,563,850,404 
	1,668,071,770 
	1,756,008,202 
	2,352,363,174 
	2,755,802,022 

	    Inter-company payables
	118,788,291 
	648,506,965 
	1,478,731,674 
	2,272,416,036 
	4,549,730,210 

	   Current tax liabilities
	782,598,660 
	1,065,742,865 
	1,176,320,068 
	1,183,202,172 
	1,754,033,737 

	Total Operating Liabilities
	4,153,363,457 
	5,031,219,277 
	6,246,453,707 
	7,530,342,177 
	11,200,178,583 

	Financial Liabilities
	
	
	
	
	

	   Long term bank loan
	42,522,004 
	53,115,317 
	8,849,819 
	141,353,004 
	567,627,935 

	   Bank overdraft
	622,572,152 
	1,112,583,550 
	536,895,307 
	2,374,634,769 
	2,633,244,019 

	   Loans and borrowings
	2,824,962,899 
	2,960,437,984 
	7,271,860,274 
	11,340,784,233 
	12,827,624,558 

	Total financial liabilities
	3,490,057,055 
	4,126,136,851 
	7,817,605,400 
	13,856,772,006 
	16,028,496,512 

	CSE (Common shareholder's equity)
	11,715,154,000 
	11,949,320,001 
	12,992,476,616 
	14,299,505,905 
	14,384,090,236 

	Total Liabilities & CSE
	19,358,574,512 
	21,106,676,129 
	27,056,535,723 
	35,686,620,088 
	41,612,765,331 

	
	
	
	
	
	

	NOA (Net operating assets)
	12,961,755,154 
	13,719,344,004 
	18,228,347,818 
	24,833,378,143 
	26,985,198,743 

	NFO (Net financial obligation)
	1,246,601,154 
	1,770,024,003 
	5,235,871,202 
	10,533,872,238 
	12,601,108,507 

	CSE (Common shareholder's equity)
	11,715,154,000 
	11,949,320,001 
	12,992,476,616 
	14,299,505,905 
	14,384,090,236 


 As we can see above that unlike typical GAAP balance sheet, here asset and liabilities has classified into operating and financing assets and liabilities. 
Operating assets and liabilities are those involved in selling goods and services. Financial assets and liabilities are those which are involved in raising funds or cash for operations of business and disbursing excess cash from operations. 
From the above reformulated statement, we have got NOA (Net operating assets) which is the difference between operating assets and operating liability. NFO (Net financial obligation) is the net of financial assets and liabilities indicating that the firm has more financial liability then financial assets (Negative Net financial assets). 
 
CSE (common shareholder’s equity) is the investment in operating and financing assets thus it is equal to Net operating assets and Net financial assets. Since investment in financial assets is negative here that results Net financial obligation (NFA) so CSE is the difference between NOA and NFO. 





Reformulated Comprehensive Income Statements
	Particulars
	
	
	
	
	

	Operating Revenue
	14,566,843,648 
	7,941,212,395 
	18,305,730,559 
	21,387,105,125 
	21,795,582,592 

	(-) Cost of  goods sold
	8,304,836,601 
	4,380,426,988 
	10,109,829,839 
	12,144,878,812 
	11,909,984,608 

	Gross Margin
	6,262,007,047 
	3,560,785,407 
	8,195,900,720 
	9,242,226,313 
	9,885,597,984 

	(-) Operating Expenses
	
	
	
	
	

	Administrative, selling & distribution expenses
	4,738,040,174 
	2,932,028,705 
	6,671,589,171 
	7,659,725,997 
	8,155,678,020 

	Worker profit participation fund expense
	74,412,418 
	48,668,464 
	88,086,654 
	87,265,767 
	58,117,222 

	Operating income from sales (before tax)
	1,449,554,455 
	580,088,238 
	1,436,224,895 
	1,495,234,549 
	1,671,802,742 

	(-) Taxes
	
	
	
	
	

	     (+) Tax as reported
	392,372,500 
	283,144,205 
	456,540,049 
	691,377,463 
	570,831,565 

	     (-) Deffered tax income/ (expense)
	(357,933,540)
	38,101,185 
	26,440,165 
	350,759,874 
	196,683,207 

	     (+) Tax benefit from net financial expenses
	23,246,526 
	5,595,590 
	50,700,643 
	110,241,669 
	166,400,481 

	     (-) Tax allocated to other operating income
	643,711,613 
	91,414,028 
	111,579,932 
	149,900,951 
	(20,461,828)

	Operating income from sales (after tax)
	1,319,713,502 
	420,863,656 
	1,067,004,301 
	1,194,276,242 
	1,110,792,075 

	(±) Other operating income (before tax items)
	
	
	
	

	     Gain from sale of brands
	2,520,002,006 
	292,900,000 
	403,900,000 
	540,300,000 
	0 

	     Gain/(loss) on sell of asset
	(5,352,232)
	157,330 
	5,223,108 
	(1,037,796)
	(179,946,422)

	     Investment impairement provision
	(30,000,000)
	(20,000,000)
	(30,000,000)
	(30,000,000)
	(13,600,000)

	    Other operating income
	90,196,679 
	92,598,782 
	67,196,621 
	90,341,601 
	111,699,109 

