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Executive summary

This project work is undertaken as part of academic requirement for
Graduation of Bachelor of Business Administration it is titled as “Ratio Analysis” at
Abhishek Alloys Private Limited. This research work has been undertaken at
Abhishek Alloys Private Limited, Machhe, Belagavi, where attempt has been made to
understand the management of the organisation at Abhishek Alloys Private Limited.

The research deals with Ratio Analysis of Abhishek Alloys Private Limited.

This study is for a period ofl month i.e. from 2" August 2021 to 2"
september2021. This study has employed both primary and secondary data such has
websites which helped me to analyse my topic that is “Ratio Analysis” at Abhishek
Alloys Private Limited.
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Chapter-1
INTRODUCTION OF INDUSTRY

INDUSTRY PROFILE

FIGURENO 1.1

Casting is a manufacturing process in which a liquid material is usually poured into a mould,
which contains a hollow cavity of the desired shape, and allowed to solidify. The solidified
part is also known as a casting, which is ejected or broken out of the mold to complete the
process. Casting materials are usually metals or various cold setting materials that cure after
mixing two or more components together; examples are epoxy, concrete, plaster and clay.
Casting is most often used for making complex shapes that would be otherwise difficult or
uneconomical to make by other methods. Casting is a 6000-year-old process. The oldest

surviving casting is a copper frog from 3200 BC.

The Indian foundry industry manufacturers metal cast components for application in Auto,
Tractor, Railways, Machine tools, Defense, Earth moving /Textile/ Cement / Electrical /
Power machinery, Pumps/ Valves etc. Foundry Industry has a turnover of approx.USD 19

billion with exports approx. USD 2.5 billion. However, Grey iron castings have the major
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share i.e. approx. 68% of total castings produced. There are approx. 5000 units out of which

90% can be classified as MSMEs.

The Indian metal casting (Foundry Industry) is well established & producing estimated 10.21
million MT of various grades of castings as per International standards and total sale approx.

USD 19 billion.
Major Foundry Clusters:-

Each cluster is known for its products. The major foundry clusters are located in Batala,
Jalandhar, Ludhiana, Agra, Pune, Kolhapur, Sholapur, Rajkot, Mumbai, Ahemdabad, Belagavi,

Coimbatore, Chennai, Hyderabad, Howrah, Kolkatta, Indore, Faridabad, Gurgaon etc.

Typically, each foundry cluster is known for catering to some specific end-use markets. For
example, the Coimbatore cluster is famous for pump-sets castings, the Kolhapur and the
Belagavi clusters for automotive castings the Rajkot cluster for disesel engine castings,

Howrah cluster for sanitary castings etc.

Approx. 1500 units are having International Quality Accreditation. Several large foundries
are modern & globally competitive. Many foundries use cupolas using LAM Coke. However,
these are gradually shifting to Induction Melting. There is growing awareness about
environment & many foundries are switching over to induction furnaces & some units in

Agra are changing over to coke less cupolas.

GENERAL ECONOMIC SCENARIO

Govt. focusing on “MAKE IN INDIA”,”EASE OF DOING BUSINESS”, infrastructure & easing FDI

norms to promote investments in manufacturing & cooperation’s in skill development.
FORECASTS OF GROWTH BY LEADING INSTITUTIONS:-

India to become fastest growing economy >7.5% YoY as per forecasts of leading

international institutions.
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MANPOWER

The total manpower in foundry sector is approx. 5,00,000 Directly & 15,00,000 indirectly.
The foundry sector is highly labour intensive & currently generates employment for 2

millions directly & indirectly mainly from socially & economically weaker sections of society.

It has potential to generate additional employment of 2 million in next 10 years.

AUTO SECTOR

Auto, Auto components & capital goods industry have drawn up ambition plans to grow
three folds in next 10 years which will drive the demand for metal casting industry. The
capital goods policy of Govt. envisages the sector to grow from USD 115 Bn industry by
2025. Whereas the auto sector as per automotive mission plan 2016-26 envisages auto
sector to grow 3.5 to 4 times of the current value of USD 74 billion to USD 260 billion to 300
billion. Even if these plans are realized by 75-80%, it will augur well for the Indian Foundry
Industry. The casting demand for iron & aluminium castings could grow by 35-40% by 2019-

20 from current levels.

Auto industry grew at a average rate of 5.4% in 2016-17 compared to previous year. The
society of Indian Automotive Manufacturers(SIAM) forecast a 7 to 9% growth for the
domestic passenger vehicle sales in the financial year 2017-18, expecting support from 7t

pay commission payout and better rabi output.

As per SIAM , We seeing an improvement in the economic growth and also sentiment.
Factors like lower borrowing costs, pent-up demand after demonetization and a mild

budgetary support to incomes will drive consumption growth in 2017-18.
GLOBAL SCENERIO:

As per 51th World casting census published by modern castings USA in December 2017,
Global castings production stagnant. Worldwide casting production grew by less than half a

percent for second year in a row in 2016.

In 2016, World casting production reached 104.4 million metric tons, a shade over the 104.1
million metric tons produced in 2015. The worlds top 10 casting producing nations produced

91.6 million metric tons of the total 104.4 million metric tons.
China reported a 5.4% increase since 2015 putting its total production at 47.2 million metric
tons. India the second largest casting producers in the world reported 5.4% increase in
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production to 11.35 million metric tons. The remaining 2016 top 10 casting nations are USA,

Japan, Germany, Korea, Mexico, Brazil and Italy.
ROLE IN MANUFACTURING SECTOR:

The new manufacturing policy envisages the increase in the share of manufacturing in the
GDP to 25% from current 15% & to create 100 million additional jobs in next 10 years. Since
all engineering & other sectors use metal castings in their manufacturing, the role of foundry
industry to support manufacturing is very vital. It is not possible to achieve the above goal

without the sustainable corresponding growth of the foundry sector.

PRODUCTION OF CASTINGD IN INDIA IN MILLION M.T.(2016-17):

B Grey C.l.

H SG Iron

m Malleable

Steel

® Non Ferrous

M Total

2012-13 2013-14 2014-15 2015-16 2016-17
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EXPORTS IMPORTS TRENDS

The Exports have been showing healthy trends approx. 25-30% YOY till 2011-2012

After that there was slow down in export. However, the current exports for FY 2016-17 are

3000 2728.98

2617.62
2572 2503.52
2500 - 2366.32

2000

1500 B Total Exports

H Total Imports
1000

500

T T

2012-13 2013-14 2014-15 2015-16 2016-17

approx. USD 2033 billion.

Sectorwise Major Consumers of Castings

H Auto

M Agricultural M/c

6% o 10%

o

M Earthmoving
B Pumps &

compressors
H Valves

H Diesel Engines

H Sanitary

M Electrical Equip

= Machine Tools
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CASTING A HOPEFUL EYE TO THE FUTURE

The Institute of Indian Foundry (IIF) is the apex industry body promoting the competitiveness
of India’s foundry industry. There are about 5000 foundries in India largely in the MSME

category.

