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Executive Summary


The object of the report is to measure the “financial performance analysis of United Power Generation & Distribution Company Limited (UPGD)”. UPGD is one of the leading companies in the power sector of the country. The power generation industry has a very prospectus future in Bangladesh. The United Power has currently six power plants in operation. I employed the ratio analysis technique to analyze the financial performance of UPGD over the period 2015-16 to 2019-20. The DuPont framework has also been applied to assess which parameter has a significant influence on a company’s profitability.  

[bookmark: _GoBack]Ratio analysis is performed based on five major dimensions: liquidity, efficiency, profitability, solvency, and market. Ratio results indicate that UGPD is not maintaining a very high liquidity ratio. The liquidity was fairly unstable for the last five years and past two years it has been very low. The turnover ratios were not satisfactory for the United Power and solvency ratios show that it maintained a low amount of borrowed funds in the business. Finally, it is observed that UPGD was not able to generate consistent earnings. The two major profitability measures ROE and ROA reveal that the company’s earnings declined for recent periods. The conclusion can be made that UPGD’s financial performance has understandably been declined over the recent period.
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INTRODUCTION
CHAPTER 1 
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1. [bookmark: _Toc82086402]
Origin Of The Report

This report has been prepared as a part of the fulfillment under the BBA program of United International University. This project work is being assigned as a part of learning objective and completion of the BBA program. The topic of the report is the Ratio Analysis of UNITED POWER GENERATION & DISTRIBUTION CO. LTD. It is assigned by honorable faculty “Muhammad Enamul Haque" Assistant Professor, department of Business Administration Faculty of Business, United International University. This report work actually makes a relationship between the test book knowledge and real world factor knowledge. This report also encompasses how measure risk, which factor consider for identifying risk which I personally worked at a very closed proximity and was my major job responsibility within the organization and how it was able to better facilitate.
1.1 [bookmark: _Toc82086403]Background
Practical activity perfects theoretical knowledge and makes it applicable to actual life. In the present commercial and economic environment, flawless coordination between theory and practice is extremely vital. It brings students closer to real-world situations and allows them to solidify their practical knowledge.
We were assigned to prepare a report on Business strategies of a company. I have selected “United Power Generation & Distribution Company Limited” to complete my report. I tried my level best to bring the relevant facts and figures about Business strategies of that company.
[bookmark: _Toc82086404]Objective of the Report
[bookmark: _Toc82086405]General Objective
[bookmark: _Toc82086406]The prime objective of this report is to do financial performance analysis of United Power Generation & Distribution Company Limited.
Specific Objectives
· To understand how it operates.
· Analyze the financial reports.
· Find out its strengths, weaknesses, opportunities, and threats.
· Find out the ratio analysis from the financial reports. 
· Calculation of the Du point analysis (Five Point)
· Give recommendations based on all the analysis. 

1.2 [bookmark: _Toc82086407]Methodology
The following approaches were used to collect data and information for this study, as well as to prepare the report.
1.3 [bookmark: _Toc82086408]Research Type
This is a descriptive study providing an overview of United Power Generation & Distribution Co. Ltd. It also examines the industry's current state and presumes future speculations based on the previous five years fight. This study will also provide a SWOT analysis of the industry. It also shows the ratio analysis of the industry which helps to understand the financial statement of the company easily. 
1.4 [bookmark: _Toc82086409]Sources of Data
Data are generally collected from two sources- Primary sources and secondary sources. Due to current situation most of the data were collected form secondary sources. So, this report does not use any primary data; rather it uses secondary data to conduct the research. Newspapers, articles, repots and different websites were used as the sources of data.

1.5 [bookmark: _Toc82086410]Limitations
There is no study that is without errors. These flaws or mistakes are referred to as limits. Because this study was carried out in such a short period of time, there may be some thorough limitations. So, the primary constraint for me was time constraints. This brief internship term was insufficient for learning about industry itself. Furthermore, most well-known businesses do not share their internal information with others. It is apparent that they want to keep their information private. It was one of the main obstacles while conducting the report. Lastly, in this pandemic, it was not possible to have a face-to-face interaction with the parties involved. It was the biggest drawbacks during conducting situation. 






Company Profile
CHAPTER 2
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2. [bookmark: _Toc82086411]
Company Profile

United Group's involvement in Bangladesh's power sector is better described by the word "pioneer." United Power Generation & Distribution Co. Ltd., originally Malancha Holdings Ltd., was founded in response to the need for a reliable, high-quality power supply for the companies located within Bangladesh's Export Processing Zones (EPZs). UPGDCL is a first of its kind company that is not only involved in power generation but also power distribution, steam generation and supply right up to their customer’s doorstep.

