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Quality Policy
                 “Sadaqat Textile Mills (Pvt) Limited Manufacturer and Exporter of Cotton and Poly-cotton Fabrics and made-ups, are committed to provide best quality of products to their valued customers at competitive price and as per agreed time schedule. Our vision is associated with the concept of continual improvement at all levels”. 

Khurram Mukhtar.

Chief Exective
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Sadaqat Textile Mills Limited.
ISO-9002 CERTIFIED
COMPANY PROFILE
CONTACT PERSON
Khurram / Hamid / Awais / Shoaib

ADDRESS
SADAQAT TEXTILE  MILLS LIMITED,

15- Km, Multan Road, Shahpur,

Lahore, Pakistan

TEL

(92-42)-7510060-3

(92-42)-7511161-3

FAX

(92-42)7510064, 7511164

WEB SITE

www.Sadaqat.Net
ESTABLISHED

1989

HISTORY
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Bankers:
The bankers of the company are 

· Muslim commercial bank limited

· Soneri Bank limited 

· Faysal Bank limited 

· United Bank Limited  

Competitors:
The company has lot of competitor in all  over the Pakistan Especially in Faislabad and Multan But the company consider main  competitor ;

Al-hamad Textile Mills Multan 

Colony Textile Mills Multan 

Hussain Group of industries

MISSION STATEMENTS

To provide quality products and services to our customers for their satisfaction and handsome return to the shareholders.

VISION
To be a most successful company in terms of quality, products, services and Finance 

Our motto 

                                       Honesty fair dealing, buyer satisfaction reliability 

Commercial Department

The commercial department is handle by Mian Naveed Ahmed, he is the director of the company, and Commercial department plays a vital role in the company. Commercial department has further two Sections.

1 Purchase Department

2 Sales Department

1  Purchase Department

The purchase department further divided into two sections,

         (a)   Cotton Purchase Department

         (b)   Store Purchase Department

(a) Cotton Purchase Department

Cotton is primary raw material in textile industry. As cotton is seasonal crop so this require huge Investment and efficient decision making abilities. Daily stock positions are received from the Mills. The director himself is responsible for the [purchase of raw material

The set up of this Department is under:


Director


Vice President


Field managers


Cotton selectors

Purchase Process

The following steps are involved in the purchase of raw material:

1 Selectors Visit

2 Sample Selection

3 Sample Testing

4 Decision

5 Agreement

Visit of Cotton Selectors

The cotton selectors of Sun Rays Textile Mills visit the cotton factories. Sometimes cotton selectors visit on their on behalf and sometimes they are called by the cotton factories.

Selection of Sample

When the cotton selectors find any suitable cotton they take the sample of that cotton with the price offered by sellers.

Testing of Sample

The cotton selectors send these samples to the lab for testing.

Decision for Purchase

As there is centralized management system so the director, considering tests results, himself takes the decision for the purchase of cotton.
Agreement
On the completion of the above process written agreement is made with the seller.
(b) Store Purchase Department

Mian Riaz Ahmed who is a director of the Company heads the store purchase department. The set up of this department is as under:



Director



Purchase Officer


Asst. Purchase Officer



    Purchase Clerk
The store purchase department is responsible for the purchase of following items:

a) Spares Parts

b) General Store i.e. Stationery, Packing Material, Oil & Lubricants

c) Building Material

The store purchase department prepares the following documents:

1 Demand Requisition

2 Order Form

3 Goods Received Note

Procedure

· The following is the procedure for local purchase department  

· The purchase department receives indent from the in charge at mills.   

· The purchase department on the basis of indent does an inquiry for rate form at least two approved suppliers from approved suppliers list

· After inquiry Manager Purchase discuss with Director for approval of rate or other necessary information about required items.

· After the approval of the Purchase Department purchase items from approved suppliers and sent them directly to the mills with three copies of delivery orders.

· In case of rejection of items store in charge send one copy of delivery order back to purchase department along with one copy of In Gate Pass. Store In charge also keeps a copy of Delivery Order and In Gate Pass for his record.

· In case of rejection of items store in charge sends all copies of Delivery Orders with items back to the purchase department at Multan Office

2 sales department

Sales Department is one of the most important in any business. All work is done for selling. So SEELING is the vital character in every business. The structure of sales department is as under
Director

 Manager Local Sales      Manager Export Sales

Commercial Assistant   
    Export Assistant

Sun Rays Textile Mills is selling its product to local as well as in international market. Thus his sales department of the Sun Rays Textile Mills is divided into two locations:

1 Local Sales Department

2 Export Department
local sales department
In the beginning Sun Rays Textile Mills Ltd sold its major portion of product to the local market and then it gradually entered in the international market. In 1991 the ratio of local sales to total sales was 97.74% but this ratio decreased to 44.91% to total sales of the year 1997.
Procedure
The following activities are performed in the local sales department.

1 The Directors receives orders mainly by phone.

2 Directors evaluate the capabilities to fulfill the order by consulting daily stock report from mills.

3 Directors give the instructions to local sales managers that transfer the information on local sales contract slip.

4 Before issuing/sending contract slip. Sales manager checks the selling limits of the particular party/broker, and discuss the matter with the Director if it is exceeding the selling limits.