The foundry or metal casting industry is a key component feeder for the various sectors such
as auto, auto components, railways, agro, tractors, textile, cement making, electrical
machinery, earthmoving machinery, power equipment, defence equipment, and aero and
space industry its sustainable growth has become more important today than ever before

given the emphasis of the government on “Make in India”.

India is the third largest manufacturer of metal castings globally, producing approx. 10
million tons of casting in various metal such as grey iron, ductile iron, steel and aluminium
alloys for various applications valued at approx. $18 billion. Exports amount to 12-15
percent of this value. However, there is potential and need to do more and become global

force.
The foundry market in India to grow at a CAGR of 10.08% during the period 2016-2020.

Foundry Market in India 2017-2021, has been prepared based on an in-depth market
analysis with inputs from industry experts. The report covers the market landscape and its
growth prospects over the coming years. The report also included a discussion of the key
revenue generated from the production value of casting manufactured by the foundry

market in India.

One of latest trends in the market is IIF in-plant training program. The IIF has established its
centre of education and training at Kolkata, which conducts various skill development
programs regularly. A modular training program is conducted, which is equivalent to

graduating in foundry technology and is also recognized by the Ministry of HRD.

According to the report, one of the primary drivers in the market in India initiative. The
automobile sector is responsible for generating 60% demand for the casting production in

the country. Demand from sector such as infrastructure, oil, and mining has slowed down.
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The automobile sector has shown promising growth in India since 2014. The foundries

expect growth for both ferrous and non-ferrous castings in defence procurement.

The industry needs to invest and increase capacity, though it is approximately operating at
50% excess capacity. The industry should be energy-efficient and have skilled manpower. For
instance, all medium and large-scale foundries are planning to have sand reclamation plants

for reuse of sand in order to reduce energy consumption during manufacturing process.

Further, the report states that one major challenge in the market is environmental issues
leading to increasing environmental cost. Tightening of government regulations on the
release of waste produced by foundries in the environment is leading to increased
investment in waste recycling process and technologies. This is hindering the growth of the
Indian foundry market, as the majority of the Indian foundries are MSMEs with low market
capitalization. Foundries are responsible for the emission of harmful and poisonous gases

and solid wastes that cannot be reused.

LOCATION OF MAJOR CLUSTERS IN INDIA

FIGURE NO 1.2
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Chapter-2
ORGANISATION STUDY

COMPANY PROFILE

FIGURE NO 2.1

Abhishek Alloys private limited. Is a medium scale industry which is situated at Machhe

industrial estate, Machhe, Belgaum. Promoted by

Shri. Madhwa. N. Acharya, the managing director of the organization. The manufacturing
process was started in the year 1981 with the name of M/S Abhishek Industries and later on
the operations were converted to Abhishek alloys private limited. In the year 1994. While its
commencement Abhishek Alloys has augmented its production capability of 200 tons per

year to 3000 tons per year. The firm has a build up region of 2.5m acres and involved in
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manufacturing of C.I and S.G. iron castings by 100% shell molding process. Our customers

includes from power generation, Hydraulics, Automobile, Construction and O.E.Ms.
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Why Abhishek Alloys?

» Keen on developing complex design castings with ultimate quality.
» Capable of producing wide range of C.l and S.G Iron castings weighing from
1 kg to 100 kgs in shell moulding process.

> Fully equipped with machine shop and Austempering Process.
COMMITMENT

» Committed to meet customers expectations by improving product quality
through continual improvement process.

» By meeting delivery schedules as per changing needs of the customers.
OBJECTIVE OF THE ORGANIZATION

» To provide products of premier quality and value.

» To achieve technological distinction and competitive edge.

» Assurance for continuous improvement in process, methods, productivity and
quality.

» To increase employees mutual trust, respect and training.

» To trim down wastage throughout supply chain.

» Human resource development.

VISION

Abhishek Alloys vision is to upgrade infrastructure facilities with the advanced technology,

healthy environment for catering the needs of the customers.
MISSION

The firm focuses on meeting and exceeding customers necessities and establishes a
customer oriented and globally accepted quality system. It has opted a quality policy, which
is framed, by taking into account clients needs and focus on unremitting development by
contribution and involvement by all the employees. The organization believes in nurturing

the skill and ability of all the employees and treats them as a family and utmost significance

is given for the safety and protective aspects and excellent environment.
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COMPITITORS TO ABHISHEK ALLOYS PVT LTD
A K P Foundries Private Limited

Shanti Iron & Steel

The Allied Foundries Pvt. Ltd

Big Casting Pvt. Ltd

REC Engineering Pvt. Ltd

Belgaum Foundry Cluster

Prabhat Casting Unit 2

ABHISHEK ALLOYS FOLLOWED POLICY
QUALITY POLICY

We are committed

» To produce defect free castings and machined components to meet
customers expectations.
» To satisfy customers changing requirements, through continually

improving the effectiveness of quality management system process.
QUALITY OBJECTIVES

» Reduction in rejection both in-house and at customers end.

A\

Meeting delivery schedules as per customers varing needs.
» To improve product quality continuous improvement in process to reduce
variation and waste in supply chain.

» Toempower and motivate all the employees by providing training.
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CHART NO 2.1
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PRODUCT PROFILE

Abhishek alloys private limited manufacturer, and suppliers of various products. Product is in

the different field as shown below

Automobile
Construction
Hydraulics

OEM(original equipment manufacturer)

o r W N E

Power generation

AUTOMOBILE PRODUCTS

Some automobile products are Drive end flange castings, Flange yoke, Slip yoke castings,

Pump housing castings.

CONSTRUCTION PRODUCTS
Some construction products are Cylinders.
HYDRAULICS PRODUCTS

Hydraulics product is monoblock dcv castings body, Solenoid casting body, Valve bodies and

Strainer cap.
OEM’S PRODUCTS
OEM products are Body retarder, Main press body, and Main body end plate.

POWERGENERATION PRODUCTS

Power generation products are Housing thermostat, Impellers, Manifold air intake, Head

fuel filter, Connection.
OTHER PRODUCTS

Other products are Rotor, Rubber, Stators and Sprockets.
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QUICK REVIEW OF COMPANY

ABHISHEK ALLOYS PVT LTD.

COMPANY NAME

ABHISHEK ALLOYS PVT. LIMITED

CIN U27104KA1992PTCO12734
COMPANY STATUS Active

COMPANY CATEGORY Company limited by shares
COMPANY SUB-CATEGORY Non-Government company
CLASS OF COMPANY Private

YEAR OF ESHTABLISHMENT | 1994

DATE OF INCORPORATION 21% January 1992

NO. OF EMPLOYEES 319

ACTIVITY

Manufacture of basic IRON

LOCATION

Plot No. 58, Machhe Industrial
Machhe, Belgaum, Karnataka 590014

Estate,

Email: mnacharya@abhishekalloys.com

OWNERSHIP PATTERN

Abhishek Alloys Pvt Ltd is a family owned business where organization runs by three

directors

Director NAME DESIGNATION Date of Appointment
Identification No.