The United Group's Power Division has a development portfolio of 2,137 megawatts spread over 17 power facilities, with each project completed ahead of schedule. Through ten operating power producing plants, it currently contributes 1,301 Megawatts to the national grid. The journey started in 1997 with the development of Khulna Power Company Limited, the first Independent Power Producer (IPP), paving the way for private sector participation in the Power Sector of Bangladesh. Since then, United Power Generation & Distribution Company Limited, another subsidiary of United Group, has been duly serving the nation by powering all the industries within Dhaka, Chattogram and Karnaphuli Export Processing Zones, attaining a market value in excess of US$ 1.5 Billion in the process and becoming the company with the largest market capitalization in the power & fuel sector at Dhaka Stock Exchange. The Group also established the first Public-Private Partnership Joint Venture IPP project in Ashuganj. 

It has not even been even 15 years since the UPGD has started their journey yet, they have already come so far.  Even in the past year, in pandemic, it has been operating their business without any major loss. The main reason is, the power generation industry has a very prospectus future in Bangladesh. Being an industry-based country, Bangladesh highly depends on power supply. So, it can be stated that this business has a lot of possibility, despite the fact that there are numerous barriers in the market. If they can begin efforts to boost electricity output, UPGD may be a very beneficial industry for the country. Because company development is heavily reliant on the electricity industry, if this industry can attain its full potential, other business sectors will benefit as well. As a result, the development of the power sector is critical for the growth of company as well as the general economic development of Bangladesh. 



UPGDCL currently has 6 Power Plants in Operation under its belt:
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2.1 [bookmark: _Toc82086412]SWOT Analysis


SWOT is a framework, which gives an evaluating internal strengths and weaknesses as well as external possibilities and threats
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Financial Performance Analysis
CHAPTER 3

3. [bookmark: _Toc82086413][bookmark: _Toc76808519]Financial Performance Analysis

[bookmark: _Toc82086414]3.1 Financial Statement
An organization's financial performance must be evaluated thoroughly. Money-related inquiry may reveal all of the total income, gain or loss, planning, investments, future outcomes, future benefits, present monetary state, and so on. 
The bookkeeping method, also known as the budgetary uncovering system, combines five major cash-related explanations to create financial information for stakeholders. This might include: the users, competitors, entrepreneurs, government, and specially investors. The consolidated five primary cash related clarifications are:
· Income Statement
· Cash flow Statement
· Balance Sheet
· Equity
It also shows the benefits, liabilities, salary and cash money streams, as well as speculators' estimates of the business, are all included in financial summaries. In the fiscal summary, the impacts of transactions and different occurrences are reported.
· The income statement exhibits all the costs and earnings.
· The financial record shows assets, liabilities, and shareholders' confidence; the declaration of speculators' confidence shows capital trading with owners.
· Working contributions, as well as monetary inflows and outflows, are all included in the explanation of money streams. Various deals are reflected in several declarations with the goal of requiring the whole set to inspect the company.
· The accounting methods, assumptions, and appraisals used by the organization to produce the statistics provided in the budget summary are detailed in footnotes. Customers should be able to enhance their assessments of the aggregation, timeliness, and powerlessness of the evaluations exposed in the cash related clarifications as a result of them.
However, even after all the explanations, charts, details, footnotes, many might think that the published financial statement. There is a possibility of doing so and has happened before. Which is why auditors outside the company also conducts research and publish a financial statement alongside with the company. Examining these statements aids form both the organization and auditors from outside helps in understanding the organization's overall financial situation. 
[bookmark: _Toc76808520][bookmark: _Toc82086415]3.2 Ratio Analysis
Ratio analysis is used to examine the risk and return of various companies in order to assist theorists and advance supervisors in making informed venture and other stockholders. Proportions may also be used to create a profile of a company, including its financial features and processes, as well as its distinctive operating, budgeting, and theoretical trademarks. It is important to comprehend an organization's past, present, and future conceivable financial condition by conducting a scope study.



















In addition, Dupont analysis has been calculated, which is a framework for analyzing overall performance of a company. It decomposes different drivers of Return on Equity which allows to focus on key metrics of financial performance individually to identify strengths and weaknesses.

	
3.2.1 [bookmark: _Toc76808521][bookmark: _Toc82086416]Liquidity Ratio
Temporary moneylenders and credit managers must analyze a company's ability to pay its current obligations. The limit is determined by the financial resources available at the time of the bookkeeping report, as well as the cash to be generated during the firm's operating cycle. The more profitable the affiliation's assignments and financial management are, the shorter the cycle. The longer the cycles, the more likely there will be a cash shortage and higher lending prices. Liquidity Examinations are used to determine an organization's liquidity status. The liquidity situation of run with deduces the limit of an organization's ability to fulfill its transitory obligations using its current assets.

Current Ratio
The current ratio is a liquidity ratio that assesses a company's capacity to pay short-term or one-year commitments. The current ratio of UPGD is given in the chart below. 