5 Sales Department make three copies of Delivery Order singed by the Director

6 Original copy is dispatched to the party and keeps one copy for record and one copy to account section.

EXPORT DEPARTMENT

Sun Rays Textile Mills started sales from local market and now major portion of production is exported outside Pakistan. The export sales of the company went up to 55.08% in 1997 from 2.26% in 1991. Mian Shahzad Ahmed who is director of the company heads the export department. The structure of this department is as under:

Director

Manager

Export Assistant

Typist

Export Process

The export process starts from bargaining. A buyer contacts the company for the purchase of the yarn. The contract may be direct or through middleman. When the price and quality of the yarn is settled then contract from is filled. The terms and condition are settled by the director of the company. 


After the settlement of terms and conditions the buyer in the bank opens L.C. L.C is of two types. L.C at sight and L.C at issuance. L.C at sight means the L.C opening bank shall make the payment as soon as the shipping documents are presented on its counter by the negotiating bank. On the other hand L.C at since has different periods of maturity varying from 30 days to 150 days  receiving original L.C from buyer, seller will dispatch the goods as per details given in the L.C. After shipment usually following documents are presented to negotiate 

Bank for onward submission to L.C opening bank counter:

1. Commercial invoice

2. Bill of Lading

3. E- Form

4. Bill of Exchange 

5. Certificate of Origins

6. Beneficiary’s Certificate 

7. Certificate from Shipping Company

8. Packing List

1-    Commercial Invoice 

It is a sort of list which shows what is they exporting showing the:

1 Contract

2 L.C

3 E- Form

4 Shipping Company Name

This commercial invoice is sent to the buyer’s Central Bank. One copy of this invoice is kept in Sun Rays Textile Mills.

2 - Bill of  Lading

It is a list of goods issued by the shipping line stating that the good have been loaded on board, freight prepaid and other specifications.

3- E – Form

Form E is the basic document of export. Government control foreign exchange through this form. Thus, it is one of the most important documents. Exporter fills and signs it. Bank also countersigns this form. It has four copies.

6- Beneficiary’s Certificate

Beneficiary certificate is issued by the seller as required by the buyer. Usually the wording of this certificate is as

“Certify that goods have been shipped per vessel “shipping company name” and the shipping documents have been dispatched to the applicant under L.C # _____. 

7- Certificate from Shipping Company

Shipping company issues this certificate on the request of the buyer.

8- Packing List

Packing list contains the detail of all the items being exported. This list show the carton number, container number, goods description gross and net weight of total cartons and each carton. 

Import Department 

Sun Rays Textile has also an import department. The import department of the company is responsible to import those items which are not available in the Pakistan. The structure of this department is as under:

Chief Executive

Director

Senior Manager Import

Assistant
Procedure
1 Senior Manager is responsible for import of machinery, equipment, spare parts, raw material, etc.

2 An indent for import of items after the approval of Chief Executive is sent to import department.

3 The Senior Manager Import selects a subcontractor form approved suppliers list.

4 In reply, a quotation from the subcontractor is received. A copy of quotation is sent to concerned department for evaluations a checking of specification.

5 After receiving the confirmation letter of credit is established and subcontractor is informed either by phone, fax, or telex.

6 The received items are sending to the mills where these are opened. The items are checked against quotations. 

7 In case of any damage the import department is informed immediately.

8 Import Department does the necessary arrangements for survey of goods from insurance agencies and claims.

9 A file is maintained with detailed information of import department and letter of credit.

These all are the main departments of the Sun Rays Textile Mills Multan each and every department performed very vital Role if we skip any of them than the system will be incomplete.let us ake the example without cash the organization is nothing mean finance department performed the activities of finance that how and where manage the cash, the salaries of the employees eacha and every thing related to cash manage finance department .

Now we move to the sales department whenever there is no cash it mean you don’t have the money to invest .when no money than you cant invest than no production. When no production than no question arise about sale due to lack of production 

It means all the department are interrelates with each other so if each and every departments any activities is missed than all the work is stopped but During my internship is see that all the departments are very very sufficient for growing 

 Finance Department
Finance Department is the backbone of every organization. Finance    Department is composed of two departments such as

1 Account Department

2 Internal Audit Department
Account Department

The Account Department is responsible for the entire accounting process of the organization regarding the recording of transactions, designing the accounting system, preparation of financial statements and computer application to the accounting process.

CHAPTER NO.      8

FUNCTIONS OF FINANCE DEPARTMENTS

Functions of the Account Department

A. The main function of the accounting department is to record the business transactions.

B. This department also designs the accounting policies.

C. The department is responsible to maintain the books of accounts.

D. This department also prepares the financial statements and offer these to the shareholders

Thus by studying the above functions it is clear that the finance department is restricted up to the recording and maintaining the account data. The directors control all the financial matters. Chief Financial Officer Mr. Shabbir Kausar heads this department. 

The set up of this department is as under:

Chief Financial Officer

Manager Accounts

Cash Manager

Accountant

Data Entry Operator

The Account Department is mainly divided into the following three sections:

1. Stores section

2. Salaries and Wages Section

3. General Accounting Section

Store Section

Store section is mainly concerned with store accounting. The Chief Accountant heads this section. The major responsibilities of this section are,

1 To record all the store purchases

2 To record all the store issues

3 To prepare various reports relating to store i.e. material consumption report, party wise purchase report.

4 To keep a check on all stores by surprisingly checking their record and physical existence of items stored. 

Because of the above-mentioned duties, this section has a key position in the company. No payment is made to anybody unless it is checked and verified by this section.

