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Executive Summary
Square Toiletries Ltd. (STL) is one of the largest and leading "Fast Moving Consumer
Goods" company in Bangladesh. This report provides an in-depth analysis and interpretation of
"General Financial Management and Performance Evaluation of Square Toiletries Limited".
It consists of the job responsibilities I was given during my internship in the Finance and
Accounts department of STL. A detail about my critical observation is given about the way they
record their daily transactions with their third parties, the way the measure their production
workers performance, and also how they maintain good relationship with their retailers through
winter gift promotional campaign. Then I also gave a description about my critical observation
about the activities of STL including my recommendation to change some of their monitoring
processes to increase revenue. Also, a detailed explanation of the profitability, liquidity and
financial stability of STL over the last five years and its financial performance is compared to
that of its competitor, Kohinoor Chemical Company Limited (KCCL). This is done through
liquidity, solvency, activity and profitability ratios. All these calculations were done with the help
of balance sheet and income statement of STL for the last five years. For KCCL, the calculations
of ratios were done for the year 2014. Results of ratios are also discussed to evaluate STL's
overall performance and remedial actions are also given to overcome any major area of
weaknesses.
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Chapter- 1
INTRODUCTION

1

1.1 Background of the study
Gaining knowledge and learning on a particular subject can only be evaluated properly if it is
linked with theory and real-life practice. Theory is learned in a detailed manner from the
academic courses. However, when it comes to attaining practical knowledge on the subject
matter to be studied, it is important to get a real life experience where the theory can be
implemented. This can be gained by a program namely “Internship”. The main purpose of
internship is to train the students and prepare themselves for the real work situation in job
markets. After gaining knowledge from my internship program from Square Toiletries Limited
under Accounts and Finance department, I have developed this internship report as a partial
requirement to acquire the BBA degree under direct supervision of Mr. Riyashad Ahmed. I
have tried my best to make this report with sufficient resources to make it an informative and
showcase my real-life knowledge.

1.2 Origin of the study
This report is a partial fulfillment of the internship program to complete my undergraduate. My
supervisor Mr. Riyashad Ahmed assigned me with the topic “General Financial Management and
Performance Evaluation of Square Toiletries Limited”. My internship period in STL was about
three months and I have got the opportunity to learn how their day-to-day operations work and
the methods they follow to keep record of their transactions. With the most updated information
that I have acquired through closely looking at their activities, I successfully completed this
report.
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1.3 Objectives of the study
General Objective:
The objective of the study is to focus on one broad issue that is “General Financial Management of
Square Toiletries Limited”. This paper also covers some other factors related to the finance and
accounts functions of STL and its importance which mentioned in the specific objectives below:

Specific Objectives:
· To know about the financial management of Square Toiletries Limited.
· To know about the company’s mission, vision, objectives, values and principles.
· To know about the different brands of STL.
· To have a practical idea about the operations of finance and accounts department of STL.
· To analyze the strengths and weaknesses of the financial management of STL.
· To assess the performance of STL compared to its competitor, Kohinoor Chemicals
Limited, through analyzing financial ratios.

1.4 Scope of the study
This internship report discusses about the current business operation of Square Toiletries
Limited. A detailed description of the activities undertaken by the finance & accounts
department of the company is given from the available information. Also, this project covers
analysis of the financial ratios in an attempt to evaluate the financial performance of the
company.
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1.5 Methodology
This report was prepared through a series of processes starting from selection of the topic to the
completion of the report. I explained my experience as an intern in Square Toiletries Ltd. during
these three months in this report. Along with it, I used the following methodology:

Selection of the Topic:
My supervisor helped me to selection this topic for my report so that I can come up with an
informative and well-organized internship report.

Sources of Data:

Primary data:
I had several face- to-face discussions with my supervisor, executives of STL and with the
General Manager regarding collection of information. Through my personal observation as an
intern in STL, I got some information which I have used in this report.

Secondary data:
· Website of Square Toiletries Limited
· Annual reports of Square Toiletries Limited from the year 2010 to 2014
· Annual report of Kohinoor Chemicals Limited for the year 2014
· Informative documents provided by the company supervisors
· Online search for more topic-related information
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1.6 Limitations of the study
· Authentication of primary data cannot be ensured and therefore collecting it is really
difficult.
· To maintain confidentiality, it is obvious that supervisors might be skeptical about
sharing certain company information with the interns. Therefore, getting the exact picture
is always a challenging.
· My understanding and experience about the corporate world of STL which I have
explained in this report might not be accurate or sufficient and in some cases I have used
mu own assumptions. This is because it was my first practical experience about the
corporate world of STL which was only for about three months.
· It was difficult to understand the overall general financial management system of a giant
local conglomerate- Square Group in just three months.
·

STL only provided their balance sheet and income statement from their audited annual
report. They have not published their annual report. So it was difficult to get a
comprehensive understanding of the financial position of the company as well as their
market share.

· Square Toiletries Limited is not enlisted in the stock market. Therefore, for analyzing
their performance through financial ratios, I could not use the "stock-market ratio".
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Chapter- 2