Table 1: Current Ratio
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Current Ratio
	7.079
	[bookmark: _Hlk76576398]48.995
	[bookmark: _Hlk76576507]58.897
	4.420
	7.140





Figure 1: Current Ratio


	


[bookmark: _Hlk76577691]The graph shows that in 2015-16 financial year United Power Generation & Distribution Co. Ltd’s current ratio was 7.079. In year 2016-17 it increased to 48.995 and in 2017-18 it increased to 58.897. However, in 2018-19 it dropped to 4.420 whereas in 2019-20 it increased to 7.140. 
The time series comparison of current ratio shows that UPGD’s Current ratio increased in the middle years of 2016-17 & 2017-18. However, 2018-19 and 2019-20 had the lowest current ratios compared to other years. Thus, it has been fairly unstable over last five years.
	
 Quick Ratio
The quick ratio is an indicator of a company’s short-term liquidity position and measures a company’s ability to meet its short-term obligations with its most liquid assets. The quick ratio of UPGD is given in the chart below:

Table 2: Quick Ratio

	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Quick Ratio
	[bookmark: _Hlk76586619]6.197
	43.542
	[bookmark: _Hlk76586730]54.778
	[bookmark: _Hlk76586747]4.198
	[bookmark: _Hlk76586770]6.516







Figure 2: Quick Ratio

	
The graph shows that in 2015-16 financial year United Power Generation & Distribution Co. Ltd’s quick ratio was 6.197. In year 2016-17 it increased to 43.542 and in 2017-18 it increased to 54.778. However, in 2018-19 it dropped to 4.198 whereas in 2019-20 it increased to 6.516. 
The time series comparison of quick ratio shows that UPGD’s quick ratio increased in the middle years of 2016-17 and 2017-18. However, 2018-19 and 2019-20 had the lowest quick ratios compared to other years. Thus, it has been fairly unstable over last five years.

3.2.2 [bookmark: _Toc76808522][bookmark: _Toc82086417]Activity Ratio
An activity ratio is a type of financial ratio which indicates how efficiently a company is leveraging the assets on its balance sheet, to generate revenues and cash.

Inventory Turnover Ratio
The pace at which a firm sells and replaces its stock of items during a certain period is known as inventory turnover. The inventory turnover ratio of UPGD is given in the chart below.


Table 3: Inventory Turnover Ratio
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Inventory Turnover Ratio
	5.613
	2.682
	[bookmark: _Hlk76592668]3.136
	3.769
	3.495


 

Figure 3: Inventory Turnover Ratio

	
The graph shows that in 2015-16 financial year UNITED POWER GENERATION & DISTRIBUTION CO. LTD’s inventory was turned over 15.613, which is almost every 22 days over the year. In year 2016-17 it decreased to 2.682 which is almost every 135 days over the year and in 2017-18 it increased to 3.136 which is almost every 116 days over the year. Further, in 2018-19 it increased to 3.769 which is almost every 97 days over the year and in 2019-20 it was 3.495 which is almost every 104 days over the year. 
The time series comparison of inventory turnover ratio shows that UPGD’s inventory turnover ratio was the highest in 2015-16. However, it has been decreasing over last five years. 

Average Collection Period 
The average collection period is used by businesses to ensure that they have enough cash on hand to satisfy their financial obligations. The average collection period of UPGD is given in the chart below.


	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Average Collection Period
	40.085
	208.995
	282.730
	[bookmark: _Hlk76595622]456.04
	376.704


 

Table 4: Average Collection Period (days)


Figure 4: Average Collection Period


	
The graph shows that in 2015-16 financial year UNITED POWER GENERATION & DISTRIBUTION CO. LTD’s average collection period over 40.085, which is almost 40 days. In year 2016-17 it increased to 208.995 which is almost 209 days and in 2017-18 it increased to 282.730 which is 289 days. Further, in 2018-19 it increased to 442.298, which is almost 442 days and in 2019-20 it was 376.704 which is 377 days. 
The time series comparison of average collection period shows that UPGD’s average collection period was the highest in 2018-19. It has been increasing over last five years. 

Average Payment Period 
Average payment period is the average amount of time it takes a company to pay off credit accounts payable.  The average payment period of UPGD is given in the chart below.

Table 5: Average Payment Period (days)

	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Average Payment Period
	[bookmark: _Hlk76598520]13.739
	22.46
	25.70
	288.018
	[bookmark: _Hlk76598986]64.570



Figure 5: Average Payment Period

The graph indicates that the payment period for UNITED POWER GENERATION & DISTRIBUTION CO. LTD in the 2015-16 financial year was 13.739 days, which is approximately 14 days. It climbed to 25.037 days in 2016-17, almost 25 days, and then fell to 23.049 days in 2017-18. In addition, it grew to 288.018 days in 2018-19, approximately 288 days, and 64.570 days in 2019-20, which is 65 days.
The average payment duration for UPGD was the greatest in 2018-19, according to a time series comparison of typical payment periods. Over the previous five years, it has progressively increased. This shows that they are not efficient in making timely payments.

Total Asset Turnover
The asset turnover ratio compares the value of a company's assets to the value of its sales or revenues. The asset turnover ratio is a metric that measures how well a firm uses its assets to produce income. The total asset turnover of UPGD is given in the chart below.