Salaries and Wages Section

This section is responsible of making payment to the employees. This section plays an important role in safeguarding the interest of the company as well as employees.

This section also ensures all the labor laws. Certain laws relating to the company are as under:

a) Leave Procedure


As for as leaves are concerned, there are three types of leaves:


Sick Leaves


Sick leaves are eight in a year.


Casual Leaves



Casual leaves are ten in each year.

Annual or Earned Leaves

There are twelve earned leaves. Companies rules do not allow any employee to do four days leave without application. In case if an employee does so then he cannot avail annual leaves.

b) Attendance Allowance

If an employee works for full one month then he gets attendance allowance of Rs. 100/-

c) Salaries and Wages

Minimum Salary is not less then 2700/= the break-up of salary is as under:

o
Basic Salary

o
Badli Allowance


50

o
Attendance Allowance
100

o
Cost of Living Allowance 
18% of Basic Salary

o
Punjab Employees Special Allowance

o
Minimum Wages Adjacent Allowance 

o
House Rent Allowance 10% of Basic Salary Utility Allowance 10% of Basic Salary

o
Special Allowance      
300

d) Income Tax


Income Tax is deducted from all those employees whose annual salary is greater than Rs. 40,000/=

e) Advances and Loans

Advances and loans are given to the employees, which are adjusted against salaries. It is the sole discretion of the management whether they approve advances and loans or not.

f) Gratuity

 
Gratuity is given to the employees.

General Accounting Section

General accounting section is mainly concerned with utilities like gas, electricity, fuel, telephone etc. The major responsibility of this section to keep the record of bills regarding utilities.

Accounting System at Sun Rays Textile Mills

The accounting system used at Sun Rays Textile Mills is conventional and centralized. Though the head office of the company is in Karachi, but all the accounting work is dome in the branch office located at Multan. The process of accounting system starts from the preparation of voucher. The following are different types of vouchers prepared at Sun Rays Textile Mills:

1 Bank Voucher

2 Payment Voucher

3 Credit Voucher

4 General Voucher

Bank Voucher


This Voucher is prepared when any amount is deposited or withdrawn from the bank.

Payment Voucher


This Voucher is prepared at the time of making payments to any party.

Credit Voucher


This voucher is prepared while receiving any amount from any party.

General Voucher


This is also known as adjustment voucher. This voucher is prepared for adjusting any entry.

Vouchers are prepared after every transaction. These vouchers are sent to the Chief Accountant with all supporting documents. The chief Accountant verifies these vouchers and sent them to the Director Finance. If he has any inquiry about a thing, he asks the relevant person. If there is not any point for inquiry then he puts his signature on the vouchers. Now it is a time to record these vouchers in the books of accounts.

These transactions are recorded in the number of books like:

1 Cash Book 

2 Bank Book 

3 Bought Day Book 

4 Sale Day Book 

After recording the transactions in the books of accounts these are posted in the ledgers. The internal auditor then verifies whether the transactions are properly recorded in the books of accounts or not. Now it is a time to prepare trial balance from the ledgers and finally profit and loss account and balance sheet is prepared. A brief description of the books and ledgers are given below:

Cash Book

In this book cash payment and receipt vouchers are recorded on daily basis. The vouchers are numbered serial wise and cash closing balance is calculated daily.

Bank Book

This book is maintained for all the bank accounts of the company. When any amount is withdrawn or deposited in the bank that amount is also recorded in the bankbook. At the end of month bank account is reconciled with bank statements.

Bought Day Book 

The bought day book is maintained for recording the purchases made by the company. The balances form the bought day book is entered in the relevant supplier ledgers at the end of the month the balances from the bought day book is posted in the main ledger for control purposes.

Sales Day Book

In this book sale bills are entered and then posted in the customer ledgers. At the end of the month the balances are posted in the main ledger for control purposes.

When the transaction is properly recorded in the books of accounts then these balances are posted in the ledgers. The following are the types of ledgers maintained at Sun Rays Textile Mills Ltd.

1. Main Ledger

2. Profit and Loss Ledger

3. Customer Ledger

4. Supplier Ledger

5. Staff Ledger  

1-
Main Ledger
It is a control ledger, which maintains all heads of accounts from which balance sheet is prepared. All assets and liabilities accounted, profit and loss, customers, suppliers and personal ledger are maintained in it. Posting of sub-ledger is made in main ledger on closing of the month from basic books like cash book, bank book, bought day book and sale day book. At the end of the month, Trail balance is prepared to check the accuracy of accounts maintained during the month by seeing the debit

and credit of trial balance as they are equal or not.

2-
Profit and Loss Ledger

In profit and loss ledger all accounts of income and expenses are maintained. The following are the heads of accounts maintained in the profit & loss ledger:
1                       Sales Account

I.
Local 

ii.
Export

2 Commission on Sales

3 Excise duty on Yarn

4 Export Development Surcharge

There are some expenses heads maintained in the profit & loss ledger. These are as under:

1 Manufacturing Expenses

2 Admin Expenses

3 Selling Expenses 

4 Financial Charges

5 Misc. Charges

Manufacturing Expenses

They are like purchase of cotton, wages and salaries, fuel, power, insurance, repair and maintenance of plant, packing and depreciation.