	(-) Tax on other operating income
	643,711,613 
	91,414,028 
	111,579,932 
	149,900,951 
	(20,461,828)

	±Other operating income (after tax items)
	
	
	
	
	

	     Foreign currency translations gain/loss
	2,423,151 
	1,338,824 
	(6,095,634)
	4,177,893 
	(737,186)

	Operating Income after tax
	3,253,271,493 
	696,444,564 
	1,395,648,464 
	1,648,156,989 
	1,048,669,404 

	(-) Net Financial Expense
	92,986,105 
	22,382,361 
	202,802,570 
	440,966,676 
	665,601,925 

	Tax benefit of net financial expense
	23,246,526 
	5,595,590 
	50,700,643 
	110,241,669 
	166,400,481 

	Net Profit after tax
	3,183,531,914 
	679,657,793 
	1,243,546,536 
	1,317,431,982 
	549,467,960 

	Other comprehensive inceom, net of tax
	2,217,910,680 
	12,630,592 
	98,385,547 
	164,878,913 
	89,444,443 

	Total Comprehensive income
	5,401,442,594 
	692,288,385 
	1,341,932,083 
	1,482,310,895 
	638,912,403 



Reformulated income statement is on comprehensive basis and items are grouped into operating and financing categories. With this reformulated statement, two component- operating income and net financial expense are unlocked. 
The primary implication of above two reformulated statement will be in this paper on the analysis of profitability. 





CHAPTER 4: ANALYSIS OF PROFITABILITY


First Level Break Down
The analysis of the drivers of return on common equity- ROCE is called profitability analysis (Penman, 2013).
Profitability will be measured by analyzing the “Return on Common Equity”- ROCE. 

The first level breakdown of ROCE distinguishes Financing and operating activities and the effect of leverage.

Financial Leverage
Financial leverage is the degree to which net operating assets are financed by borrowing with net financial obligations (Penman, 2013). 
[image: ][footnoteRef:10] [10:  ROCE = Return on common equity
    RNOA = Return on net operating assets
    FLEV = Financial leverage
    NBC = Net borrowing cost
    Spread = RNOA- NBC

*Note: The details calculation has given in the last at appendix section.] 



	Year
	2015
	2016
	2017
	2018
	2019

	RNOA = OI/NOA
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%

	FLEV = NFO/CSE
	0.1064
	0.1481
	0.4030
	0.7367
	0.8760

	NBC = NFE after tax/NFO
	1.86%
	0.32%
	0.97%
	1.05%
	1.32%

	Spread = RNOA-NBC
	23.23%
	4.76%
	6.69%
	5.59%
	2.57%

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%



ROCE is levered up over the RNOA when we have positive effect of financial leverage. If the firm have no leverage then ROCE is equal to RNOA. So, Financial leverage generate a higher return for shareholders if the firm can earn more on its operating assets than its borrowing cost but if it doesn’t then financial leverage decrease the shareholders’ return.

	Year
	2015
	2016
	2017
	2018
	2019

	RNOA 
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%

	FLEV 
	0.1064
	0.1481
	0.4030
	0.7367
	0.8760

	NBC 
	1.86%
	0.32%
	0.97%
	1.05%
	1.32%

	Spread
	23.23%
	4.76%
	6.69%
	5.59%
	2.57%

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%



As we can see above that ACI Limited ROCE had decreased over the period from the year of 2015 to 2019. In 2015 the ROCE was 27.57% where it had fall at 6.13% at 2019. The reason is behind this is we can identify from above table that the firm financial leverage increased (FLEV) over the period but the firm couldn’t generate greater RNOA, it has decreased over the period and at a result operating spread also was low thus result lower ROCE than 2015. 
ACI Limited had improved ROCE in the year of 2017 and 2018 than the year of 2016 but again decreased in the year of 2019. 

But overall, as the firm RNOA is greater than the after-tax net borrowing cost so we can say that ACI Limited has favorable financial leverage because the firm operations is earning more than the financial cost. 




Operating Liability Leverage[footnoteRef:11] [11:  Detail calculation and required formula has given in the appendix section. ] 

As financial liabilities can lever up the return on common equity (ROCE), operating liability also can lever up the return on net operating assets (RNOA) since operating liability reduce the net operating assets thus lever the RNOA. So, there should be an optimum level of operating liability as credit comes with price.

[footnoteRef:12]RNOA= ROOA + (OLLEV×OLSPREAD) [12:  RNOA = Return on net operating assets
    ROOA = Return on operating assets
   OLLEV = Operating liability leverage
   OLSPREAD = Operating liability leverage spread] 


	Operating leverage
	2015
	2016
	2017
	2018
	2019

	ROOA
	21%
	5.53%
	7.43%
	6.66%
	4.73%

	OLLEV
	0.32
	0.37
	0.34
	0.30
	0.42

	OLSPREAD
	13.90%
	-1.22%
	0.68%
	-0.09%
	-2.02%

	RNOA
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%



Here ACI Limited had able to generate most RNOA in the year of 2015 which was 25.10% and later it has decreased and reached at 3.89% in the year of 2019. The reason behind this we can see that the firm ROOA has decreased over the period and also for lower and negative SPREAD (negative spread indicates unfavorable operating leverage). The negative operating liability leverage spread (OLSPREAD) in the year of 2016, 2018 and 2019 means that there is no contribution has come from the leverage effect.