00820394 Madhwa N Acharya | Whole time Director | 21% Jan 1992
03556921 Mayur M Acharya | Director 15" July 2011
00888008 Sunita Acharya Director 1994

SHARE CAPITAL

Authorized capital Rs 10,000,00

Paid up capital Rs 84,00,000
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WORK FLOW MODEL

Abhishek alloys Pvt Itd work flow shift of working process in foundry.

Shift Timings

1(general shift) 8:30 AM to 5:00 PM
2 5:00 PM to 1:30 AM
INFRASTRUCTURE

Facilities

The organization has provided the employees/workers the well-equipped and
technologically upgraded machines for the smooth running of the production process;

following are the facilities and machines provided by the organization.

Generators

Compressors

Annealing Furnaces

Universal Testing machine of 40-ton cap

Microscopic testing equipment

Hardness Testers

Dual Track medium frequency furnace with 2-500kgs/pot
Four station shell moulding machine

Core shooters

YV V.V V V V V V VYV VY

Manual moulding machines

Abhishek Alloys Today

Is in a position to develop any intricate castings at a price customer can afford, quality as per

customer requirements that sets apart.

RPD college of arts and commerce BBA department Belagavi Page 21




ABHISHEK ALLOYS PVT LTD.

ATTITUDE

The organization focuses on meeting and exceeding customer’s requirement and established
a customer oriented and internationally accepted quality systems. It has established a
quality policy, which is framed, considering customer requirements and focus on continuous
improvement through involvement of all the employees. Abhishek Alloys believes and
nurtures the skill of all the employees as a family and utmost importance is given for the

safety aspects and good environment.

CERTIFICATIONS & AWARDS
FIGURE NO 2.2
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Certified with ISO/TS 16949:2002 by TUV in the year 2004

e Certified with ISO/TS 14001:2004 by TUV in the year 2014

e National Award for “Out Entrepreneur” from the President of India in the year
1993

e “0” ppm award from M/S Bosch Itd. In their supplies To Bangalore Plant in
the year 2005

e “Supplier Award” by M/S Bosch Bangalore in the year 2009.
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e “Casting of The Year” Award in 2010 at 58" Indian Foundry Congress held at
Ahmedabad.

e “Casting of The Year” award in 2014 at 62" Indian Foundry Congress held at
Ahmedabad.

CLIENTS
BOSCH

CUMMINS

FORBS MARSHAL
VOITH

MAN

DYNAMIC TECH
ATLAS COPCO
BEML
POLYHYDRON
PRAGATI
VELJAN

YV V.V V V V V V V VYV V
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PRODUCTS
FIGURE NO 2.3

Valve Covers

Spool Housing Head fuel filter

Cover oil lump pump Implellers
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Port plates Stator

FUTURE GROWTH AND PROSPECTS

» Abhishek alloys private limited are planning to introduce own company products.
» Company has planned to extend the market in the diversified manner and
introduce assembly line and adopted Austempering duct to survive competition.

» Company has planned to increase machine activity.
» Company has planned to adopt more advanced technology whatever company

require its production process.
VARIOUS DEPARTMENTS OF THE COMPANY

Production Department

Suppliers and Purchase Department

Human Resource Department

Account Department

Production Planning and Control Department
Store Department

Marketing Department

© N o g B~ w0 NP

Quality Department
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1.PRODUCTION DEPARTMENT

Production is a process of converting raw material into finished goods or semi finished goods.
Production manager is responsible for the whole production system and even for quality. With the help
of technical partner, production planning and control. Production department performs following

function;

1) Manufacturing of goods.

2) Development of factory system of production.
3) Improving volume of production.

4) Reducing rejection rate.

5) Maintain delivery schedule.

Machines and facilities in production department

» The step involved in production process of Abhishek alloys Pvt Itd is as follows:-
» Raw materials:-Incoming raw material is tested at the laboratory.
» Sand plant:- Green sand mould is prepared. In green sand, 85% is reused and, 15% fresh
sand with 4% additives and water
» Molding:- it is done in two ways
e Hand mould:- It is done for bigger and heavier casting.
e Machine mould:- In one batch of mould 30-40 pieces are produced
e Fettling:- it is a process wherein the casting is cleaned with the help of two
machines i.e. knockout machine and shot blast, Tumblsting machine etc. The
other activities like chipping of extra parts, grinding and inspection is done as [er
work instruction to verify for the specification.
» Painting:- Paint is done as per customer specification. After painting the casting is sent to

next department.
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STRUCTURE

PRODUCTION

PRODUCTION INSPECTOR

2. SUPPLIERS AND PURCHASE DEPARTMENT

Before approving any supplier, purchase manager will gather information on volume of automotive
business, financial stability service complexity, required technology adequacy of available resource
design and development capability, manufacturing capability change management process, business
continuity planning, logistic process, customer service and other relevant information for raw material
suppliers by sending registration and evaluation form. In case of machining supplier/outsourced
processes, personal visit will be made to the suppliers works/premises if required. After receiving the
form, the purchase manager will scrutinize the information furnished in the form.On being satisfied on
the above terms trial order will be placed on the supplier through purchase order. In some case, the

supplier may submit sample of the material required.

Monthly material delivery schedule will be communicated to the supplier verbally, raw material
purchases. The details of the same will be recorded in the supplier verbal schedule register. Bought-out
item will be purchased, on requisition basis received from requestee. Purchase department will handle
all purchases. The technical details for procuring will be given by plant in-charge. Customer approved

materials for ongoing production will be used where insisted by the customer.
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STRUCTURE

pURCHAg?
l\f‘?’S*STANT

—

(‘-"-_-—-_____
STORE
ASSISTANT

3. HUMAN RESOURCE DEPARTMENT

HR department comes under unit number 1 consider as middle level management.HR department
handles the most delicate section of the company. The HRD manager is in charge of the whole

department.
Responsibilities:-

» Recruiting people in the organization.

Handles all policy matters regarding HRD.

Selection procedure.

Maintain discipline in the company.

Training to employees.

Maintain good relations between employer and employees.
Providing necessary information to the department heads.

YV V. V V V V V

Maintain time keeping of employees through punch machine.
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4.ACCOUNTS DEPARTMENT

Abhishek alloys pvt Itd accounts departments work under unit 1.All the company financial activity is
recorded and maintained systematically in this department Four senior accountants are working

including manager. This department is centralized department for all 4 units

Here centralized means all the financial activity are taken and controlld by top level management

means company MD or CEO.
Objectives

» To provide account and complete systematic information of financial activities.