Admin Expenses

These are Directors traveling expenses, salaries, and communication expenses like fax telex etc. rent, electricity, entertainment, and advertising, and vehicle, subscription, printing and stationary.

Selling Expenses

These include export expense, corporate freight, and local selling expense.

Financial Charges

They are like interest on long-term loan, mark-up on short-term finances, long-term finances, exchange risk coverage fee, commission on bank guarantees, L.C commission, excise duty on long term and short term finances.

Misc. Charges 

They include auditor‘s fee, legal and professional charges (other than auditors), donations, fines and penalties.

3-
Customer Ledger

It is maintained by company in which all accounts are opened to whom the company sells yarn. Posting in a customer ledger is made from cashbook, bankbook, and daybook. The balances of customers are worked out daily and the report of receivables is prepared daily and submitted to management.

4-
Suppliers Ledger

In supplier ledger the goods supplied by the parties are recorded.

5-
Personal Ledger

To record all transactions relating to the personal accounts of employees of company, this ledger is used. Trail Balance of all these ledgers is prepared at the end of the month, which is then checked through main ledger
Internal Audit Department
Sun Rays Textile Mills has also a special department for performing the internal audit. The Internal Auditor heads this department. The audit department develops audit program before conducting an audit. This department works on continual basis. The internal auditor of the company visits the mills on weekly basis and conducts the audit according to the checklist framed by the internal audit department. The department is responsible to keep its eyes on the implementation of management policies. This department is also responsible to inform the top management regarding the accuracy of all accounting information and their analysis. 

Main Functions of the Internal Audit Department

Following are the main functions of the internal audit department:

1. Revision of the System

The internal audit department revises the system if there arises any discrepancy.

2. Check on the System

The internal audit department checks whether the revised system is being followed or not. If there arises any deviation that is reported to the management. 

3. Check on Maintenance of Books of Accounts

This department also examines whether management policies are followed or not.

4. Proper maintenance of Books of Accounts

The internal audit department also examines whether proper books of accounts are being kept as required by the Companies Ordinance 1984. 

5.  Assets Safeguarding 
This department also safeguards the company assets.

The following are the main functions performed by the internal audit department at branch office Multan while conducting an audit:

1 Checking of postings from clock to wages sheets.

2 Recovery of advances 

3 Price checking

4 Checking of Credit Notes issued by the Sales Department.

5 Checking of Debit Notes issued by Sales Department.

6 Checking of rebates, discounts

7 Continuous checking of assets of the company

8 Checking of bank vouchers

9 Checking of credit vouchers

10 Checking of general vouchers

CHAPTER NO. 10

RATIO ANALYSIS

Ratio Analysis

Ratio Analysis of financial statements refers to the process of determining and presenting the relationship of items and group of items in the statements. Ratio Analysis however is not an exact science but a useful art. It is a statistical yardstick providing a measure of relationship between two figures of accounting. Ratio analysis can be of use both in the trend or structural analysis and static analysis. Great care is needed while calculating meaningful ratios and in interpreting them. Although there are several ratios, which an analyst can employ yet the type of ratios he would, use entirely depends on the purpose for which the analysis is done i.e., a creditor would keep him abreast about the ability of a concern to cover up its current obligations and so would care about current and liquid ratios, 

Turnover of receivables, coverage of interest by the level of earnings etc.

So the financial statements analysis is the process of identifying of financial strength and weaknesses of the firm by properly establishing relationship between the items of the balance sheet and the profit and loss account.

The need for ratios arises due to the fact that absolute figures are often misleading, e.g. if sale increases from Rs. 500,000/= to Rs. 550,000/=, it may not be a good thing as appears. The increase in sales may be affected at the cost of a disproportionate rise in expenses. Absolute figures are only valuable if they are studied in relation to each other.
Expression of Ratios

Expression of ratios in the following ways:

1 Actual ratios are arrived at by dividing one number by another e.g. current asset to current liability is 2:1.

2 Ratio between two numerical facts usually over a period of time e.g. stock turnover three times a year.

3 Ratio between numerical may be expressed in percentage (%)
Advantages of Ratio analysis

1 It helps to give comprehensive financial statements in evaluating aspects of any undertaking in respect of financial health, operations efficiency and profitability.

2 It gives a chance of inter-firm-comparison to measure efficiency and helps management to resort to some remedial measures.

3 Dynamic or trend analysis is helpful towards planning and forecasting the virtuous use of ratios.

4 It provides a good help in decision making for investors and to the financial institutions.

Classification of Ratios

Ratios can be classified as follows

A. Income Statement Ratios

B. Balance Sheet Ratios

C. Combined Ratios 

A-
Income Statement Ratios

Income statement ratios are also called operational ratios. These ratios deal with the relationship of two items and both are in the profit and loss account or income statement. The following are the important types of income statement ratios:

a) Gross Profit Ratio (GP Ratio)

b) Operating Profit Ratio

c) Net Profit Ratio

d) Operating Ratio

e) Stock Turnover Ratio

It is also necessary for income statement ratios that both items must belong to the same profit and loss account.

a) Gross Profit Ratio

This ratio is of great importance in the analysis of the trading results of the business. G.P ratio is the ratio of gross profit to net sales expressed in %age. Thus it expressed the relationship between gross profit and sales. It tells the management the ability of sales to generate earnings before any cost of business except cost of goods sold.

