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Square Pharmaceuticals Ltd., the market-leader of
Bangladesh Pharmaceuticals Industry since 1985, is
proud to announce its certification by the United
Kingdom Medicine Registration Authority (UK MHRA).
SQUARE Pharma is the First Bangladeshi Company to
obtain this certificate and this has set a New Milestone
in the Pharmaceutical Industry of the country.

With this approval, SQUARE Pharma has become
the First Bangladeshi Company to start exporting
its Finished Pharmaceutical Products to the United
Kingdom, having a total Pharma market size of
about 30 Billion US Dollar.

It is worthy to mention that UK MHRA Approval is
one of the toughest registration processes in the
world to register pharmaceutical products for
marketing and distribution in the UK. It takes a lot
of rigorous processes to comply with the
registration requirements for getting the approval
from the UK MHRA (United Kingdom Medicines &
Healthcare Regulatory Agency), starting from Raw
Material Sourcing to all production processes,
quality control processes and quality assurance
processes, finally leading to the total quality-
checks of the finished products.

This approval process also involves thorough
inspection and auditing of the designing of the
manufacturing plant, selection of the machinery
and equipments. HVAC (Heating , Ventilation and
Air-conditioning) system and Purified Water
System of the plant to ensure the entire
Manufacturing Plant is strictly maintaining the
World-class  Pharmaceutical ~Manufacturing
Environment as per the MHRA GMP requirements.

SQUARE Pharma is proud to inform that it took
about 2 years for the pharma-leader of Bangladesh
to get prepared for the registration of its products
with UK MHRA and on successful completion of the
Inspection by the UK MHRA Regulatory Auditors in
February 2007, of SQUARE's manufacturing, quality
control & quality assurance processes and all
machineries & equipments, the UK Regulatory
Authority has approved SQUARE PHARMA to start
marketing and distribution of its world-class finished
pharmaceutical products to the United Kingdom.

This approval will help SQUARE Pharma to enter
into the pharmaceutical markets in other European
countries, in Australia, in South Africa and in the
GCC countries in near future.

This feat of SQUARE Pharma has again proved its
commitment to the total quality-compliance and
has shown it to the whole world that Bangladesh
can also produce world-class pharmaceutical
products for serving the people of developed
countries like the UK.




CONIENTS -4 |

Transmittal Letter 2
Notice to the Shareholders 3
Vision Statement 4
The Ten Principles of Global Compact (UN) 5
Corporate Governance 6
Corporate Review

* Management Apparatus 14
¢ Corporate History 16
* Corporate Operational Results 17
Message from the Chairman 19
Directors' Report 21
FINANCIAL REPORT

* Value Added Statement 52
* Auditors' Report 53
* Balance Sheet 54
® Income Statement 55
¢ Statement of Changes in Equity 56
® Cash Flow Statement 57
* Notes to the Financial Statements 58
* Consolidated Auditors' Report 81
¢ Consolidated Balance Sheet 82
* Consolidated Income Statement 83
¢ Consolidated Statement of Changes in Equity 84
* Consolidated Cash Flow Statement 85

* Notes to the Consolidated Financial Statements 86

SUBSIDIARY PROFILE

Square Spinnings Ltd.

® Directors' Report 100
* Auditors' Report 105
* Balance Sheet 106
® Income Statement 107
¢ Statement of Changes in Equity 108
* Cash Flow Statement 109

Square Cephalosporins Ltd.

* Directors' Report 110
* Auditors' Report 112
* Balance Sheet 113
* Income Statement 14
¢ Statement of Changes in Equity 115
* Cash Flow Statement 116

Proxy Form 119



SQUARE PHARMACEUTICALS LTD.
TRANSMITTAL LETTER

The

Shareholders

Securities and Exchange Commission
Registrar of Joint Stock Companies & Firms
Dhaka Stock Exchange Ltd.

Chittagong Stock Exchange Ltd.

Sub : Annual Report for the year ended March 31,2007

Dear Sir(s)

We are pleased to enclose a copy of the Annual Report together with the Audited
Accounts including Balance Sheet as at March 31, 2007 and Income Statement for the
year ended March 31, 2007 along with notes thereon for your record/necessary
measures.

Yours sincerely

2

Khandaker Habibuzzaman
Company Secretary

Dated: 21st August, 2007
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SQUARE PHARMACEUTICALS LTD.
NOTICE TO THE SHAREHOLDERS

Notice is hereby given that the 41st ANNUAL GENERAL MEETING of the shareholders of Square
Pharmaceuticals Ltd. will be held on Wednesday the 12th September, 2007 at 11:00 a.m. at
Bangladesh-China Friendship Conference Centre, Agargaon, Sher-E-Bangla Nagar, Dhaka to
transact the following business:

Ordinary Business

Agenda-1: To receive, consider and adopt the Accounts for the year ended March 31, 2007
together with the Report of the Directors and the Auditors thereon.

Agenda -2: To declare dividend for the year ended March 31, 2007.
Agenda-3: To elect Directors in terms of the relevant provision of Articles of Association.

Agenda-4: To appoint Auditors and to fix their remuneration.
Special Business

Agenda -5: To pass special resolution for increasing the Authorised Capital of the Company from
Tk. 100 crore (Taka One hundred crore) to Tk. 500 crore (Taka Five hundred crore) and
to amend the Clause-V and Articles-4, 81, 93 and 99 of the Memorandum and Articles
of Association of the Company respectively.

By order of the Board

Khandaker Habibuzzaman
Company Secretary Dated: 21st August, 2007

Notes:

(i) Details of Special Business contained in the Page No.31 of the Annual Report

(ii) The proxy form must be affixed with requisite revenue stamp and be deposited at the Registered
Office of the Company not less than 48 hours before the time fixed for the meeting.

(iii) Admittance to the meeting venue will be on production of the attendance slip sent with the
Annual Report.




Vision

We view business as a means to the material
and social wellbeing of the investors, employees
and the society at large, leading to accretion of
wealth through financial and moral gains as a
part of the process of the human civilization.

Mission

Our Mission is to produce and provide quality &
innovative healthcare relief for people,
maintain stringently ethical standard in
business operation also ensuring benefit to the
shareholders, stakeholders and the society at

large.

