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THIS IS TO CERTIFY THAT MS.CHETNA PUNDEER , STUDENT OF
BACHELOR OF BUSINESS ADMISTRATION (BBA ) OF GOVT. P.G.
SUCCESSFULLY COMPLETED A SUMMER INTERNSHIP IN THE FIELD OF
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DURING THE PERIOD OF HER INTERNSHIP PROGRAM WITH US, SHE
HAS BEEN EXPOSED TO DIFFERENT PROCESSES AND SHE WAS FOUND

PUNCTUAL ,HARD WORKING AND INQUISITIVE .
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INTRODUCTION TO THE STUDY

T =

Internship 1s a part of BBA program in kurukshetra unrversity. 13 fepE

originated from the curriculum requirement of BBA program. & &2

! i
DN WOI

internship at “TL Trading company ™~ and have done my report stuch ¢
capital management of TL Trading company. zirakpur.

This study helps me to know the efficiency of management 1 WOrKing <2
management of the company. Working capital is regarded as the &I
any business, No business can run successfully without th

working capital.

This study helps me to get a practical experience in this field.
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INTRODUCTION TO WORKING CAPITAL

MANAGEMENT

-

o
" “. N &

Working capital is an important component of overall financial management. Management
of working capital like long- term financial decisions affects the risk and profitability of

business. In business, two types of assets are used :-

Fixed Assets

Include land, building, plant and machinery, furniture and fittings. etc. Fixed assets arc

used in the business for a long period and purchased for the purpose of selling them to

earn profit.

Current assets

On the other hand, are used for day to day operation of the business. For the efficient and
effective use of fixed assets there should be adequate use of working capital in the
business. Current assets include cash, bank, stock, debtors, etc .The capital employed in

these assets is called working capital.



@

4 U VU 3 U U L LU J U UV VWP VU UVUIP IV YWV VY Y VWY WV e e

DEFINITION OF WORKING CAPITAL:

There is difference of opinion among different authors about the definit:

N oLe.

capital Considering the objectives and scope of working capital. It can

WOVsS:
L Gross concept

2. Net concept

< (Gross concept:

According to the gross concept, working capital means total of all the currez.

of a business. It is also called gross working capital.

Gross working capital = Total current assets

% Net concept:

-
orking

According 10 the net concept of working capital, net working capiic]

excess of current assets over current liwbilities. According to the -one

| oepes e

current assels are equal to current liabi

lities. working capital will be 7or

case current liabilitics are more than current assets. the working co=roy

called negative working capital,

Net working Capital = Current Assets — Current Liabilities
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Irent asscts are those assets which are converted into casn W thim one s

l'h! examnle- ¢ 1 o T
example- cash. dehtors. hill receivabies, cash and hank Dalanis

abilit aee )
labilities are those whilities which have 10 be Pm” within

o & o N .
example- creditors, bl nayable. short term loans, eic

vorking capital is that pan of current assets which has been Jnantes

funde T1 i ‘
tunds. 1 therefore called circulating capital,

A

NEED FOR WORKING CAPITAL

For the efficient operation of the husiness. Working capital is required glong

TRV 2eali

vy al AW Aol - . . . |
capital. Working capital is needed for the purchase of raw materia. anc |

reyt T

day to day expenses. There will be hardly any business which does not rec

capital. The need for working capital is different in different businzeses.

e

B e e

management aims 2t maximizing the wealth of sharcholders. To achieve the oojuct

$

necessary o carn adequate profits. The profits depend largely on szles but szlzs ¢

v hr

in cash immediately. To increase sales. goods are o be sold on credir, The co.ziiun

which takes place after sometime. Thus. there cxists a gap between e sales ol

realization of cash. During this period, expenses are 1o be incurred to continue

operations. For this purpose. working capital is required. The need for working Canite

explained with the help of operating cycle or cash cycle.