Formula

Gross profit * 100    
Net Sales

Company GP Ratio for last three years 
	Years 
	2004
	2005
	2006

	GP Ratio
	10.12%
	16.49%
	8.61%


The GP Ratio of the Sun Rays Textile Mills Multan is not consistent. There is increase in 2004 to 2005 ,But in 2006 it is decrease

In the year 2003 there is decrease of GP Ratio due to increase of  CGS . However in 2003 and 2004 the GP Ratio is less than as compare to the year 2005 due CGS some Authorities says that the standard for this ratio is 15% to 20% for manufacturing industries.
b) Operating profit Ratio
        The operating profit shows the percentage of the profit earned on each sales dollar before and taxes. a high operating profit margin is preferred . It takes into  consideration  the trading results and operating expenses. It is more important ratio than the simple gross profit ratio . it can be obtained by dividing operating profit by sales,

Formula 
                                 Net profit (after tax) *100

                                                Sales 

	Year
	2004
	2005
	2006

	Operating profit 
	57,208
	126,736
	106,768


In the year 2004 this ratio was less as compare to the year 2005 but when we compare 2005 with 2006 than obviously there is changing of big differences the Operating profit is falls 

This shows the poor performance of the company as compare to the previous year it is hoped that the Ratio will be batter in the coming year.

C) Net Profit Ratio 
The yarn stick in the hands of management to measures the overall profitability. profit Ratio measures the percentage of each sales dollar remaining after all expenses , including taxes , have been deducted . The  higher the net profit margin the batter4 will be the companies position . it is expressed in percentage it is also be the useful by the propriety of the business . this is an good
Formula 
                  Net Profit ( after tax)* 100
                                Sales 
	Years 
	2004
	2005
	2006

	Net Profit
	3.07%
	7.13%
	0.39%


This shows that the sales of 2006 is more then as compare to the year 2005 and 2004 . but if we compare the 2004 and 2005 than the sales of the 2004 is batter then the year 2005 

Company net profit Ratio of last Three Years
The profitability p[position of the company is satisfactory . in the year 2004 the NP ratio was 3.07% which is less then the year 2005 but in 2006 it decreased . thus this three ratio shows that there is fluctuation between the company’s sales 

d) Operating Ratio

                this ratio shows the cost of good sold plus operating expenses and dividing by the net sales . it is generally expressed in percentage it measures the cost of goods operations per dollar of sales . this ratio shows the operational efficiency of the business . lower operating ratio shows higher profit and vice versa . an operating ratio between 75% tom 80% is generally considered as a standard .

Formula 

CGS +operating expenses` * 100
Net sales 
	Year 
	2004
	2005
	2006

	Operating ratio 
	6.80%
	12.87%
	6.62%


  Company :s operating Ratio’s of Last three years 
This ratio shows the standard but in the 1991 it was close to the standard But in these three years this ratios decreased as compare to the previous years. However, it means the company should reduce the expenses both CGS and operating expenses.

e) Stock turn over Ratio 
                       Every firm has to maintain the certain level of inventory of finished goods so as to be able to meet the requirement of the business . this level of inventory should neither be too high nor too low. A too high inventory means higher carrying costs and higher. Risk of stock becoming obsolete whereas too low inventory may means the less of the business opportunities, thus it is essential to keep sufficient stock in business. 

Stock turn over is also known as inventory turnover it is the relationship between the cost of goods sold during a particular period of time and  cost of average inventory during that period . it is expensed in number of time. 

Formula 
                                      Cost of goods sold

                                         Avg inventory

                                              OR

                                        Net sales
                                        Inventory
Company stock turn over Ratio
	Year 
	2004
	2005
	2006

	Stock Turnover Ratio
	10.9
	7.41
	4.95


Inventory turnover ratio measures the velocity of conversion of stock into sales. The inventory turnover ratio of Sun Rays Textile Mills reveals that it is decreasing continuously. This is not a good sign from the standard point of view of the company because it indicates inefficiency of the management  of inventory because the stocks are not sold frequently.

B- balance sheet ratios.

              Balance sheet ratio deals with the relationship between two balance items for example the ratio of current assets to the current liabilities or the ratio of the proprietor’s funds to fixed assets. Both these are the portion of  the balance sheet items 

1) current Ratio 

2) Quick Ratio 

3) Absolute Liquid Ratio 
1) current  Ratio.

                  Current ratios may be defined that the relationship between the current  assets and the current liabilities. This ratio is also be known as a working capital ratio. Current ratio is the best of solvency or it is best of short-term financial strength. If the current ratio is higher than the it means the current assets are freer from debt claims by creditors and the creditors feels themselves more sissified

              It is good liquidity and is most wisely used to make the analysis for a short-term financial positions. Or liquidity of the firm . the standard for this ratio is 2:1 it is calculated by the current assets by total of the current liabilities 

Formula .

                                         Current assets 

                                         Current liability
                               Company current ratios of the last three years 

	Years 
	2004
	2005
	2006

	Current Ratios 
	1.36
	1.24
	1.2


This ratio is below the standard . the management should take steps to improve the short- term financial position of the firm.