OVERVIEW OF SQUARE TOILETRIES LIMITED
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2.1 Company Profile:
Square Toiletries Ltd. is a part of the highly renowned local conglomerate in Bangladesh- Square
Group. It is one of the largest and leading FMCG company in Bangladesh with a turnover of
USD 75 million. With their relentless innovation, STL is the pioneer for bringing in new
products and packaging concepts in Bangladesh. They have gained the expertise and eagerness in
fulfilling customers expectations with their quality product ranges through utmost sincerity. STL
consider people as unique in terms of their needs, and to satisfy individual needs, they always try
to maintain consistent quality of their unique products. Only for their customers, they are
relentlessly striving to be "as unique as you".
Currently, STL is carrying out its production in its two fully automated plants at Rupshi and
Pabna. With their high-tech production facilities, most advanced equipment, and high quality
raw materials, they ensure the absolute best for their customers. STL has product specific
machinery to cater to different products, formulation, and packaging and a group of well-trained
people are always present to ensure smooth operations of all the machines . Imported from
various foreign suppliers, the best quality raw materials are used for all STL products. Each
phase of the production process undergoes rigorous testing to meet international standards,
following the GMP (Good Manufacturing Practice) of production.
Square Toiletries Ltd. has a strong R&D department which is committed towards developing
new products and improving existing products. The international standard products of Square
Toiletries Ltd. meet the needs of Bangladeshi people as well as the people abroad. Therefore, the
main objectives of R&D are –
· A deep understanding of consumers, their habits, and product needs.
· Capabilities to acquire, develop, and apply technology across STL's broad array of
product categories.
· The ability to make "connections" between consumers' wants and what technology can
deliver.
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STL has a vision which says "We attempt to understand the unique needs of the consumer and
translate that needs into products which satisfies them in the form of quality products, high level
of service and affordable price range in a unique way."
To attain their vision, they took a strong mission into consideration which is given below:
· To treasure consumer understanding as one of our most valued assets and thereby
exerting every effort to understand consumers' dynamic requirements to enable us in
offering maximum satisfaction.
· To offer consumer products at affordable price by strictly maintaining uncompromising
stance with quality. With continuous R&D and innovation we strive to make our products
complying with international quality standards.
· To maintain a congenial working environment to build and develop the core asset of STL
– its people. As well as to pursue for high level of employee motivation and satisfaction.
· To sincerely uphold the responsibility towards the government and society with utmost
ethical standards as well as make every effort for a social order devoid of malpractices,
anti-environmental behaviors, unethical and corruptive dealings.
With a vision to maintain this level of quality consistency and in a pursuit to consistently deliver
quality products to their consumer, STL

have also developed technical partnership with

companies such as Cognis (Germany), Uniqema (Malaysia), Clarient (Germany), IFF (UK) and
many more.
With their relentless effort to deliver "unique" quality products and to stay competitive in the
consumers mindset, they keep on bringing several brands by using high-tech production facilities
and through quality conformance. Through this effort, they are gradually becoming a high
performance local as well as a global player.
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2.2 Product offerings:
Square Toiletries Limited (STL) believes in the importance of uniqueness both at national and
international level. The company is marketing 21 brands in two different segments. The
segments are given below:
1. Health & Hygiene
No.

Brands

Products

1.

Senora

Regular, Confidence & Ultra Sanitary Napkin

2.

Supermom

Diaper

Brands

Products

1.

Jui

Coconut Oil, Hair Care Oil

2.

Meril Protective Care

Petroleum Jelly, Chap Stick, Lip Gel, Glycerin,

2. Toiletries.
No.

Olive Oil
3.

Meril Baby

Lotion, Shampoo, Powder, Olive Oil, Tooth Paste

4.

Meril Splash

Beauty Soap, Belly Soap, Xtra Fresh Soap

5.

Revive

Perfect Fairness, Perfect Freshness

6.

Chaka

Washing Powder, Laundry Bar, Ball Soap

7.

Chamak

Chamak Nil

8.

Fresh Gel

Green Mint & Cool Mint Tooth Paste

9.

White Plus

White Plus Tooth Paste

10.

Magic

Tooth Powder, Advance Ghamachi Powder

11.

Kool

Shaving Foam, After Shave Gel & lotion, Body
Spray
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12.

Xpel

Aerosol

13.

Spring

Air freshener

14.

Sepnil

Hand Wash, Hand Sanitizer

15.

Zerocal

Zerocal Tablet, Zerocal Sachet

16.

Select Plus

Shampoo

17.

Shakti

Liquid Toilet Cleaner

18.

Saaf

Dish Washing Liquid

19.

Madina

Madina Attar

Major Brands of the company are Jui, Chaka, Senora, Magic, Meril Protective Care & Meril
Baby. Square is also exporting its finished products to 13 countries- UAE, Germany, UK,
Australia, Malaysia etc.

Recommendation:
Since STL always strive to bring out new products in an attempt to keep their customers happy,
they can bring out "face wash" as a new item in their product list. This is because nowadays
people are becoming highly beauty-conscious. Also, STL is a renowned company which makes
people to have extreme trust on their products, so bringing out their own "face wash" might
increase their sales revenue.
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2.3 Values and Principles of STL:

Society
Employees
Well-being of
consumers

Figure 01: Foundation pillars of the values and principles of STL
Square Toiletries Ltd. believes that it is their obligation to work for the welfare of society. In
spite of being a commercial organization STL doesn't always opt for profit, rather it tries to be
even more focused towards the fulfillment of its commitments to society and hence has an
intense sense of responsibility to its customer, its people and its society as a whole. From the day
to day business operation to quality policy, in every single activity of STL these core values and
principals are reflected.
To achieve their vision, STL has some of their quality policies given below:
·

Dedicated to make every effort to understand consumer needs to provide maximum
satisfaction and to achieve market leadership.

·

Strive to continuously upgrade manufacturing technology and to maintain optimum level
of quality measures in conformity with the international standard – ISO 9001: 2008.

·

Committed to achieve quality objective through continuous employee training and
maintaining congenial working environment.
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Square Group aims towards providing the best possible compensation to all the people working
with the company through a package consisting of basic salary, bonus, allowances, leave salary
and various retirement benefits
Apart from maintaining their quality policy to ensure healthy well-being of their consumers and
employees, they have made tremendous contribution for the welfare of the society. It also
embraced the society & its people with different initiatives. Besides core business functions, STL
has long been taking active part in different philanthropic activities like employment generation
program for vulnerable community, financial aid to disadvantaged and natural disaster affected
people, helping acid victims, tree plantation, creating mass awareness on health and hygiene
issues, supporting in education and various local community programs and many more.. Some of
their corporate social responsibilities are:
·

As a part to show great care to Bangladeshi girls through Senora; 1 million girls have
been educated to enjoy a hygienic life.

·

Being conscious about baby & its wellbeing, STL has introduced a service “supermom”
where any mother can call at the number: 01678737666 to get expert doctor’s advice
absolutely free. Under this service in the year 2012, 1 lac mothers have been
communicated about the importance of breast feeding.

·

Starting from 1998, every year through Meril-Prothom Alo Award, country’s largest,
most prestigious and fun-filled ceremony, STL are rewarding performance in cultural
area.