Objectives

Our objectives are to conduct transparent
business operation based on market
mechanism within the legal & social frame
work with aims to attain the mission reflected
by our vision.

Corporate Focus

Our vision, our mission and our objectives are
to emphasise on the quality of product, process
and services leading to growth of the company
imbibed with good governance practices.

-4 -
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The Ten Principles of Global Compact (UN):

The ten principles of Global Compact initiated by the UN Secretary General as have been adopted by Square
Pharmaceuticals Ltd. are as follows :

Human Rights:

(1) Businesses should support and respect the protection of internationally proclaimed human rights within their sphere of influence; and
(2) Make sure that they are not complicit in human rights abuses.

Labour Standards :

(3) Businesses should uphold the freedom of association and the effective recognition of the right to collective bargaining;
(4) The elimination of all forms of forced and compulsory labour;

(5) The effective abolition of child labour and

(6) Eliminate discrimination in respect of employment and occupation.
Environment:

(7) Business should support a precautionary approach to environmental challenges:
(8) Undertake initiatives to promote greater environmental responsibility; and

(9) Encourage the development and diffusion of environmentally friendly technologies.

Ethical Standards :
(10) Business should work against corruption in all its forms, including extortion and bribery.

WE STRIVE FOR

© We in SQUARE, strive, above all, for top quality health care products at the least cost reaching the lowest rungs of the economic class of
people in the country.We value our social obligations.

© We owe our shareholders and strive for protection of their capital as well as ensure highest return and growth of their assets.

© We strive for best compensation to all the employees who constitute the back-bone of the management and operational strength of
the Company through a pay-package composing salary/wages, allowances, bonuses, profit participation, leave salary and
superannuation & retirement benefits.

© We strive for the best co-operation of the creditors & debtors the banks & financial Institutions who provide financial support when we
need them, the suppliers of raw materials & suppliers who offer them at the best prices at the opportune moments, the providers of
utilities-power, gas & water etc. and the customers who buy our products & services by redeeming their claim in time by making prompt
payment and by distributing proper product on due dates to our customers.

© We strive for fulfillment of our responsibility to the Government through payment of entire range of due taxes, duties and claims by
various public agencies like municipalities etc.

© We strive, as responsible citizen, for a social order devoid of malpractices, anti-environmental behaviours, unethical and immoral
activities and corruptive dealings.

© We strive for practicing good-governance in every sphere of activities covering inter alia not being limited to, disclosure & reporting to
shareholders, holding AGM in time, distribution of dividends and other benefits to shareholders, reporting/dissemination of price
sensitive information, acquisition of shares by insiders, recruitment & promotion of staff, procurement & supplies, sale of assets etc. all
that directly and indirectly affect the interest of concerned groups - the shareholders, the creditors, suppliers, employees, government
and the public in general.

© Westrive for equality between sexs, races, religions and regions in all spheres of our operation without any discriminatory treatment.
® We strive for an environment free from pollution and poisoning.
© We strive for the achievement of Millennium Development goals for the Human Civilization




Corporate Glovernance:

Corporate Governance involves decision making processes for any corporate body as a going concern for
the benefit of all concerned, present and future. These decisions may be categorised as policy & strategic,
operational and executing, performance & evaluation and sharing of the accretional assets between
present & future cohorts. The involvement of the entrepreneur in all these areas invokes decision making
governance on a continuous basis, the degree of involvement being variable with the extent of
delegation of authority top down and reporting for accountability bottom up of the Management
echelon. These aspects of governance are shared by the Board of Directors, Executive Management,
operational participants and workers and others in fulfillment of the common goals that converge in
increasing the benefits of all stakeholders. To this end entire corporate governance efforts are blended
with "good governance practices" as ethically and morally acceptable standards under a given socio

politico environmental phenomenon of our society in which we work, live and exist.

The organisms through which the corporate governance functions are carried out are:

BOARD OF DIRECTORS:

(a) Constitution:

The Board of Directors, the top Management echelon, consisting of the founding entrepreneurs/
successors and an Independent Director, provides the policy and strategic support and direction for the
entire range of the corporate activities. The Board of Directors consist of nine (9) members including the
Independent Director with varied education and experience which provides a balancing character in
decision making process. The Board is re-constituted every year at each Annual General Meeting when
one-third of the members retire and seek reelection. A director is liable to be removed if the conditions of
the Articles of Association and the provisions of the Companies Act 1994 are not fullfilled.

(b) Role & Responsibilities:

The main role of the Board of Directors, which is the highest level of authority, is to provide general
superintendence, oversee the operations and control the affairs of the Company through appropriate
delegation and accountability processes via the lines of command. However the Board of Directors hold
the ultimate responsibility & accountability with due delligence for conducting the activities of the
Company as per provisions of law in the interest of the shareholders, the stakeholders, the state and the
society. The Board of Directors, in fulfillment of its responsibility hold periodic meetings, at least once a
quarter and provide appropriate decisions/directions to the Executive Management. Such meetings
usually consider operational performance, financial results, review of budgets, capital expenditure
proposals for BMRE or new projects/divisions/product lines, procurement of funds by issue of shares or
borrowing, procurement of raw materials, plant & machinery, pricing of products/discounts, recruitment,
training and promotion of officers, approval of audited accounts and distribution of dividends and other
interest of the stakeholders including the employees and workers. The Board of Directors take special care
in designing and articulating productivity and compensation plans of employees and workers and
rewarding them appropriately on the basis of quality and quantity of performance as an incentive. Board
also remains responsible for removal of operational hazards to life and health of workers, friendly
environmental work condition and social relationship as demanded of good citizen in a country.
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(c) Relationship with Shareholders & Public:

The shareholders as owners, are required to be provided with material information on the Company's
operation half-yearly and annually, the latter at the AGM. They are also provided routine services by the
Company Secretary in matters of transfer of shares, replacement in case of loss or damage of shares,
payment of dividends etc. The Board is however responsible to the public for publication of any price
Sensitive Information as per SEC regulation. A qualified Chartered Secretary is in charge for all these
responsibilities as Company Secretary.

(d) Relationship with Government:

In its role on accountability to the government, the Board of Directors ensure payment of all dues to
government in the form of import duty, custom duty and port charges, VAT, Corporate Taxes and other
levies as and when they become due on the basis of actual operations and make sure to avoid corruption.
This has enabled the Company to enhance its contribution to the National Exchequer on a progressive
rate year after year.