» To maintain all the books of account and other financial documents.

» To prepare periodic financial statements of the company like profit and loss account,
Balance sheet etc.

» Accounts department is responsible for passing the bills to send cheque and cash to the

party. They maintain double entry system of book keeping.

STRUCTURS
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5.PRODUCTION PLANNING CONTROL DEPARTMENT

In Abhishek alloys pvt Itd PPC department plays the vital role in communicating with the customer First
most important thing is company is interaction with customer if ordered is received, company realize
the capacity to produce and stock availability, if it’s possible to produce product purchase order will be

placed to procure required raw material
Detailed weekly and daily planning of production will be prepared to meet target and monitored.

Communication with customer is most important thing since company gives priority and reschedule the

requirements.

STRUCTURE

PPC

— MARKETING

DISPATCH
INSPECTOR

6.STORE DEPARTMENT

Indent preparation: Indent will be prepared as per the requirement received from different sites on

priority bases.

Handling: Handling of incoming material and final product will be handled manually. Handling during in

process will be manually/overhead crane.

Incoming inspection will be carried out as per procedure for inspection and testing; the information for
incoming inspection will be through GRN. The material will be accepted based on the remarks
mentioned on GRN and material will be taken into stock. Issue of any material will be done through

issue slips duly approved by the production supervisor. Issue slips are raised for all material except pig
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iron and M S scrap. Store in charge will daily monitor the consumption of pig iron and M S scrap through
furnace logbook and update daily stock register. Consumption of fuel used for generator is monitored
and recorded in fuel consumption register. Monthly stock statement is prepared by stores I/C and will
be submitted to purchase department. Minimum stock of materials is prepared based on the trends of
consumption and customer schedule. Identification of material in store will be done as per procedure

for identification and Traceability.
7.QUALITY CONTROL DEPARTMENT

Quality department set up where company mainly focus on producing quality material they never
compromise in quality, the quality department must help in building system in place so that they work
and communicate effectively about product requirement, performance and testing and be able to
identify non conformity and work with other department to put in place a effective corrective and

follow up on its application. According to NNFA GMPs, the responsibilities for QC are as follows;

Approve or reject all procedures, specifications, methods and results.Approve or reject all raw materials,
packaging materials, labeling and finished products.Review all production records for accuracy and
completeness before approving for distribution.Establish procedures for revising procedures, formulas

etc.

Perform all the required tests to ensure identify, purity, potency and composition to ensure that

products are not contaminated.
8.MARKETING DEPARTMENT

The customers directly approach to this cast manufacturing industry for the products with their required
type of specifications, which are bound with different terms like information of the product, price,
technical specification, transportation cost, tax and excise duty payables, payment terms, delivery date
and other general T&C. Then quotation about the same is issued to the customer and if the customer is
satisfied with the quotation issued then he will place an order, and after receiving the orders as such the

production work begins.
Objectives

» Customer satisfaction.

» Maximization of profits.
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» Capturing the present market.
» Achieving a target return.
» To achieve product quality leadership.

SYSTEM

Abhishek alloys pvt Itd followed by ISO 9001-2015 system (INTERNATIONAL ORGANIZATION FOR
STANDERDIZATION) System should be written, documented and followed

ISO gives world class specification for products, services and system to ensure quality safety and

efficiency.

1. 1SO/TS 16949:2002

ISO/TS 16949 is an International standard for technical specification aimed at the development of
quality management system that provides for continual improvement emphasizing defect prevention

and to reduction variation and waste in the automotive industry supply chain.

It include eight quality management principle namely

e Customer

e Leadership

¢ Involvement of people

e Process approach

e System approach to management

e Continual improvement
2.1SO/TS 14001:2015

Specific requirement are required an environmental management system to enable an
organization to develop and implements a policy and objective which take in to account
legal requirement and other requirement to which organization subscribe and information
about significant environmental aspects.

Six key elements of an EMS:-

e Environmental policy.
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e Planning.

e Implementation and operation.
e Checking and corrective action.
e Continual improvement.

e Management review.

STYLE

Style is consider about leadership as per observation company has set up with democratic leadership
style is very open and collegial style of running team. Ideas move freely amongst the group and are
discussed openly. Everyone is given a seat at the table, and discussion is relatively free flowing.

Democratic leadership style means facilitating the conservation encouraging people to share their
ideas, and then synthesizing all the information in to the best possible decision.

STAFF:

The company include all type of staff member namely managerial staff, technical staff, supervisory staff
and clerical staff. Company has about 320 employees are working. According to data 270 employees are
working in lower management level and 49 employees are working in middle management level and 2

employees are working in top level management.
The employees earn an average bonus of 20% total profit of the firm every year.
Managerial staff:

Company holds good managerial employee who is engage predominantly in executive and management

function company set up every department has individual manager.

Supervisory staff:

Company has set up supervisor especially for production and manufacture departments more work has
to be done on this particular area. This are the person who is in charge with supervising the other

employee in the organization in this company they are employing experienced staff as supervisor.
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Technical staff:

These are the staff they are responsible for the work related to technical aspect. In this company they

are appointing well qualified and experienced person as technical staff.
Laboratory staff:

These are the staff they are responsible for the work related to Knowledge about metallurgy in relevant

field this company are appointing well qualified and experienced person especially for foundry unit.

9. TRAINING PROCESS:

Purpose: To establish a procedure for determining competence, identifying training needs and impart
training to support organizational objective of enhancing knowledge, skills and effective utilization of

human resource.

Scope: Applicable for preparing competence Matrix, Skill matrix, identification of training needs,

organizing and conducting training program for all employees of the organization.

For newly recruited employees, HR conduct the induction training program for knowing the roles of
employee, following activities are covered in induction program. Based on the current knowledge of
employees and changing needs and trends, Training plan is prepared. If any additional knowledge is
required, the same will be provided by Internal/External training programs and updated in the training

records.
The following are the training procedures followed by the company;

The training are classified as:-
e On Job Training.
e Awareness Training.
e Performance Improvement Training.
e Development Programs.

e Customer Complaint Training.
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NEEDS AND EXPECTATIONS:

DETAILS NEEDS EXPECTATIONS
Suppliers Payment  commitment, | Increase in business %
Clear specification, Firm | Feed back of the supplies made
schedule, Forecast | Co-operation in resolving the problems
schedule Regulatory applications
Financial stability of the buyer
Development of new by products
Employee On time salary Promotions  w.rt  service  period,
Incentives Recognition of the skills, Enjoyment i.e.
Friendly working | Family get together, Feel of the business
atmosphere partner, New technology induction, Health
Safe work environment checkup/Medical coverage, Job security,
Transparency in  the | Motivation
business, Training
Management Profitability, Growth, | Professionalism,Initiativeness,
Return on investment Responsibility, Co-operation with fellow
Customer satisfaction employee, Punctuality, Discipline,
Productivity Obedience, Long term service
improvement, Authority
Statutory and | Adherence to the Development of green belt, Intimation of
pollution boards applicable t&c new process adopted, Intimation of
changes in the existing capacity, Train the
interested parties,