2) Quick Ratio 
             This ratio is also termed as acid test ratio or the liquid ratio it is the ratio of the liquid assets to current liabilities. The true liquidity assets to current liabilities. The true liquidity refers to the ability of  a firm to pay its short- term obligations as and when they become due , the standard for this ratio is 1:1.2

Formula 

                                               Liquid assets 

                                            Current liabilities

	Years
	2004
	2005
	2006

	Quick Ratio 
	0.6
	0.78
	0.65


The calculation is showing that the ratio is also below the standard if the management not solve this then it will face the serious problem in future.

a. Absolute Liquid Ratio 

                            It is the ratio of the absolute liquid ratio tom current liabilities. Absolute liquid assets are cash in hand. Cash in bank and marketable securities . the standard is 0.5 :1.00

Formula 

                                                    Absolute Liquid assets 

                                                     Current Liabilities 

Company absolute liquid Ratio for the last three years
	Years 
	2004
	2005
	2006

	Absolute liquid ratio 
	0.60
	0.64
	0.63


The result obtained from this calculation shows that this is on the standard it means that the firm is strong liquid assets either than liabilities and have lot of resources to satisfy there creditors. 

C) combined or mixed Ratio 

              This relation shows the exhibit between the profit and loss account and balance sheet items . the important ratios are.

A. Return on assets 

B. Return on equity 

C. Earning per share

A) Return on investment 

                  It measure the return of the total investment with the borrowed money or invested by the owner in the business. It is obtained by dividing the net profit on total business 

Formula 

                              Net profit (after –taxes)

                               Total assets  

Company return on assets for last three years

	Years 
	2004
	2005
	2006

	ROI
	0.016
	0.18
	0.11


Return on Equity 

          This is a measures of the return on assets on ordinary capital of the company . it is indicating for every hundred rupees of a capital invested in the firm how many rupees were produced or lost this year. If it is increasing than the previous year than it is good. It may be obtained by dividing the net profit on the sum total of ordinary capital reserve and profit.

Formula .

         Net profit ( after – tax)-- preference dividend 

                equity shares capital 

Company ROE for the last three years is

	Years 
	2004
	2005
	2006

	ROE
	0.57
	0.8
	0.68


C) Earning per share

Earning per share is the good measure of profitability when compare the earning per share with other companies . earning per share is the small variation of return on equity capital and is calculated by the following formula 

Formula 

         Net profit ( after – tax) preference dividend 

             NO of equity shares                          
	Years 
	2004
	2005
	2006

	EPS
	5.41
	10.18
	0.92


VERTICAL ANALYSIS OF BALANCE SHEET 

(LIABLITY PORTION)

SHARE CAPITAL AND RESERVE 

                                                                    2004                     2005             2006

Issue subscribed and paid 
7.97%                   5.21%        5.04%

Capital reserve-share premium                                0.42%                   0.27%         0.26%
General reserve                                            20.80%               18.87%        18.26%

unappropriate profit                                                 7.59%                   4.89%         4.99%
Total                                                             36.78%               29.24%      28.55%
Surplus reserve on revaluation of                         5.74%                  3.30%           2.45%
 Fixed assets 
NON CURRENT LIABLITIES 

Long term financing                                                   19.19%                17.73%       18.90%
Liabilities against assets subject
0.26%                  0.012%        0.93%
To finance lease

Deferred liabilities                                                        2.30%                 2.95%         3.69%
CURRENT LIABLITIES

Trade and other payable                                                 5.91%                 4.15%       4.47%
Interest /mark up accrued                                               0.10%                  0.46%      0.96%
Short term financing                                                      21.98%                35.77%   31.12%

Current portion of non-current liabilities                        7.16%                  4.64%      7.64%

Provision of non-current liabilities                                  1.38%                  0.93%     1.28%

Total                                                                                 36.53%              45.95%  45.47%
CONTIGENCIES AND
 COMMITMENTS 
100%           100%   100%

VERTICAL ANALYSIS  (ASSETS PORTION) 
AS AT JUNE 30,2005,2006


2004                        2005                     2006

Property plant and equipment               7.97%                           5.21%                      5.04%

Investment property                               4.42%                           0.27%                     0.26%
 Long term deposit                                 1.48%                            .04%                       .09%

Total                                                       60.00%                        48.84%                  54.8%
Current assets 

Store and spares 
0.87%                              0.81%                  1.41%

Stock in hand 
 20.73%                             36.45%               27.85%

Trade deposit 
11.27%                              6.30%                 5.94%

Loans and advances 
4.05%                               2.59%                  5.88%

Trade deposit and short term deposit    0.86%                                0.43%                 0.37%

Other receivable 
1.19%                               1.15%                 1.04%

Cash and bank balance                           0.87%                                3.41%                 2.71%

Years                                                          2004                      2005                      2006
Total current assets                                  40%                         51.16%               45.2%
Total 
     100%                       100%
      100%

VERTICAL ANALYSIS   (INCOME STATEMENT)

                                                            2004                           2005                          2006
Sales                                                   100%                          100%                        100%

CGS                                                   89.88%                         83.51%                    91.39%

GP                                                      10.12%                         16.49%                     8.61%

Profit and other operations                  0.27%                          0.13%                      003%