Key implication of this application is that, keep the SPREAD constant if ACI Limited can use operating liability more effectively and the return on operating assets surplus the short-term borrowing rate then the operating leverage will have positive contribution to RNOA. 





Summing Financial Leverage and Operating Liability Leverage Effects on Shareholder Profitability
Financial leverage and operating liability leverage influence both shareholder profitability and ROCE. If there is no leverage then the return on common equity- ROCE will be equal to the return on operating assets. 
ROCE = ROOA + (RNOA-ROOA) +(ROCE-RNOA)

	 
	2015
	2016
	2017
	2018
	2019

	ROOA
	20.65%
	5.53%
	7.43%
	6.66%
	4.73%

	(RNOA-ROOA)
	4.45%
	-0.45%
	0.23%
	-0.03%
	-0.84%

	(ROCE-RNOA)
	2.47%
	0.71%
	2.70%
	4.12%
	2.25%

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%



In the year of 2015 the majority contribution to ROCE had come from ROOA and operating leverage and financial leverage also affect positively. But later in 2016, the operating leverage (RNOA-ROOA) spread negative indicates that there was no contribution from operating leverage thus result lower ROCE. Same thing had happened in the year of 2018 and 2019. But all the years in this trend the financial leverage was favorable and had contribution to ROCE. 



Second-Level Breakdown: Drivers of Operating Profitability
In this analysis we will unlock the components that are contributing in RNOA and also can specifically identify which area need to be improved to have more return on net operating asset (RNOA). 
RNOA has two drivers:
1. Operating Profit Margin (PM)
PM = OI (after tax)/Sales
2. Asset Turnover (ATO)
ATO = Sales/ NOA
The profit margin reveals the profitability of each taka of sales where ATO- asset turnover amount of net operating assets used to generate o taka of sales.

ROCE = RNOA + [FLEV×(RNOA-NBC)]
= (PM×ATO) + [FLEV ×(RNOA-NBC)]

	                 Year
	2015
	2016
	2017
	2018
	2019

	PM
	22.33%
	8.77%
	7.62%
	7.71%
	4.81%

	ATO
	1.12
	0.58
	1.00
	0.86
	0.81

	RNOA
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%

	FLEV
	0.1064
	0.1481
	0.4030
	0.7367
	0.8760

	RNOA-NBC
	23.23%
	4.76%
	6.69%
	5.59%
	2.57%

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%



In 2015, ACI Limited RNOA was 25.10% which was made of operating PM of 22.33% and an asset turnover (ATO) of 1.12. So, the higher RNOA in 2015 was come from both higher profit margin and higher asset turnover. But in 2016, due to lower PM and ATO the RNOA also came out lower than previous year. Later 2017 they have improved in ATO which was 1 but due to lower PM of 7.62% the RNOA of ACI Limited couldn’t lift up. In the year of 2019 ACI limited both PM and ATO had fall and result the lowest RNOA in this trend. 
ACI Limited should works on to improve its profit margin.










CHAPTER 5: ANALYSIS OF GROWTH & SUSTAINABLE EARNINGS



	


Sustainable Earnings
The analysis of growth starts with an identification of earnings on which growth is possible. Not every earning items in income statements can be considered as the basis for growth. For example, earnings from gain on assets sells may not be repeated in the future, earnings from one-time special contract cannot grow. So, sustainable earnings also known as core earnings are those which will repeat in the future and grow. Earnings which are comes from temporary factors are called transitory earnings or unusual earnings. 

Sustainable or Core Operating Profitability[footnoteRef:13] [13:  Detail calculation and reformulated operating income statement has given in the appendix              section] 

With the core operating income now let’s distinguish core return on net operating assets (RNOA) from the transitory effects on RNOA for ACI Limited.

RNOA[footnoteRef:14] =  [14:  Return on net operating assets = Core RNOA+ Unusual items to net operating assets

OI= Operating income; UI= Unusual items] 


	Particulars
	2015
	2016
	2017
	2018
	2019

	Core OI
	766,198,568 
	422,048,410 
	1,022,620,990 
	1,134,716,892 
	1,242,953,012 

	UI
	2,487,072,925 
	274,396,154 
	373,027,474 
	513,440,097 
	(194,283,608)

	NOA
	12,961,755,154 
	13,719,344,004 
	18,228,347,818 
	24,833,378,143 
	26,985,198,743 

	Core OI/NOA
	5.91%
	3.08%
	5.61%
	4.57%
	4.61%

	UI/NOA
	19.19%
	2.00%
	2.05%
	2.07%
	-0.72%

	RNOA
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%



In 2015 ACI Limited RNOA of 25.10% had mostly generated from transitory items so we can say for this period the RNOA of ACI limited was ‘low quality’. But later from the year of 2016 to 2019 the RNOA was driven by core or sustainable income. 




