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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 August 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 August 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 Steel trolleys as per IPO prospectus and
this revision of the IPO 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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Responsibilities of Management and Those Charged with Governance for the Report

Management is responsible for the preparation of the Report in accordance with THE CONDITIONS
and for such internal control as management determines is necessary to enable the preparation of
the Report that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibilities for the Audit of the Report

Our objectives are to obtain reasonable assurance about whether the Report is free from material
misstatement, whether due to fraud or error and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken

based on this report.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the Report, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or

the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company'’s internal control.

o FEvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates, if any, and related disclosures made by management.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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. : -  For the month of August 2020
Name of the Company
Amount (BDT) of Capt 8 Oueen South Textile Mills Ltd.

: Tk. 150,000,000
Date of Close of Subscription ¢ lanuary 15, 2018
mmm : lanuary 25, 2018
T H : :
o Thalion o pat Amount as per Utiitaed | Total Un-utilized | Un-utitized L
Purpose Mentioned In the Prospectus (Up to June 10, Prespactes This month (%) Amount [ r“
prospactus 20200 _Ameount_
Construction of Auwtomatic warshouse|  Within Uplm:zﬂ-
12months of | a8 100.00%)|
* |cystom rocaiving 1POfund | 1760 AGM heldon 74644050 46,800,000 74644050 .
December 22,2019
Acquiciden & Installation
Within 12 months of 5.984.163
b) |Machineries for  modernization recaiving PO fund 3 56,012,034 - 50027871 ”Jlﬁ '-J
Within 3 months of
o) |Repayment of short term bask loan o : 6343916 : 6343916 |  100.00%) . “'!I
d) [P0 Expenses As and when reguired - 13,000,000 - 13000000 |  10000% 0.00%)
—You | 1
Net Interest on [PO Proceeds

Un-Utilimed 1PO Proceeds

Total Un-Utiltzed IPO Proceeds with Interest Income
Percentage:

lnterest on IPO Procesds: 3.06%

Un-Uniltaed 1PO Proceeds with Interest Income: 7.059¢
Notes:

a) During the month, The company has utllized Tk. 51,111,097, mmmmmmmmmu:wmmwmuummmmm
USD-$ 600,000 and §215,802.13 payment from own source/STL.)
b) The Company had opened a Letter of Credit { L/C No. DC DAO964037) under Proforma Invoice No. NT0019001 on November 24, 2019, with HSBC Bank of total L/C value of USD 1,493,995 for importing
sutomatic warehouse system machinery among which USD 956,975 has been paid as margin deposit from the IPO Fund and remaining USD 537,020 (USD 1,493,995- USD 996,975) will be paid from own
source from Bank Account No.050-002120-005, HSBC Bank, Dhaka Gulshan Branch. (i) invoice No. NT-1V-20017, USD-§ 169,013.16, BL number. 599180142 (i) Invoice No. NT-IV-20019, USD
433,887.40, BL Number 599180175 (ili) Invoice No, NT-IV-20022, USD-$ 506,423.18, BL. number. 599180270 (iv) Involce No. NT-1V-20023, USD-§ 309,378.95, BL number. S99180275, Automatic
Warehouse System machinery goods already arrived at the designated destination (Factory Premises).
€} In respect of Acquisition & Installation of Machineries for modernization of the existing factory, The company had opened a letter of Credit with Woorl Bank, 1/C No.200010219210699 valued EUR
300,000 dated; November 20, 2019.The Company has purchased natural gas engine generator set through the said L/C and paid EUR 300,000 equivalent to Tk. 29,290,500 from own source from the
company's other bank account No, 1509230010757. The company will adjust Th.5,984.163 from an un-utilized PO fund after the encashment of FOR No. 0102 24300053090 upon receiving the
machinery. The machinery has been reached at the designated destination but is not installed yet. It is mentionable here that the company has purchased natural gas engine generator set

instead of purchasing 1 ummrnmh.emmdmumnammmummwmmmwnmwmuumlmwmm
and notified to BSEC

d) The Company has maintained Fixed Deposit Receipts (FDR) of Tk 10,000,000 with Premier Bank Limited, Guishan Branch, (FOR A/C NO. 0102 24300053090) as per bank certificate No.
Premier /Gulshan/GB/2020/402 dated September 02, 2020.

€} The Company has got permission from BEPZA (Bangladesh Export Processing Zones Authority ) Dated: November 13, 2018, for the Construction of an Automatic warshouse system and has started the
construction work in February 2019

f) The Time Frame lor utilization of IPO Proceeds has beon extended up to 31st October 2019 and approved by the Shareholders on the 16th Annual General Meeting held on December 27, 2018, The
revised 1PO Utilization plan is yet to be approved by the Bangladesh Securities and Exchange Commission (BSEC). It is mentionable here that the Time Frame for utilization of 1PO Proceeds has been

extended for the 2nd time up to 30th June 2020 and approved by the Shareholders on the 17th Annual General Meeting held on December 22, 2019, and notifled 1o Bangladesh Securities and Exchange
mm{lslt:)buowmecum domic situation of COVID-19, we did not complete utilization on time which is informed to BSEC vide our letter No. QSTM 16 date 28 July 2020
and the revised |PO Utilizau \ submitted | mmmnﬂ-@m{m >
N
L O Massum Rana ‘é‘;:,'mm
Company Secretary Mm“ ™
Sahman Mostata Alam & (o s2n Seuth Textile Mills | 19 Queen South Textile L
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‘Queen South Textile Mills Ltd.

Statement of Fixed Deposit Receipt
For the month of August, 2020

Annexure A-1

S! No. o, r«?::\'; CPJ;’S;:;LSI;::;:; Intonst YRS Excise Duty |  Encashed Closing

1 |0102 24300052606 |Premier 100,000,000 8,017,739.93 801,774 50,000 107,165,966 =

2 |0102 24300052679 |Premier 12,800,000 874,629.73 87,463 24,000 13,563,167 .

3 |0102 24300052935 |Premier 88,531,550 3,342,342 .68 334,234 25,000 91,514,658 -
4 0102 24300053090 |Premier 10,000,000 301,987.50 30,199 2,500 . 10,269,289
Total 211,331,550 12,536,700 1,253,670 101,500 212,243,791 10,269,289

Net Interest earned so far August 31, 2020 11,181,530

Amount
FDR No. 0102 24300052606 interest has been received during the month of August 18 2.193.750
FDR Ne. 0102 24300052679 interest has been received during the month of September 18 280,800
FDR No. 0102 24300052606 interest has been received during the month of November 18 1,494 583
FDR No. 0102 24300052679 interest has been received during the month of December 18 139,591
FDR No. 0102 24300052679 interest has been received during the month of January 19 14,716
FDR No. 0102 24300052606 interest has been received during the month of February 19 1,516,076
FDR No. 0102 24300052679 interest has been received during the month of March 19 193,929
FDR No. 0102 24300052679 & 0102 24300052679 interest has been received during the month of May 19 2,095,687
FDR No. 0102 24300052935 interest has been received during the month of August 19 1,195,176
FDR No. 0102 24300052935 interest has been received during the month of November 19 1,211,311
FDR No. 0102 24300052935 interest has been received during the month of December 19 576,622
FDR No. 0102 24300053090 interest has been received during the month of March & June 20 269,289
11,181,530
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