LJ'IILL C".'l{i!

mver SIty

Internship Report on “Financial Performance Analysis of Queen South

Textile Mills Ltd”
Submitted to

Dr.Md. Abdur Rouf
Professor
Department of Business Administration
Faculty of Business & Entrepreneurship

Daffodil International University

Submitted by

Abdur Rahaman
1D:203-11-1208
Batch: 57 (A)
Major: Accounting
BBA Program
Department of Business Administration

Daffodil International University

Date of Submission: November 4, 2024



Letter of Transmittal

27 May 2024

Dr. Md. Abdur Rouf

Professor

Department of Business Administration
Faculty of Business & Entrepreneurship

Daffodil International University

Subject: Submission of Internship Report on “Financial Performance Analysis of
Queen South Textile Mills Ltd.”

Dear Sir,

| hereby present my internship report on Queen South Textile Mills Ltd.. | was selected as an
accounting intern for Queen South Textile Mills Ltd. for the duration of three months. This
report is a comprehensive summary and analysis of all the things | have learned and
deciphered through research with the help of primary and secondary data from my experience
as an accounting intern at Queen South Textile Mills Ltd. While preparing this report, |
always followed the instructions given to me. This report contains quantitative data mostly
not available on the internet in order to protect confidentiality. However, qualitative analysis
is made through personal observation. This Internship report is prepared for the fulfillment

of the requirement of the BBA program.

Thank you for your guidance. Furthermore, any more information that you seem necessary

can be discussed and clarified later.

Sincerely,

7

Abdur Rahaman

ID: 203-11-1208

Batch: 57

BBA Program, Major: Accounting
Department of Business Administration

Daffodil International University

i|Page
©Daffodil International University



Approval of Internship Report

This is notify you that, Abdur Rahman, ID: 203-11-1208, has prepared this internship report
entitled “titled "Financial Performance Analysis of Queen South Textile Mills Ltd." under

my guidance, i hereby approve this internship report. This is to partially fulfill an BBA degree

major in Accounting under the Department of Business Administration of Daffodil

International University.

Dr. Md. Abdur Rouf

Professor,

Department of Business Administration
Faculty of Business & Entrepreneurship

Daffodil International University

©Daffodil International University

i|Page



Acknowledgement

I would like to express my profound gratitude to a multitude of individuals who have
provided their cooperation and support, both directly and indirectly, in the preparation of this

report.

Firstly, 1 would want to express my gratitude to Almighty Allah for granting me the
opportunity to continue my academic endeavors. | express my appreciation to my esteemed
supervisor, Dr. Md. Abdur Rouf, Professor in the Department of Business Administration at
the Faculty of Business & Entrepreneurship, Daffodil International University, for his

invaluable guidance, which greatly assisted me in the preparation of my report.

| express my gratitude to the deputy director and all senior management of Queen South
Textile Mills Ltd. Limited for their unwavering cooperation during my investigation. They

acted in accordance with the expectations of everyone.

I would like to express my gratitude to my friends and classmates for their invaluable
assistance and guidance.

Lastly, I would like to express my gratitude to my parents. Devoid of their assistance, | would
have been incapable of successfully concluding my three-month internship and BBA training

iii|Page
©Daffodil International University



Executive summary

Joining the Dhaka EPZ Central ETP on December 1, 2014, Queen South Textile Mills Ltd.
effectively manages wastewater in accordance with Bangladesh's Environmental Protection
Bureau's rules. In order to filter the plant's air, we have additionally installed efficient
ventilation systems.The company takes a number of steps to closely monitor the production
processes in order to guarantee that clients always receive the highest quality products: Before
being used, raw yarns, dyes, and chemicals need to be thoroughly evaluated. ongoing
expenditures on cutting-edge machinery and equipment to preserve the highest standards of

production quality.

Five chapters make up the format of this report. The introduction is the main topic of this
paper's first chapter. The study's introduction, background details, goal, methodology, and

limitations are all covered in Chapter 1.

An overview of Queen South Textile Mills Ltd. is given in the second chapter. The company's
history, mission, vision, values, goods, services, and operations are all summarized in this

chapter.

Financial instruments, measurement techniques, theoretical knowledge, and the use of
financial performance analysis are all covered in the third chapter. This covers subjects
including ratio analysis, trend analysis, and common size income statements. The analysis of
developments in important financial metrics, such as revenue, operating profit, profit after
taxes, total assets, and liabilities, is part of the study. In order to evaluate liquidity, activity,
debt, and profitability, it also entails looking at a common size income statement and using

ratio analysis.

Given that it discusses financial performance analysis, trend analysis, common size income
statement analysis, and ratio analysis, the fourth chapter is quite important. These analyses

yield findings and conclusions that are satisfactory.

Finally, some suggestions for improving financial performance are provided in the fifth and

final chapter. The chapter offers a thorough summary of each conclusion.
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Chapter 1

Introduction

1.1 Introduction

Financial statements are a tool used by any company entity to give idea about their business
to interested parties like creditors and investors about its financial situation. To Provide
comprehensive information about a company entity's financial performance over specific
time periods and its financial position at certain moments in time, four financial statements
must be created. The main three part of a financial statement is Balance sheet, Income

statement which is called also profit and loss statement and cash flow statement.

A company's financial statements provide important financial information that investors and
creditors use to evaluate the company's financial performance. Financial statements are also
important to the company's managers because through the publication of financial
information, management can communicate the achievements of the company's operations
to outsiders. Various financial reports highlight various aspects of the company's financial

performance.

Several financial strategies and techniques have been used to examine Queen South Textile
Mills Ltd. Limited's financial performances in this internship report. Specially, | used ratio
analysis for comprehensive idea about this company then trend analysis, Common size

analysis and other financial analysis terms used as well

1.2 Background of the Study

It is important to apply the skills gained from each lesson. Just because of a lot of theoretical
knowledge is not enough to reach deep knowledge. We must apply theoretical knowledge in
real life. For this reason, all students need to use their knowledge correctly and benefit from

their theoretical knowledge to become better.