(e) Relationship with Financers/Bankers:

The Board oversees the financial transactions and ensures to meet Company's Commitments to the
lenders without default. This has resulted in securing lower interest rates from them.

(f) Relationship with Suppliers:

As the Company has to import plant and machinery and almost all the raw materials from abroad, it
maintains cordial and mutually beneficial interest with its international as well as local suppliers. This has
enabled the company to avoid any legal disputes in international/local courts and enhanced the
Company's image as a good customer.

(g) Corporate Social Responsibilities (CSR):

The Board of Directors is also awoken of the Corporate Social Responsibilities (CSR) especially in the areas of
gender equality, race-religion-regional equality, non-employment of child labour, human rights, environmental
pollution, social-marketing, social activities (promotion of sports & culture, health care and population control
programs, elimination of corruption programs, participation in charitable activities etc in non-partisan manner)
right to form and participate in Union under ILO convention, employment of disableds etc.

AUDIT COMMITTEE OF BOARD

The Board of Directors has constituted an Audit Committee of the Board consisting of three Directors. The
Audit Committee is headed by the Independent Director, Mr. M Sekander Ali, an MBA and a Senior
Development and Investment Banker of the Country. Other members are Mr. Samuel S. Chowdhury, Director
and Mr. Kazi Igbal Harun, Director. The Audit Committee carries out its responsibilities as per the provisions
of law and submits its report to the Board of Directors from time to time.The Audit Committee shall also co-
ordinate with the Internal and external Auditors as and when required. The Audit Committee ensures that
adequate internal checks & balances supported by adequate MIS are in place for detection of errors frauds
and other difficiencies. The other responsibilities include inter alia, not being limited to, the prevention of
conflict of interest between the Company and its Directors officials, customers, suppliers, government and
any other interest groups and detect or remove any scope of insider trading in the company's stock. The
Audit Committee also ensures compliance of requirements of SEC and other agencies.




EXECUTIVE MANAGEMENT

The Executive Management is led by the Managing Director (CEO) who is appointed by the Board of
Directors for a term of 5 years (renewable) with the approval of shareholders in the Annual General
Meeting. The Managing Director is supported by professional, well educated, trained and experienced
team consisting of Executive Directors, Directors, General Managers and a host of Senior Executives in the
hierarchy of Management. The Board has approved an organogram with modern features ensuring clear
lines of delegation of authority and reporting for accountability for effective decision making evaluation
of performance on merit for both rewarding and disciplinary action. The Executive Management is
responsible for preparation of budgetary segment plans/sub-segment plans for every cost/profit centres
and are held accountable for performance therefor. The Executive Management is aided by
committee(s)/sub-committee(s) in carrying out its functions.

OTHER GOVERNANCE APPARATUS

The Company, in its efforts for Corporate Good Governance Practices, uses a series of top ranking
professional service providers including Legal exparts, Bankers, Insurers and Technical exparts who
continuously assist the Board of Directors and the Executive Management in properly discharging their
duties to all the shareholders, stakeholders, the Government and the public as highlighted below:

(1) Independent Director:

In compliance of the SEC Regulations on Good Governance, the Board of Directors as empowered by the
Regulations, appointed Mr. M Sekander Ali, one of the Senior Development/Investment Bankers of the
country, former Managing Director of Bangladesh Shilpa Bank/Bangladesh Shilpa Rin Sangstha/Investment
Corporation of Bangladesh and Senior Adviser, Securities and Exchange Commission, as the non-
shareholder Independent Director. It is expected that his expertise would help contribute to the further
disclosure and protect the interest of all investors in general and smaller investors in particular.

(2) Legal Advisers:

In order to avail the best legal services for Good Corporate Governance, the Company has empanelled the
following top ranking legal professionals:

Mr. Rafiqul-ul Huq, Bar-at-Law

Mr. Rokonuddin Mahmud, Bar-at-Law
Mr. M. Moniruzzaman Khan, Bar-at-Law
Ms. Nihad Kabir, Bat-at-Law

The expertise of the above named professionals have had long term fundamental support to the
Company's Good Governance efforts.



4

(3) Bankers:

The degree of efficient business operation largely depends on the quality of efficiency of banking services
received by the Company. Efficient banking service brings down cost of operations. On the other hand,
cost of financial services and interest on the lending by the Banks are also required to be the minimum.
With this end of view, the Company has established long term business relationship with the following
banks who provide most efficient service at minimum cost/interest that benefit the shareholders:

Janata Bank

Citibank NA

Standard Chartered Bank
Eastern Bank Ltd.

Commercial Bank of Ceylon Ltd.
Mercantile Bank Ltd.

Bank Alfalah Ltd.

The Company has neither ever defaulted in any commitment with its Bankers nor did get entangled in
legal dispute at any court premises.

(4) Insurer:

Insurance services cover certain operational risks which are required by law/business practices to be
covered by legitimate insurance service providers for protection of the interest of the Company, nay, the
investors. To this end, the Company has to select insurer with the most efficient, reputed and financially
sound history so that claims, if any, are settled promptly and the premium rates are market competitive.
The Company, based on these considerations, is maintaining insurance business relationships with the
following highly reputed and publicly listed companies:

Pragati Insurance Ltd.
Pioneer Insurance Co.Ltd.

The Company has not yet faced any dispute over any claims and the Company enjoys special premium
rates which protects the interest of the investors.

(5) Auditors:

The role of the auditors in certification of the financial statement is the most significant aspect of
Corporate Governance and protection of interest of investors. As evident from the Annual Reports, the
Company rigidly follows the code of International Accounting Standards (IAS) and International Standard
of Auditing (ISA) with legally required disclosures of Accounts and Financial Statements. This has been
possible due to the high level capability and integrity of M/s. Chowdhury Bhattacharjee & Co, Chartered
Accountants whose unchallenging performance has played a very trustworthy role in the protection of
interest of the investors for which the Regulatory Authority has allowed their continuation as Auditors.