10.INSPECTION AND TESTING DEPARTMENT

To ensure that all items or products parameter are meeting the specified requirements.All in process

inspection & recording will be done as per the quality plans AA/I/QP/IC/01 to AA/i/QP/IP/02 by

production supervisor & wedge test will be conducted as per respective quality plan & will be disposed

after conforming the grade of metal.
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PROCESS CHART
CHART NO 2.2
PROCURING OF RAW SAND PREPARATION MOULD PREPARATION
MATERIALS — m—
POURING : MELTING /1_\ ASSEMBLING
KNOUCKOUT SENT TO FETTLING — TUMB BLASTING
—) DEPARTMENT
DISPATCH (— SECOND INSPECTION (— GRANDING AND CHIPPING — FIRST
INSPECTION

The above figure of production process of the organization shows that, firstly the raw materials are

procured and later sent those raw materials for sand preparation at the same time the moulds are

prepared and the materials are assembled in a particular place for melting and which is poured in the

moulds later which is knouckouted and sent to the fettling department and tumblasting later the

product sent for the first inspection department and later sent to grinding and chipping after that its

again sent to second inspection and finally the product is dispatched.

CASTING PROCESS AT ABHISHEK ALLOYS PVT LTD

At Abhishek Alloys Pvt Ltd resin coated sand is used for shell mould making. Resin coated sand

preparation is carried out at Unit-3. In this two sand mullers are installed for resin coating process. The

waste sand is recycled and used. The waste sand is generated after pouring the metal. This sand is to be

mixed with following ingredients

e Red oxide
e Resin
e Hardener
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Mixing composition for red oxide, resin and hardener for a grade 4.0% is as follows.

Raw Material | Sand Qty | Red oxide Qty | Resin Qty | Hardener Qty | Total

Sand Muller 1 | 150kgs 225GMS 6.0kgs 1.080kgs 1.305kgs

Sand Muller 2 | 120kgs 180GMS 4.80kgs 0.865kgs 1.405kgs

Different types of molding sand

e Green sand

e Drysand

e Loam sand

e Facing sand

e Backing sand

e Parting sand

e Core sand
FIGURE 2.4

Cerabead Resin Coated Sand
Natural Sand
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Red Oxide Resin and Hardener
' -

Pig Iron Casting

RESIN COATED SAND PREPERATION

There are two types of sand used for shell/core making in AAPL

1 Natural sand

2 Cerabead sand ( Prepared where surface finish of casting is important)

Process:

1 Before taking for processing, sand is inspected for AFS value (55-75)

2 150 Kg sand, 0.225Kg red oxide, 6Kg resin and 1.080 kg hardener is mixed thoroughly
In a Muller for 10 minutes at temperature of 180 degree ( processing temp)

3 processed sand is sieved and collected in a hopper through belt conveyer

4 Processed sand is inspected for qualification of Hot tensile strength, peel back test, Gas evaluation
and Transverse strength

5 Hot tensile strength is considered as critical parameter

e Process sand is sent for shell making through transport vehicle

e After castings are produced in melting, unit burnt sand is separated from casting and sent
for reclamation to Foundry cluster and reused for processing R.C. sand.

e MSDS ( Material Safety Data Sheet ) is followed for handling of Resin

MELTING
In foundry there are two melting pots of capacity 500 Kg each raw material 125kg Pig Iron, 125 kg CRCA
scrap and 250kg R R are put in the pot and melted in sequence add Ferro alloys, shell coke and slag

holding material during melting stage.
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Metal is heated for 1300-1350 degree. Temperature is checked by pyrometer Spectro coin is prepared
of the bath and sent for inspection to laboratory on receipt of the lab report add required alloys like
Silicate, Copper to meet the final quality requirements. Transfer the molton metal when the
temperature is @ 1600 degree to pouring ladle. Pour the metal in the mould which are packed the
metal box packed with sand. Verify the pouring temperature by Pyrometer. After specific time casting
are knocked out. Knock time is identified as critical parameter as finished casting quality parameters are
controlled at this stageFor fly weight Hardness required is 190-240 BHN measured by steel ball of Die
10mm and weight of 1000 Kg( Brinnel Hardness number ) Again casting are inspected in

laboratory for mechanical properties and microstructure as applicable for that casting.

Fettling (unit-1)

In fettling section there are Tumblasing and Shot blazing machines used for scaling removalSteel shots
are used in both the machines to achieve the required surface finish,Processed for specified time and
guantityAfter shot blasting casting are taken for grinding to remove sharp edges and parting lines and
unwanted projections Grinding wheel speed is @ 1800-2000 RPM It is checked by Tachometerlf there is
any customers specific requirements, casting are identified with Heat code No,Month and year of
manufacturing for traceability Castings are painted in paint booth and oiled in oil dunking machine as

applicable and dispatched as per the work instruction of packing and dispatch
Heat treatment

AAPL has a unique heat treatment facility of Austentizing with salt quenching embedded with SCADA

program
Machine shop(unit-2)

In machine shop there are two parts of customer Bosch named flyweights Parts are put in vibro
machine with sand stones and are vibrated for 30 minutes to remove sharp edges( 200 parts and 25 kg
sand stone) Set up approval is made at the start of the shift. Parts are machined for different
parameters like slot milling,drilling,chamfering, reaming on CNC machines i.e. Abhiyant, Dhruva, Agni
etc. After every parameter machining, parts are inspected with different gauges i.e. Depth gauge,plug
gauge,snap gauge height gauge ,air gauge Some customer specified critical parameters are

inspected 100%
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At all stages calibrated instruments and gauges are used.In some case customer supplied gauges are
used i.e. Masters In final stage inspection important parameters are checked 100% by customer
supplied gauges Flyweights are processed in batch quantity of 8 in a batch. 2000 parts are produced in
one shift On the shop floor, Control plans and work instructions and limit samples are displayed
for monitoring the product quality Manufacturing process is established to qualify VDA 6.3
standard.Bosch specific requirement) Accepted parts are kept in green colored trays and sent for
washing After that parts are dipped in rust preventive oil and are packed supplier provided trays.