These practices can be completed through internships. They know how to use academic
knowledge to accomplish real-life tasks. Students work with people in the organization to
understand how the organization works. These courses allow the student to develop analysis

and learning skills.
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1.3 Origin of the Report

As part of the internship needed for the Bachelor of Business Administration study, | was
chosen to work at Queen South Textile Mills Ltd.. By deciding to write a report on "Financial
Performance Analysis of Queen South Textile Mills Ltd.," the internship supervisor, Dr. Md.
Abdur Rouf (Professor), Faculty of Business & Entrepreneurship, Daffodil International
University, made a crucial decision. The goal of the internship program is to give students

the opportunity to work in a real-world setting and obtain experience.

1.4 Objective of the Report

To evaluate the profitability and operational efficiency of Queen South Textile Mills Ltd.

To assess the company's liquidity and solvency position over recent years.

To examine the trends in revenue growth, cost management,and asset
utilization within Queen South Textile Mills Ltd.

1.5 Methodology

The report was prepared by the help of secondary information. The details of these sources

are highlighted below:

Secondary Sources:

- Credit Rating Report of Queen South Textile Mills Ltd..

- Relevant papers and different books.

- Official website of Queen South Textile Mills Ltd..

- Prior research reports.

And for calculating the ratio analysis for the report given tools were used:

i. Trend Analysis

ii. Common size income statement
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iii. Ratio Analysis
1.6 Limitations of the Study

A few obstacles have to be overcome in order to create the report. These are listed below:

= There is a restricted time frame for the research. Because of time constraints, a large scale

examination was not feasible.

= The organization's secrecy made it challenging to gather pertinent data and information.
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Chapter 2

Organizational Part

2.1 Company Profile

An experienced investor in the textile dying sector founded Queen South Textile Mills Ltd.
Our primary goal is to provide the knitting, weaving, and sweater industries, all of which
require quick turnaround times and use a lot of colored yarns. In general, we make sample
yarn for our buyer within a week, create our lab dips in three days, and deliver in bulk in two
to three weeks. Our office is in Baridhara DOHS, which is 45 minutes from our buyers' office,
and our factory is in DEPZ, Savar, where we can deliver to the majority of our customers'
factories in one and a half hours.

We have 70 sets of the newest dyeing equipment, such as an RF drier, a water purification
system, and an air-splicer for all winding machines to guarantee that all yarns are knotless.
Our cone dyeing machines can produce batches weighing anything from 2 to 6,000 pounds,
with a monthly production of over 3,0,000,000 pounds. Our yarns are imported from
reputable spinning factories in Vietnam, Indonesia, India, and Pakistan. Before putting them
into production, we test them using various yarns. We have our Oeko-Tex certificate and use
only environmentally acceptable imported chemicals and colors.The majority of our technical
support and administration staff are from Hong Kong and have between 10 and 40 years of
experience in this field. The team also includes local employers with extensive training. To
ensure that your yarn satisfies both of our requirements, an independent Quality Control team

exclusively reports to the factory's general manager.

2.1.1 Mission

* To produce world-class dyed yarn for knitting of outstanding quality that give our customers
a competitive advantage through superior products and value, so we can make every customer

smile

* To strive excellence and sustain position as preferred supplier for yarn with a customer

focused strategy
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* To build enduring relationship with our customers by giving them fair return on their

demand.

* To give consistent financial return to the sharcholders on their investment

» To be responsible to the society, employees and communicates in which we operate by
health care and social welfare activities

2.1.2 Vision

To be dynamic, comparable to international standard, to be customer- focused and globally
competitive through better quality, latest technology and continuous innovation. (Queen

South Textile Mills Ltd., 2024).
2.2 Background

In a single business division, Queen South Textile Mills Limited produces and sells various
types of knitted, dyed, and finished cotton, nylon, polyester, viscose, carded, combed, acrylic,
and other yarns. The company operates as a 100% export-oriented backward linkage textile
industry. Founded in 2003 by seasoned textile dyeing industry investors, Queen South Textile
Mills Ltd. has its headquarters in Bangladesh's Dhaka Export Processing Zone and a sales
office in Baridhara D.O.H.S. We have modern manufacturing knowledgeable and
experienced management and technical teams (both Locals and Foreign) in dyeing yarns for
local and international markets with:

» Competitive Pricing

» Timely Delivery

» Good Quality & Good Color Matching

» User Friendly as Meeting Oeko-Tex Standard 100

Our main target is to serve the Sweater Industry, Knitting Industry and weaving Industry where they

all consume a lot of color yarn and thread.
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Some B2B buyer in Bangladesh:

sOliveor = s PRI T #AM KIABIM&S
sezr  TESCO celio*
pPIMKIe" Walmart F’Q“Chan

oana OstKosu (@)

» okaidi ’
Terranova oOoOBAIBI 899,1} TARGET

Queen South Textile Mills Ltd. usually collects its basic raw materials and packing from most
reputaed producer, processors and traders across the country and quality has been in ensured
in every step of raw material collection through an international standard laboratory which
has been estlabilshed in the factory premise, size of operation, cash based selling strategy and
volume of businness squeezed the price setting flexibility hence acute the market competition
risk. The management has a plan to excute more corporate aggrement with worlds famous

companies to increase its businness network and improve the porfitability.

PREMIX for RUSF. Currently the factrory is equiped with state of the art machinary along
with two world class chemical and microbiological laboratories for ensuring safety, quality,
research and development. For uninterrupted power back up the factory of the company has

a substation with required connecting loand and a diseal-based generation.
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2.3 List of Products

|. Cotton / Viscose Yarn

100% Cotton Yamn 2/20 Carded
100% Cotton Yarn 2/20 Combed
100% Cotton Yarn 2/20 Compact
100% Cotton Yarn 2/32 Combed
100% Cotton Yarn 2/32 Compact
100% Cotton Yarn 2/40 Combed
100% Cotton Yamn 2/40 Compact
100% Viscose Yarn 2/30 Viscose
50% Cotton 50% Acrylic 2/20
50% Cotton 50% Acrylic 2/30
50% Viscose 50% Acrylic 2/30
100% Viscose 2/30 "Ring/Vortex"
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Il. 100% Polyester Sewing Thread