	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Total Asset Turnover
	
0.608
	
0.382
	
0.374
	
0.240
	
0.280



Table 6: Total Asset Turnover


Figure 6: Total Asset Turnover

	The graph shows that in 2015-16 financial year UNITED POWER GENERATION & DISTRIBUTION CO. LTD generated 0.608 taka using its total asset, which is almost 1 taka. In year 2016-17 it decreased to 0.382 taka and in 2017-18 it increased to 0.374 taka. Further, in 2018-19 it decreased more to 0.240 taka and in 2019-20 it increased to 0.280 taka. 
The time series comparison of total asset turnover ratio shows that UPGD’s total asset turnover ratio was the highest in 2015-16 then it has been gradually decreasing over last five years. Which indicates they are not generating enough profit using their total asset.


3.2.3 [bookmark: _Toc76808523][bookmark: _Toc82086418]Debt Management Ratio
The debt management ratio calculates how much of a company's activities are funded by debt rather than alternative sources of capital, such as shares or personal savings. The debt management ratio is just one indicator of a company's risk and chance of default. 

Debt to Equity Ratio
A company's financial leverage is measured using the debt-to-equity (D/E) ratio. In the case of a corporate downturn, it represents the capacity of shareholder equity to satisfy all existing debts and costs. The debt-to-equity ratio of UPGD is given in the table below.

Table 7: Debt to Equity Ratio

	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Debt to equity Ratio %
	.19
	0.04
	0.1
	40.
	.21



                               

Figure 7: Debt to Equity Ratio


	In the 2015-16 financial year, the debt-to-equity ratio for UNITED POWER GENERATION & DISTRIBUTION CO. LTD was 5 taka which means they had 5 takas for each 1-taka equity. In 2016-17, it reached 0.885 taka, nearly 1 taka, dropping to 0.825 taka in 2017-18. However, it increased to 23 takas in 2018-19, and dropping to 14 takas in 2019-20.
According to a time series comparison of debt-to-equity ratio, the debt-to-equity ratio for UPGD was the highest in 2018-19 and the next year 2019-20. 
	
Debt to Asset Ratio
The debt-to-asset ratio determines how much of a company's total assets is financed by creditors rather than investors. The debt-to-asset ratio of UPGD is given in the table below.
Table 8: Debt to Asset Ratio
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Debt to Asset Ratio
	.18
	0.04
	0.01
	.28
	.17



Figure 8: Debt to Asset Ratio




UNITED POWER GENERATION & DISTRIBUTION CO. LTD had a debt-to-asset ratio of 4% in the 2015-16 financial year, means 40% of its assets are financed by its creditors. It dropped at 0.877% which is approximately 1% in 2016-17, before falling to 0.818% in 2017-18. In 2018-19, it jumped to 17% before decreasing to 11% in 2019-20.
According to a time series comparison of debt-to-asset ratios, UPGD’s debt-to-asset ratio is gradually increasing. It had the highest debt-to-equity ratio in 2018-19 and the following year 2019-20. 

Times Interest Earned Ratio
The TIE ratio is a measure of a company's capacity to fulfill debt commitments based on current income. The outcome is a figure that indicates how many times a company's pretax earnings might pay its interest expenses. The time interest earned ratio of UPGD is given in the table below.
Table 9: Times Interest Earned Ratio (times)
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Times Interest Earned (times)
	52.405
	20.285
	9.469
	15.82
	17.09


	


Figure 9: Times Interest Earned Ratio


The data reveals that UNITED POWER GENERATION & DISTRIBUTION CO. LTD's time interest earned ratio was 52.405 in 2015-16 fiscal year. It fell to 20.285 in 2016-17, then appreciated to 9.469 in 2017-18. Furthermore, in 2018-19, it grew to 35.188, and in 2019-20, 32.56. 
According to ratio in 2015-16 has the highest ratio of all. However, over the previous five years, it has been declining. It means they are being efficient using their liquid cash, maintaining a balance. 
3.2.4 [bookmark: _Toc76808524][bookmark: _Toc82086419]Profitability Ratio
Profitability ratios are a type of financial statistic that assesses a company's capacity to create earnings compared to its sales, operational costs, balance sheet assets, or shareholders' equity over time using data from a given moment in time.

Gross Profit Margin 
The gross profit margin ratio compares a company's gross profit to its sales. If a company's gross profit margin swings drastically it might indicate weak management or substandard products. The gross profit margin ratio of UPGD is given in the table below.
Table 10: Gross Profit Margin
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	 Gross Profit Margin %
	69.053
	70.000
	68.660
	63.280
	57.970



Figure 10: Gross Profit Margin


	The graph indicates that UNITED POWER GENERATION & DISTRIBUTION CO. LTD had approximately 69% of sales revenue after deducting cost of goods sold, in the 2015-16 financial year. It improved to 70% in 2016-17 and subsided to 68.660% in 2017-18. In addition, it fell even more in 2018-19, to 63.280%, and 57.970% in 2019-20.
The overall asset turnover ratio at UPGD peaked in 2016-17, and it has steadily decreased over the last five years, according to a time series comparison. It indicates they have stable management of production.