DIVIDEND POLICY

Ethics is an ingredient of Good Governance and involves a determination of what is right and what is
wrong and deals with things to be sought and things to be avoided with way of life and the end of life.
Ethics invokes the management of the environment within which we function from a perspective broader
than, but obviously inclusive of, the current cohort. Since the corporate environment is in theory an
infinitely lived entity owned by finitely lived shareholders, a governance ethic must represent a system
that serves the needs of the current ownership while preserving the ability of the corporation to sustain
itself and benefit future cohorts. The corporate ethic must necessarily promote efficiency in co-existing
with the environment to generate the quality of life for a current cohort and yet also provide an equity
that does not disadvantage a furture cohort by the decisions of a current cohort. As an environmental
ethic analogy, those living to-day naturally believe in dividend payouts to-day with less regard for the
consequence to-morrow and those living tomorrow would prefer dividend payouts tomorrow without
regard for the sacrifices we make to-day to allow their greater consumption tomorrow.

Based on the above concept, the Company is committed to sow a stable policy of distribution (cash
outlay) of the accretional wealth (profits) between the current and the future generation of shareholders.
This would enable the Company to enhance its capital wealth and sustain for perpetuity of existence,
benefiting both the present cohorts and the progeny.

SHAREHOLDERS' RELATIONSHIP

Corporate Governance issues include how major policy decisions are made in business corporations,
how various stakeholders can influence the process, who is held accountable for performance and what
performance standards are applied. In a nutshell power and influence are crucial in corporate
governance.As shareholders belong to the most important stakeholders, ownership structure has an
impact on the balance of power among shareholders. Though sponsors usually hold majority shares
required for ordinary resolutions, public shareholders have a definite role and influence in the passing of
special resolutions required for changes in the business object, sale of business/productive assets,
merger and amalgamation, winding up or dissolution and amendments to Memorandum and Articles of
Association for protection of minority interest up to 49.9% of the shareholdings. The position of
shareholders as on 31-03-2007 indicates that the sponsors of the Company do not hold the required
shareholdings (75%) for passing special resolutions. This allows the public shareholders (individuals &
institutions) to play an effective role in protecting their legal corporate rights.

The Company holds regularly as per law the Annual General Meeting with adequate notice and
disclosures in the Directors' Report and the Auditors' Report on Accounts/Notes and resolutions are
passed with consensus and unanimity. All reasonable and practicable suggestions are implemented with
good grace. Special Resolutions are passed in General Meeting with due notices.

All enquiries are attended by the Company Secretary. Where necessary, Internal Audit Committee
investigates matters of significant merit for consideration by the Management Committee/Managing
Director/Audit Committee of Board/Board of Directors as the case may be
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CORPORATE SOCIALISATION

In order to play a model role for Good Governance characteristics in the corporate sector, the Company
has become members of Country's leading chamber - Metropolitan Chamber of Commerce & Industries
(MCCI). Bangladesh Association of Publicly Listed Companies (BAPLC), Central Depository Bangladesh
Limited (CDBL), Dhaka Stock Exchange (DSE) and Chittagong Stock Exchange (CSE). These memberships
have provided scope to the Company for improvement of Governance Practices for the benefit of the

shareholders / stakeholders.

RESEARCH AND NEW PRODUCTS DEVELOPMENT

As a part of Corporate Social Responsibility for Good Governance the Company maintains a team of

scientific pharmaceutical experts who continuously conduct research & development programs for
improving quality of products, reduction of cost, adaptation of products that are free of intellectual
property rights and innovative products. These efforts have enabled the Company to add new products to
its product lines every year to the benefit of the common men of the country and the shareholders. The
success in this field has secured the leading position for the Company in the pharmaceutical sector.

BEYOND THE BORDER

Corporate social responsibility, an element of Good Corporate Governance, extend to the society to the

government and beyond the borders of the country for social good as well as for contribution of Foreign
Exchange Resources to the National Exchequer. To this end, the Company is making entry into foreign
markets and making efforts in registering its products in USA/EU countries for which is has already set up
a modern state of art production facilities at Kaliakoir, Gazipur. The Company has already secured
permission for marketing its products in UK/EU Countries.

SEGMENT REPORT

The Company's chief operating decision makers review the profit and loss of the Company on an
aggregate basis and manage the operations of the Company as a single operating segment. Accordingly,
the Company operates in one segment, which is the business of developing, manufacturing and
marketing of drugs for health care for all live species.

RISK PERCEPTION

Company management perceives investment risks within the national and international economic
situation in relation to legal requirements involving intellectual property rights, scientific invention, WTO
regulations and monetary & fiscal investment policies and has prepared its production & marketing
strategy to meet the challenges from these risks.










SQUARE PHARMACEUTICALS LTD.

MANAGEMENT APPARATUS

BOARD OF DIRECTORS

Mr.Samson H.Chowdhury
Mr.Tapan Chowdhury
Dr.Kazi Harunar Rashid
Mr.Samuel S.Chowdhury
Mr. M. Sekander Ali

Ms. Ratna Patra

Mr. Anjan Chowdhury
Mr.Kazi Igbal Harun

Mr.K. M Saiful Islam

AUDIT COMMITTEE

Mr. M. Sekander Ali
Mr.Samuel S. Chowdhury
Mr. Kazi Igbal Harun

MANAGEMENT COMMITTEE

Mr.Tapan Chowdhury

Mr.K M Saiful Islam

Mr. Parvez Hashim

Mr. M. Ashiqul Hoque Chawdhury
Mr. Muhammadul Haque

Mr. Md. Kabir Reza, FCMA

Chairman

Managing Director
Director

Director
Independent Director
Director

Director

Director

Director

Chairman
Member
Member

Chairman
Member
Member
Member
Member
Member




MANAGEMENT APPARATUS L.