Count ply Count ply
60s/2 20s/2
60s/3 20s/3
50s/2 20s/4
50s/3 20s/6
40s/2 20s/9
40s/3 16s/3
30s/3 12s/3

120D/2 EMB

[II. Acrylic / Cotton

Count ply Count ply
60% Cotton 40% Acrylic 2/16 Carded
60% Acrylic 40% Cotton 2/16 Carded
60% Viscose 40% Cotton 2/30 Carded

[1ll. Nylon Yarn
Count ply Count ply
100% Nylon (1/70D)
100% Nylon (2/70D)
100% Nylon (2/40D)
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2.4 Corporate Division and Department

DEPARTMENTS

HUMAN RESOURCE

‘ CUSTOMER SERVICE ‘

RESEARCH & DEVELOPMEMNT

CREATIVE

2.4.1 Human Resource (HR)

The Human Resource department is tasked with a lot of essential activities relating to
recruiting and managing employees from all departments. They must develop and implement
recruitment strategies to attract qualified employees from all the fields and they must
communicate with the head of each department about the recruiting process as well. They
must manage the end-to-end recruitment process, including sourcing, screening, interviewing
and on boarding new recruits. They work closely with managers of each department to
understand the various job specifications and job descriptions. Maintain accurate and up to
date records of all employees. Induct orientation and integrate the employees into the
company’s culture and ensure the development of the company culture as per the wishes of
the Managing Director and the Deputy Director. They create acceptance, salary and exit
documents, etc. They are working continuously with other managers to improve the
recruitment process by elevating its efficiency and effectiveness. They are also in charge of
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regular important announcements and are the primary mode of any notice and queries.

2.4.2 Marketing

The Marketing Department of Queen South Textile Mills Ltd. (CNL) is responsible for
creating hype and buzz about each new achievement of CNL. For example, signing with
supplier to purchase raw material and produce quality products. They are also in charge of
keeping up with current events and expressing relevant opinions about the current situation.
They are responsible for handling the social media sites of CNL. They oversee tracking social
media data like visits, visits from different sources (ads, search engine, social media),
registration in app. They also come up with ideas on how to market their campaigns and
corporate social responsibility (CSR) activities. The Marketing team works along with the
human resource management department to facilitate the spread of recruit requirement
notices over the internet to get valid responses. The Marketing team along with the Deputy
Director come up with propositions and presentation ideas and points to present at various
events and investment programs. The Marketing team also helps the sales team to understand

their work activities.

2.4.3 Sales

The Sales team oversees engaging with the shopkeepers of the various retail stores in the
designated area and reporting back all necessary information required of them. The sales
team also tries to take orders from the shopkeepers who are the primary consumers of Care
Nutrition Limited. The sales team is also in charge of deliveries of the orders taken. So, the
sales team is divided into order side and supply side with different E-commerce site. The
sales team in charge of orders are known as Sales Representatives (SR) and the sales team in
charge of delivery are known as Delivery Sales Representatives (DSR). Both groups of sales
teams are aligned with sales manager within the organization. Besides them there are 3rd
party sales representatives. All of them are essential parts of the team and contribute to

increasing the customer base and maintaining the customer base.
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2.4.4 Accounting & Finance

The Accounting & Finance team in Queen South Textile Mills Ltd. oversees keeping all the
records, making the monthly statements, accounting, report making, payroll, accounts
receivable and accounts payable, auditing, making financial statements and analysing all the
data and recommending the necessary corrective measures. Both the Managing Director and
Deputy Director work closely with the Accounting & Finance department. Objectively, it can
be said that the accounting & finance team has the most responsibility in the company. All
the sales data is collected by the accounting & finance team and analysed and reported daily.
If there are any weak points, the finance team oversees identifying that and then take
corrective measures by collaborating with the top-level management. The entire financial
reporting process, including month-end, quarter-end, and year-end closure procedures, is
overseen by this department. They are responsible for developing budgets, forecasts and
financial plans.

This team ensures that the entire reports are made in compliance with the required accounting
principles and regulations. They are responsible for assessing financial risks and
opportunities and coming up with recommendations derived from strategic and tactical
perspectives and analysis. The Deputy Director and Financial Managers are also responsible
for developing and implementing financial policies and procedures that will benefit the
company and make financial processes efficient and effective. The finance and Operation

department manages the cash flow and the financial assets of Queen South Textile Mills Ltd..

2.4.5 Customer Service (CS)

The Customer Service department oversees communication with the supplier, Retailer and
Consumer of CNL. They oversee handling any complaints that come from any affiliated

organization of CNL. All kind of customer care service handles by CS team.

2.4.6 Research and Development (R&D)

The Research and Development department or R&D oversees product quality, Safety and all

l1|Page
©Daffodil International University



kind of research need to do for Queen South Textile Mills Ltd..

2.4.7 Creative Department

Now the Creative department oversees making various illustrations. The illustrations are very
important and are utilized in all the social media posts and various presentations. The creative
team is the team with the least members but nonetheless their work is also important and
makes Queen South Textile Mills Ltd. stand out in the social media platforms with unique

concepts and designs. They coordinate with the senior managers on the design ideas
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Chapter 3

Financial Performance Analysis

3.1 Financial Analysis

Financial Analysis, a crucial process in decision-making, involves reviewing financial data.
It often leads to the reorganization of resources within a corporation or a specific internal
process. The financial accounts of a company serve as the primary data source for this
analysis. Financial analysts use these records to calculate ratios, draw trend lines, and
compare data with those of similar companies, providing valuable insights for strategic
decisions.