·

On 7th April, STL brought up a campaign titled "Zerocal World Health Day Rally", to
spread the information on the importance of regular exercise, apposite calorie and healthy
diet intake and regular health check-up.

·

To stop violence on women, this year on valentine's day, STL came out with a bold
concept which says "Only the cowards hurt, be a REAL man, treat every woman with respect."
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2.4 The formation of Square Toiletries Limited:
From the inception in 1958, SQUARE today symbolizes a name – a state of mind. It flourished
gradually to be one of the top line conglomerates in Bangladesh. With an average Annual
turnover of over US$ 200 million and a workforce of about 3500 the SQUARE Group is a true
icon of the Bangladesh business sector. The table below shows the history of the Square Group
as well as the gradual formation of STL.

Year

Activities

1958

Debut of Square Pharma as a Partnership Firm.

1964

Converted into a Private Limited Company.

1974

Technical Collaboration with Janssen Pharmaceutical, Belgium, a subsidiary of
Johnson and Johnson International, USA.

1982

Licensing Agreement signed with F. Hoffmann-La Roche Ltd., Switzerland.

1985

Achieved first position in the Pharmaceutical Market of Bangladesh among all
national and multinational companies.

1987

Pioneer in pharmaceutical export from Bangladesh.

1988

Debut of SQUARE Toiletries Ltd. as a separate division of SQUARE Pharma.

1994

Initial Public Offering of SQUARE Pharmaceutical Shares.
SQUARE Toiletries Ltd. becomes a Private Limited Company.

1995

Chemical Division of SQUARE Pharmaceuticals Ltd. starts production of
pharmaceuticals bulk products (API).

1997

Won the National Export trophy for exporting pharmaceuticals.

Debut of SQUARE Textiles Ltd.
1998

Second Unit of SQUARE Textile Ltd. is established.
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Agro-chemicals & Veterinary Products Division on SQUARE Pharma
starts its operation.
2000

SQUARE Spinning’s Ltd. starts its Journey.

2001

SQUARE Knit Fabrics Ltd. is established.
SQUARE Fashions Ltd. starts its operation.
US Fda/UK MCA standard new pharmaceutical factory goes into
operation built under the supervision of Bovis Lend Lease, UK.
SQUARE Consumer Products Ltd. Started its operation.
SQUARE Infomatix is established.
SQUARE Hospitals Ltd. Incorporated.

2003

Management Agreement with Bumrungrad Hospital International
of Thailand for the management of SQUARE Hospitals Ltd.

2005

New State-of-the-Art Square Cephalosporins Ltd. goes into operation:
built as per USFDA/ UK MHRA requirements.

2006
Square Hospitals Ltd starts its journey.
2007
Square Pharmaceuticals Ltd., Dhaka Unit gets the UK MHRA approval
2008

of Square Pharmaceuticals Ltd. starts SVPO (Small Volume Parental &
Ophthalmic)
unit, built as per US FDA requirements, goes into operation.

2009

Starts manufacturing of insulin maintaining quality standards of US FDA &
MHRA.
Dedicated hormone & steroid products manufacturing facility complying with
the current
Good Manufacturing Practice (GMP) of WHO, US FDA & UK MHRA starts
operation.
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2.5 Organogram of Square Group:
Managing Director

Director

General Manager

Deputy General
Manager
Assistant General
Manager

Senior Manager

Manager

Assistant Manager

Senior Executive
Executive
Junior Executive

Senior Officer
Officer
Junior Officer
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Chapter- 3

REASON BEHING CHOOSING KOHINOOR
CHEMICAL COMPANY LIMITED AS A
COMPETITOR OF SQUARE TOILETRIES
LIMITED
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Kohinoor Chemical Company Limited (KCCL) is well-known by its most popular product
"Tibet". They are the pioneer amongst the soap, cosmetics and toiletries manufacturing industries
of Bangladesh, producing highly value-added products. They are quality-focused.
Products of Kohinoor Chemical Company

Products of Square Toiletries Ltd.

Ltd.
Tibet 570

Chaka

Ice Cool

Meril Splash

Fair & Care

Meril Protective Care

AM PM

White Plus; Freshgel

Bactrol

Sepnil

Fruity

Meril chapstick

Clean Master liquid toilet cleaner

Shakti Liquid Toilet Cleaner

Xpert Dishwash liquid

Saaf

Genstar

Kool

Heel Guard

No product marketed towards cracked heels

Sandalina

Meril Splash

This is because KCCL is considered to be the direct competitor of STL. Therefore, I have I have
chosen this company for evaluating STL's performance with one of its competitor (KCCL) for
peer analysis.
From the above table, we can see that Kohinoor Chemical Company Limited (KCCL) is a direct
competitor of Square Toiletries Limited (STL). This is because STL has almost all the brands
that are provided by KCCL. However, the number of products that are offered by STL under
each brands are much higher than the products provided by KCCL under each brands.
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Chapter 4

JOB RESPONSIBITIES DURING INTERNSHIP AT
SQUARE TOILETRIES LIMITED
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4.1 My job responsibilities at Square Toiletries Limited
I was working under the “General Financial Management" department of Square Toiletries
Limited.
To check whether the voucher has all the signs properly along with all the supporting
details.
STL records their daily transactions with the help of six types of vouchers. They are given
below:
Cash Payment Voucher (CPV): When company pays cash to their suppliers
Cash Received Voucher (CRV): When company receives cash from sales
Bank Received Voucher (BRV): Total deposits bank receives
Journal Voucher (JV): All other transactions are recorded except cash and bank transactions.
All the receivables, payable and sales entry are recorded in this voucher. For example, when STL
buys packaging materials from their suppliers, they mostly buy it on credit and therefore are
payable to the suppliers. This is recorded as an accounts payable entry. Also, when STL make
sales, they usually give a period of 10 days for collection of money. From this transaction,
accounts receivable is recorded
Cheque Payment Voucher (CPV): When company pays outside party through cheque/ pay
order/demand draft.
All these above vouchers has to go through four hands such as prepared by, checked by,
recommended by and approved by. I had to check whether each and every vouchers had
supporting details with them.
Product-wise man-hour and machine-hour consumption:

19

I had to check whether the manpower and the man-hour was properly utilized for the year 2014.
This was done by comparing the results with an assumed standard man-hour and man-power
given for every month of a year.
Manpower is basically of three types who worked for one of the three shifts. Each shifts was of
eight hour.
Permanent: Workers who gets monthly fixed payments
Daily: Workers would get paid on a daily basis which was around 200-250 taka.
Rated: A team of 5 to 10 workers were given a contract to produce 1 lakh piece of Meril lipgel.
Based on how many they can produce each day, a rate was set on how much they should be paid.
To check whether the Total Allowance/Daily Allowance bills for the month January and
February, 2014 matches with the TA/DA policy.
STL has field force who are responsible for promoting STL products in retail outlets both in
Dhaka and outside of Dhaka in order to increase their sales. As a result, STL provides daily
allowance to their field force for travelling and also for other expenses they need while
travelling. To check whether they are using the allowance effectively and using the right amount,
we have to match their expenditure with the policy where a fixed amount of expenditure is given
for each field force. Any extra expenditure they do, they will have to bring a bill copy for that in
order to get the money back. At the end of the every month, a bill summary is prepared where
the monthly bills of each field force is given. The bills they have given is then matched with the
policies and also it is checked that whether supporting details are provided for “ Hotel bills” or
“Other bills”.
Distribution-wise cost:
SFBL uses rented vehicles for emergency cases as well as their own vehicles for distribution
purposes and that is how their sales are executed. During distribution, STL incurs huge costs
among which distribution cost is major. To control their distribution costs, I had to find the
percentage of distribution costs among all the costs such as fuel cost, bridge tool, salary and
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other expenses. Then, I had to sort out which vehicle is more costly in terms of maintenance and
distribution. A standard distribution cost of 2% is held for comparing the distribution cost for
each vehicles. Therefore, the costly ones would not be used further or it might go through
maintenance for increasing its efficiency.
Audit:
The winter gift promotional program is usually held for a short period starting from 15th October
to 22nd December of every year. This is a gift distributing program which has slabs of ten
different amounts such as 15,000, 30,000, 40,000, 60,000, 75,000, 1, 00,000, 1, 50,000, 2,
25,000, 2, 75,000, and 4, 00,000. Only retailers are entitled to this program. The retailers need to
purchase goods from the distributors of STL if they contract for a particular slab, they have to
make a purchase a minimum of that amount or more within that specific period (15th October to
22nd December of every year). Based on this, retailers are awarded upon their contribution of
winter gift promotional campaign. I had to check the invoice of those retailers to see whether
their total amount of sales fall under their contracted slabs and also if it falls within October to
22nd December of every year.

21

4.2 Critical Observation:
Accrual-basis accounting:
Square Toiletries Limited follows the accrual-basis accounting which only considers an event of
expense or an event when sales has occurred. It does not consider whether cash payment is done
or not. STL make sales and sometimes make purchases on credit. For this reason, they have the
terms such as accounts payable and accounts receivable on their balance sheet. However, getting
the accuracy of the pending issues (Accounts Payable and Accounts Receivables)for a particular
period can be really difficult. If STL does not get all the bills at the end of a specific period, they
will have to close their accounts for that particular period. For example, if STL made a sales on
credit on November 30, 2014 and does not get paid until January 10, 2015, the income would be
recorded in their books in November 2014. They then have to close their account for the year
2014.This amount will give an estimate measure of their sales and purchases for that particular
period. Let me explain this method with an example. Suppose STL purchased a new machinery
on credit in May and paid Tk.100000 for it in July, two months later. Under the accrual method,
the Tk. 100000 payment would be recorded in May, when STL take the machinery and become
obligated to pay for it.
STL could have gone for cash-basis accounting where the terms such as accounts payable and
accounts receivables would not have existed on their balance sheet. This means that an expense
would have been recorded only after an expense has occurred. Also, collection of money would
have been recorded only after money has been received from the suppliers. However this method
is no longer used in any of the organizations and this method is getting obsolete.
Tax Deducted at Source:
STL makes sure that each and every of their suppliers give tax because tax is an income for the
government. When suppliers are making sales to STL, STL purchases it by giving payment to
the suppliers which is an income for the suppliers. Government said STL to cut tax on the
income level of their suppliers and the percentage of tax to be deducted is decided by the
government. Thus, on behalf of their suppliers, STL deducts tax on suppliers' income and deposit
22

it to the government treasury (Sonali Bank, Bangladesh Bank) on the suppliers' name and will
deliver the chalan copy to their suppliers. Here, STL acts as the collecting authority. At the end
of the year, when the supplier will calculate his annual income, a tax liability will be created on
his income. He will pay tax only the amount that will be remaining after the tax liability on his
income have been deducted from the tax that has been deducted by STL from the suppliers
income. However, STL can only deduct tax on the suppliers income only if they supply a
minimum of TK. 200001 raw materials.
VAT Deducted a Source:
Import Raw Materials
(Tk.66)

Sell to STL (Tk. 100)

Finished Goods to
customers (Tk. 200)

VAT (Value Added Tax) is deducted at every source starting from suppliers, producers and
ultimate customers. Here is an example, how the VAT is actually deducted.
Procurement officers (primary source) pay VAT while importing raw materials. Suppose they
imported raw materials with Tk. 66 and a VAT of 15% is charged on it. Therefore, a VAT of
(66*15%=Tk.10) is deducted from their income and is deposited to the government treasury.
Again, when they are selling these raw materials to STL for production (intermediate source),
they are charging Tk.100 to make profit. Again, they will charge a 15% VAT on it and STL has
to pay VAT of (100*15%=Tk.15). Procurement officers will deduct Tk.10 from the VAT amount
paid by suppliers and will deposit Tk.5 to the government treasury. They do this because
procurement officers already paid a VAT of Tk.10. Again, when STL is selling the finished
products to their customers, they are charging Tk.200 and will charge 15% VAT on it. In that
case, customers will give a VAT of (200*15%=Tk. 30). STL will deduct tk. 15 from the VAT
given by the customers and will deposit TK. 15 to the government treasury. STL deducts TK. 15
from the customers because they have already paid and amount of Tk. 15 as VAT. Therefore,
total VAT deposited to the government is = TK.5+Tk.10+Tk.15= Tk. 30.