Operating Cvcle

o 4

Operating  cycle  mezns that time period which s requied to oo

material into cash. Ina manufacturing enterprise. raw material is purchased for cush. (herra

d

material is converted mto work-in- progress. which in turn gets converted 1iio {inish
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P aperating evele follow ng events are included

7o Lomversion of cash into raw material

7o bomersion of raw matenal into work-in-progress

#  Comversion of w ork-mn-progress into finished goods

# Conversion of finished goods into debtors and bills receivables

# Comersion of debtors and bills receivables through sales into cash

Following is the operating cycle:

Debtory

cavh

wir
run
material

Sll[es lubour

le. more will be the requirement of working
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Business enterprises engage i trading activities have smaller duration of operating cycle
as compared 1o those engage in manufacturing business because in such enterprises ca h
Is directly converted into finished goods. Because no business s able to match 1ts cash
nflow and cash outflows. therefore, the business needs to maintain some cash 1o pay its
current habilities in time. Similarly to maintain supply of goods to meet the demand in the
market. the stock of finished goods has to be kept. For the smooth running of

manufacturing work, stock of raw material has to be maintained. Firm has to sell on credn

due to competition. Thus, business needs adequate working capital.

PERMANENT & VARIABLE WORKING CAPITAL

parmanent variable

In business current assets are required because of the operating cycle. But the need for the
working marginal capital does not end with the completion of operating cycle. Operating
cycle goes on continuously and thercfore, in order to understand the need for working
capital, 1t becomes essential to distinguish between permanent and variable or temporary

working capital.

< Permanent working capital :

The requirement of current assets do not remain stable throughout the year and
fluctuate from time to time. A certain minimum about of raw material. work-in-

progress and finished goods and cash must be maintained regularly in the business
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So. that day to day operations of the business could continue without any obstacles. This

minimum requirement of working capital is called permanent or regular working capital.

“* Variable working capital :

In certain months of the year, the level of business activities is higher than normal
and. therefore, additional working capital may be required along with the permanent

working capital. It is known as variable or temporary working capital.
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FACTORS AFFECTING WORKING CAPITAL

Production (redit [Level Of
Policy Pohcy Taxes
Price Level  Production
Changes Policy

e Nature of business

e Growth and expansion
* Production cycle

¢ Business fluctuations
e Production policy

e Credit policy

e Availabihity of raw matcnal
e Tumover of investors
o Level of taxes

e Dividend policy

e Price level changes

e Operating efficiency

e Magnitude of profit
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a) Production policy:

The determination of working capital needs depend upon the product.cr pg ¢y 0

the business The demand for certain products is seasonal i.e, such procucts é
purchased in a certain months of a year

b) Credit policy:
Credit policy affects the working capital requirement in two ways-
. Terms of credit allowed by the customers to the firm.
Il" Terms of credit available to the firm.
If the firm sells goods on credit to the customers , it would ncrease &
amount of debtors and consequently the requirement of more wo kg

capital.

¢) Level of taxes:

Whole of the cash profit is not available for working capital. Taxes and divicends are

to be paid out of profits. Taxes are a statutory liability but it can be glannecc. Taxes

w

are to be paid within a reasonable time. If tax liability is high ,more working cap 3

will be needed.

d) Price level changes:
Price level changes also affect working capital naeds. If the prices of different goods

increase, .0 maintain same level of production , more working capital is needec.

e) Operating efficiency:

Efficiency of management is also an important factor to determine *hs working
capital. Management can reduce the working capital requirement by the offc oy

use of resources.

f) Magnitude of profit :
Magnituce of profit is different for different business. Nature of product ¢

ol O

the market and availablity of managers etc. determine the quantum of nroit [If the
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AN 1 high, 1t will Wil 10 arrange funds intarnally which will alst
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Turnover of Inventorles |

VO
(he graater the turnovar of Inyemtonies e finlshed products il

f roirrirge . OoNe
raw materlal lesser will be the requirement of working capital [Ftarntsec

mere working capital 15 peededd

Avallability of bank credit

I the firm Is In a position to get financal help easily from the bank at the fme i