Operating Profit Margin
After accounting for variable manufacturing expenses, the operating margin indicates how much profit a firm generates on a dollar of sales. The operating profit margin ratio of UPGD is given in the table below.

Table 11: Operating Profit Margin
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Operating Profit Margin %
	72.468
	69.130
	67.658
	69.599
	51.418










Figure 11: Operating Profit Margin

[
	The graph indicates that UNITED POWER GENERATION & DISTRIBUTION CO. LTD’s operating profit margin was 72.468%, in the 2015-16 financial year. It fell to 69.130% in 2016-17 and again declined to 67.558%, in 2017-18. However, it soared in 2018-19, to 69.599%, then reducing to 51.418% in 2019-20.
According to a time series comparison, the overall operate profit margin ratio at UPGD peaked in 2018-19, and it has steadily decreased over the last five years. The graph illustrates, despite being an operations-intensive firm, UPGD maintains a healthy operating profit margin after paying their cost of goods sold.	

Net Profit Ratio	
Net profit ratio calculates the amount of profit or net income earned as a proportion of revenue. The net profit ratio of UPGD is given in the chart below.
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Net Profit ratio %
	70.952
	72.490
	74.800
	69.800
	60.220


Table 12: Net Profit Ratio


Figure 12: Net Profit Ratio

In the 2015-16 financial year, the net profit ratio of UNITED POWER GENERATION & DISTRIBUTION CO. LTD was 70.952%. In 2016-17, it escalated to 72.490%, then to 74.8% in 2017-18. However, it depreciated to 69.8% in 2018-19 and dropped to 60.220% in 2019-20.
As the graph shows the net profit ratio of UPGD peaked in 2017-18, and it has progressively declined over the previous five years. The situation indicates, they are generating satisfying profit. 
Return on Asset	
Return on asset shows how efficient a company's management is at using its assets to generate earnings. The return on asset of UPGD is given in the chart below.

Table 13: Return on Asset

	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Return on Assets (ROA) %
	43.147
	27.660
	28.000
	26.870
	15.560



Figure 13: Return on Asset


	In the 2015-16 financial year, the return on asset of UNITED POWER GENERATION & DISTRIBUTION CO. LTD was 43.147%. In 2016-17, it decreased to 27.660%, then increased to 28% in 2017-18. However, it depreciated again to 26.870% in 2018-19 and dropped to 60.220% in 2019-20.
As the graph shows the net profit ratio of UPGD is not very stable over the last five years. It illustrates company is not able utilizes its assets in terms of profitability. This demonstrates that the company has been aggressive in financing its growth with debt, which is risky.


Return on Equity
Return on equity is considered as a measure of a corporation's profitability in relation to stockholders’ equity. The return on equity of UPGD is given in the chart below.
Table 14: Return on Equity
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Return on Equity (ROE) %
	45.140
	27.910
	28.210
	26.110
	20.360



Figure 14: Return on Equity


	In the 2015-16 financial year, the return on equity of UNITED POWER GENERATION & DISTRIBUTION CO. LTD was 45.140%. In 2016-17, it decreased to 27.910%, then increased to 28.210% in 2017-18. However, it depreciated again to 26.110% in 2018-19 and dropped to 20.360% in 2019-20.
As the graph shows the net profit ratio of UPGD is decreasing over the last five years. It illustrates company is not able generate enough profit using their common shareholders equity. Though they are maintaining a good ratio, it can be improved. 

3.2.5 [bookmark: _Toc76808525][bookmark: _Toc82086420]Stock Market Ratio

Market value ratios are used to assess the current share price of shares in a publicly traded firm. Current and future investors use these measures to assess if a company's shares are overpriced or underpriced.

Earnings per Share
Earnings per share is used to determine a company's profitability. The return on equity of UPGD is given in the chart below.
Table 15: Earning per Share
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	 Earnings per Share (EPS) (Taka)
	15.570
	10.460
	11.510
	14.62
	11.260




Figure 15: Earning per Share


	UNITED POWER GENERATION & DISTRIBUTION CO. LTD's EPS was 15.570 taka, indicating they earned approximately 16 takas for each share of its stock in the 2015-16 financial year. It fell to 10.460 taka in 2016-17, then climbed to 11.510 taka in 2017-18, which is approximately 12 takas. Furthermore, it grew to 16.080 taka in 2018-1, and decreased to 11.260 taka in 2019-20.
According to a time series analysis of EPS, UPGD’s EPS has been unstable over the last five years. 
3.2.6 [bookmark: _Toc76808526][bookmark: _Toc82086421]Total Sales
Total sales are a metric for the earning generated from selling the products or services of a company and unadjusted for the costs related to generating those sales. The total sales of UPGD are given in the following table.
Table 16: Total Sales
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Total sales
	7901369522
	5759239628
	6144608026
	11253361366
	10094032945



Figure 16: Total Sales

In the 2015-16 fiscal year, the sales of UNITED POWER GENERATION & DISTRIBUTION CO. LTD was BDT 7,901,369,522. In 2016-17, it dropped to BDT 5,759,239,628, then rose to BDT 6,144,608,026 in 2017-18. However, in 2018-19 it soared to BDT 11,253,361,366 and BDT 10,094,032,945 in 2019-20.
UPGD’s sales was low from July 2015 to June 2018. However, in past two years its sales have been higher than the previous three years.