Financial Analysis plays a pivotal role in company performance assessment, making it one of
the most important instruments used by company managers. It enables them to gain insights
into their company's profitability, cash flows, and other financial matters, thereby aiding in
effective decision-making.

| conducted three analyses of Queen South Textile Mills Ltd.'s financial statement for

this report. These are the following:

+ Horizontal Analysis
«» Common Size Income Statement

« Financial Ratio Analysis

3.2 Tools for Analysis

A. Horizontal Analysis ( Trend Analysis )

An organization's operations and financial health can be fairly observed from its financial
statements for a given accounting period. Horizontal analysis allows us to compare financing
in different periods. Horizontal analysis, often called "analysis," is used to analyse long-term
changes in a company's income, assets, and liabilities. The change of each item in the
financial statement between two successive periods is compared using horizontal analysis.
The financial data from 2019 to 2022 is evaluated using a horizontal approach, where each
element is represented as a monetary value that can either increase or decrease.
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B. Common Size Income Statements:

The common-size income statement is a financial statement in which each item is shown as
a percentage of total revenue to make it easier to compare and evaluate companies in
business. Conducting comparisons between businesses operating in the same industry or
different industries, as well as comparing hours within the same company, is a frequent
practice in financial research. As a financial analyst, it is clear that the global income
statement is presented as a table, where each account is displayed as a percentage of total

sales.

C. Financial Ratio Analysis:

Financial analysis examines and compares financial statements. Any corporation can compute
financial costs using its income statement and balance sheet. A company's financial accounts
are analysed quantitatively using ratio analysis. It measures a company's production,
efficiency, profitability, and solvency. There are many different types. These ratios are given

and explained below:

For convenience, the following five categories comprise financial ratios:

- Liquidity,

- Activity,

- Debt,

- Profitability, and

- Market ratios.

Risk is frequently measured by debt, activity, and liquidity. Results compare yield. Business
metaphors show risk and reward. In general, the inputs required for good financial analysis
include at least an income statement and a balance sheet. But we will use Queen South Textile
Mills Ltd. Limited's credit score report from 2019 to 2022.

The scarcity of quantitative data on the Internet is mostly attributed to the need for secrecy
protection. Additionally, the collecting of pertinent data and information was challenging due
to the organization's commitment to maintaining confidentiality.
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i. Liquidity Ratio

A company's income is determined by its capacity to fulfil immediate financial obligations
when they occur. Liquidity pertains to the financial stability of a corporation, specifically its
ability to promptly settle its financial obligations. Given that low or declining income is a
precursor to financial and economic hardship, these instances are regarded as the most
exemplary illustrations of financial difficulties. The two fundamental indicators of liquidity

are:

1. Current ratio

2. Quick ratio.

1. Current Ratio: The current ratio is a key financial metric that illustrates the relationship

between a company's current assets and current liabilities. As an indicator of the company's
capital, the current ratio is quite useful. Put simply, when there is a significant amount of
current assets and minimal current debt, it ensures that the debt will be fully paid off in

advance. It takes the following form:

Current Assets

Current Ratio =
Current Liabilities

2. Quick (Acid-Test) Ratio: Quick ratio is a financial ratio used to measure a company's ability.

The acid test ratio and quick ratio are interchangeable terms. In contrast to the current ratio,
which takes inventory into account, the quick ratio does not. This is typically the case when
inventory levels are low. A reliable measure of inventory is the quick ratio at which inventory

is excluded from current assets. The ideal metric is 1:1. It takes the following form:

Current assets—Inventory
Cuurent Liabilities

Quick Ratio (Acid-Test Ratio) =
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Efficiency Ratio measures the company's ability to generate revenue using its assets. For
example, efficiency often looks at various aspects of a company, such as the time it takes to

collect cash from customers or the time it takes to convert inventory into cash.

1. Inventory Turnover Ratio: Inventory turnover is a performance measure that calculates

the number of hours a business has sold and replaced the total inventory at any given time.
The company's cost of goods sold during the accounting period is divided by the average
sales of the company in that period to calculate this ratio. The product has a conversion ratio
of 4:1.

CostofGoodSold
Averagelnventory

Inventory Turnover Ratio =

2. Average Collection Period: The ratio of the company's sales credit to the average amount

received over time is known as the average collection period. This serves as an illustration of
calculating the frequency with which a company has generated its average revenue
throughout time. It measures the average number of times a company collects its revenue in

a year. The collection cycle of high-performing companies is 30 days.

AccountsReceivables
TotalSales

X No.ofDays

Average Collection Period =

3. Average Payment Period: Average repayment period is the ratio of a company's loan

amount to its average repayment period. It evaluates the short-term performance of the
market because it shows how many companies are paying a price equal to the average amount
paid to sellers over a given period of time. Forty to sixty days is the best payment time. The
same method is used to figure out the average payment term, also called the average age of

accounts payable:
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AccountsPayable

X No.ofDays

Average Payvment Period =
AnnualPurchase

4. Total Asset Turnover Ratios: Fixed assets turnover is a number that shows how well a

business makes money by using its fixed assets. That's why a bigger price always means a
better deal. The company is making better use of its assets if the number is high. If the ratio
is low, it means that the company is not making good use of its assets and may have issues
with output or management.

If the ratio is 1, for example, it means that the company's net sales are equal to its usual total
assets for the year. Put another way, the business makes one taka in sales for every taka it

spends on assets.

SalesorRevenue

Total Asset Turnover Ratios =
TotalAssets

iii. Debt Ratio

1. Debt Ratio: The debt ratio is a valuable metric that assesses a company's level of debt

relative to its total assets. The calculation involves dividing the total debt of a business by its
total assets. If the percentage is excessively high, it could indicate that the company is facing
challenges in meeting its financial obligations and sustaining its activities.

The debt ratio is a metric that indicates the extent to which a company's creditors have
financed its total assets. The ratio increases as more funds from external sources are utilized

to generate profits. The ratio can be calculated using the following formula:

Totalliabilities
x 100

Debt Ratio =
TotalAssets

iv. Profitability Ratios

Profitability measures the company's overall performance based on the total revenue
generated from its operations. In other words, the ratio that measures the company's ability to
generate profits from debt and other costs incurred over time is called the profitability ratio.