Dispatch logistic is under the control of customer Boach

FIGURE NO 2.6

Shell/Core making (unit-3)

Resin coated sand is inspected for moisture content and stored in hopper Pattern is verified for
any damage,dent mark before loading on the machine Ejector pin level is verified for uniform level,
and air pressure is set for the specified value  For both dies of pattern required temperature is set as
per the work instruction For fly weight shell top die temp is 260°C and bottom die temp is 290°C Air
pressure is 5.2 Kg/Cm2 Machine is set in auto mode and verified that both the dies are mated each
other Shooting of the sand takes place on the top die. After specified curing time top die goes up
automatically and shell from the bottom die is ejected For flyweight curing time is 260 secondsShell is
verified for baking color by comparing with the photo displayed near the machine.Color of the shell is
identified as critical parameter Then the shell is collected manually.Inspection is made for any
crack,unfilled,war page and shifted to designated area Then shell assembly is made by using the core fix

manually in cold to cold condition and clamped the the fasteners Painting is made at specified area if
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required to get good surface finish on casting In hot to hot condition assembly is made on auto glower

machine

The assembly is called mouldThis mould is sent for casting production On the shop floor, Control plans
and work instructions and limit samples are displayed for monitoring the product quality Manufacturing
process is established to qualify ISO 9001-2015 standard. AAPL has got unique facility of
producing QSK 23 shell of 80KG and length of 1500 mm length on Hydro pack shell shooting machine.

FIGURE NO 2.7

Astempering ductile Iron (unit-4)

There are 2 furnaces of capacity 500kg and 1000 kgMethanol,LPG and Nitrogen is used to creating
barrier atmosphere for heating the chargeRequired process and cycle is set in SCADA program In this
process depending on the grade charge is heated to @ 900 degree with Carbon potential of 0.8-1.1
%Charge is soaked in the furnace for 60-90 minutes. Once the cycle is completed change is transferred

to HI SALT chamber where the molton salt temperature is @ 120-150 degree Charge is soaked for 90-
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120 minutes.Once the cycle is completed charge is transferred to cooling chamber and washing chamber
in sequence. Now the cycle is completeCharge is identified with heat no and quantity. And inspected for
mechanical properties and microstructure and stored in designated area for packing Mechanical
properties are Hardness,Tensile strength,Yield strength,elongation and microstructureProcess is
established to qualify CQl -9 standard ( Continuous Quality Improvement -9 )At present charges are for

customers namely NAVISTAR Orissa and SONA BLW Pune

FIGURE NO 2.8
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KAIZEN’S 5S FRAMEWORKS

CHART NO 2.3

a N

SEITON

SHITSUKE
SEIKETSU

5S IS Methodology that is used in workplace across the world. The “55” name comes from the 5
Japanese words that make up the process. The five words are Seiri, Sieton, seiso, Seiketsu and Shitsuke.
Roughly translated these words stand for sort, set in order, shine, standardize, and sustain. They all
describe ways in which you can make the most of your workplace for maximum productivity. There is an

easy breakdown for each step so that you can make the most of this method in your business.

1. Sort(Organization):- Separate needed items from unneeded and eliminate the latter.

2. Setin order(orderliness):- Keep needed items in the correct place to allow easy and fast
retrieval.
Shine(cleanliness):- Keep the workplace swept and clean.

4. Standardize(standardized cleanup):- Creates a consistent approach with which tasks
and procedures are done.

5. Sustain(discipline):- Habit to maintain established processes.

SWOT ANALYSIS
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Strengths:

Skilled Manpower

Proper organization structure

Backward integration

Good quality System-1SO/IATF 16949

Good in-house testing facilities and well equipped laboratory
Open space available for diversification /Expansion of the business

YV V. V V V V V

Integrated own Foundry, shell making, R.C. sand and ADI units

Weakness:

Manpower not available for assembly parts with required competency
No marketing strategy developed for tapping new customers

No planning for outsourcing

More lead time for development

No defined accountability

Sharing process technology with visitors

YV V.V V V V V

Cost of shell mould casting is more

Opportunities:
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Strong technical team for new product/existing product development
Demand for finished parts is in increasing due to boom in industry
Export market has improved due to simplied govt regulations

Opportunity for developing austenitising process for cast iron and steel

YV V. V VYV V

Process optimization and process improvement to reduce overall waste

Threat:

» Loosing order of existing customer for quality issues
» Perception of customer not measured
» Sensitive price for new part

> Development of parts by competitors using low level technology
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ACHIEVEMENTS AND AWARDS

§ & CEPTWOHKAT # CERTIFICADD # CERTIFICAT B8

HEE + CEPTHOUKAT ¢ CERTIFICADO & CERTIFICAT |

2

Certified with IOS/TS 14001:2004 by TUV in2014.
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“0” ppm award from M/S Bosch Ltd. in their supplies to Bangalore Plant in the year 2005

Certificate

BOSCH

A il Te

Alhishek Alloys Private Limited

o the wvant of
Supplier Award - 2009
- s b

PR
Bt marr

“Supplier Award” by M/S Bosch Ltd. Bangalore in the year 2009
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——

“Casting Of the Year” award in 2014 at 62" Indian Foundry Congress held at Ahmedabad
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CHAPTER-3

THEORETICAL BACKGROUND

OUTLINE OF THE STUDY

The study of Ratio Analysis is very important. It involves the study of day-to-day affairs of
the company/organization. The motive behind the study is to develop an understanding about the
Ratio Analysis management in the running business organization and to help the company in
developing the efficient working capital management. Therefore it helps in future planning and

control decisions.

OBJECTIVES OF THE STUDY
The objectives of this study are:-

e To gain a valuable insight of the aspects of business operation.

e Comparative analysis of the performance.

e To analyze the future need of working capital in the organization.

e To achieve technological distinction and competitive edge.

e Assurance for continuous improvement in process, methods, productivity and quality.

e To increase employees mutual trust, respect and training.

SCOPE OF THE STUDY

The study is conducted at “ABHISHEK ALLOYS”, BELAGAVI for one month duration. The
study of working capital management is purely based on secondary data and all the information
and data is available within the company itself in the form of records. To get a proper
understanding of the concept, | have studied the balance sheets, profit and loss account. | have
gathered the information from the Management Representative of the company. So, the scope of
the study is limited up to the availability of official records and information provided by the

company .The study is related to the period of last three financial years. This study also includes
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an observation of different year’s working capital of ‘ABHISHEK ALLOYS’ and its financial

position.

RESEARCH METHODOLOGY

The term research refers to the systematic method consisting of enunciating the problem,
formulating a hypothesis, collecting the data, analyzing the facts and reaching the certain
conclusions either in the form of solution towards the concern problem or in certain

generalization for some theoretical formulation.

Research methodology is a way to solve systematically the research problem. It may be

understood as a science how research is done scientifically.

TIME PERIOD OF THE STUDY:

The study was undertaken during the four weeks from 8™ December 2018 to 7*" January 2019.

RESEARCH DESIGN:

Descriptive research procedure is used for describing the situation in the organization and

analytical research to analyze the result by using research tools.
DESCRIPTIVE RESEARCH:

Descriptive research, also known as statistical research, describes data and characteristics about
the population on phenomenon being studied. Descriptive research answers the questions who,

what, where, when, how etc.