3.2.7 [bookmark: _Toc76808527][bookmark: _Toc82086422]Total Profit
Total profit of a company illustrates company’s profit after deducting all the costs and expenses. Such as- cost of goods sold, interest expenses, tax expenses etc. The total profit of UPGD is given in the following table.
Table 17: Total Profit
	Year
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Total profit
	5456106661
	4174964389
	4596362554
	7121024511
	5851776819










Figure 17: Total Profit

	In the 2015-16 fiscal year, the sales of UNITED POWER GENERATION & DISTRIBUTION CO. LTD was BDT 5,456,106,661. In 2016-17, it dropped to BDT 4,174,964,389, then rose to BDT 4,596,362,554 in 2017-18. However, in 2018-19 it soared to BDT 7,121,024,511 and BDT 5,851,776,819 in 2019-20.
UPGD’s sales was low from July 2015 to June 2018. However, in past two years its profit has been higher than the previous three years.
3.3 [bookmark: _Toc82086423]THE DUPONT ANALYSIS (5-steps)

The Dupont analysis is a framework for analyzing fundamental performance of a company. It decomposes different drivers of Return on Equity which allows to focus on key metrics of financial performance individually to identify strengths and weaknesses.
ROE = (Operating margin * Asset turnover – Interest burden) (Equity multiplier) (Tax burden)


	Ratio
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Operating Margin
EBIT/Sales
	72.468%
	69.130%
	67.658%
	69.599%
	51.418%

	Asset turnover
Sales/Assets
	0.608
	0.382
	0.374
	0.240
	0.280

	Interest burden
Interest/Assets
	0.010%

	0%
	0%
	0%
	1.273 %


	Equity multiplier
Assets/Equity
	1.153

	1.027

	1.009

	1.010

	1.013

	Tax burden
1-tax rate
	
	
	
	
	

	ROE
Net income/Equity
	45.140%
	27.910%
	28.210%
	26.110%
	20.360%



As we previously observed, the operating margin decreased significantly from 72% to 51% over the five-year period. This margin could be improved if costs were reduced or prices were raised. This could have a large impact on the ROE and this decrease in operating margin is one of the main reasons that the ROE has decreased.
Generally, when a company’s asset turnover rises, ROE is improved. However, in our case, the asset turnover has greatly decreased from 2015 to 2020. This has largely impacted the ROE and the company needs to focus on efficiently using its assets to generate revenue. 
If we look at the financial leverage or equity multiplier, it has had a negligible decrease over the years. It analyzes the company’s use of debt to finance its assets. We can see that the leverage has remained quite constant. If the company could increase this leverage this could very well increase the ROE, but this could create a trade-off of risk and return due to using a higher amount of debt.
Finally, the interest burden and tax burden have a very small impact on the ROE as for three consecutive years, the company did not face any interest expense which shows 0% interest burden. 
Therefore, this overall Dupont analysis suggests that the main area to be improved to contribute to a better ROE is the operating margin as well as the asset turnover. If the company could work to improve these metrics, the returns could be much greater on equity use. 
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Conclusion
CHAPTER 4

4. [bookmark: _Toc82086424]Key Findings

· From the previous year’s data, it can be seen that UGPD is not maintaining a very high liquidity ratio. The current ratio was fairly unstable for last five years and past two years it has been very low.
· Quick ratio also illustrates that they do not have enough liquid cash to short time liabilities. Which indicates there is not enough current asset to pay back the liabilities.
· As they are a service-oriented company, they do not hold too much inventory in their hand.
· As per the previous data it can be seen that they do not hold their inventory for a long time. Being a service-oriented company, they do not require to hold a large amount of inventory and do not need frequent turnovers. The inventory turnover ratio indicates they are utilizing their inventories to generate revenue.
· The previous five-year data illustrates they are not that efficient in collecting their receivables in time. In an average, 35 days average collection period is considered satisfactory not more than that. However, UGPD is taking more time to collect their receivables.
· In general, the standard credit term is 0/90 – which facilitates payment in 90 days, yet no discounts whatsoever. As per previous data, except for 2019-20 they crossed 90 days credit limit. This shows that they are not efficient in making timely payments. 
· A good inventory turnover ratio is between 5 and 10 for most industries, which means the business sells and restock the inventory every 1-2 months. As UGDP is a service-oriented company they do not need to follow and specific regulation for their inventories. Nevertheless, on an average their inventory turnover ratio is less than 5, indicating they manage their inventories efficiently.
· The general consensus is that the debt-to-equity ratio should not be above a level of 2.0. For fixed asset heavy industries, it can be greater than 2.0. UPGD can also be considered as fixed asset heavy industry. In the last two years they have a very high debt to equity ratio. In 2018-19 it was 23, which might be very risky for the company.
· Time interest earned ratio is gradually decreasing over the last five years. Still, it shows that they are carrying an excessive amount of liquid cash in their hands, indicating that they have too much liquid money on hand that they could invest to earn profit.
· Their gross profit margin, net profit margin, operating profit margin has steadily decreased over the last five years, according to a time series comparison, they have stable management of products.
· ROE is considered satisfying when it is 15–20%. So UPGD is maintaining a good ratio of ROE.
· EPS been unstable over the last five years. Though they are making a very impressive profit, in stock market their share price is yet not increasing that much.
· Generally, 40% or low, is a good debt ratio. UPGD is maintaining it is being efficient in managing their asset proportion to debt.
· Dupont analysis suggests that the main area to be improved to contribute to a better ROE is the operating margin as well as the asset turnover. If the company could work to improve these metrics, the returns could be much greater on equity use. 