There are different types of Profitability Ratios. These are given bellow:

1. Gross Profit Margin: Gross profit margin is a company's gross profit divided by revenue.

This ratio measures revenue as a percentage of gross revenue minus cost of goods sold. A
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higher profit margin indicates better performance because it means the company is making

more profit after including selling costs. Here is the calculation for the gross profit margin:

GrossProfits

Gross Profit Margin =~ e veniie

2. Operating Profit Margin: The operating profit on sales is calculated by dividing a company's

operating profit by its sales or revenue. The profit margin is a key indicator that shows the
relationship between operating income and revenue. Here is the calculation for the operating

profit margin:

OperatingProfits

Operating Profit Margin =
- i SalesorRevenue

3. Return on Average Assets (ROAA): ROAA stands for "Return on Average Assets.” It's a

financial ratio that measures a company's profitability by comparing its net income to its
average total assets. ROAA indicates how effectively a company is using its assets to
generate profits. A higher ROAA typically suggests better asset utilization and profitability.
The return on average assets is calculated as follows :

Net Income

Return on Average Assets (ROAA) =
i Average Assets
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Chapter 4

Analysis and Findings

Here are the calculations for analysing the financial performance, including horizontal

analysis, common size income statements, and ratio analysis:

4.1 Horizontal Analysis

Horizontal Analysis (Trend Analysis): The horizontal analyses of Queen South Textile
Mills Ltd. Ltd. are given below as a table:

i. Revenue:

Queen South Textile Mills Ltd.’s 2019-2022 Revenue (Amount in BDT):

Particulars 2019 2020 2021 2022
Revenue 12,800,000 26,900,000 103,000,000 141,700,000
Increase or Decrease 0 14,100,000 76,100,000 38,700,000

Revenue
B Amount
141,700,000
103,000,000
26,900,000
12,800,000
2019 2020 2021 2022
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Interpretation:

During the four years (2019-2022) of study the total growth of revenue of CNL were

increased. From the above table, there significant changes have occurred in revenue in each

year. As here, 2019 is the base year, so the changes in revenue have been increased from 2020

to 2022. In 2021, there was a significant increase in revenue compared to previous years, with

a growth rate of 283%. However, in 2022, the growth rate dropped to 37.5%. It is worth

noting that the company's total revenue has been consistently increasing each year, resulting

in satisfactory sales.

ii. Operating Profit Margin:

Operating Profit Margin of Queen South Textile Mills Ltd.’s 2019-2022 are given below as

atable ( %):

Particulars 2019 2020 2021 2022

Operating Profit -305 -188 -87 -65

Increase or Decrease 0 -117 -101 -22
20|Page
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Operating Profit Margin
B Amount
B B
(87.40) (65.40)
(188.40)

Interpretation:

As we can see in the graph that Queen South Textile Mills Ltd. start its operation in 2019 and
they occurring loss from start-up and they do not even reach the break-even point till 2022.
In 2019 they faced losses of almost 305% but after that in 2020 their operating loss reduces
to 188.4% and in 2021 and 2020 their loss reduces significantly to 87.4% and 65.4%

respectively.

iii. Profit after Tax:

Queen South Textile Mills Ltd.’s 2019-2022 Profit after tax (Amount in BDT):

Particulars 2019 2020 2021 2022

Profit after tax -39,200,000 -50,900,000 -90,300,000 -91,400,000

Increase or Decrease 0 -11,700,000 -39,400,000 -1,100,000
21|Page

©Daffodil International University




Profit After Tax

mAmount m Columnl Column2

lg la
$(39,200,000)

$(50,900,000)

$(90,300,000)  $(91,400,000)

Interpretation:

Over the years from 2019 to 2022, Queen South Textile Mills Ltd. did not face any profits
after taxes. In 2019, they had a loss of BDT 39.2 million, which increased to BDT 50.9

million in 2020. Unfortunately, the loss increased in 2021 and in 2022, the loss increased

again to BDT 91.4 million. So, despite some improvements in between the company,

struggled with losses overall during these years.

iv. Total Assets:

Queen South Textile Mills Ltd.’s 2019-2022 Total Assets (Amount in BDT):

Particulars 2019 2020 2021 2022
Total Assets 68,500,000 67,100,000 139,800,000 164,200,000
Increase or |0 (1,400,000) 72,700,000 24,400,000
Decrease
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Total Assets

N Amount

164,200,000
135,800,000

68,500,000 67,100,000

i1

2019 2020 2021 2022

Interpretation:

Over the span of four years, from 2019 to 2022, Queen South Textile Mills Ltd. saw changes
inits total assets. In 2019, their total assets were at BDT 68,500,000. The next year, in 2020,
there was a slight dip, bringing the total down to BDT 67,100,000. However, things took a
positive turn in 2021, with a significant increase, reaching BDT 139,800,000. This growth
continued into 2022, with total assets further increasing to BDT 164,200,000. So, except for

a minor setback in 2020, Queen South Textile Mills Ltd. experienced overall growth in its

total assets during this period.

v. Total Liabilities:

Queen South Textile Mills Ltd.’s 2022-2019 Total Liabilities (Amount in BDT):

Particulars 2019 2020 2021 2022

Total Liabilities 7,500,000 30,400,000 34,200,000 35,700,000

Increase or Decrease 22,900,000 3,800,000 1,500,000
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Total Liabilities

34,200,000 35,700,000
30,400,000
7,500,000
2019 2020 2021 2022

Interpretation:

Over the four years from 2019 to 2022, Queen South Textile Mills Ltd.'s total liabilities
showed varying trends. In 2019, their liabilities stood at BDT 7,500,000. However, by 2020,
there was a substantial increase, with liabilities reaching BDT 30,400,000. This trend
continued in 2021, as liabilities rose further to BDT 34,200,000. In 2022, there was a smaller
increase, bringing liabilities to BDT 35,700,000. Overall, there was a significant growth in

liabilities from 2019 to 2020, followed by more moderate increases in the subsequent years.

vi. Shareowner Equity:

Queen South Textile Mills Ltd.’s 2019-2022 Shareowner Equity (Amount in BDT):

Particulars 2019 2020 2021 2022

Shareowners’ equity 61,000,000 36,700,000 105,600,000 128,500,000

Increase or Decrease 0 (24300000) 68,900,000 22,900,000
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Shareowner Equity

128,500,000
105,600,000
61,000,000
l 36,700,000
2019 2020 2021 2022

Interpretation:

Over the four-year period from 2019 to 2022, Queen South Textile Mills Ltd.'s shareholder
equity saw some changes. In 2019, their equity stood at BDT 61,000,000. However, there
was a decrease in 2020, bringing the equity down to BDT 36,700,000. This was followed by
a substantial increase in 2021, with equity rising to BDT 105,600,000, and a further increase
in 2022 to BDT 128,500,000. Overall, while there was a dip in 2020, the company
experienced significant growth in shareholder equity in the subsequent years, indicating
positive financial performance and value creation for its shareholders.