Analysis of Growth
Changes in RNOA

Effect due to changes in Core profit margin
Effect due to changes in unusual items
Effect due to changes in Other core income
Effect due to changes in asset turnover




	 
	2015
	2016
	2017
	2018
	2019

	RNOA
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%

	Effect due to changes in core sales PM
	 
	-0.40%
	0.50%
	-0.32%
	0.28%

	Effect due to changes in asset turnover
	
	-0.024
	0.023
	-0.007
	-0.003

	Effect due to changes in other core income
	
	-0.02%
	-0.23%
	0.00%
	0.04%

	Effect due to changes in unusual items
	
	-17.19%
	0.05%
	0.02%
	-2.79%

	Changes in RNOA
	 
	-20.02%
	2.58%
	-1.02%
	-2.75%



In 2016, ACI Limited RNOA was decreased by -20.02% due to negative growth in core profit margin and unusual or transitory income. But main issue was here that ACI Limited RNOA was mostly driven by income from unusual item that’s why the -17.19% of changes has cost huge cut off in RNOA. 
Late in 2017 the positive changes of 2.58% in RNOA was come from 0.50% increase in core sales PM and 0.05% increase in one time or transitory items. Again, in the year of 2018 and 2019 the RNOA was decreased. The contribution from core sales PM needs to pull-up to improve the growth in RNOA.



Changes in ROCE
Residual earnings are the focus of for growth and it is driven by return on common equity (ROCE) and the amount of stockholder’s equity. 
Thus, Growth in residual earnings comes from growth in ROCE and growth in common shareholder’s equity. 
So, we can measure the growth through profitability with ROCE.
[image: ]

	Particulars
	2015
	2016
	2017
	2018
	2019

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%

	Effect due to changes in RNOA
	
	-20.02%
	2.58%
	-1.02%
	-2.75%

	Effect of change in SPREAD
	
	-0.0197
	0.0029
	-0.0044
	-0.0223

	Effect of change in Leverage
	
	0.20%
	1.70%
	1.87%
	0.36%

	Changes in ROCE
	 
	-21.79%
	4.57%
	0.40%
	-4.62%



In 2016 the changes in ROCE of -21.79% was due to negative growth -20.02% in RNOA. Later in the year of 2017 the 4.57% growth in ROCE had come from 2.58% of RNOA with the given spread of 0.0029 and 1.70% effect of leverage change. 
Though in 2018 the growth in ROCE was 0.40% but it was due to the positive effect of changes in leverage of 1.87% but it doesn’t generate value. Value generation is in the income from operations. Financial leverage can lever the ROCE above RNOA that we can see in case of the year of 2018 for ACI Limited. 
In the year of 2019 again ACI limited had negative growth of -4.62% than previous year because the negative growth in return on net operating asset (RNOA). 
So overall with this analysis we can say that ACI Limited has not in good position in growth for ROCE. 


Analysis of Growth in Common Equity
	
	2015
	2016
	2017
	2018
	2019

	CSE
	11,715,154,000 
	11,949,320,001 
	12,992,476,616 
	14,299,505,905 
	14,384,090,236 

	Changes in NOA
	
	757,588,850 
	4,509,003,814 
	6,605,030,325 
	2,151,820,600 

	Changes in NFO
	
	523,422,849 
	3,465,847,199 
	5,298,001,036 
	2,067,236,269 

	Changes in CSE
	 
	234,166,001 
	1,043,156,615 
	1,307,029,289 
	84,584,331 

	% Change in CSE
	 
	2.0%
	8.0%
	9.1%
	0.6%



ACI Limited has positive growth in CSE over the period from 2016 to 2019. In 2016 growth of 2% in CSE comes from positive changes in NOA of 757,588,850. 
Investment in operating asset also was from debt which has reduced the shareholders’ investment but yet the positive growth in NOA contributed to growth in CSE and that’s a good position for ACI common shareholders. 
Issue is here that in the year of 2019 the growth in CSE was only 0.6% in respective to previous year. If ACI Limited can reduce the investment in operating assets from leverage then the common shareholders equity will have more growth. 



CONCLUSION
ACI Limited is one the giant corporation in Bangladesh with its large diverse product portfolio. It is very challenging for such big company to maintain good financial position throughout the period. The firm have positive RNOA and ROCE over the period and was positive contribution from sustainable income items. The firm also has positive contribution from the leverage and the business operations earns more than the financial cost. 
Notable issue was with ACI Limited is that the firm was not having constant growth in RNOA and ROCE. 
Overall growth in CSE was positive and also have scope of improvement. 
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	Particulars
	2014
	2015
	2016
	2017
	2018
	2019

	
	
	
	
	
	
	

	Statement of Financial Position (ACI Ltd.)
	