{ P able i I
nead, It keeps a low level of working capital, but if such facility 15 not asalabie, irr

il have to keap greater working capital

Depreciation policy:

It aleo affects the working capital. Dapreciation does not result in outflow of cash

Charefore, it affects warking capital indirectly
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OBJECTIVES OF WORKING CAPITAL
MANAGEMENT

>

By optimizing the investment in current assets and by reducing the reducing the ieve
current habilities. The company can reduce the looked-up of the fund u TRng 4

thereby. It can improve the retum on capital employed in the business

- i B -

The second important objective of working 15 that the company should always o

- ad h R

position to meet. It's current obligation which should properly be supported CulTen
asset available with the firm. But maintaining excess funds in working capial mea

locking of fund without return

lhe firm should manage its current assets in such way that the Marginal returs
investment in these assets 1s not less than the cost of capital emploved o fimancial th

current asset.

The firm should maintain proper balance sheet current assets and current habilimies ¢

meet 1ts day to day financial obhigations
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IMPORTANCE OF WORKING CAPITAL

MANAGEMENT

Working capital is the lifeblood and nerve center of a business. Just as
circulation of blood 1s essential in the human body for maintaining life. working capital 1s
very essential to maintain the smooth running of the business. No business can run
successfully without the adequate amount of working capital. The adequate amount ol

working capital in business has the following advantages:-

s Cash discount:

Firm can get cash discount by making cash payment for the goods purchased by 1t

* Availability of raw material on regular basis:

If the firm makes payment to its creditors for raw material in time. it can have availability
of raw material regularly which does not cause any obstacle in the production process.

Adeguate working capital increases paying capacity of the business.
] g g 3

< Increase in debt capacity and goodwill:

Availability of adequate working capital increases the debt paying capacity of the
business. The firm as a result, does not faces any difficulty to raise additional loans in

future.

< Facilitates the distribution of dividends:

Sometimes, the profit in business are quite high, but due to shortage ol cash, management
faces difficulty 1o pay dividend at a proper rate to the sharcholders. Adequacy of working

capital in business facilitates distribution of
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dividends without any difficulty. In absence of working capial. managcre

tendency of retraining profit.

<* Advantages of favourable opportunities:

~aT

' . iy - - . 3 teria siness cal
Whenever, there is possibility of increase in the prices of raw materias busine

ial if i (ng capit: larly. 1t can purchase
purchase more raw material if it has adequate working capital. Similarly. 1t I e
" ; - X N at us. It can take

marketable securities at a time when their prices are low in the market. Thus. it can

advantages of favourable business opportunities.
«* Fuller utilization of fixed assets:

! 1 < trlized n case adeo e
In the absence of working capital. fixed assets remain unutilized. In case adequate

working capital is available, they can be used to their maximum production capacity.
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COMPONENTS OF WORKING CAPITAL

1 mange
L LRE NN R

sMmMent
gement

< Z

Receviable management

=

Inventorv management

N

= Cash Management

* Inventory management

nt assets of the busmes needed at all the
o ncern should always keep suf nt ca
amper the operation he busin
h 1s the m produ all the asse
S
he firr
i by the firm ¢ point ¢ ¢

the mo

|

|

ik
‘nls that mak

st significant part of the current assets

ol the product a comp
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RATIO ANALYSIS

Ratio analysis is a technique of analyzing financial statements. It helps inestimating
financial soundness or weakness. Ratio is a quantitative relationship between two items
for the purpose of comparison. The items present in profit and loss account and balance

sheet are related to each other. This relationship can be calculated with the help of ratios.

Ratios help in drawing meaningful conclusions by establishing relationship between

various facts. On the basis of their interpretation, unfavourable situations in the future can

be avoided.