SENIOR CORPORATE OFFICIALS

Mr. Md. Kabir Reza, FCMA Chief Financial Officer
Mr.Khandaker Habibuzzaman, ACS Company Secretary
Mr.Md. Majibur Rahman Bhuiyan Head of Internal Audit

COMPANY SECRETARY
Mr.Khandaker Habibuzzaman, ACS

AUDITORS

M/s.Chowdhury Bhattacharjee & Co.
Chartered Accountants

47/1,Indira Road

Dhaka-1215, Bangladesh

LEGAL ADVISORS

Mr. Rafique-ul Huq, Bar-at-Law
47/1,Purana Paltan, Dhaka

Mr. Rokanuddin Mahmud, Bar-at-Law
Walsow Tower
21-23,Kazi Nazrul Islam Avenue, Dhaka

Mr. M. Moniruzzaman Khan, Bar-at-Law
City Heart
67,Naya Paltan, V.I.P Road, Dhaka

Ms. Nihad Kabir, Bar-at-Law
House No.62,Road No.11A
Dhanmondi, Dhaka

BANKERS

Janata Bank
1, Dilkusha C.A, Dhaka

Citibank N.A
122-124, Motijheel C.A.Dhaka

Standard Chartered Bank
2, Dilkusha C.A, Dhaka

Commercial Bank of Ceylon Ltd.
47, Motijheel C.A, Dhaka

Eastern Bank Ltd.
31, North C.A, Gulshan Circle-2, Dhaka

Mercantile Bank Ltd.
61, Dilkusha C.A, Dhaka

Bank Alfalah Ltd.
5,Rajuk Avenue, Motijheel, Dhaka

«©
INSURERS

Pioneer Insurance Co. Ltd.
10, Dilkusha C.A, Dhaka

Pragati Insurance Co. Ltd.
20-21, Kawran Bazar, Dhaka

LISTING

Dhaka Stock Exchange Ltd.
Chittagong Stock Exchange Ltd.

REGISTERED OFFICE

"Square Centre"
48, Mohakhali C.A
Dhaka-1212, Bangladesh

Phone: 8833047-56,8859007 (10 Lines)
www.squarepharma.com.bd

FACTORIES
© Square Road, Salgaria, Pabna, Bangladesh
© Kaliakoir, Gazipur, Bangladesh




SQUARE

CORPORATE HISTORY:

Year of Establishment (Initially as a Partnership)
Incorporated as a Private Limited Company
Technical Collaboration Agreement with
Janssen Pharmaceuticals of Belgium

(a subsidiary of Johnson & Johnson International Ltd.)
Technical Collaboration Agreement with
F.Hoffman-La Roche & Co. Ltd.

Converted into Public Limited Company
Initially Public Offering (IPO)

Stock Exchange Listings

Agreement with M/s. Bovis Tanvec Ltd. of UK for
implementation of Dhaka Plant

Awarded ISO-9001 Certificate

Awarded UK-MHRA Certificate

Business Lines

Authorized Capital
Paid-up Capital
Number of Employees
Subsidiary Company

Associate Company

1958
1964

1975

1984
1991
1994
1995

1996

1998

2007

Manufacturing and Marketing of
Pharmaceutical Finished Products,
Basic Chemicals, AgroVet Products
and Pesticide Products

Tk. 1,000 million

Tk. 596.16 million

3,001

Square Spinnings Ltd.
Square Cephalosporins Ltd.

Square Textiles Ltd.
Squar Knit Fabrics Ltd.
Square Fashions Ltd.
Square Hospitals Ltd.




CORPORATE OPERATIONAL RESULTS :

(Figure in thousand)

2006-07 2005-06 2004-05 2003-04 2002-03
Turnover (Gross) 8,711,035 7,085,553 6,199,135 5,482,088 4,729,743
Value Added Tax 1,210,223 995,648 867,088 760,536 663,892
Turnover (Net) 7,500,811 6,089,905 5,332,047 4,721,552 4,065,851
Gross Profit 3,232,364 2,564,503 2,172,593 1,906,592 1,466,282
Net Profit before Tax 1,722,906 1,533,043 1,513,019 1,151,636 929,604
Net Profit after Tax 1,303,243 1,165,865 1,255,848 970,044 764,885
Shareholders' Equity 7,333,258 6,402,015 5,568,790 4,590,142 3,851,098
Total Assets 10,486,940 9,298,987 7,907,933 6,021,497 5,164,320
Total Bank Borrowings 2,536,524 2,334,925 1,902,331 988,611 1,070,163
Total Current Assets 3,682,511 4,031,685 3,242,502 2,016,056 1,441,552
Total Current Liabilities 2,555,566 2,260,755 1,949,949 1,250,676 1,247,967
Current Ratio 1.44 1.78 1.66 1.61 1.16
No. of Share Outstanding 5,961,600 4,968,000 4,320,000 3,600,000 3,000,000
Dividend per Share (Cash) 50 75 77 70 70
Dividend per Share (Stock) 50% 20% 15% 20% 20%
Shareholders' Equity per Share 1,230 1,074 934 770 646
Earning per Share (SPL) 218.61 195.56 210.66 162.72 128.30
Earning per Share (Consolidated) 244.60 227.21 219.96 169.05 124.10
Quoted Price per Share - DSE 2,447 2,276 3,768 2,272 1,178
Quoted Price per Share - CSE 2,462 2,289 3,766 2,316 1,180
Price Earning Ratio-DSE (Time) 11.19 11.64 17.89 13.96 9.18
Number of Shareholders 13,009 13,206 10,486 9,270 9,295
Human Resources:
Executives 1,242 1,143 949 895 846
Staff 913 796 740 686 618
Workers 846 764 705 661 656
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V\/é /COMZ MESSAGE FROM THE CHAIRMAN

Dear Shareholder, Colleague and Ladies & Gentlemen

It is a great pleasure to welcome you to the 41st Annual General Meeting on behalf of the
Members of Board of Directors whose Report together with Annual Accounts & Auditors
Report thereon for the year ended 31 March, 2007 is being laid before you for your valued
consideration.

You will delightedly observe that the Company has continued to hold the top position
amongst its peers. This has been possible, despite adverse socio-economic-politico and law
& order situation, due to dedication and support of the officers, staff and workers against lot
of odds and hazards. Our commitment for good governance and socially responsible
character have had a positive impact on our performance.

In terms of our vision, we continue our focus on strategic investment in life sciences and bio-
engineering products. We ensure that our perception to the structural changes in the
pharmaceuticals and chemical industry as an opportunity we can seize to expand our
operations, at home and abroad. We expect our Government would extend necessary policy
and material support to enhance our profitability and help become one of the global
enterprises.

Operations of our subsidiaries/investment projects is expected to help generate additional
profit for the shareholders in the near future.

Our emphasis on green and sustainable chemicals continue unerringly for positive results
on environment. Our commitment to CSR has had effects in all the management echelons
and any violation is taken to task. We view it as our pertinent responsibility for Good
Corporate Governance practices.