	
	
	
	
	

	Assets
	
	
	
	
	
	

	Property, plant & equipment
	3,799,146,712 
	6,540,146,827 
	6,596,603,946 
	8,351,257,991 
	9,239,752,048 
	9,891,773,622 

	Investments
	1,799,058,949 
	1,858,500,465 
	1,902,534,456 
	2,068,658,731 
	2,558,852,523 
	2,644,630,237 

	Intangible assets
	825,571 
	322,505 
	985,105 
	703,033 
	420,961 
	267,889 

	Deferred tax Assets
	
	
	
	
	
	66,022,919

	Non-current assets
	5,599,031,232 
	8,398,969,797 
	8,500,123,507 
	10,420,619,755 
	11,799,025,532 
	12,602,694,667 

	Inventories
	2,961,175,971 
	3,949,039,201 
	3,954,270,304 
	4,812,712,892 
	5,112,920,562 
	5,476,073,385 

	Trade receivables
	1,350,517,151 
	1,950,274,156 
	2,249,796,350 
	3,424,250,145 
	4,863,502,651 
	5,158,495,642 

	Other receivables
	113,059,306 
	264,994,676 
	557,976,730 
	671,756,229 
	831,162,716 
	279,084,513 

	Inter-company receivables
	4,338,996,481 
	3,013,956,328 
	3,423,518,581 
	5,244,723,445 
	10,316,025,950 
	14,925,700,916 

	Advances, deposits and prepayments
	700,887,177 
	1,255,666,334 
	1,801,490,477 
	1,783,351,550 
	1,682,853,702 
	2,177,759,800 

	Cash & cash equivalents
	462,525,465 
	525,674,020 
	619,500,180 
	699,121,707 
	1,081,128,975 
	992,956,408 

	Current assets
	9,927,161,551 
	10,959,604,715 
	12,606,552,622 
	16,635,915,968 
	23,887,594,556 
	29,010,070,664 

	Total Assets
	15,526,192,783 
	19,358,574,512 
	21,106,676,129 
	27,056,535,723 
	35,686,620,088 
	41,612,765,331 

	Equity
	
	
	
	
	
	

	Share capital
	343,944,020 
	398,367,290 
	398,367,290 
	438,204,010 
	482,024,411 
	498,895,265 

	Share premium
	351,340,343 
	402,310,367 
	402,310,367 
	402,310,367 
	402,310,367 
	402,310,367 

	Reserves
	1,049,866,634 
	3,267,777,314 
	3,280,407,906 
	3,378,793,454 
	3,543,672,366 
	3,633,116,809 

	Retained earnings
	4,861,534,405 
	7,646,699,029 
	7,868,234,438 
	8,773,168,785 
	9,871,498,761 
	9,849,767,795 

	Total Equity
	6,606,685,402 
	11,715,154,000 
	11,949,320,001 
	12,992,476,616 
	14,299,505,905 
	14,384,090,236 

	Liabilities
	 
	
	
	
	
	

	Employee benefits
	443,359,613 
	547,555,895 
	590,798,572 
	714,518,731 
	807,636,638 
	941,229,157 

	Long term bank loan
	54,613,313 
	42,522,004 
	53,115,317 
	8,849,819 
	141,353,004 
	567,627,935 

	Deferred tax liabilities
	62,743,398 
	505,368,235 
	468,670,449 
	453,162,012 
	120,722,018 
	

	Non-current liabilities
	560,716,324 
	1,095,446,134 
	1,112,584,338 
	1,176,530,562 
	1,069,711,660 
	1,508,857,092 

	Bank overdraft
	427,836,789 
	622,572,152 
	1,112,583,550 
	536,895,307 
	2,374,634,769 
	2,633,244,019 

	Loans and borrowings
	5,916,571,029 
	2,824,962,899 
	2,960,437,984 
	7,271,860,274 
	11,340,784,233 
	12,827,624,558 

	Trade payables
	362,330,430 
	635,201,972 
	589,428,656 
	667,713,020 
	794,002,139 
	1,199,383,457 

	Other payables
	1,124,527,430 
	1,563,850,404 
	1,668,071,770 
	1,756,008,202 
	2,352,363,174 
	2,755,802,022 

	 Inter-company payables
	137,299,218 
	118,788,291 
	648,506,965 
	1,478,731,674 
	2,272,416,036 
	4,549,730,210 

	Current tax liabilities
	390,226,161 
	782,598,660 
	1,065,742,865 
	1,176,320,068 
	1,183,202,172 
	1,754,033,737 

	Current Liabilities
	8,358,791,057 
	6,547,974,378 
	8,044,771,790 
	12,887,528,545 
	20,317,402,523 
	25,719,818,003 

	Total Liabilities
	8,919,507,381 
	7,643,420,512 
	9,157,356,128 
	14,064,059,107 
	21,387,114,183 
	27,228,675,095 

	Total Equity & Liabilities
	15,526,192,783 
	19,358,574,512 
	21,106,676,129 
	27,056,535,723 
	35,686,620,088 
	41,612,765,331 


Appendix
Historical Data






	Income Statement
	2014
	2015
	2016
	2017
	2018
	2019

	Revenue
	12,318,723,190 
	14,566,843,648 
	7,941,212,395 
	18,305,730,559 
	21,387,105,125 
	21,795,582,592 

	Cost of goods sold
	(7,147,881,434)
	(8,304,836,601)
	(4,380,426,988)
	(10,109,829,839)
	(12,144,878,812)
	(11,909,984,608)

	Gross profit
	5,170,841,756 
	6,262,007,047 
	3,560,785,407 
	8,195,900,720 
	9,242,226,313 
	9,885,597,984 