Definition:

“Ratios are simply a mean of highlighting in arithmetical terms the relationship

hetween figuies drawn from financial statements .

_ hunt, William & Donaldson
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Forms of expressing ratios:

I'he relationship between two numbers can be expressed in three forms:-

I) Proportion :

If the current assets of the business are Rs. 5.00.000 and current habilities
25.50.000, the proportion of current assets and current liabilities will be

3.00.000:2.50,000 or 2:1.
2) Percentage:
In it, the relationship between two numbers is expressed in percentage form.

If the Gross profit of business is 50,000 and sales are 2.00.000. the Gross

profit is 25% of sales.

2
—

Quotient:

It explains how many times one number is greater then the other.

Objectives of ratio analysis:

» Helpful in efficient appraisal

» Helpful in evalution of financial position
» Helpful in control

» Usetul in coordination

» Helpful in forecasting

» Helpful to investors, financial institutions & employees.
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Significances of ratio analysis

1) Helpful in simplifying financial data:

) 3 . « JOle o1 M 3 " 1 H o ‘ .
Ratio analysis simplifies the complex and large figures of financial statements w hich

cnable to understand their relative importance.

2) Helpful in determining trends:

By the use of ratio analysis, the trend in profit, sales. coast, ete. of the  previous year can

be determine by analyzing the financial statements and future forecasts can be made

accordingly. Future plans are based on these forecasts.
3) Helpful in controlling:

By comparing the ratios regarding efficiency and financial position with the standard

ratios. unfavourable results can be controlled.
4) Benefits to other parties interested in business:

Creditors can determine short-term solvency of business with the help of ratio analysis.
Financial institutions and long term creditors can determine whether the busimess 1s able
ay their loan and interest on time. Investors can decide about the future investments

o rep

in the business.
5) Helpful in locating weak spots:

With the help of ratio analysis the management can find out which activitics ar¢ bemng

operated successfully and which are not and where more control is required.
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&) Helpful in measuring operating efficiency:

3 ; o in determin
Rato analvsis i also helpful to assess the managenal efficiency [t helps

whether the assets are bemg used optimally or not

) Overall profitability:

. e « he alu
Overall profitability can also be determined by the management with the help of ratwo
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CLASSIFICATION OF RATIOS

* Current ratio
* Quick ratio

+Stock turnover ratio

*Trade receivable
turnover ratio

«Fixed assct turnover
ratio

Liquidity
ratio

Turnover
ratios

* Debt equity ratio
* Properietary

ratio
« Capital genrating
ratio
Solvency
ratio
Profitability
ratio

Gross profit ratio
* Operating cost
ratio
* Net profit ratio
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TL Trading company

p e

About us

TL Trading is a trading company in Punjab. we established longer and closer
working relationships with our clients and suppliers, not only provide immediate

and reliable services but to continually exceed expectations and goals.

TL Trading company’s main nature of business consist of wholesale business,
supplier of survices, retail business, warehousing depot .our company deals in all
kinds of hardware and sanitary materials, construction material like — cement .

bricks, crushed stones.

Our Mission:

e Providing quality products and reliable services and sourcing from reputed

manufacturers.
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rs. Wi oduct excecding
o HBemg the preferred supplier of our customers. with our pr

therr quahity requirement

Our Focus:

: - . > enduring business tic
FE Trading company focuses to foster growth and promote enduring
y . . sment 1s the driving forces in
with its clients. Customer responsiveness and commitment 15 the driving

the quest for excellence.

OUR MAJOR PRODUCT RANGE

o
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L.cgal information

Year established 2009

Business type - partnership firm
GST Reg. no. - 03AANFTS5276GIZY
Place type- Real estate

Main nature

of business - wholesale business, supplier of service.
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RESEARCH METHODOLOGY

MEANING:-

Rescarch is defined as the production of new knowledge or the innovative applicati

of pre-existing knowledge to produce novel ideas, approaches, and comprehensio:
Tl

produces  original and innovative results. Applied research, experimen:

development, and pure and strategic basic research are all included in the definition

of research.