4.2 Common Size Income Statements:

The common-size income statements of Queen South Textile Mills Ltd. are given below:

Year 2019 2020 2021 2022
Revenue 12.8 26.9 103 141.7
EBITDA -39.1 -50.7 -a0 -90.5
MNet Profit after tax -39.2 -509 -90.3 -81.4
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COMMON SIZE ANALYSIS OF QUEEN SOUTH TEXTILEMILLS LTD

Year 2019 2020 2021 2022
Revenue 100% 100% 100% 100%
EBITDA -305% -188% -B7% -64%

Met Profit after tax -306% -189% -B8% -B5%

Interpretation:

Queen South Textile Mills Ltd. starts their operation 2019 properly. So, it is obvious that they
need time to reach the breakeven point. Because of that we are seeing loss in their income
statement. From 2019 to 2022 between 4 years they are growing and getting closer to the
breakeven point. But still, they need to increase their sell to reach break-even point faster. We
can see that in 2019 their net profit after tax was 306% loss but in 2020 it reduce to 189% and
2021 it decrease and gone under 100% and finally in 2022 it decrease to 65%. This is good
news for Queen South Textile Mills Ltd. and year by year they improving.
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Particulars 2022 2021 2020 2019

Profit before | (90,500,000) (90,000,000) (50,700,000) (39,100,000)
tax

Profit after (91,400,000) (90,300,000) (50,900,000) (39,200,000)
tax

Shareowners’ | 128,500,000 105,600,000 36,700,000 61,000,000
equity

Total Assets 164,200,000 139,800,000 67,100,000 68,500,000
Total 35,700,000 34,200,000 30,400,000 7,500,000
Liabilities

4.3 Financial Ratio Analysis:

4.3.Financial Ratio Analysis: The ratios are given below with explanation:

Financial Ratio Analysis of Queen South Textile Mills L td.

Last Four Years Financial Data Analysis of CNL’s:

According to the data shown in the table, Queen South Textile Mills Ltd.'s profit before and

after taxes, shareholders' equity, total assets, and total liabilities have all changed gradually

during the past four years.

4.3.1 Liquidity Ratio

The two basic measures of liquidity are:

1. Current ratio

2. Quick ratio.

©Daffodil International University

27|Page




Particulars 2019 2020 2021 2022

Ratio 3.9 0.9 2.2 2.4

i) Current Ratio: The calculations of Current Ratio of Queen South Textile Mills Ltd. are given

bellow:

Queen South Textile Mills Ltd.’s 2019-2022 Current Ratio (Amount in BDT):

Current Ratio

3.9
2.4
2.2
0.9
2022 2021 2020 2019

Interpretation:

The Current Ratio figures for Queen South Textile Mills Ltd. show fluctuation over the years,
indicating varying levels of short-term liquidity. While the ratio was robust at 3.9 in 2019, it
dipped to a concerning 0.9 in 2020 before recovering slightly to 2.2 in 2021 and 2.4 in 2022.
However, none of these ratios meet the standard benchmark of 2:1, suggesting potential
challenges in meeting short-term obligations. Queen South Textile Mills Ltd. should focus on
optimizing its current assets and liabilities to enhance its financial stability.

i). Quick (Acid-Test) Ratio: The quick ratio is calculated as follows:

Queen South Textile Mills Ltd.’s 2019-2022 Quick Ratio (Acid Test):
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Particulars 2019 2020 2021 2022
Ratio 3 0.5 15 1.8
Quick Ratio
3
0.5
2019 2020

Interpretation:

The Quick Ratio figures for Queen South Textile Mills Ltd. fluctuated over the years. In 2019,
itwas strong at 3, but dropped to 0.5 in 2020, indicating potential liquidity challenges. While
there was a partial recovery in 2021 and 2022, with ratios of 1.5 and 1.8 respectively, none
met the ideal benchmark of 1:1. Queen South Textile Mills Ltd. should improve its

management of current assets and liabilities to enhance liquidity.

4.3.2 Efficiency Ratios

i) Inventory Turnover Ratio: The calculations of Queen South Textile Mills Ltd.’s 2019- 2022

Inventory Turnover Ratio are given bellow:

Queen South Textile Mills Ltd.’s 2019-2022 Activity Ratios (Amount in BDT-Million):
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Particulars 2019 2020 2021 2022
Cost of Goods Sold | 27.68 37.76 117.42 156.01
Average 6.7 111 23.9 21.7
Inventories

Inventory 4.3 3.4 491 7.18

Turnover Ratio

Inventory Turnover Ratio

7.18
4.91
4.3
l 3.4 '

2019

Interpretation:

2020

2021

From the provided Inventory Turnover Ratio for Queen South Textile Mills Ltd., it's clear

that none of the years met the standard benchmark of 4:1. This suggests potential

inefficiencies in managing inventory turnover. While there were fluctuations, with a notable

improvement in 2021 and 2022, the company needs to aim for consistency to ensure optimal

inventory management.

ii. Average Collection Period: The Average Collection Period measures the average number

of days it takes for a company to collect its buyers and debtors.
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Queen South Textile Mills Ltd.’s 2012-2016 Average Collection Period (Days):

Particulars 2019

2020

2021

2022

Average payment |20

period

34

16

39

Average Collection Period

20

39

2019

Interpretation:

2021

2022

As we can see in the graph, in 2019 their average number of days to collect receivables was

20 days. Which was good but in 2020 it increased to 34 days which is not bad average of

days and again it decreases to 16 days which is lowest in those year and most efficient year

but after that it increases significantly on 2022 average receivables days is 39 which is not

good for Queen South Textile Mills Ltd..
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iii. Average Payment Period: The Average Payment Period measures the average number

of days it takes for a company to pay its suppliers and creditors.