	Administrative, selling & distribution expenses
	(3,468,192,050)
	(4,738,040,174)
	(2,932,028,705)
	(6,671,589,171)
	(7,659,725,997)
	(8,155,678,020)

	Other income
	82,582,624 
	87,267,598 
	94,094,936 
	66,324,095 
	93,481,698 
	(68,984,499)

	Operating profit
	1,785,232,330 
	1,611,234,471 
	722,851,638 
	1,590,635,644 
	1,675,982,014 
	1,660,935,465 

	Gain from sale of brands
	
	2,520,002,006 
	292,900,000 
	403,900,000 
	540,300,000 
	

	Investment impairment provision
	(150,000,000)
	(30,000,000)
	(20,000,000)
	(30,000,000)
	(30,000,000)
	(13,600,000)

	Net finance costs
	(296,400,829)
	(92,986,105)
	(22,382,361)
	(202,802,570)
	(440,966,676)
	(665,601,925)

	Profit before contribution to WPPF
	1,338,831,501 
	4,008,250,372 
	973,369,277 
	1,761,733,074 
	1,745,315,338 
	981,733,540 

	Contribution to WPPF
	(66,941,575)
	(74,412,418)
	(48,668,464)
	(88,086,654)
	(87,265,767)
	(58,117,222)

	Profit before tax
	1,271,889,926 
	3,933,837,954 
	924,700,813 
	1,673,646,420 
	1,658,049,571 
	923,616,318 

	Current tax
	(358,255,364)
	(392,372,500)
	(283,144,205)
	(456,540,049)
	(691,377,463)
	(570,831,565)

	Deferred tax income/(expense)
	37,079,047 
	(357,933,540)
	38,101,185 
	26,440,165 
	350,759,874 
	196,683,207 

	Profit after tax
	950,713,609 
	3,183,531,914 
	679,657,793 
	1,243,546,536 
	1,317,431,982 
	549,467,960 




Reformulated Data
	Reformulated Operating Income 
	2015
	2016
	2017
	2018
	2019

	Core sales revenue
	14,566,843,648 
	7,941,212,395 
	18,305,730,559 
	21,387,105,125 
	21,795,582,592 

	(-) Core cost of sales
	8,304,836,601 
	4,380,426,988 
	10,109,829,839 
	12,144,878,812 
	11,909,984,608 

	Core gross margin
	6,262,007,047 
	3,560,785,407 
	8,195,900,720 
	9,242,226,313 
	9,885,597,984 

	(-) Core operating expense
	4,812,452,592 
	2,980,697,169 
	6,759,675,825 
	7,746,991,764 
	8,213,795,242 

	Core operating income from sales before tax
	1,449,554,455 
	580,088,238 
	1,436,224,895 
	1,495,234,549 
	1,671,802,742 

	(-) Tax on core operating income
	
	
	
	
	

	     (+) Tax as reported
	392,372,500 
	283,144,205 
	456,540,049 
	691,377,463 
	570,831,565 

	     (-) Deferred tax income/ (expense)
	(357,933,540)
	38,101,185 
	26,440,165 
	350,759,874 
	196,683,207 

	     (+) Tax benefit from net financial expenses
	23,246,526 
	5,595,590 
	50,700,643 
	110,241,669 
	166,400,481 

	     (-) Tax on core other operating income
	22,549,170 
	23,149,696 
	16,799,155 
	22,585,400 
	27,924,777 

	
	751,003,397 
	227,488,915 
	464,001,371 
	428,273,858 
	512,624,062 

	Core operating income from sales 
	698,551,059 
	352,599,323 
	972,223,524 
	1,066,960,691 
	1,159,178,680 

	(+) Core other operating income
	90,196,679 
	92,598,782 
	67,196,621 
	90,341,601 
	111,699,109 

	     (-) Tax on core other operating income
	22,549,170 
	23,149,696 
	16,799,155 
	22,585,400 
	27,924,777 

	Core operating income
	766,198,568 
	422,048,410 
	1,022,620,990 
	1,134,716,892 
	1,242,953,012 

	± Unusual items
	
	
	
	
	

	     Gain from sale of brands
	2,520,002,006 
	292,900,000 
	403,900,000 
	540,300,000 
	0 

	     Gain/(loss) on sell of asset
	(5,352,232)
	157,330 
	5,223,108 
	(1,037,796)
	(179,946,422)

	     Investment impairment provision
	(30,000,000)
	(20,000,000)
	(30,000,000)
	(30,000,000)
	(13,600,000)

	     Foreign currency translations gain/loss
	2423151
	1338824
	-6095634
	4177893
	-737186

	Total
	2,487,072,925 
	274,396,154 
	373,027,474 
	513,440,097 
	(194,283,608)

	Operating Income (after tax)
	3,253,271,493 
	696,444,564 
	1,395,648,464 
	1,648,156,989 
	1,048,669,404 





Analysis of Profitability

	Profitability Analysis
	2015
	2016
	2017
	2018
	2019

	First Level Breakdown
	
	
	
	
	