23

4.3 Recommendation:
Flexible management is a problem:
Since STL is a huge organization, total management is extremely flexible. This causes
indiscipline and inefficiency which may eventually have a detrimental impact on the
organization. During my internship period, my computer was not functioning properly for two
weeks. I complained it to the authority but there was no immediate response. They tried their
best to fix it earlier but probably it got tied up in bureaucracy. Therefore, the management should
be more strict for the betterment of the company.
Purchase of more distribution vehicles:
STL should buy some transporting vehicles to minimize their distribution expenses. Although
Square Toiletries Company has transporting vehicles but they are not enough. Most often they
rely on hire vehicles. That is really very expensive for the company. So if this company can
increase their vehicles, they can reduce expense in the long run.
Problems with Auditing:
Retailers are so much eager to fall in the slabs of the winter program campaign that sometimes
they do a lot of overwriting in their sales invoice to be enlisted for the attractive gifts of the
winter gift promotional program. Sometimes the auditors fail to identify these culprits and
therefore have to give them expensive gifts. This is a huge expense for the company which needs
to be addressed by carefully monitoring the audit process, in other words, invoice which has a lot
of overwriting on it should be rejected.
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Chapter-5

SWOT AND TWOS ANALYSIS
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5.1 SWOT Analysis
Strengths:
1. Recognized as a renowned local Company:
STL is a part of the well-known local conglomerate- Square Group with its presence nationwide.
It has a local footprint combined with top of the mind brand recall among consumers worldwide.
2. Strong brand portfolio:
It has a deep and broad portfolio of brands and a diversified product range, which makes it
uniquely, positioned to the top among consumer preferences across the country.
3. Borrowing from sister concern:
Square Group is known to be the largest local conglomerate in Bangladesh. Each business unit
can borrow money from their sister concern. This in turn reduces the risk of bankruptcy which
would have occurred if the business units borrowed money from the banks.
4. Strong relationship with retailers:
STL has established a very strong relationship with retailers by offering them good margins and
incentives, which is very important for a company to stay competitive in the consumer market.
This provides STL with a strength to reach the ultimate consumers. For example, every year,
Square Toiletries Limited arranges an event "Jeteo Paren, Peteo Paren” where retailers are
awarded upon their contribution of winter gift promotional campaign which runs from October
15th to December 22nd of every year. This way they maintain good relationship with customers.
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5. Economies of scale:
Economies of scale occur when increased output leads to lower long run average costs.
Because of STL's mass scale production, it has ability to overcome the bargaining power
of suppliers which results in lower cost of production.

6. Research and development:
STL is an innovative company and investing a huge sum on research and development
of new products and brands. STL has product specific machinery to cater to different
products, formulation, and packaging. It undergoes rigorous testing to meet international
standards, following the GMP (Good Manufacturing Practice) of production. Because of
this ability STL has created high entry barriers for new entrants.
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Weaknesses:
1. Huge Competition and substitutes:
The biggest weakness that STL faces is that it operates in an competitive market where other
companies like Kohinoor Chemicals, ACI and Unilever are present and therefore poses a
challenge in its dominance at every turn and tremendously try to raise their portion in the FMCG
(Fast Moving Consumer Goods) space. Because of this huge competition, the products of STL
can be easily replaced with substitutes.
2. No direct connecting with customers:
Because of nature of business, STL has no direct connection to its ultimate consumers. It has to
rely on its wholesalers and retailers. If they have a bad relationship with their retailers, retailers
may not encourage the ultimate consumers to buy STL products. This would eventually hurt
their sales.
3. Inefficient organizational management:
Since Square Group is a big local conglomerate, their management process is extremely flexible.
A lot of bureaucracy therefore arises which creates a huge problem in the organization.
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Opportunities
1. Economic Crisis:
Due to political instability, many small companies with liquidity problems had to find way for
exit. This has created opportunities for STL because they were able to get their market share
through their efficient distribution methods and hence get more customer base.
2. Increasing need for healthy products:
Consumers are more aware today and prefer healthy products, so it is a good opportunity for
STL to introduce more healthy and safe products under its product segment "Health and
Hygiene" to increase its market share and knock out its competitors.
3. Major profitable brands:
Some of the major brands of STL are Jui, Chaka, Senora, Magic and Meril Protective Care
which derives the maximum sales. These brands should be in the priority area for creation of
future sales growth and sustaining profits from increasing raw material costs.
4. Increase in Exports:
Already STL is exporting to 13 countries including Germany, UK, Australia, Malaysia, UAE,
etc. They are successful in it because Square Toiletries Limited (STL) is an ISO 9001: 2000
certified company. Therefore, with this quality standard they are trusted by the foreign people
and therefore in future they can increase their exports in order to earn more sales revenue.
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Threats:
1. Strong Competition:
There are other multinational organizations like Unilever who are also capturing a major portion
of market share. These competitors always try to give tough time to STL and try to create high
entry barriers to new and emerging markets.
2. Tougher Business Climate:
With increasing economic crisis, strong government regulations and competitive environment,
business environment is getting tougher. It has led the companies to focus more their liquidity
instead of profitability.
3. Complex Organizational Structure:
Square Group has more than 20 group companies, one of them is STL. STL alone has two
factories for its production processes. All this has made the structure of Square Group extremely
complex. A wrong corporate strategy can be a major cause of business failure.
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5.2 TWOS Analysis:
Strategies that use strengths to maximize opportunities:
(Strength 01- Opportunity 02)
Since STL is a renowned company, their products are mostly considered to be among the top
preferences in the consumer’s mindset. With this strength, they can maximize their opportunity
of bringing out more safe and healthy products as people are becoming more health and beauty
conscious. This is because people are more likely to buy their new products as they trust STL
products. Therefore, there is a high chance of increasing their sales revenue.
(Strength 04- Opportunity 03)
STL has established a very strong relationship with retailers by offering them good margins and
incentives, which is very important for a company to capture the consumer market. Because
retailers are the ones who comes in direct contact with the customers, STL can maximize their
opportunity by encouraging retailers to sell more of their profitable brands to customers. This
would eventually increase their future sales growth.
Strategies that use strengths to minimize threats:
(Strength 03- Threat 02)
Square Group has more than 20 sister concern operating under this group. Each business unit can
borrow money from their sister concern. This in turn reduces the risk of bankruptcy and hence
ensures liquidity of cash. With this strength, they can minimize the threat of making the business
environment more sustainable for them so that they do not have to exit. For this reason, they
need more liquidity than profitability to stay in this business. They can borrow from their sister
concern without less obligations than they would have to face when borrowing from banks.
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Strategies that minimize weaknesses by taking advantage of opportunities:
(Weakness 01- Opportunity 04)
STL is successfully exporting to 13 countries including Germany, UK, Australia, Malaysia,
UAE, and many more because Square Toiletries Limited (STL) is an ISO 9001: 2000 certified
company which indicates that they maintain strict quality measure. By taking advantage of this
opportunity, they can find an alternative to lessen the impact of the risk of facing huge
competition in the local market. They can increase their exports to more foreign countries where
they can get a huge market base. Therefore, this would help to increase their sales which might
not have recovered with their sales in the local market.
Strategies that minimize weaknesses and avoid threats:
(Weakness 03- Threat 03)
Since Square Group is a big local conglomerate with more than 20 group companies operating
under it, it faces bureaucracy in their management process. To minimize this weakness in order
to avoid upcoming threats, their corporate strategy needs to be strengthen to make sure each
business units are efficiently monitored and hence the chance of business failure would reduce.
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Chapter 6
Performance evaluation of Square Toiletries Limited
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6.1 Liquidity Ratios:

Formula
Current Ratio
(times)
Quick Ratio
(times)

Current Assets/Current Liabilities
Current Assets-Inventories/Current
Liabilities

'10
1.1
7
0.9
5

'11
1.0
8
0.3
4

'12
1
0.2
9

'13
1.0
5
0.4
5

'14
1.0
8
0.4
3

'14
(KCCL
)
1.27
0.42

Interpretation:
Current Ratio:
Current ratio (also known as working capital ratio) measures the short-term solvency (debt
paying ability when they become due) position of a business. The higher the current ratio is, the
more capable the company is to pay its obligations if a large portion of its current assets consists
of highly liquid assets. From the table above, it is seen that in 2014, STL's current assets were
1.08 times higher than its current liabilities. The graph of current ratio also shows an decreasing
trend over the years except the last two years. Compared to Kohinoor Chemical Company
Limited (KCCL). STL is below KCL and therefore we can interpret that STL has an unfavorable
current ratio.

Current Ratio (times)
1.17
1.08
1

1.05

1.08
Current Assets/Current Liabilities

2010

2011

2012

2013

2014
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Current Ratio (times)
1.27
1.08

Current Assets/Current Liabilities
2014

2014'

STL

KCL

Quick Ratio:
The quick ratio measures a company’s ability to meet its short-term obligations with its most
liquid assets (ready sources of immediate cash). For this reason, the ratio excludes inventories
from current assets, The higher the quick ratio, the better the company's liquidity position.
Higher quick ratio is needed when the company has difficulty borrowing on short-term bank
loans. From the table above, it is seen that in 2014, STL has Tk. 0.43 of liquid assets to cover
each Tk.1 of current liabilities. The graph of quick ratio also shows a fluctuating trend over the
years. Compared to KCL, STL is slightly above KCL and therefore we can interpret that STL has
a favorable quick ratio.

Quick Ratio (times)
0.95
0.34

2010

2011

0.45

0.43

0.29

2012

Current AssetsInventories/Current Liabilities
2013

2014

35

Quick Ratio (times)
0.43
0.42
Current Assets-Inventories/Current
Liabilities
2014

2014'

STL

KCL

6.2 Asset Management Ratio:

Inventory Turnover
Ratio (times)
Total Asset Turnover
Ratio (times)
Average Collection
Period (days)
Average Payment Period
(days)

10

11

12

13

14

'14
(KCCL)

5.3

4.95

4.44

5.01

4.38

2.58

Net Sales/ Total Assets
Accounts Receivables/(Annual
Sales/365)

2.58

2.61

2.52

2.59

1.93

1.7

9.32

7.15

6.1

20.4

17.82

1.03

365/(COGS/Accounts Payable)

29.98

37.4

23.5

15.9

21.33

85.5

Formula
Cost of Goods Sold/Average
Inventory

Interpretation:
Inventory Turnover Ratio:
The inventory turnover ratio is an efficiency ratio that shows how effectively inventory is
managed by comparing cost of goods sold with average inventory for a period. This measures
how many times average inventory is "turned" or sold during a period. A higher inventory
turnover shows that the company can effectively sell the inventory it buys and does not wastes
resources by storing non-salable inventory and therefore ensures better liquidity. From the table
above, it is seen that in 2014, STL's inventory turnover was 4 times in that particular year. The
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graph also shows a fluctuating trend of inventory turnover over the years. Compared to KCL,
STL's inventory turnover is higher than that of KCL. Therefore, STL has a favorable inventory
turnover ratio.

Inventory Turnover Ratio(times)
5.3

4.95

5.01

4.44

4.38

Cost of Goods
Sold/Average Inventory

2010

2011

2012

2013

2014

Inventory Turnover Ratio (times)
Cost of Goods Sold/Average Inventory
4.38

2.58

2014

2014'

STL

KCL

Total Asset Turnover Ratio:
It measures how efficiently a firm uses its assets to generate sales. Higher turnover ratios is
always favorable because it means the company is using its assets more efficiently and is
generating more revenues per dollar of assets. From the table above, it is seen that in 2014, total
asset turnover ratio is 1.93 which means each taka of STL's assets generate Tk. 193 of sales. The
graph also shows a decreasing trend of total asset turnover over the years. Compared to KCL,
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STL is above KCL and therefore we can interpret that STL has a satisfactory total asset turnover
ratio.

Total Asset Turnover (times)
2.58

2.61

2.52

2.59

1.93
Net Sales/ Total Assets

2010

2011

2012

2013

2014

Total Asset Turnover (times)
Net Sales/ Total Assets
1.93

1.7

2014

2014'

STL

KCL

Average Collection Period:
Average collection period measures the average number of days that accounts receivable are
outstanding. This activity ratio should be the same or lower than the company's credit terms. A
short collection period means prompt collection and better management of receivables. From the
table above, it is seen that in 2014, STL's ACP is 17 days. The graph also shows a fluctuating
trend of the average collection period over the years. Compared to KCL, STL's ACP is
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significantly higher than that of KCL. Therefore, STL has an unfavorable average collection
period.