The methodology may include research interviews. surveys and othe
techniques.

Rescarch methodology is a broad term. While method of data collection anc

<l &

analysis represent the core of research methods. You have to address ra

TNOE
<dHRC

y

1

1s could include combining and cvaluating carlier research to the extent that

=

-

résearci

additional elements with the scope of research the most important clement of research

methodology expected to be covered in business dissertation at bacl

masters and PHD level include research philosophy, rescarch approach, an

of data collection . sampling and ethical consideration.

Data collection:

# The task of data collection begins after a research problem has
and research design has been chalked out.

~  While deciding about the method of data collection to be used for the sy

the research should keep in mind (two types of data that is primary

data.

lnr’e 1o n
1CI0I s ceyrcs

] £a=lyy
a4 meihcy

been defineg

and secondar
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The objectives of the study can be explained under two categories. The

SPECIFIC

1. BROAD OBJECTIVES:

The objective of the study is to gain an insight into the concept

management, how working capital is managed in compames and he

overall performence of the company.

2. SPECIFIC OBJECTIVES:

To study and analysis the working capital management concept.
To study the different ratios related to working capital.

To study operating cycle

ot

VA

e
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RESEARCH DESIGN

A research design is an arrangement of condition for the collection and analysis
data in a manner that aims 10 combine relevance to rescarch purpose w ith ecconorm

procedure.

The research design applicable for the proposed study is analytical. Hence, facts wd

information arc available as a secondary detail. In this study. financial details of pi

few vears' records are taken nto consideration to make analysis and to obtam e

result

a) Source Of Data

I'he data 1s collected from secondary sources such as-

» Annual reports of the company
~ Information discussad with the manager (Dept. of Accounts)

~ Company website

b) Research Tools :-

e Working capial ratios

e Time series table

s Ratio used for the study:

e Current ratio

e Quick ratin

e Creditors turnover ratio

o Working capital turnover ratio
e (Current assets turnover ratio

e Debtors turnover ratio



g

. W W v vV v ¥ ¥ . W W v v Vv W VvV W Vv VvV wW Vv v v W »$v v W W W Vv 9%

¢ Inventory tumover ratwo
o Current assets to Total assets turnover ratio

e Fixed assets tumover ratio

c¢) Period of study:

The period of the study s 45 days (1% July to 15®Aug)

d) Scope of study:

The scope of the study is limited to working capital management ol TL
Trading company. The study is not only limited to the cash, inventories and
debtors but also to analyze the firms overall working capital position with the
help of differen: ratios. The study is confined to the period of (2017-201% w0
2021-22) and the information for the study was made available from the

annual report and other records of the company.
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Analysis of working capital

through different ratios




e Current ratio:

. . Y % 10 ‘ » CLIFTe b 1
The current ratio is the ratio of total current assets to current liabilitie. The curre

ne year. lhe

ol a firm converted o cash within short period of time not exceeding

0 fl"t‘l

current liabilities defined as labilities which one short term maturit;

mecting has originally contemplated within a year. current ratio is calculates by

Current ratio = current assets /current liabilities

‘T Year | Current | Current | Current
‘ Assets(Rs in | liabilities(Rs in | ratio(in times)
| +000) ‘000) |
2017-18 156359 41535 376
018-19 226419 102032 222
201920 337575 216775 T 1.56
Y 333764 289786 1.20
20222 609398 449686 I
TABLE 1: CURRENT RATIO
Interpretation

The above table exhibits the current ratio of the company, Which 1s showing a fluctuatin

wrend from the year 2017-18 onwards till the year ending 2021-22. [t was 27

/

2017-18. Which was not good 1o the firm as the ideal ratio is 2:1 and then -

- redaclicl W

which 1s near to ideal ratio in the year 2018-19. From 2019-20 to the [inal vear 202 1-70 |