	OI
	3,253,271,493 
	696,444,564 
	1,395,648,464 
	1,648,156,989 
	1,048,669,404 

	NOA
	12,961,755,154 
	13,719,344,004 
	18,228,347,818 
	24,833,378,143 
	26,985,198,743 

	NFO
	1,246,601,154 
	1,770,024,003 
	5,235,871,202 
	10,533,872,238 
	12,601,108,507 

	CSE
	11,715,154,000 
	11,949,320,001 
	12,992,476,616 
	14,299,505,905 
	14,384,090,236 

	NFE
	92,986,105 
	22,382,361 
	202,802,570 
	440,966,676 
	665,601,925 

	Operating Asset- OA
	17,115,118,611 
	18,750,563,281 
	24,474,801,525 
	32,363,720,320 
	38,185,377,326 

	Operating liability- OL
	4,153,363,457 
	5,031,219,277 
	6,246,453,707 
	7,530,342,177 
	11,200,178,583 

	Short-term borrowing rate after tax
	6.75%
	6.75%
	6.75%
	6.75%
	6.75%

	Implicit interest (Short term borrowing rate* OL)
	280352033.3
	339607301.2
	421635625.2
	508298096.9
	756012054.4

	
	
	
	
	
	

	Financial Leverage
	
	
	
	
	

	RNOA = OI/NOA
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%

	FLEV = NFO/CSE
	0.1064
	0.1481
	0.4030
	0.7367
	0.8760

	NBC = NFE after tax/NFO
	1.86%
	0.32%
	0.97%
	1.05%
	1.32%

	Spread = RNOA-NBC
	23.23%
	4.76%
	6.69%
	5.59%
	2.57%

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%

	
	
	
	
	
	

	Operating leverage
	
	
	
	
	

	ROOA= (Implicit interest)/OA
	20.65%
	5.53%
	7.43%
	6.66%
	4.73%

	OLLEV = OL/NOA
	0.32
	0.37
	0.34
	0.30
	0.42

	OLSPREAD=ROOA-short term i rate)
	13.90%
	-1.22%
	0.68%
	-0.09%
	-2.02%

	RNOA
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%

	
	
	
	
	
	

	Summing Leverage and effects on
Shareholder profitability 
	
	
	
	
	

	ROOA
	20.65%
	5.53%
	7.43%
	6.66%
	4.73%

	(RNOA-ROOA)
	4.45%
	-0.45%
	0.23%
	-0.03%
	-0.84%

	(ROCE-RNOA)
	2.47%
	0.71%
	2.70%
	4.12%
	2.25%

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%

	
	
	
	
	
	

	Second Level Breakdown
	
	
	
	
	

	OI(after tax)
	3,253,271,493 
	696,444,564 
	1,395,648,464 
	1,648,156,989 
	1,048,669,404 

	Sales
	14,566,843,648 
	7,941,212,395 
	18,305,730,559 
	21,387,105,125 
	21,795,582,592 

	NOA
	12,961,755,154 
	13,719,344,004 
	18,228,347,818 
	24,833,378,143 
	26,985,198,743 

	PM=(OI/Sales)
	22.33%
	8.77%
	7.62%
	7.71%
	4.81%

	ATO=(Sales/NOA)
	1.12
	0.58
	1.00
	0.86
	0.81

	RNOA=(PM*ATO)
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%

	FLEV
	0.1064
	0.1481
	0.4030
	0.7367
	0.8760

	RNOA-NBC
	23.23%
	4.76%
	6.69%
	5.59%
	2.57%

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%






Growth and Sustainability related data

	Particulars
	2015
	2016
	2017
	2018
	2019

	Sustainable Earnings
	
	
	
	
	

	Core OI
	766,198,568 
	422,048,410 
	1,022,620,990 
	1,134,716,892 
	1,242,953,012 

	UI
	2,487,072,925 
	274,396,154 
	373,027,474 
	513,440,097 
	(194,283,608)

	NOA
	12,961,755,154 
	13,719,344,004 
	18,228,347,818 
	24,833,378,143 
	26,985,198,743 

	Core OI/NOA
	5.91%
	3.08%
	5.61%
	4.57%
	4.61%

	UI/NOA
	19.19%
	2.00%
	2.05%
	2.07%
	-0.72%

	RNOA
	25.10%
	5.08%
	7.66%
	6.64%
	3.89%

	
	
	-20.02%
	2.58%
	-1.02%
	-2.75%

	Changes in RNOA
	
	
	
	
	

	Core Sales PM
	4.80%
	4.44%
	5.31%
	4.99%
	5.32%

	Core other OI 
	67,647,509 
	69,449,087 
	50,397,466 
	67,756,201 
	83,774,332 

	UI
	2,487,072,925 
	274,396,154 
	373,027,474 
	513,440,097 
	(194,283,608)

	ATO
	1.12
	0.58
	1.00
	0.86
	0.81

	NOA
	12,961,755,154 
	13,719,344,004 
	18,228,347,818 
	24,833,378,143 
	26,985,198,743 

	Core other OI/NOa 
	0.52%
	0.51%
	0.28%
	0.27%
	0.31%

	UI/NOA
	19.19%
	2.00%
	2.05%
	2.07%
	-0.72%

	Changes in Core Sales PM
	 
	-0.36%
	0.87%
	-0.32%
	0.33%

	Changes in core other OI/NOA
	
	-0.02%
	-0.23%
	-0.004%
	0.04%

	Changes in UI/NOA
	
	-17.19%
	0.05%
	0.02%
	-2.79%

	Changes in ATO
	
	-0.54
	0.43
	-0.14
	-0.05

	Changes in NOA
	
	5.84%
	32.87%
	36.23%
	8.67%

	Changes in RNOA
	 
	-20.02%
	2.58%
	-1.02%
	-2.75%

	
	