Average Collection Period (days)
20.35

9.32

2010

7.15

2011

17.82
Accounts Receivables/(Annual
Sales/365)

6.1

2012

2013

2014

Average Collection Period (days)
17.82
1.03
Accounts Receivables/(Annual
Sales/365)
2014

2014'

STL

KCL

Average Payment Period:
Average payment period means the average period taken by the company in making payments to
its creditors. A shorter payment period indicates prompt payments to creditors.. But a very short
payment period may be an indication that the company is not taking full advantage of the credit
terms allowed by suppliers. From the table above, it is seen that in 2014, STL's APP is 21 days.
The graph also shows a fluctuating trend of the average payment period over the years.
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Compared to KCL, STL's APP is significantly below than that of KCL. Therefore, STL has an
favorable average payment period.

Average Payment Period (days)
29.98

37.38
23.51
15.93

21.33
365/(COGS/Accounts Payable)

2010

2011

2012

2013

2014

Average Payment Period (days)
85.51
21.33
365/(COGS/Accounts Payable)
2014

2014'

STL

KCL
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6.3 Debts-to-Management Ratio:

Debt-to-Asset Ratio (%)
Times Interest Earned
(times)

Formula

10

11

12

13

14

'14

Total Debt/Total Assets
Earnings Before Interest and Taxes/Interest
Expenses

0.63

0.63

0.66

0.62

0.62

0.9

3.16

6.59

8.63

28.4

69.8

3.4

Interpretation:
Debt-to-Asset Ratio:
The debt to assets ratio indicates the proportion of a company's assets that are being financed
with debt, rather than equity. The ratio is used to determine the financial risk of a business. A
ratio greater than 1 shows that a considerable proportion of assets are being funded with debt
while a low ratio indicates that the bulk of asset funding is coming from equity. From the table
above, it is seen that in 2014, 62% of STL's assets have been financed by debt and therefore are
said to be highly leveraged and hence higher degree of financial risk. The graph also shows an
increasing trend of debt-to-asset ratio over the years except the last two years which shows a
constant trend. Compared to KCL, STL's debt-to-asset ratio is lower than KCL. Hence, STL has
an unsatisfactory debt-to-asset ratio.
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Debt-to-Asset Ratio (%)
0.66
0.63

0.63
0.62

2010

2011

2012

2013

0.62

Total Debt/Total Assets

2014

Debt-to-Asset Ratio (%)
Total Debt/Total Assets
0.86

0.62

2014

2014'

STL

KCL

Times Interest Earned:
The times interest earned ratio, sometimes called the interest coverage ratio, indicates how many
times a company could make debt and interest service payments with its before tax income in the
future, so obviously the larger ratios are considered more favorable than smaller ratios and
indicates less credit risk. From the table above, it is seen that in 2014, STL's income is 69.83
times higher than its interest expense for the year and therefore shows that the company can
afford to pay its interest payments when they come due. The graph also shows an increasing
trend of times interest earned ratio over the last five years. Compared to KCL, STL's times
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interest earned ratio is significantly higher than KCL. Therefore, STL has a favorable times
interest earned ratio.

Times Interest Earned (times)
69.83

28.37
3.16
2010

6.59

2011

Earnings Before Interest and
Taxes/Interest Expenses

8.63

2012

2013

2014

Times Interest Earned (times)
Earnings Before Interest and Taxes/Interest Expenses
69.83
3.37

2014

2014'

STL

KCL
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6.4 Profitability Ratio:
Formula

10

11

12

13

14

'14

Gross Profit Margin
(%)
Operating Profit
Margin (%)

(Gross Profit/Net Sales)*100%
Earnings Before Interest and Taxes/Sales
Revenue

25.9

26

25.6

25.6

25.6

18

3.07

3.38

3.39

6.22

8.66

7.4

Net Profit Margin (%)

(Net Profit after Taxes/Net sales)*100%

1.35

1.7

1.74

4.27

6.33

3.6

Return on Assets (%)

(Net Profit after Taxes/Total assets)*100%
(Net Profit after Taxes/Shareholder's
Equity)*100%

3.48

4.43

4.39

11.1

12.2

6.1

9.42

12.1

12.7

29.2

32.3
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Return on Equity (%)

Interpretation:
Gross Profit Margin:
Gross profit margin measures company's manufacturing and distribution efficiency during the
production process in terms of selling its inventory or merchandise. This is the pure profit from
the sale of inventory that can go to paying operating expenses. The higher the gross margin, the
higher the ability of the company to pay its operating and other expenses and build for the future.
From the table above, we can see that in 2014, STL's gross profit margin was 25.57%. This
means that after STL pays off its inventory costs, it still has 25.57 percent of its sales revenue to
cover its operating costs. The graph also shows a decreasing trend of gross profit margin over the
years. Compared to KCL, STL's gross profit margin is above than that of KCL. Therefore, STL
has a favorable gross profit margin.
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25.94

25.97

Gross Profit Margin (%)
25.63

25.6

25.57
(Gross Profit/Net Sales)*100%

2010

2011

2012

2013

2014

Gross Profit Margin (%)
(Gross Profit/Net Sales)*100%
25.57

17.95

2014

2014'

STL

KCL

Operating Profit Margin:
The operating margin ratio demonstrates how much revenues are left over after all the variable or
operating costs have been paid. Conversely, this ratio shows what proportion of revenues is
available to cover taxes and other non-operating costs like interest expense. A higher operating
margin is more favorable because this shows that the company is making enough money from its
ongoing operations to pay for its variable costs as well as its fixed costs. From the table above, it
is seen that in 2014, STL's operating margin ratio is 0.0866 which means sales is generating
8.66% of revenue to pay for its variable and fixed costs. The graph also shows an increasing
trend of operating margin over the last five years. Compared to KCL, STL's operating margin is
above KCL. Therefore, STL has a favorable operating profit margin.
45

