Queen South Textile Mills Ltd.
Utilization of the IPO Proceeds
For the Month of July 2020



INTERNATIONAL
v AFFILIATE

Independent Auditors’ Report to the Bangladesh Securities & Exchange Commission (BSEC)
on the utilization of the IPO Proceeds
of Queen South Textile Mills Ltd.
For the Month of July 2020

Qualified Opinion
We have audited the Report on the utilization of IPO Proceeds (hereinafter “the Report”)of Queen
South Textile Mills Ltd. for the month of July 2020.

In our opinion, except for the effect of the matters described in the Basis for Qualified opinion
section of our report the accompanying the Report of the Company for the month June 2020 is
prepared, in all material respects, following section 2,3,4,5 and 6 of Part-C of conditions under
sections 2CC of the Securities and Exchange Ordinance 1969 of SECTION (ii); CONDITIONS
IMPOSED BY THE COMMISSION IN THE CONSENT LETTER for INITIAL PUBLIC OFFER (IPO)
of the company as mentioned in the prospectus (hereinafter “THE CONDITIONS").

The basis for Qualified Opinion

1. The company has purchased natural gas engine generator set instead of purchasing 1 set of
Yarn Package Drying Machine and 20 sets of Stainless Steef trolleys as per IPO prospectus and
this revision of the PO proceeds utilization plan was approved by the shareholders in the 17th
Annual General Meeting held on December 22, 2019. Intimatedto BSEC of the said revision on
December 24, 2019, without explanation as required by THE CONDITIONS.

2. IPO proceeds utilization period extended up to October 31, 2019, in the 16" Annual General
Meeting(AGM) of the shareholders and subsequently up to June 30, 2020, in 17th AGM.
Intimation to BSEC of the said revision with the explanation as required by THE CONDITIONS
Again the company failed to utilize the entire IPO proceeds in the stipulated time, i.e. June
30,2020as perTHE CONDITIONS and they notified to BSEC at July 29, 2020.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of IPO proceeds of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified opinion

Emphasis of Matter

We draw attention to the fact that this report is prepared to assist the company to meet THE
CONDITIONS. As a result, the Report may not be suitable for another purpose. Our report is solely
for the company and regulator BSEC and should not be distributed to parties other than the
company or regulator BSEC. Our opinion is not modified in respect of this matter.

Other Matters
According to THE CONDITIONS, the report on the utilization of IPO Proceeds from April 2018 to

February 2020 was audited by Messers Ahmed Zaker& Co., Chartered Accountants and
subsequent periods up to this report are audited by us.
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Other Reporting Requirement
Subject to our qualified opinion and basis for the qualified opinion we also report that-

a)

b)

c)

The Company has utilized an amount of Taka 97,215,837 till July 31, 2020, for the
purposes/heads as specified in the prospectus and as per the decision of shareholders in
the Annual General Meeting (AGM) held on December 22, 2019, out of total IPO proceeds of
Taka 150,000,000. Balance IPO proceeds amounting to Taka 52,784,163 rmain unutilized
on the reporting month which has been disclosed in Annexure-A.

IPO proceeds have not been utilized in line with the prospectus but approval of the revision
of IPO proceeds utilization taken in 17" AGM held on December 22, 2019, as per THE
CONDITIONS.

The utilization of PO proceeds have not been completed within the time
schedule/implementation schedule as specified in the published prospectus and as
approved in the 16" and 17"" AGM of the Company.IPO proceeds utilization period extended
up to 31% October 2019 in its 16th AGM of the shareholders held on December 27, 2018,
and subsequently up to June 30, 2020 in17th AGM held on December 22, 2019, IPO
proceeds to amount to Taka 52,784,163 remain unutilized on the last date of utilization (July
31, 2020)and failed to utilize proceeds as per THE CONDITIONS.

The utilization of IPO proceeds was accurate and made for the purpose of the company as
mentioned/specified in the published prospectus and revised implementation schedule as
approved by the shareholders in their 16"AGM and 17" AGM held on December 27, 2018,
and December 22, 2019, respectively. Intimation of the said revision was made with BSEC
on January 06, 2019 and December 24, 2019, respectively without explanation as required
by the condition no. 6 of THE CONDITIONS.

We couldn’t verify whether the assets have been procured/imported/constructed maintaining
proper/required procedures at a reasonable price as because comparative statements of
procured goods were not made available for our verification.

Verification of all necessary documents /papers/vouchers has been made in support of IPO
proceeds making reconciliation with bank statements except as mentioned above.

Eomanllaf 4

Dated: Dhaka Rahman MostafaAIailm& Co.

August 13, 2020 Chartered Accountants
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Rahman Mostafa Alam & Co.
Chartered Accountants

Queen South Textile Mills Ltd.
Reconciliation of IPO/RI Fund Utilization
For the month of July 2020

Annexure A
Particulars Amount in Tk.
Closing balance as per IPO/RI bank statement 401,181

A/C: 2148315001062(BDT) 283,667

A/C: 2148511000154(EUR) (207.6x96.3556) 20,000

A/C: 2148517000877{USD) (1187.00x82.20) 97,513

A/C: 2148517005124(GBP) (0.00x109.8808) -

FDR: 0102 24300053090 (Dosclosed in Annexure A-1) 10,269,289
Advance Margin payment for L/C From IPO Fund 46,800,000
Advance Margin payment for L/C From interest received on IPO Fund 4,311,097
Less: Un-Allocated Share Apply Money 100,000
Payment of L/C No. 200010219210699
Balance shown as un-utilized in the Report as on July 31, 2020 61,681,590
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