	






















[bookmark: _Toc82086425]Conclusion

This report provides a comprehensive performance analysis of UPGD. I mainly employed ratio analysis technique to analyze the financial peformance of UPGD over the period 2015-16 to 2019-20. The DuPont framework has also been applied to decompose the return on equity to assess which parameter has significant infuence on company’s profitability.  
The performances of UPGD has been measured in terms of lliquidity ratio, activity ratio, debt management ratio, profitability ratio, and stock market ratio. Liquidity ratios show that UPGD has failed to improve its liquidity position. Inventory and receivable turnover ratios were not good and imply that company was not efficient in handling the assets in the business. The company used a low amount of borrowed funds compared to equity funding. If we look at the profitability ratios, it is clear that company’s earning generating capabilities drastically declined over the recent years. The stock market ratios also reflect the consequence of its bad business performances. After evaluating the UPGD’s performances, it can be concluded that its overall performance has consistently been declined in most recent period.
		


[bookmark: _Toc82086426]Recommendation

· As the current ratio was fairly unstable over the five-year period, hey should keep enough liquid cash on their hand or else they might face difficulties to pay back their short time debts.
· They need to keep more current assets to pay back their short-term liabilities. They can also emphasize on collecting their receivables in time. Or else it might increase the chances of bad debt. 
· UGPD is taking more time to collect their receivables. It might cause liquidity crisis in their company. In general, the standard credit term is 0/90 – which facilitates payment in 90 days, yet no discounts whatsoever. To collect their receivables in time they can offer different discounts if the payment is done within 30 days. This might encourage the borrowers to pay back in time. They can also strengthen their regulations of collection of receivables.
· As UPGD is not efficient in collecting receivables in time, and also don manage their current asset efficiently, they cannot pay back their debtors in time. Often it crossed the credit limit over past five years. So, they need to be more productive on collecting receivables and manage current assets well so that they can pay back within the credit limit.
· Theanalysis indicates that company’s use of borrowed funds remained lower compared to the equity financing, which seems to be good.
· They need to find the balance between keeping enough liquid cash on hand and also pay back their interests and taxes. Or they might be missing the opportunity to invest in profitable sectors.
· Even though the data shows that, for the past five years they have been making enough profit, which is more than 20%, the graph illustrates it has been decreasing. They can come up with a solution to stop their decreasing gross profit margin and operating profit margin.
· Though ROE is satisfactory in UPGD, it had been decreasing over the last five years. It illustrates company is not able to generate enough profit using their common shareholders’ equity.
[bookmark: _Toc82086427]Appendix

The Ratio Calculation

	Name of the ratio
	Name of the Ratios
	Formula
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20

	Liquidity Ratio
	Current Ratio
	Current assets/Current liabilities
	7.079
	48.995
	58.897
	4.420
	7.140

	
	Quick (Acid) ratio
	(Current assets – Inventories)/Current liabilities
	6.197
	43.542
	54.778
	4.198
	6.516

	Activity Ratio
	Inventory Turnover (times)
	COGS/avg Inventories
	15.613
	2.682
	3.136
	3.769
	3.495

	
	Average Collection Period (days)
	Accounts Receivables/ (Annual sales/365)
	40.085
	208.995
	282.730
	442.298
	376.704

	
	Average Payment Period (APP) (days)
	Accounts Payables/(COGS/365)
	13.739
	25.037
	23.049
	288.018
	64.570

	
	Total Assets Turnover (times)
	Sales/Total assets
	0.608
	0.382
	0.374
	0.240
	0.280

	Debt Management Ratio
	Debt to equity Ratio %
	liabilities/equity
	5.000
	0.885
	0.825
	23.000
	14.000

	
	Debt to asset ratio %
	Total debt/Total assets
	4.000
	0.877
	0.818
	17.000
	11.000

	
	Times Interest Earned (times)
	Earnings before interest and taxes (EBIT)/Interest charges
	52.405
	20.285
	9.469
	35.188
	32.656

	Profitability Ratio (%)
	 Gross Profit Margin %
	Gross Profit / Sales
	69.053
	70.000
	68.660
	63.280
	57.970