A Y o

declining and it becomes 1.35.
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« Net Working Capital:

21 Workin ("amital - - g th - o~ o Q& O\
2t Working Capital represents the excess of current assets over

ind 102 Cay o day needs of the business. It is calculated by

Net Working capital = current asset —current liabilities

.

cNictprisg should have sufficient networking capnal in 0s0er 1o met ¢

Year Current Current
Assets(Rs in liabilities(Rs in

Net working

capital

*000) *000)

201°-18 36359 41535 !
2018-19 226419 102032 243

2015-21 337575 216775 2030
2020-2 435764 239736 159
2021-22 £0933% 249686 0

TABLE 2: NET WORKING CAPITAL

Interpretation

I 1 . . tha: frn N
ha 1ablz shows that from 201

yere is a Gecline in net working capital. But it is again seen that there

‘he net working capita! in the year 2021-22 as compared 1o the previous vear.

— 2018 there is an increase In workinz cariial ool (ko

18 20

el aaen
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* Quick ratio (Acid test ratio):

he acid test ratio the measure of liquidity design to overcome the defects of
ratio. It overcomes the defects of current asset and current liabilities and its calet lated bus

dividing the quick assets by current liabilities Quick assets are thosc assets which ¢

converted into cash immediately. Quick ratio is calculated by:

Quick ratio = Quick Assets / Current liabilities
Quick Assets = Current Asset — Stock

Quick Liabilitics = Current Liabilities - Bank Overdraft

r Year ! Quick Assets Quick Quick Ratio(in 1

ﬁ I Liabilities times)

{ ' (Rs in ‘000) (Rs in ‘000) |

‘ 2017-18 139940 41535 0.96

: 2018-19 | 97281 102032 0.95

;’ 2019-20 [ 202592 216775 093

" 2020-21 | 239372 289786 0.83 o
2021-22 | 385006 449686 0.85

TABLE 3: QUICK RATIO

Interpretation

If the quick ratio is higher the liquidity position is sound. But the liquidity position

e will be affected il it has slow paying debtors. The liquidity position o/ Lo

sound except in the year 2020-21. Its ratio 15 0.83
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e Inventory Turnover Ratio:

v used

The ratio indicates whether investment in inventory is eflicient

therefore. explains whether investment in inventories is within proper hmits

also measures the effectiveness of the firm's sale efforts. The ratio 15 caicuiaioo

follows:
Inventory turnover ratio = Net Sales / Average inventory
Average Inventory = (opening Stock + closing stock) / 2

Inventory holding period = 365 / inventory turnover ratio

5 Year Quick Assets | Quick Quick
| | Liabilities Ratio(in
! times)

(Rs in *000) (Rs in *000) | ) B
| 2017-18 39940 41535 I 0.96
T 2018-19 97281 102032 063 -
[ 2019-20 202592 [ 216775 | 0.¢ :
l L .l —
[ 2020-21 230372 L 289786 ? 0.83
— * S :
; 2021-22 385006 | 449686 0.85

TABLE 4: INVENTORY TURNOVER RATIO

Interpretation

From the above table it is clear that the inventory tumover ratio ol the [irmy 1 turiing
around 2 to 3. When inventory increases sales will reduce and when invenion Jocrense
sales will increase. That means higher the ratio better for the concern. But th

declined 1o 2.06 during the last vear 2021-2022
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his ratio is to measure the liquidity of the receivable or to find out

management and there is an increasing chance of bad debrt anc

« Debtors turnover ratio:

Yehtor m = . )
ebtors” turnover ratio is also called debtor velocity ot recetvable turnover

the period

scanahlee 1ine PO . o v et tor e
ecenvables uncollected. The shorter the average collection period. the better L
nagement. On the other hand a longer the collection period indicaies

| other collection ¢

Debtors Turnoyer ratio = Net Credit sales / Average Debtors
Average Debtors = (opening debtors +closing debtors) / 2