In short, descriptive research deals with everything that can be counted and studied. But there are
always restrictions to that. Your research must have an impact to the lives of the people around
you. For example, finding the most frequent disease that affect the children of a town the reader
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of the research will know what to do to prevent that disease thus, more people will live a healthy
life.

DATA SOURCE AND DATA COLLECTION METHODS:
There are two types of data:

1) Primary Data
2) Secondary Data

PRIMARY DATA:

Primary data can be explained as information collected from sources such as personal interviews,
questionnaires or surveys, with a specific intention and on a specific subject and observation and
discussion by researcher himself/herself, which information is then assessed by that person. It is
a direct approach and, as it is tailored to a company’s particular needs, reveals apparently, much
needed information to that company which started the research; that is, the results are used for
the purpose for which they were originally intended. Data observed or collected directly from
first-hand experience is called primary data.

Primary data is information that you collect specifically for the purpose of your research
project. An advantage of primary data is that it is specifically tailored to your research needs. A
disadvantage is that it is expensive to obtain.

Here, it comprises of information obtained during discussion with the staff and the management

representative of the company.

SECONDARY DATA:

Secondary data is the information that is already available somewhere, whether it be in journals,

on the internet, in a company’s records, or on a larger scale, in corporate or government archives.
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Secondary data allows for comparison of several years worth of statistical information relating

to, for example, a sector of economy, where the information may be used to measure the effects
of change or whatever it is that is being researched.

Here the analysis is done on the basis of secondary data, which includes:

e Balance Sheet of the company

e Profit and loss A/C of the company

PURPOSE:

The purpose of this study is to properly analyze, understand and interpret the ratio of
ABHISHEK ALLOYS, BELAGAVI.

LIMITATIONS OF THE STUDY::
e Considerable shortage of time available resulted as a limiting factor.

The data available was related to last 3 years only
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CONCEPTUAL BACKGROUND

CONCEPTUAL BACKGROUND:

Financial ratios illuminate relationship between different features of business process. Ratios are
involved in the comparison of elements from a balance sheet or income statement, and are
crafted with particular facts of focus in mind. Ratios can provide business owners & managers
with a valuable instrument to measure their growth against programmed internal goals, a certain
opponent, or the overall industry. In other words tracking various ratios over the time is a
powerful way to classify trends as they grow. Banker, Shareholders, &Business analysis to
assess various qualities of a company’s financial strength or operating result also use ratios.

Financial ratios are determined by separating one number by another, and are generallystated as
a percentage. They allow business owners to study the relationship between seemingly unrelated
items & thus growth useful information for conclusion. Practically and financial statistics can be
matched with a small set of ratios order to identify where developments are needed.

Meaning:

Financial Ratio Analysis is the comparison and calculation of various ratios which are specified
from the information in a company’s financial accounts. The level &past trends of these ratios
can be used to make inference about a company’s financial situation, its process and
attractiveness as an investment.

The procedure is to identify the strength and weaknesses of company from the accessible
accounting data and financial accounts. The Analysis is prepared by properly establishing the
connection between the items of balance sheet and profit and loss account. A ratio can be defined
as the indication of two mathematical expression.

Definition:

v A Ratio may be defined as “The indicated quotient of mathematical expression” & as the
relationship between two or more things.

Limitation of Ratio:

e The ability of the firm to meet its current obligation.

e Ratio need to be compared with industry standard .this standard are net easily available.

e Number of financial statement limitations may affect the accuracy of Ratio analysis.

e Itisnot a additional for study of financial statement. It is a tool for measuring the
performance of the business.
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e Ratio analysis is based on gquantitative facts.
e Ratio analysis can only be used for comparison with other firm of the same size & type.

Benefits of Ratio:

It is necessary to analyse the company’s situation & monitor their performance by finding
different ratio. Below are the some benefits of Ratio analysis.

e Ratio helps to compare performance of the industry.

e It helps to forecasting purposes.

e It helps to know the weak spot of the industry.

e It helps to review the accounting information in a required industry.

e It helps to accomplish effective cooperation.

e |t benefits to reduce the wastage & inadequacies.

e Ratio analysis is an active instrument for computing the effective result of the industry.
e It offersprovision to the management to fix duties.

e It helps to business to take quick decision related to the industry.

e Ratio analysis control the process& resources of the industry.

Objectives of Ratio Analysis

e To know the region of the business which need more attention.

e To know about the possible areas which can be developed with effort in the chosen
direction.

e To provide a deeper study of the liquidity,profitability,efficiency and solvency level in
the business.

e To provide information for making cross-sectional analysis by relating the performance
with the best business standards.

e To provide information derived from financial statements useful for making projection
and estimates for the future.

Advantages of Ratio Analysis

The Ratio Analysis make us understand various problem areas as well as the bright spots of the
business. The understanding of problem areas help management take care of them in future. The
understanding of area which are working better helps you progress the situation further. If must
be emphasized that ratios are means to an end rather than the end in themselves. Their role is
essentially indicative and that of a whistle blower. There are many advantages derived from ratio
analysis. These are summer used as follows.

1. Helps to know efficiency of decision
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The ratio analysis helps you to know whether the business firm has taken the correct kind of
operating, investing and financing decisions. It indicates how they have helped in improving
the performance.

2. Simplify complex figures and establish contacts

Ratios helps in simplifying the complex accounting figures and bring out their contacts. They
help summarize the financial information successfully and asses the managerial efficiency,
earning capacity, firm's credit worthiness, etc.

3. Supportive in comparative analysis

The ratios are not be considered for one year only. When many years figures are kept side, they
help a great deal in exploring the movements visible in the industry. The information of trend
help in making projection about the industry which is very useful feature.

4. ldentification of problem areas

Ratios helps business in identifying the problem parts as well as the bright areas of the business
in identifying the problem areas would need more attention and bright areas will need polishing
to have still better results.

5. Enable SWOT analysis

Ratios help a great deal in clarifying the changes occurring in the business. The information of
change helps the management a great deal in understanding theopportunities&current threats
&allows business to do its own SWOT analysis.

6. Various relationships

Ratios helps relationships with certain bench marks to assess as to whether company's
performance is better or otherwise. For this purpose, liquidity, profitability, solvency, etc. of a
business, may be matched. (1) overa number of accounting periods with itself (2) with other
business enterprises and (3) with standards set for that business.

Classification of Ratios:
Financial Ratios are classified into four categories. They are as follows,

1. Liquidity Ratio.
2. Solvency Ratio.
3. Turnover Ratio.
4. Profitability Ratio.
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1. Liquidity Ratio:
Liquidity ratio measures the ability to see current obligations. Study of liquidity needs the
preparation of cash budgets & cash funds flow statements, but liquidity ratios by
founding other current assets to current obligations, provide a quick measure of liquidity.
There are three ratios are used while measure the liquidity ratios such as
a. Current Ratio
b. Quick Ratio

a) Current Ratio:
Current assets include cash & those assets that can be converted into cash within a
year. Current liabilities includes creditors, bills payable, accrued expenses that can be
payable within a year.
Current Ratio provides the connection between the current assets & current liabilities.
It benefits to measure the ability of the industry to meet its current obligations.
Current Ratio is always 2:1 which identifies current assets double the current
liabilities that is reflected to be reasonable. If the current assets will be greater than
the current liabilities that is the current Ratio is more liquid for the industry to pay its
commitments. If the liabilities are more than the current assets then it will be
challenging to pay obligation.

b)Quick Ratio:

Quick Ratio is also called as Acid-test ratio. A relationship between quick or liquid,
asset & liabilities.