	
	Operating Profit Margin %
	Operating income (EBIT)/Sales
	72.468
	69.130
	67.658
	69.599
	51.418

	
	Net Profit ratio %
	Net income/Sales
	70.952
	72.490
	74.800
	69.800
	60.220

	
	Return on Assets (ROA) %
	Net income/Total asset
	43.147
	27.660
	28.000
	26.870
	15.560

	
	Return on Equity (ROE) %
	Net income/Common equity
	45.140
	27.910
	28.210
	26.110
	20.360

	Stock Market Ratio
	 Earnings per Share (EPS) (Taka)
	Net Income/Total Number of Common Share Outstanding
	15.570
	10.460
	11.510
	16.080
	11.260




STRENGTHS:
- Company reputation
- Financial backups.
- Good management system. 
- Large Workforce.
- Emerging industry


WEAKNESSES:
- Lack of synchronization.
- Trained workforce





OPPORTUNITIES: 
- Expand business.
- Large workforce at a low cost.
- Need of energy resources for other industries



THREATS:
- Increasing rate of tax and vats.
- Increasing competitors









Liquidity Ratio


Current Ratio


Quick Ratio


Activity Ratio


Inventory Turnover


Average Collection Period


Debt Management Ratio


Debt to Equity Ratio


Debt to Asset Ratio


Average Payment Period


Total Assets Turnover


Times Interest Earned













Profitability Ratio


Gross Profit Margin


Operating Profit Margin


Stock Market Ratio


Earnings per Share


Return on Assets


Return on Equity










Current Ratio	
2015-16	2016-17	2017-18	2018-19	2019-20	7.0785721404038258	48.994719613736464	58.89681722624946	4.42	7.14	



Quick (Acid) Ratio	
2015-16	2016-17	2017-18	2018-19	2019-20	6.1969741494751247	43.541616553083216	54.777616898555344	4.1981004816703651	6.5157099390011215	


Inventory Turnover 
Inventory Turnover (times)	
2015-16	2016-17	2017-18	2018-19	2019-20	15.613346033939111	2.6819884095615207	3.1361425342163924	3.7692687414685917	3.4950816324126079	


Average Collection Period 
Average Collection Period (days)	456.04

2015-16	2016-17	2017-18	2018-19	2019-20	40.084702589612668	208.99508637965639	282.72984493299231	442.29797873781354	376.70407045862873	


Average Payment Period
2015-16	
2015-16	2016-17	2017-18	2018-19	2019-20	13.739459920992109	22.455316954250488	25.699290009539514	288.01829491463371	64.569838021137912	Column1	
2015-16	2016-17	2017-18	2018-19	2019-20	Column2	
2015-16	2016-17	2017-18	2018-19	2019-20	

Total Assets Turnover
Total Assets Turnover (times)	
2015-16	2016-17	2017-18	2018-19	2019-20	0.60811388359897334	0.3815757844140672	0.37409663246173314	0.24015109964286582	0.27978694101283957	



Debt to Equity Ratio	2015-16	2016-17	2017-18	2018-19	2019-20	0.19	0.04	0.01	0.4	0.21	



Debt to Asset Ratio
Debt tyo Asset	2015-16	2016-17	2017-18	2018-19	2019-20	0.19	0.04	0.01	0.4	0.21	



Times Interest Earned Ratio
Times Interest Earned Ratio	2015-16	2016-17	2017-18	2018-19	2019-20	52.405000000000001	20.285	9.4700000000000006	15.82	17.09	



 Gross Profit Margin
 Gross Profit Margin %	
2015-16	2016-17	2017-18	2018-19	2019-20	69.052670499821744	70	68.66	63.28	57.97	


Operating Profit Margin
Operating Profit Margin %	
2015-16	2016-17	2017-18	2018-19	2019-20	72.468386753169241	69.129615629183192	67.658301691643175	69.599393490231236	51.418438098702389	


Net Profit ratio
Net Profit ratio %	
2015-16	2016-17	2017-18	2018-19	2019-20	70.951578171235425	72.489999999999995	74.8	69.8	60.22	


Return on Assets (ROA) 
Return on Assets (ROA) %	
2015-16	2016-17	2017-18	2018-19	2019-20	43.146639749186107	27.66	28	26.87	15.56	


Return on Equity (ROE)
Return on Equity (ROE) %	
2015-16	2016-17	2017-18	2018-19	2019-20	45.14	27.91	28.21	26.11	20.36	


Times Interest Earned Ratio
Earnings Per Share	2015-16	2016-17	2017-18	2018-19	2019-20	15.57	10.46	11.51	14.62	11.26	




Total sales	
2015-16	2016-17	2017-18	2018-19	2019-20	7901369522	5759239628	6144608026	11253361366	10094032945	



Total profit	
2015-16	2016-17	2017-18	2018-19	2019-20	5456106661	4174964389	4596362554	7121024511	5851776819	
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United Power Generation & Distribution Company Ltd.
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