Debt collection period = Number of days in a year / debtors

Y ear Net Credit | Average | Debtors Debt
Sales | debtors | turnover collection
, ratio (in period(in
(Rs in *000)  (Rsin ‘000) | times) days)
2017-1R | 377730 31839 T 11.86 N
201%-19 391344 [ 34537 EE
2019-20 407905 114812 1355 03
2020-21 429390 168422 | 2.55 143
T 2021-22 462394 346158 T 13 | 280

From tac above table

TABLE 5: DEBTORS TURNOVER RATIO

[nterpretation

le it is clear that the debt collection period 1s increasing which

firm. In the year In¢ firm has only taken 31 days for collecting debt

Jlection period in the year 2(21-2022 has increase 10 280 days which



« Creditors Turnover Ratio:

Creditor’s turnover ratio 18

number

of times average creditors are turned over during the year. [

.onger

outstanding payable lesser is the problem of working capital of the firm.

also known as creditor’s velocity. Creditor’s turnover 12

Creditors Turnover Ratio = Net Purchase / (Creditors + Bills Pavable)

Pavment Period = 365 / creditor’s turnover ratio

U...-.UU..'U"-'“UU-...ﬂ-Uﬁﬁﬁﬁﬁﬁﬁﬁﬁ"‘

TABLE 6: CREDITORS TURNOVER RATJO

Interpretation

From the above table it is clear that the firm’s creditor’s ratio is fluct

the year 2017-2018 the firm has taken longer period for payment. The rui

next two years 2018 — 19 & 2019 - 20. The next year it has incressed

ast vear the ratio has again decreased to 1.63. The firm’s credit turmover o :

ol

which is zood to the firm.

10

Year Net Credit Creditors | Creditors Debt
Purchase ‘ turnover pavment

' | (Rsin*000) | (Rsin‘00¢) ' ratio(in period(in

I | | times) ____months)
2017-18 321387062 9964308 | 3227 N
201R8-19 346394233 54313169 6.37 s )
2019-20 326394253 85820833 | 425 B _
2020-2] 303278038 58679391 | 7.54 Bl
2021-22 176715122 2897863 | 163

uating vear



¢ Working capital turnover ratio:

Uhe ranio indicates the number of times the working capital is turned over im 112
year. The high ratio indicates efficient utilization of working capital and 1he

indicate otherwise.

Working Capital Turnover Ratio = Net Asset / Net Working Capital

Year I Net Sales NWC  WC turnover
| ratio (in times)
(Rs in “000) (Rs in ‘000) | .
2017-18 377730 114824 | 328 .
~2018-19 391544 124387 | 3.15 )
2019-20 407905 120800 | 337
2020-21 429590 145978 2.94
2021-22 462568 159712 289 :

TABLE 7: WORKING CAPITAL TURNOVER RATIO

[nterpretation

-5

A firm is using its working capital in a well manner only when they sell mor> v L 5
amount of working capital. The efficiency of using working capital of a firm can meosuro
with the help of working capital turnover ratio. From the above table we consce huin
ratio is (luctuating year by year. The firm shows an increasing as well os decreasing o
[ the vear 2017 — 2018 the ratio was 3.28 which has declined 0 313 in 2018 -10. e

has increased to 3.37 in the year 2019 -2020 and coming last two vears it has Joclinol

289
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e Current assets turnover ratio:

I'he ratio is computed by dividing the net sales of the concern by o Ccurrent wso-:

cxpressed the result as a number of times. The higher the turnover ratio the more efficient s

the management and utilization of the assets. While low tumover ratio are indicuic

under utilization of available resources and presence of idle capacity.