Year 2019 2020 2021 2022
Average payment |8 27 15 29
period

Queen South Textile Mills Ltd.’s 2012-2016 Average Payment Period (Days):

Average Payment Period

29
27

15

2019 2020 2021 2022

Interpretation:

As we can see in the graph, in 2019 their average number of days to payables was 8 days.
Which was good but in 2020 it increased to 27 days which is not bad average of days and
again it decreases to 15 days which is lowest in those year and most efficient year but after
that it increases significantly on 2022 average payables days is 29 which typically indicates
good financial health and efficient management of accounts payable.

iv. Total Asset Turnover Ratios: The calculations of Queen South Textile Mills Ltd.’s

2019- 2022 Total Asset Turnover Ratios are given bellow:
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Queen South Textile Mills Ltd.’s 2019-2022 Total Asset Turnover Ratios (Amount in BDT):

Particulars 2019 2020 2021 2022

Sales or Revenue | 12,800,000 26,900,000 103,000,000 141,700,000
Total Assets 68,500,000 67,100,000 139,800,000 164,200,000
Total Assets | 0.18 0.40 0.74 0.86
Turnover Ratio

.-/'

Total Assets Turnover Ratio

0.18

D.86
0.74
0.40 I

2019

2020 2021

2022

Interpretation:

In 2019, the Total Asset Turnover Ratio was 0.18, indicating that for every Taka 1 of assets

invested; the company generated 18 paisa in sales revenue. By 2020, this ratio increased to

0.40, showing an improvement in asset efficiency, resulting in 40 paisa in sales revenue for

every Taka 1 of assets. In 2021, the Total Asset Turnover Ratio continued to rise to 0.74,

suggesting further optimization in asset utilization, resulting in 74 paisa in sales revenue for

every Taka 1 of assets. By 2022, the ratio reached 0.86, indicating a significant enhancement

in asset efficiency, resulting in 86 paisa in sales revenue for every Taka 1 of assets. This
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consistent improvement reflects positively on Queen South Textile Mills Ltd.'s operational

performance and asset management over the specified period.

4.3.3 Debt Ratios

1) Debt Ratio: The ratio is calculated as follows:

Queen South Textile Mills Ltd.’s 2019-2022 Debt Ratios (Amount in BDT):

Particulars 2019 2020 2021 2022
Total Liabilities 7,500,000 30,400,000 34,200,000 35,700,000.
Total Assets 68,500,000 67,100,000 139,800,000 164,200,000
Debt Ratio 10.94% 45.30% 24.46% 21.74%

Debt Ratio

61.64%
45.30%
24.46%
10.94%
2019 2020 2021 2022

Interpretation:

The Debt Ratio of Queen South Textile Mills Ltd. exhibited fluctuation from 2019 to 2022.
Starting at 10.94% in 2019, the ratio surged significantly to 45.30% in 2020, indicating a
substantial increase in the proportion of total assets financed by debt. However, the following
years saw a reversal of this trend, with the ratio dropping to 24.46% in 2021 and further
declining to 21.74% in 2022. This downward trajectory suggests a strategic shift away from
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debt financing, as the company appears to be reducing its reliance on debt to fund its
operations. However, the debt ratio is close to the standard ratio.

4.3.4 Profitability Ratios

i) Gross Profit Margin: The gross profit margin of Queen South Textile Mills Ltd.’s

calculated as follows:

Queen South Textile Mills Ltd.’s 2019-2012 Gross Profit Margins:

Year 2019 2020 2021 2022

% -116.3% -40.4% -14% -10.1%

Gross Profit Margin
'021 -ZU-ZI

-14.00% 39.85%

020

-40.40%

-116.30%

Interpretation:

As we can see in the graph that Queen South Textile Mills Ltd. start its operation in 2019 and
they occurring loss from start-up and they do not even reach the breakeven point till 2022.
But the good thing is in 2019 they faced losses of almost 116.30% but after that in 2020 their
gross loss reduces to 40.4% and in 2021 and 2020 their loss reduces significantly to 14% and
10.1% respectively. It refers achieving good condition of the company.

ii) Operating Profit Margin: The operating profit margin is calculated as follows:
Queen South Textile Mills Ltd.’s 2019-2022 Operating Profit Margins:
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Year 2019 2020 2021 2022
% -305.3 -188.4 -87.4 -65.4
Operating Profit Margin
2020 ' 2021 . 2022
-65.40%
-87.40%
-188.40%

Interpretation:

As we can see in the graph that Queen South Textile Mills Ltd. start its operation in 2019 and

they occurring loss from start-up and they do not even reach the break-even point till 2022.
But the good thing is in 2019 they faced losses of almost 305% but after that in 2020 their
operating loss reduces to 188.4% and in 2021 and 2020 their loss reduces significantly to

87.4% and 65.4% respectively.

iii) Return on Average Assets (ROAA): The return on average assets of CNL’s

calculated as follows:

Queen South Textile Mills Ltd.’s 2019-2022 Return on Average Assets:

Year

2020

2021

2022

%

-75

-87.3

-60.1
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Return on Average Assets

2020 2021 2022

-60.10%

Interpretation:

In the provided Chart, Queen South Textile Mills Ltd.'s return on average assets (ROAA) in
2020, 2021 and 2022 are -75%, -87.3% and -60.1% respectively. These negative results show
that the company made a loss compared to its average investment that year. Specifically, for
each unit of profit on assets, the company's loss in the corresponding years is 75%, 87.3%
and 60.1%. These losses mean that the company spends more money than it earns, resulting
in a negative return on investment in assets. This trend shows the difficulty of making a profit

from the company's assets during this period.