Operating Profit Margin (%)
8.66
6.22
3.07

2010

3.38

2011

3.39

Earnings Before Interest and
Taxes/Sales Revenue

2012

2013

2014

Operating Profit Margin (%)
Earnings Before Interest and Taxes/Sales Revenue
8.66

7.39

2014

2014'

STL

KCL

Net Profit Margin:
The profit margin ratio, also called the return on sales ratio or gross profit ratio, is a profitability
ratio that measures the amount of net income earned with each dollar of sales generated by
comparing the net income and net sales of a company. The higher the margin is, the more
effective the company is in converting revenue into actual profit. From the table above, it is seen
that in 2014, STL's net profit margin was 6.33% which means STL has converted 6.33% of its
sales into profit. The graph also shows an increasing trend of net profit margin. Compared to
KCL, STL’s net profit margin is above than that of KCL. Therefore, STL has got a favorable net
profit margin.
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Net Profit Margin (%)
6.33
4.27
1.35

2010

1.7

2011

(Net Profit after Taxes/Net
sales)*100%

1.74

2012

2013

2014

Net Profit Margin (%)
(Net Profit after Taxes/Net sales)*100%
6.33

3.62

2014

2014'

STL

KCL

Return on Assets:
ROA shows how efficiently a company can covert the money used to purchase assets into net
income or profits. The higher the return on assets is, the better it is, because the company is
earning more money on its assets. From the table above, it is seen that in 2014, STL's net income
is 12.23% higher than its total assets. The graph also shows an increasing trend of ROA over the
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last five years. Compared to KCL, STL's ROA is higher than KCL. Thus, STL has a favorable
ROA.

Return on Assets (%)
11.06

3.48

2010

4.43

2011

12.23

(Net Profit after Taxes/Total
assets)*100%

4.39

2012

2013

2014

Return on Assets (%)
(Net Profit after Taxes/Total assets)*100%
12.23

6.14

2014

2014'

STL

KCL

Return on Equity:
Return on Equity (ROE) is an indicator of company's profitability by measuring how much
profit the company generates with the money invested by common stock owners to enhance the
growth of the company.Net income or profit generated is for the full fiscal year (before dividends
paid to common stock holders but after dividends to preferred stock.) Shareholder's equity does
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not include preferred shares. From the table above, it is seen that, in 2014, ROE of STL was
32.32% which means common stock owners saw 32.32% return on their investment. The graph
also shows an increasing trend of ROE over the years. Compared to KCL, STL's ROE is below
than

that

of

KCL

Return on Equity (%)
29.23

9.42

2010

12.09

2011

32.32
(Net Profit after
Taxes/Shareholder's Equity)*100%

12.74

2012

2013

2014

.

Return on Equity (%)
(Net Profit after Taxes/Shareholder's Equity)*100%
45.21

32.32

2014

2014'

STL

KCL

49

6.5 Recommendations:
Improving Liquidity Ratios:
From the liquidity ratios, both the current and quick ratio shows a declining trend in the year
2014. This has to be improved because lower the value of current ratio, lower is the margin of
safety that the company possesses to cover short-term obligations. However, current ratio may
provide a misleading indication of a company's liquidity position because the quality of each
individual asset is not taken into account while computing this ratio. This means that a company
with high current ratio may not always be able to pay its current liabilities as they become due if
a large portion of its current assets consists of slow moving or obsolete inventories (illiquid).
Therefore, quick ratio needs to be given more importance because it considers only the most
liquid assets and gives a true indication of liquidity.
Improving Asset-Management Ratios:
Inventory Turnover ratio shows a declining trend in the year 2014. This is bad for the company
because a low inventory turnover ratio shows that raw materials tend to deteriorate as they sit in
the warehouse idle and therefore poor sales. Low sales means that lower cost of goods sold. This
might be due to lack of effective man-hour of the production workers which are not properly
utilized or malfunctioning of the factory machines. Therefore, proper utilization of raw materials
is required for high sales of finished goods and therefore for high inventory turnover ratio.
The accounts payable period of STL shows an increasing trend in the year 2014. This shows that
STL is suffering from cash shortages and therefore takes more time to make payment to their
creditors. This might be due to lower inventory turnover in the year 2014 where they could not
generate enough sales due to idle raw materials. Therefore, their assets should be properly
managed to generate sales so that STL does not face any cash problems for making payment.
Also, it may deteriorate their reputation towards their suppliers which might hurt their sales in
the long-run.
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Total asset turnover ratios is seen to have a fluctuating trend over the years. The firm could be
holding obsolete inventory and not selling inventory fast enough. With regard to accounts
receivable, the firm's collection period could be too long and credit accounts may be on the
books too long. Fixed assets, such as plant and equipment, could be sitting idle instead of being
used to their full capacity. All of these issues could lead to a fluctuating total asset turnover ratio.
Therefore, STL have to carefully manage their assets in order to have a high net sales throughout
the years.
Financial Ratio do not reflect true measurement of Management Quality:
Financial ratios do not capture all of the important information that tells stakeholders how the
business is doing today and helps them predict where it is going in the future. One of the key
determinants of business success is the quality and experience of the management team. This
information cannot be derived directly from financial ratios although large ratio difference can
give an indication. Therefore, financial ratios do not indicate the real face of management
quality.
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Chapter-07
Conclusion
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Upon analyzing the general financial management of Square Toiletries Limited, it was seen that
Square Toiletries Limited is the country's leading manufacturer of international quality brand
with huge number of diversified products. For effective sales management, STL follows the
accrual-basis accounting and records it in their vouchers. Also analyzing their financial
performance, we found out whether STL will stay solvent and remain in business. This was done
by comparing ratios over time for same company and over time for the company compared with
its peer group, KCCL. In most of the cases, their efficiency, solvency and activity ratios showed
an increasing trend over the last five years while their liquidity ratios showed a fluctuating trend
over the last five years. However, from the ratios it was seen that Liquidity and AsserManagement

ratios need to be improved if the company wants to reduce their level of

obligations. Finally, I can say that general financial management practice of Square Toiletries
Limited is otherwise very efficient and the weaknesses are to be addressed with effective
solution. This way Square Toiletries Limited can uphold its position as a business icon.
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