We all have seen unusual terror and war situation all over the world which adversely affect
our business. We however, look forward to brighter days ahead as the socio-politico signs
show the twilight in the horizon.

Samson H.Chowdhr
Chairman
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SQUARE PHARMACEUTICALS LTD.
Directors' Report

TO THE SHAREHOLDERS FOR THE YEAR 2006-2007

REFERRAL :

In terms of provisions of Section 184 of the Companies Act 1994, Rule 12 (and the schedule there under) of
the Securities and Exchange Rules 1987 and IAS - | (International Accounting Standards-l) codes as
adopted by The Institute of Chartered Accountants of Bangladesh (ICAB), it is the pleasure of the Board of
Directors to submit its Report to the Shareholders for the year ended 31 March 2007 in the following
paragraphs:

1.ECONOMIC & ENVIRONMENTAL SITUATION:

Most of the year had seen socio-politico turbulence despite which growth in industrial production, exports
and remittance from NRBs helped maintain GDP growth rate above earlier performances, though marginally
at lower rate of 6.5% than that of 6.7% in the previous year. The period has however experienced continuous
rise in prices of essential items, especially fresh food items seriously affecting life and health of the common
people. This had obviously negative impact on disposable income of general masses whose expenditures on
healthcare would decline as a resultant impact.

2.PHARMACEUTICAL SECTOR:

The pharmaceuticals sector attained a growth of 4.08% during the year 2006 as against 17.50% during the
previous year. The national pharma market growth and that of the Company during the past few years are

given below:
Year National Market Growth Rate Company's Growth Rate
2002 10.18% 11.70%
2003 5.90% 15.91%
2004 8.60% 13.08%
2005 17.50% 14.30%
2006 4.08% 23.17%

The above statistics show that the Company achieved a higher growth rate
than that of previous year.




3. OPERATIONS REVIEW:
(1) PHARMA PLANTS:

The production plants at Pabna and Kaliakoir had continued to improve their operational efficiency both
qualitatively and quantitatively by upgrading technological process, research and training. The Company
made substantive investments (net of sales/transfer) in this regard during the year as detailed below:

(a) Land 25,643,076
(b) Building 176,142,998
(c) Plant & Machinery 300,902,035
(d) Laboratory Equipments 32,229,083
(e) Other Equipment/Assets 77,139,144

Total Tk. 612,056,336

The overall combined output (Tablets and Capsules) of Pabna and Dhaka plants increased during the year

over the previous year as follows:

(Quantity in thousand)

SI. | Particulars/ Unit Capacity Actual Output Capacity Utilisation
No.| Product 2006-07 2005-06 2006-07 2005-06
Tablets Pcs 2,176,256 2,460,024 | 2,204,659 113% 101%
2 Capsules Pcs 307,320 491,713 449,267 160% 146%
(2) CHEMICAL PLANT:

The operations of the chemical Plant (at Pabna) during the last five (5) years are presented hereunder:

Years No. of Production Own Use Sales Own Use Turnover
Products (M.Tons) (M.Tons) (M.Tons) (%) (Million Taka)
2002-03 9 219 89.34 129.66 40.79% 291.67
2003-04 9 242 129.71 112.29 53.59% 321.73
2004-05 9 257 117.71 139.29 45.80% 263.64
2005-06 9 244 121.19 122.81 49.67% 245.96
2006-07 9 318 160.25 157.75 50.39% 270.88




DIRECTORS' REPORT

(3) PRODUCT DEVELOPMENT:

The following table shows the position of existing, discarded and new products introduced during the
year 2006-2007:

SI. | Products Categories Positionas | Added during| Discarded Total Net

No. on 31-03-06 the year 31-03-07
1 | Tablets 186 32 - 218
2 | Capsules 52 4 - 56
3 | Liquids 42 14 - 56
4 | Injectables 38 4 - 42
5 | ENT Preparations & Others 39 6 - 45
6 | Opthal Preparations & Others 2 - 10
7 | Dry Syrup 16 3 - 19
8 | Suppository - - 5
9 |Inhaler 8 2 - 10
10 | Basic Chemicals 9 - - 9
11 | Tablet, Powder, Liquid, Injectable -AgroVet 26 - - 26
12 | Aerosol 1 - - 1
Total 430 67 - 497

The new products have been well received by the medical profession and the market.

For the treatment of
Artention Defict [ iyperactivity Disonder (ADT 1D)
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1* Time

s u evl'ﬁ:I in Bangladesh

Atcmouetine 10 m3 Cansulo
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The only non-stimulant medication for ADHD

Improves
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» School performance
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(4) OUTPUT/CAPACITY UTILISATION:
The overall capacity utilisation of the plant operation continued to improve during the year as shown

hereunder:
Sl. Product Units Production in thousand | % Increase/ | Capacity Utilization
No. Categories 2006-07 2005-06 (Decrease) 2006-07 | 2005-06
1 | Tablets Pcs 2,460,024 2,204,659 11.58 113% | 101%
2 | Capsules Pcs 491,713 449,267 9.45 160% | 146%
3 | Liquids Bottles 36,135 31,241 15.67 59% 51%
4 | Injectables (Vials & Ampoules)| Pcs 30,631 26,111 17.31 68% 58%
5 | ENT Preparations & Others |  Phials 13,435 11,828 13.59 90% 79%
6 | Opthal Preparations & Others |  Phials 1,866 1,559 19.69 93% 78%
7 | Dry Syrup Bottles 5,157 3,888 32.64 86% 65%
8 | Suppository Pcs 7,767 4,439 74.97 78% 44%
9 |Inhalers Can 881 676 30.33 44% 34%
10 | Basic Chemicals Kg 318 244 30.33 94% 72%
11 | Tablet -AgroVet Pcs 2,501 5,055 (50.52) 21% 42%
12 | Powder- AgroVet Gm 25,493 16,542 54.11 93% 125%
13 | Injection-AgroVet Pcs 511 300 70.33 11% 7%
14 | Liquids -AgroVet Bottles 107 69 55.07 10% 6%
15 | Aerosol Pcs 246 160 53.75 17% 11%

Production during 2006-07 increased in almost all major product lines as the new plant at Kaliakoir became
more operative.