4.4.1. Horizontal Analysis:

i. Revenue: There has been a noticeable rise in the fluctuations of revenue. In 2021, there
was 283% increasing in the revenue and in 2022, it was 37.5%. So, the company's total
revenue has been consistently increasing each year, resulting in satisfactory sales.

ii. Operating Profit Margin: The operating profit margin of Queen South Textile Mills Ltd.
experienced a significant decline of -65.4% in 2022 compared to both 2021 and 2020. That's
a positive indication of this company.

iii. Profit after tax: Queen South Textile Mills Ltd.'s average Profit after Tax BDT -
91,400,000 was lower in 2022 than it was in 2021.

iv. Total Assets: The total growths of total assets of Queen South Textile Mills Ltd. were
increased BDT 72,700,000 in 2021 and BDT 24,400,000 in 2022. The condition of total
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assets of this company is quite good.

v. Total Liabilities: The total liabilities of this organisation are on the rise; in 2022, they
amounted to BDT 35,700,000, indicating that their capacity for lending is satisfactory. vi.
Shareowner Equity: Shareowners' equity has changed significantly, increasing each year.
In 2021, the shareowner equity was BDT 105,600,000 and in 2022, it was BDT 128,500,000.
The total equity capital of the company's shareholders continues to increase, and shareholder

value is sufficient.

4.4.2. Common-size income statement:

An analysis of Queen South Textile Mills Ltd.'s financial performance shows that revenue is
good. The company reported a significant loss in 2019, highlighting the difficulties of
advancing in the market. However, significant improvements were seen along with steady
declines in the following years. Queen South Textile Mills Ltd.'s after-tax profit fell to 65%
in 2022, indicating good financial stability.

4.4.3. Financial Ratio Analysis:

a. Liguidity Ratio:

= Queen South Textile Mills Ltd.'s liquidity ratio is not so bad. The Current Ratio did not
meet the standard of 2:1. The Current Ratio position of CNL in 2022, at 2.4, is not favourable.
The Quick Ratio fell short of the required standards (1:1). It

appears that the company is facing difficulty in meeting its current liabilities with its current
assets.

b. Activity Ratios:

= None of the years' Inventory Turnover Ratio met the standard of 4:1. But in 2021 & 2022
it was 4.91 & 7.18. So, Inventory Turnover Ratio is significantly higher than the standard
ratio of 4:1.

= Average Collection Period did not meet the standard. On 2022, average receivables days
was 39 which is not good for Queen South Textile Mills Ltd..

= Average Payment Period met the standard. On 2022, average payable days was 29. It
suggests that a significant portion of Queen South Textile Mills Ltd.’s payments are being
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made well within the standard time frame.

= Total Assets Turnover Ratio’s consistent improvement reflects positively on Queen South
Textile Mills Ltd.'s operational performance and asset management over the specified period.
In 2021, it was 0.74 and in 2022, it was 0.86.

c. Debt Ratio:

= The Debt Ratio was decreased in 2021 and 2022, and the ratio was 24.46% and 21.74%.
The debt ratio is in line with the standard ratio, demonstrating Queen South Textile Mills

Ltd.’s commitment to financial stability and responsible management.

d. Profitability Ratios:

= There has been a noticeable upward trend in the gross profit margin at Care Nutrition
Limited. So, it's pretty impressive.

= There is an upward trend in Operating Profit Margin. In 2022, there was a significant
increase, despite being in negative territory at -65.4%. So, it is also beneficial.

= The Return on Average Assets is exhibiting a favourable upward trend. However,

in the year 2021 (-87.3).
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Chapter 5

Findings and Recommendations

5.1 Findings
Queen South Textile Mills Ltd operational and gross profit margins improved from -305% and -

116.3% in 2019 to -65.4% and -10.1% in 2022. the firm still struggled to achieve profitability. The
company's Total Asset Turnover Ratio rose from 0.18 in 2019 to 0.86 in 2022, indicating superior
asset management and operational efficiency. Inventory turnover ratios rose to 4.91 and 7.18 in 2021

and 2022, while the collection period rose to 39 days in 2022.

Recently, The company's current ratio fluctuated from 3.9 in 2019 to 2.4 in 2022, falling short of the
2:1 standard and suggesting short-term liability difficulties. Despite these issues, the debt ratio
decreased from 45.3% in 2020 to 21.74% in 2022, indicating less debt and a steady increase in
solvency, which might strengthen financial stability if sustained.

Over the last several years, Queen South Textile Mills Ltd.'s income has grown significantly. Revenue
grew 283% in 2021 and 37.5% in 2022. This suggests high sales growth. The corporation reduced
operational losses from 305% in 2019 to 65.4% in 2022, improving cost management. This shows cost

management and efficiency gains.

5.2 Recommendations

According to Financial analysis, here are the overall Recommendations for Queen South
Textile Mills Ltd. Limited:

% Queen South Textile Mills Ltd. should focus on maintaining liquid assets to handle
unforeseen crises effectively. This entails ensuring that a sufficient portion of their assets is
readily available in cash or easily convertible to cash.

% Queen South Textile Mills Ltd. should focus on increasing its ability to access cash quickly
for any unexpected financial needs. This could involve optimizing cash management
practices and possibly exploring avenues for securing lines of credit or other forms of

financing.
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« Queen South Textile Mills Ltd. should concentrate on managing inventory efficiently to
improve the current ratio and ensure better short-term liquidity. By doing so, they can
improve their current ratio and ensure better short-term liquidity, which is crucial for meeting
immediate financial obligations.

% Queen South Textile Mills Ltd. should develop strategies to enhance competencies and
introduce modified products to capture existing markets more effectively. This might involve
investing in research and development.

% Queen South Textile Mills Ltd. should prioritize controlling the debtor's collection period
to manage current assets efficiently. This entails implementing robust credit management
policies and procedures to streamline the collection process and minimize outstanding

receivables.

5.2 Conclusion

From that start of this company, they always strive to make healthy product for consumers.
Also, they used high quality machinery to ensure safety. They start their operation not for too
long. As I observed the company doing good and it’s growing consistently. After looking the
financial statement, which is audited by an independent firm, | observed that they are
maintaining their investment in efficient way which will lead them to make a profitable
organization. Also, I worked as an accounting intern; | observed the work culture in Queen
South Textile Mills Ltd. good. They take recommendation from every employee to get good

idea about improving their business.

In Conclusion, I can say that Queen South Textile Mills Ltd. is a company with a mission to
support families across Bangladesh and help a new generation grow ready to build a future

worthy of their promise and working on it.
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