Profit in trading of cotton lint             .036%                           .003%                     0.24%

Total                                                     10.76%                       16.62%                    8.96%
OPERATION EXPENSES 

Distribution cost                                   2.17%                          1.87%                         0.59%

Administrative expenses                      1.79%                           1.88%                        1.75%

Other operation expenses                      0.25%                          0.86%                        0.10%

Total                                                       4.21%                        4.61%                      2.44%
Other operations                                     .04%                            .021%                       ------

                                                                   4.17%                        4.30%                      

Profit from operations expenses              6.58%                           12%                         -----

Finance cost 
           1.88%                             3.43%                    4.75%

Profit before taxation                   4.70%                           8.86%                 1.77%
Taxation                                                   1.63%                            1.44%                  1.38%
Net profit for the year                                3.07%                           7.13%                   .39%

HORIZONTAL ANALYSIS OF (BALANCE SHEET)

LIAABLITIES POTRON

SHARE CAPITAL AND RESERVE 

                                                                                2004                     2005             2006

Issue subscribed and paid 
100%                   100%            100%

Capital reserve-share premium                                100%                    100%          100%                            
General reserve                                             100%                  138.39%     138.39%
unappropriate profit                                                 100%                  98.52%        103.92%                      
Total                                                              100%               121.69%        122.8%    
Surplus reserve on revaluation of                          
 Fixed assets 
  100%                87.87%           67.67%
NON CURRENT LIABLITIES 

Long term financing                                                   100%              165.75%        168.55%        
To finance lease
100%              7.43%           571.31%     
Deferred liabilities                                                      100%               119.35%      197.74%      
TOTAL                                                                       100%              163.47%    114.31%
CURRENT LIABLITIES

Trade and other payable                                               100%             107.51%       219.64%       
Interest /mark up accrued                                             100%             598.49%       503.47%          
Short term financing                                                     100%             249.02%      223.88%       

Current portion of non-current liabilities                      100%              99.2%         168.75%         

Provision of non-current liabilities                               100%               102.33%    145.98%     

Total                                                                              100%               192.45%   196.78%     CONTIGENCIES AND

 COMMITMENTS                                              100%               153.048%  158.15%

HORIZANTAL ANALYSIS  (ASSETS PORTION) 
AS AT JUNE 30, 2005,2006


2004                        2005                     2006

Property plant and equipment                 100%                           124%                   148.06%

Investment property                                100%                           100%                        100%
 Long term deposit                                  100%                           122.16%              111.15%

Total                                                        100%                        124.53%              144.46%
Current assets 

Store and spare
                                          100%                       142.47%               253.96%

Stock in hand                                            100%                         269.07%              212.51%

Trade deposit
                                   100%                        86.60% 
          84.34%

Loans and advances 
     
100%                      97.73%                  229.40%

Trade deposit and short term deposit    
     100%                      77.43%                   67.36%

Other receivable                                          100%                    148.14%                 138.20%

Cash and bank balance                               100%                      597.11%                490.03% 

Total current assets                                  100%                       196.43%               179.37%  

 HORIZANTAL ANALYSIS   (INCOME STATEMENT)

                                                            2004                           2005                          2006
Sales                                                   100%                          100%                        100%

CGS                                                    100%                          80.92%                    132.48%

GP                                                      100%                         75.21%                       134.74% 

Profit and other operations                 100%                        131.85%                     112.71%     

Profit in trading of cotton lint            100%                         38.69%                       46.98% 

            .

Total                                                  100%                          .55%                           13.65%
OPERATION EXPENSES 

Distribution cost                                 100%                       69.70%                        36.27%     

Administrative expenses                     100%                       85.39%                       129.83%   

Other operation expenses                   100%                     281.10%                          54.77%       

Finance cost 
        100%                     147.58%                        333.87%

Profit before taxation                100%                    147.54%                        49.99%       
Taxation                                               100%                     71.27%                        111.90%              
Net profit for the year                           100%                    188.21%                       16.98%

CAPTER NO   10
SWOT SNSLYSIS

                                        SWOT ANALYSIS

Managers of MTM always review the mission and goals and then they scan the internal and external environment to identify elements that influence the organization performance. To determine such elements SWOT analysis is conducted. SWOT is a method that helps managers identify the organizational strengths (S) Weakness (W) Opportunities (O) 

Strengths

· Latest machinery

The mill has latest machinery, which they have imported from foreign country to meet the international quality standards

· ISO 9002 Certificate

               The company has got ISO 9002 certificate which insure the quality standards.
· High Financial Resources

The company has high financial resources. in the last year the company earned highest profit in the history that looks o be obvious. There shares are quoted in the 

Stock markets 
· Strong market image

The company has strong market image in foreign market.  The buyer can purchase same product from the competitor at low price but due to strong marker image they purchase from MTM.
· Proven management 

MTM has proven management.  All management is very competent.  They know.

how to satisfy their customers . these all are very social and high Qualified lot of  M.COMMER”S, MBA”S and IT specialist are here 

· Products innovation abilities

              The management has product innovation abilities.
· Strong Relations

          The Sun Rays Textiles Mills members are very efficient and social they have strong relations with the other investors this has the competitive edge to the whole market. because without any relation we can not deal customers the marketing department specially done very important role for this purpose 

Weaknesses

· Centralized management

The management at MTM is centralized.  All type of decisions is made at top level.  Due to centralized, delegation of power only managers have no authority to make


Decisions, it is said that some time when the authority is decentralized it make the good decision either than top managements. Some authority at least should be on the hand of middle management for this purpose .than the seniors can control the subordinates other wise you can’t but this is done in Sun Rays Textile Mills Multan 

· High cost of production 

The cost of production increased, such as material labor quota charges and other 

production accessories, 

· Small international market share

The MTM has small market share at international level.