Current Asset Turnover Ratio = Net Sales / Current Asset

The current asset turnover ratio is declining year by year. In this year 2017

wis in g good position as it is high as compared te other 4 vears. The ratio 11 2

i< 241 and the ratio has reached to 0.75 during the year 2021

Wt.’f\‘\

Year ' Net Sales | Curreat Assets | Currcnt Asscts
turpover ratio
(Rs in *000) (Rsin *000)  (in times)
2017-1 377730 156359 | 214 B
C 201%-19 391544 226419 73
2019-20 407905 337575 21
2020-21 | 420390 435764 008
2021-22 4623568 609398 07’s
TABLE 8: CURRENT ASSETS TURNOVER RATIO
Interpretation
From the above table it is clear that the current asset turnover ratio is in deciining oz

~
TR
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o Current Assets to Total Asset Ratio:

Current Asset to Total Asset ratwo

Current Assets / Fotal Assels

TABLE 9: CURRENT ASSETS TO TOTAL ASSET RATIO

[nterpretation

Ycar Current Assets | Total Assets | Current Asseis
Total Asscls ral
(Rs in "000) (Rs in *000) |
2017-18 156359 150708 [ 0.08
2018-19 220419 | 1660184 BREER
2019-20 137575 150012 215
2020-21 Q35764 |isIss2 239
2021-22 609398 | 641444 [ 0.95

1

- W W W W W v v v W vV Vv v vV v v v v
w W W W v v W v v v ¢ v v v e
- e e e

From the above table .

company is showing an increasing trend in the year 2017-2018 the ratio 13 0.98 the i

increased to 1.36 and 1ill the two years it has been increased. It has dechned w0t

final year.

it has been seen that the current assets to total assets rutio 0l
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FINDINGS

Working capital management has become an nmportant arca where the

company cannot avoid it as they should mimmize the liguidity position

I'he findings of the study are:

o Except for the year 2019-20 and 2021-22 the working capital has bcen
increased year by year.

e The firm's working capital turnover ratio is 3.281n the year 2017-1% and
has declined 1o 3.15 in the year 2018-19. Again it has increased to 3.37 10
the year 2019-20 and dechned to 2.94 in the year 2020-21. At last the
final year it 1s declined to 2.89. That means the firm was generating high
amount of sales with less amount of working capital.

o The current ratio of the firm is proportionate in the generally accepted

norm 2-1. But the firm's current ratio is showing a decrcasing trend

during 2018 - 2022,
o The quick ratio is almost equal to the generally accepted norm 111 except
in the year 2020-21 and 2021-22. This shows that the company’s

liquidity position 1s satisfactory.

e The mventory turnover ratio is showing a satisfactory performance
except in the year 2020-21 and 2021-22
e The debtor's turnover ratio is showing a decrease trend. Higher the ratio

it 15 good to the firm and the firm ratio in the year 2017-18. In the
remaining years the firm has taken an average of 120 days for debt

collection

The working capttal of the firm has increased as the current assets are
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SUGGESTIONS

The firm is showing an increasing trend in the working capital. So the

company should maintain it in the future.

The ideal current ratio is 2:1, so the company should try to improve its
current ratio.

The company should maintain the Quick ratio to the ideal ratio 1:1.

The company should increase the inventory turnover ratio and maintain it
for the future years. As the working capital turnover ratio is showing a
decreasing trend which is not good for the firm.

The working capital turnover ratio is decreased in the recent years 2020-
21& 2021-22. The company should increase the working turnover ratio.
The sales of the company is increasing year by year. The company should
maintain the increment of sales without extending the credit period.

The company should try to increase the debtor’s turnover ratio and

maintain it constantly. As the company’s debtor turnover ratio is showing

a decreasing trend.
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CONCLUSION

To conclude I would like to mention here is that this project work oul
is very helpful for me. This is a unique opportunity to discuss the
concept of text book with an organization. This provided a break
through to apply theoretical knowledge in practical corporate world.

And this experience will be helpful for future performance.

This study was done with the help of various tools and techniques to
analyze the working capital management of TL Trading company.
After the research it is clear that the overall working capital of the
company was very good as the current assets are more than the

current liabilities during the last five years.
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