(5) QUALITY CONTROL:

The Company places total emphasis on maintaining and improving of quality of its products as 'life-science'
biology following GMP standards of WHO by following strictly laid down criteria at every levels of production
and handling. The Company also follows-up withdrawals from market of all expiry dated products through
close inspection and surveillance. The quality control facilities include a high quality standard Laboratory
Building, Computerized Equipments and Tools and a team of highly qualified/trained research personnel who
are bent upon on unstinted attainment as ethical and moral objective. We are proud of them.
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(6) TECHNOLOGY:

The company is endeavoring to upgrade and adopt new technology in production, quality control, distribution
and administration of its products to patients. During the year (2006-2007) the company invested an amount of
Tk.32,229,083 in improving its Laboratory.

(7) EXPORT:

The company is continuously pressing hard for expanding it's export sales. During the year under review, the
exports amounted to Tk. 192.95 million as against Tk. 114.77 million in previous year, a 68.1% increase. The exports
are expected to rise in the coming years. Present export market covers Myanmar, Nepal, Kosovo, Kenya, Libya,
Mauritius, Malawi, Papua New Guinea, Sierra Leone, Somalia, Sri Lanka, Vietnam, Yemen, Ukraine, Uzbekistan, Ghana,
Iraq, Benin, Bhutan, Botswana, Cambodia, Comoros lIsland, Tajikistan, Mozambique, Gambia, Niger, Rwanda,
Afganistan, Tanzania and Macau countries. As the Company has secured licence under UK MHRA, it is expected that
the export protential will increase substantially in the near future.

(8) SUBSIDIARY OPERATION:
(a) Square Spinnings Ltd. (SSL):

The Company (SPL) holds 98% equity (out of Tk. 100 million) in Square Spinings Ltd. which has a production
capacity of 10,650,000 kg. per annum (based on NE 20s) and commenced commercial production on 10 January
2001.The Company's operation results with comparative position of performance over the years (2003-2006) is

given below:

2003 2004 2005 2006
Production (Kg) 8,728,975 7,985,642 9,493,386 9,403,898
Sales Revenue (Tk.) 883,390,854 994,196,910 1,135,288,724 1,254,047,877
Gross Profit (Tk.) 191,108,372 177,902,019 181,375,253 203,054,427
Net Profit (BT) 91,306,429 109,264,500 110,168,590 119,227,412
Net Profit (AT) 91,306,429 109,264,500 69,110,790 101,343,300
Gross Margin 21.63% 17.90% 15.98% 16.19%
Net Margin 10.34% 11.00% 9.70% 8.08%
EPS (Tk.) 91.31 109.26 69.11 101.34
NAV (Tk.) 336.34 445.60 514.71 616.05

Capacity Utilisation (SSL) :

The capacity utilisation and operating profitability (BT) show improvement resulting in increase in Net Asset
Value to shareholders. The Sales, Gross Profit and Net Profit before taxes increased by 10.46%, 11.95% and 8.22%
respectively over previous year. The Net Profit (AT) incresed by 46.64% over 2005. The Net Asset Value (NAV) per
share increased by 19.69% over 2005.The company did not declare any dividend.There is no Long Term Loan. This
has made the investments free of any encumbrances except for current liabilities which is covered by current
assets with a positive current ratio of 1:1.17.
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The following changes took place in the position as on 31-12-2006 and 31-03-2007 being the dates of
closure of accounting year for Square Spinnings Ltd.and the Company (SPL) respectively:

(Taka)
SI. Particulars Position as Position as
No. on 31-12-2006 on 31-03-2007
(1)  Fixed Asset Cost of 811,758,741 811,758,741
Square Spinnings Ltd.

(2) Investment by Square Pharmaceuticals Ltd.

- Share Capital 98,000,000 98,000,000

- Short Term Loan 108,342,601 201,049,295

Report of the Directors of the Company together with Audited Accounts containing Balance Sheet,
Income Statement, Statement of Changes in Equity and Cash Flow Statement and Auditors Report
thereon are included herein. In order to achieve economy in operations and efficiency in management of
SSL has merged with Square Textiles Ltd. (STXL). By this merged the Shareholders of SSL shall receive 11.5
Shares of Tk. 10 each of STXL for 1(one) Share of Tk. 100 each of SSL.The compensation plan was based on
the EPS of both STXL and SSL for 2006 which stood at Tk.10.17 and Tk. 10.13 for STXL and SSL respectively
(For SSL Share converted at Tk. 10 each for comparison) and Bonus Shares issued by STXL to its
Shareholders after 31 December, 2006 at the ratio of 15:100.The proposal was approved by Shareholders of
STXL on 7th June 2007 at its AGM. SPL shall receive 11,270,000 shares of Tk. 10 each against of 980,000
shares of Tk. 100 each. The effective date of amalgamation of SSL with STxL shall be April 01, 2007
subject to approval by the Court;

(b) Square Cephalosporins Ltd. (SCL):

SCL has fully implemented the pharmaceuticals project for production of Drugs & Medicines at Kaliakoir,
Gazipur at a cost of Tk. 954,520,884 For this purpose SPL has leased out a building covering 60,955 Sq.ft.on
a piece of land measuring 215 decimals at an annual lease rent of Tk. 9,600,000. The project cost is as
follows:

1) Plant & Machinery 341,279,537
2) Laboratory Equipment 96,816,034
3) Electro Mechanical Equipment 510,935,147
4) Other Assets 5,490,166

Total Tk. 954,520,884

The SCL commenced production from November, 2006. The operating results of SCL for the period ended
31 March 2007 are given below:

Gross Turnover Tk. 72,355,039
Net Turnover Tk. 60,848,505
Gross Profit/(Loss) Tk. (96,331,009)
Net Profit/(Loss) Tk.  (120,466,871)

Directors' Report on the Company together with Audited Accounts containing Balance Sheet, Income
Statement, Statement of Changes in Equity and Cash Flow Statement and Auditors Report thereon
included therein.
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(9) LONG TERM INVESTMENT (OTHER THAN SUBSIDIARY):

The investment portfolio of long term investment and marketable securities has been detailed in Notes (4 & 8)
to Audited Accounts. The outlines of the portfolio with minority interest in shareholdings are described
hereunder for further information of the shareholders:

Long Term Investments : Tk. 2,792,186,364

The above investments include minority investments in ordinary shares/advance as Share Money Deposit in 10
(ten) different companies as follows:

(a) Square Textiles Ltd. (STXL):

As on 31-03-07 investment in this company a PLC stands at Tk. 88,636,364 (at cost) for 12,065,625 ordinary
shares of Tk. 10 each including 3,565,625 Bonus Shares and 1,809,844 Bonus Shares is entitled for the year
2006. The market value as on 31st March, 2007 stood at Tk. 1,146,234,375 (at Tk. 95 per share) showing
1,193% appreciation. The company is in full operation and declared cash dividend @ 30% and stock
dividend @ 15% for the year 2006. SPL hold 35.19% shares of the Company.