	
	
	
	

	
	
	2016
	2017
	2018
	2019

	Effect due to changes in core sales PM
	
	-0.40%
	0.50%
	-0.32%
	0.28%

	Effect due to changes in asset turnover
	
	-0.024
	0.023
	-0.007
	-0.003

	Effect due to changes in other core income
	
	-0.02%
	-0.23%
	0.00%
	0.04%

	Effect due to changes in unusual items
	
	-17.19%
	0.05%
	0.02%
	-2.79%

	Changes in RNOA
	 
	-20.02%
	2.58%
	-1.02%
	-2.75%

	
	
	
	
	
	

	Changes in ROCE
	
	
	
	
	

	Changes in RNOA
	
	-20.02%
	2.58%
	-1.02%
	-2.75%

	SPREAD
	23.23%
	4.76%
	6.69%
	5.59%
	2.57%

	FLEV
	0.1064
	0.1481
	0.4030
	0.7367
	0.8760

	Changes in SPREAD
	
	-18.47%
	1.93%
	-1.10%
	-3.02%

	Changes in FLEV
	
	0.0417
	0.2549
	0.3337
	0.1394

	Changes in ROCE
	 
	-21.79%
	4.57%
	0.40%
	-4.62%

	
	
	
	
	
	

	
	
	
	
	
	

	ROCE
	27.57%
	5.78%
	10.35%
	10.76%
	6.13%

	Effect due to changes in RNOA
	
	-20.02%
	2.58%
	-1.02%
	-2.75%

	Effect of change in SPREAD
	
	-0.0197
	0.0029
	-0.0044
	-0.0223

	Effect of change in Leverage
	
	0.20%
	1.70%
	1.87%
	0.36%

	Changes in ROCE
	 
	-21.79%
	4.57%
	0.40%
	-4.62%

	
	
	
	
	
	

	Changes in CSE
	
	
	
	
	

	
	
	
	
	
	

	NOA (Net operating assets)
	12,961,755,154 
	13,719,344,004 
	18,228,347,818 
	24,833,378,143 
	26,985,198,743 

	NFO (Net financial obligation)
	1,246,601,154 
	1,770,024,003 
	5,235,871,202 
	10,533,872,238 
	12,601,108,507 

	CSE (Common shareholder's equity)
	11,715,154,000 
	11,949,320,001 
	12,992,476,616 
	14,299,505,905 
	14,384,090,236 

	
	
	
	
	
	

	Changes in NOA
	
	757,588,850 
	4,509,003,814 
	6,605,030,325 
	2,151,820,600 

	Changes in NFO
	
	523,422,849 
	3,465,847,199 
	5,298,001,036 
	2,067,236,269 

	Changes in CSE
	
	234,166,001 
	1,043,156,615 
	1,307,029,289 
	84,584,331 







Current Ratio	
2015	2016	2017	2018	2019	1.6737397067133117	1.5670491284377379	1.2908538599865425	1.1757208889747801	1.127926747406075	



Quick Ratio	2015	2016	2017	2018	2019	0.87888236083137583	0.85158311756162319	0.77903622024528363	0.84124042296506507	0.83034170290431197	



Cash Ratio	2015	2016	2017	2018	2019	8.0280402709908105E-2	7.7006557323361938E-2	5.4247926944164915E-2	5.3211968103507562E-2	3.8606665408137023E-2	



Gross Profit Margin	2015	2016	2017	2018	2019	0.42988084435572022	0.44839317095233039	0.44772322489858191	0.43214012644453209	0.45355970377357463	



Operating Profit Margin	2015	2016	2017	2018	2019	0.11060971820214598	9.1025350040395192E-2	8.6892770483719656E-2	7.8364135969056267E-2	7.6205141935946283E-2	



Net Profit Margin	2015	2016	2017	2018	2019	0.21854644636328563	8.558614972040425E-2	6.7932090008208448E-2	6.1599359721667801E-2	2.5210060693751792E-2	



Return on Asset	2015	2016	2017	2018	2019	0.16445074052464922	3.2201081252493782E-2	4.5961040568209037E-2	3.6916692551755559E-2	1.3204312562007657E-2	



Debt-Equity Ratio	2015	2016	2017	2018	2019	0.29790961817488698	0.34530306750967393	0.60170247990846948	0.96903851769834981	1.1143211874383572	



Debt to Asset Ratio	2015	2016	2017	2018	2019	0.18028481657244866	0.19548965577440211	0.28893593326341754	0.3882904004870858	0.38518220032974715	



Debt to Capital Ratio	2015	2016	2017	2018	2019	0.22953032630562195	0.25667306932472367	0.37566432433996999	0.49213791857717398	0.52703496235992064	
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