· No motivated staff

The staff is not properly motivated due to lake of incentives and less wages offered 

by the company. This is the main reason that the employees take no interest due to this sold reason so but the employees believe that this will be increased in the coming seasons 

· Less promotional activities

The company has very less promotional activities in local an international media.  

· Old staff
      
The sun rays textile mills have old peoples they are experience but yet have don’t skills like computer. also they are not high qualified they are settled at the start so they have strong relations with the top management due to this it is difficult to replace them without any reason .

Less discipline 

          There is less discipline in the organization specially in the finance department .there files are  scatted here and there. The employees comes late after lunch for duty. most of the papers are wasted due to the lack knowledge about photo copy machine usage. There is no proper arrangement of cooler in the departments all the employees go self for drinking water outside so this can break the stamina of the employee’s performance. there is no proper arrangement of generator when the load shedding problem arise than all the works stop due to the light because all the work is through online

Opportunities

· Potential in market 

· Entering new markets

· Addition new product line

· Faster market growth

Potential in the market

                     The company has the high potential in the market due to the high demands of the customers. The performance of the company is overall batter so the potential is maintain from strong relation by the purchaser .the potential is also batter due to the strong communication by the Marketing officers .lot of peoples are aware about the company’s repute the company’s share are quoted in the stock market 

Entering new markets
                 The company is gaining lot of opportunities to entering in the new markets due to the strong competition among the competitors .the company purchase yarn and cotton by low cost by this edge

Addition in new product line 
         Sun Rays textile mills decide to add the weaving process because the company earned a lot so they need expand the executive also want promotional activities .there are lot of quality standard by the company like 20/S,40/S,24/S now the company decide to increase these standard in the form of 16/S and 10/S etc etc 

Faster Market Growth 

               There is no doubt that the growth is faster as compare to the previous record of the firm. most of the investor decide to enter for investment. 

This is done by the skillful employees in the organization. Lot of the employees are local of MULTAN so this is an other edge or opportunity in the environment for their good relation to the customer

Threats
· Political instability in country 

· Economic instability 

· Though competition 

· Adverse government policies 

· Easy access of buyers in world markets
· Technology 

Political instability in country 

             If we compare the Pakistan then it is obvious that the Government change by every year or some little time they changed there policies time to time so this can disturb the whole process of the organization not only be m the textile industry but all over the industries in the market.
Economic instability

                 The economy is also instable due to inflation no one can say that what will be happening in the next moment the prices make fluctuate this can change the profit the expenses are high show than profit due to high cost of the cotton and yarn .

Competition 

            As no doubt there are lot of textile industries that are involve in competition Sun Rays Textile Mills have lot of competitors .due to the competition the prices of the fabric is low so this can again reduce the profit

Adverse Government Policies 

          As it is not be the purely private firm all the rules and regulation of the government is valid so this process could be slow and time consuming 

Easy access of buyer in the world Market 

    Due to the competition the buyers threat that we will purchase some where else. so this can reduce the profit of the firm either demand is high, than there will also be the problem of production due to the lack of finance and  profit.

Actually each and every buyer wants concession either the order are small or large quantity this is very serious threat and can be controlled by sufficient management and strategies .

Technology  
        As the technology is very important in the production environment the customer want fast delivery but due to the oldest machineries the production is very slow this can reduce the customer satisfaction 
CHAPTER NO .          11
CONCLUSION AND RECMENDATIONS

Conclusion and recommendations for improvement.

as the construction companies are in crises but the  Sun Rays Textile Mills MULTAN is performed very well in such difficult conditions . the avenues are always open for further  improvement. I hope that the suggestion given by me will not beneficial for the management for getting business but the workers will also efficient in performing their duties ,

1. There is centralization of authority. the director take all the decisions only even the manager on their behalf  can not take the decision because the delegation  of authority creates responsibilities. If the management will delegate some authority than the manager would feel themselves responsible so they work real by this director will spend their important time in forming policies and will seek opportunities for improvement this will help in creating confidence among the workers. 

2. I would like to recommend that the management should develop some policies for the promotion of efficient workers. As there is not any policy for the promotion of workers.

3. there is need for proof any concept of refresher courses for the employees if owner would make arrangement  to provide training to their employees. By this productivity will also increase.

4. The standard develop the cost of goods is 75% to 80% of the total cost of goods but we see cost of good sold of Sun Rays Textile Mills MULTAN constitute 90% and more thus it is necessary that there should be a separate department for cost control.

5. There is no proper procedure for evaluating the employees and hence there is no extra benefit to the efficient to the employees.

6. There is flat rate of increment  for all the employees this flat rate is also minimal this is breeding discontent among the employees  this flat rate should be abolished and increment should be given on the basis of  performance and efficiency.
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