(b) United Hospital Ltd. (UHL) :

The Company (SPL) holds 120,000 shares of Tk. 100 each amounting to Tk. 12,000,000. Since the Company is
not a listed one, it does not have any ready market value.

(c) National Housing Finance and Investment Ltd. (NHFIL) :

The Company (SPL) holds 200,000 ordinary shares of Tk. 100 each for Tk. 20,000,000 out of total Tk.
400,000,000 (5%). NHFIL is in operation since 1999 and has declared stock dividends @ 17.50% during the
year 2006 as against 20% cash divident during the previous year.The Company has not yet gone public and
hence the market value of shares can not be assessed.

(d) Central Depository Bangladesh Ltd. (CDBL) :

SPL has paid for 10 (ten) shares of Tk. 1,000,000.00 each in the Capital of CDBL which has been formed under
the Central Depository Act 1999 for fungible and dematerialised share holding/trading which will do away
with the physical possession of scrips and primarily prevent fraudulent/fake share trading as a result of
which corporate expenditure on share office will substantially be saved. The shares are not listed and
therefore the market value can not be assessed.

(e) Square Hospitals Ltd. (SHL):

SPL holds 198,250 Ordinary Shares of Tk. 1,000/- each including 2,000 Shares with premium of Tk. 5,500/-
each. The project has now been put to operation as a modern hospital with 300 beds and diversified
medical services with special emphasis on cardio-vascular remedies. SPL hold 49.56% of SHL. SPL has also
advanced a share money of Tk. 1.00 billion for 1,000,000 shares of Tk. 1,000 each. As the company is not
listed, the market value cannot be easily ascertained.
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(f) Square Knit Fabrics Ltd. (SKFL):

SPL now holds 1,260,000 Shares of Tk. 100 each which is 48.84% of the capital of SKFL. The company
has started earning profit from 2005 and earned Net Profit Tk. 112,310,051 for the year ended 2006
and now accumulated loss stands at Tk. 137,525,778.The Company did not declare any dividend. SPL
has advanced Tk. 392,000,000 as as share money deposit for 3,920,000 shares of Tk. 100 each. The
Company is not a public/listed one and hance, the market value can not be readily assessed .

(g) Square Fashions Ltd. (SFL):

SPL now holds 252,000 Shares of Tk. 100 each (48.46%) in the capital of SFL.The company has started
earning profit and earned Net Profit Tk. 136,293,804 for the year ended 2006 and now accumulated
loss stands at Tk. 1,126,554. The Company did not declare any dividend. It may be mentioned that Tk.
198 million has been advanced by SPL as share money deposit for 1,980,000 shares of Tk. 100 each.
Since the Company is not a public/listed one, the market value can not be assessed readily.

(h) Square InformatiX Ltd. (SIL):

An amount of Tk. 100,000,000 stand invested in SIL as advance against share money deposit for
1,000,000 ordinary shares of Tk. 100 each. The investment has been made for Public Switched
Telephone Network (PSTN) project. Present paid-up capital of the company is Tk. 2,500,000. Market
value can not be determined as it is not listed.

(i) Beg Rubber Industries Ltd. (BRIL):

SPL held 2,596 ordinary shares of Tk. 100 each out of total 3,000 shares which was purchased at a cost
of Tk. 150,000,000. The company has since been merged with SPL as per special resolution passed in
the last AGM.

(j) Square Biotechs Ltd (SBL):

SPL has invested Tk. 100,000 for 1,000 shares of Tk. 100 each in the Capital of SBL and has also
advanced Tk. 18,000,000 for 180,000 shares of Tk. 100 each as Share Money Deposit. The Company
(SBL) is under implementation is expected to commence operation by the 2nd quarter of the next
year.

(10) INVESTMENT IN MARKETABLE SECURITIES :

Pioneer Insurance Company Ltd. (PICL):

SPL acquired 150,000 Ordinary Shares of Tk. 100 each at Tk. 135 each including premium of Tk. 35
each by way of Pre-IPO placement. This constitutes 10% of the issued capital of PICL. The company
(PICL) has declared dividends at the rate of 20% for the year 2006 as against 15% for the year 2005.
The shares are listed and currently quoting at about Tk. 226 per share indicating about 67% capital
gains.
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(11) FINANCIAL RESULTS :

The operating financial results of the Company for the year 2006-2007 as compared to previous year are
summarised hereunder:

Particular 2006-2007 2005-2006 %

(Taka) (Taka) Increase

¢ Gross Turnover 8,711,034,758 7,085,553,149 22.94%

¢ Net Turnover 7,500,811,349 6,089,905,396 23.17%

¢ Gross Profit 3,232,363,687 2,564,502,727 26.04%

* Net Profit (BT) 1,722,906,212 1,533,042,614 12.38%

¢ Provision for Taxation 419,663,372 367,177,998 14.29%

* Net Profit (AT) 1,303,242,840 1,165,864,616 11.78%

¢ Gross Margin (Net Turnover) 43.09% 42.11%

¢ Net Margin (BT) 22.97% 25.17%

¢ Net Margin (AT) 17.37% 19.14%

¢ Earning Per Share (EPS) (Tk.) 218.61 195.56

¢ EPS on IPO Paidup Capital 651.60 582.93

¢ Consolidated Earning Per Share (EPS) (Tk.) 244.60 227.21

[t may be observed that the Gross 10000 [~

Turnover increased by 22.94% during the a7
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The Earning per Share of Tk. 218.61 is based on increased outstanding 5,961,600 shares of Tk. 100 each.
However, if the original issued capital for cash at the time of IPO is considered, the EPS would stand at Tk.
651.60 in 2006-2007 as against Tk.582.93 in 2005-2006.