The Quick Ratio is 1:1 when quick ratio is high the firm, liquidity position is well to
meet its obligation. When the quick ratio is low the liquidity position of the industry
is poor.

2. Solvency Ratio:
Solvency ratios benefits to determine a firm’s long-term solvency. It is used to evaluate
the long-term debt paying ability of the industry.
short-term solvency comes under liquidity & turnover ratio.Solvency ratio looks at the
businesses long-term financial strength to meet its obligations.
Liquidity Ratios are as follows
a. Debt to total funds ratio.
b. Proprietary ratio.

a. Debt to total funds ratio:
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The debt to total assets ratio shows how much of a business is owned by
creditors compared with how much of the company’s assets are owned by
shareholders.

b. Proprietary Ratio:
Proprietary ratio is also called as equity ratio of net worth to total asset ratio.
Proprietary ratio indicates the owner’s stake in the total asset of the firm. The low
ratio directs high risk. Greater the ratio the position of the firm concern is safe.

3. Activity Ratio or Turnover Ratio:
Activity Ratio are also referred as Turnover Ratio, Performance Ratio & Efficiency ratio.

These ratios are important support of financing ratio as they symbolized the speed at
which the sales are being made.
Types of turnover ratio:-

a. Debtor’s turnover ratio.
b. Fixed asset turnover ratio.

a. Debtors turnover ratio:
Debtor’s turnover ratio shows the relationship between sales & receivables. And
shows the numbers of times the receivable are turned over in the firm through the
period that is it show how debtors are converted into cash. Debtor’s turnover ratio as
also known as Receivable turnover.

b. Fixed asset turnover ratio:
Fixed assets turnover ratio shows the relationship between cost of goods sold & total
fixed assets. And shows the efficiency of properties. If the ratio is higher it specifies
that the firm has effectively utilized the fixed assets.

4. Profitability Ratio:
Profitability ratios are calculated to identify the result of the firm’s activities. Profitability
ratios provide the data about management performance in using the resources of the firm.
It can be restrained on the basis of capacity of profit margin of activity.
There are some profitability ratios are as follows

a. Gross profit ratio
b. Net profit ratio
c. Return on equity ratio.
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a. Gross profit ratio:
Gross profit ratio measures the margin on sales the company is achieving. It is
calculated by dividing gross profit by net sales. If the gross profit is higher the selling
price is increased & decrease in cost of goods sold. If the gross profit is low decline in
selling price &rise in cost of goods sold.

b. Net profit ratio:
Net profit measures the overall profitability of the firm. Net profit shows the
effectiveness of the management.
Net profit contain non-operating incomes like discount received, commission
received, interest on investment etc. profit shows the margin available after
subtracting operating expenses &subtracting cost of production & income taxfrom the
sales revenue. Greater the Net profit ratiogreater will be the performance of the firm

C. Return on equity ratio:

The return on equity ratio essentially measures the rate of return that the owners
of common stock of a company receive on their shareholdings.

CHAPTER-4
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DATA ANALYSIS AND INTERPRETATION

1. Current Ratio
Current Ratio = Current Assets/ Current Liabilities

Solution:

Year 2017-18 2018-19 2019-20

Current assets 971.02 906.06 780.29

Current liabilities 910.23 950.13 685.37

Current ratio 1.07 0.95 1.14

Current ratio

1.2

11

0.9
0.8 B Current ratio
0.7

0.6

0.5
2017-18 2018-19 2019-20

Interpretation:

The current ratio for the year 2017, 2018 and 2019 are 1.07, 0.95 and 1.14 respectively. The
ideal of current ratio is 1. And hence the following years with the ratios are ideal for the
company as they are not less than 1 and not more than 1.
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2. Quick Ratio

Quick Ratio = Quick assets / Quick liability

Solution:

Year

2017-18

2018-19

2019-20

Quick assets

808.95

714.37

556.35

Quick liability

910.23

950.13

685.37

Quick ratio

0.89

0.75

0.81

0.95
0.9
0.85
0.8
0.75
0.7

0.65
2017-18

Interpretation:

Quick Ratio

2018-19

2019-20

B Quick Ratio

The Quick ratio for the year 2017, 2018 and 2019 are 0.89, 0.75 and 0.81 respectively. The ideal
of quick ratio is 1:1. As the quick ratio is below 1:1 so the firm’s liquidity position is not good.
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Debt to total funds ratio=Debt

ABHISHEK ALLOYS PVT LTD.

Total funds
Solution:
Year 2017-18 2018-19 2019-20
Debt 910.23 950.13 685.37
Total funds 2330.56 4098.33 4800.83
Debt to total funds 0.39 0.23 0.14
ratio
Debt to total funds ratio
0.45
0.4
0.35
0.3
0.25
0.2
0.15
0.1
0.05
0
2017-18 2018-19 2019-20

M Debt to total funds ratio

Interpretation:

Debtor’s ratio is gradually decreasing over the years. There is slight fluctuation and ratio falls to
0.14 in 2019-20.But it is in the acceptable parameters.
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4. Proprietary Ratio

Proprietary ratio = Shareholders fund / Total assets

Solution:

Year 2017-18 2018-19 2019-20

Shareholders fund 2330.56 4098.33 4800.83

Total assets 4631.53 6059.99 6219.87

Proprietary ratio 0.50 0.67 0.77

Proprietary Ratio

0.9
0.8
0.7
0.6
0.5
0.4 M Proprietary Ratio
0.3
0.2

0.1

2017-18 2018-19 2019-20

Proprietary Ratio

Interpretation:

The proprietary ratio for the year 2017 to 2019 is 0.50, 0.67 and 0. 77 respectfully. The above
graph shows that the proprietary ratio is gradually increasing from last 3 years. Which shows
company is having a good financial position.
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5. Debtors turnover ratio

Debtor's turnover ratio = Total sales / Account receivable

Solution:
Year 2017-18 2018-19 2019-20
Total sales 3703.3 4415.45 3713.85
Account receivable 971.02 906.06 780.29
Debtors turnover 3.81 times 4.88 times 4.76 times
ratio
Debtors Turnover ratio

6

5

4

3

5 M Debtors Turnover ratio

1

0

2017-18 2018-19 2019-20

Debtors Turnover Ratio

Interpretation:

Debtor’s turnover ratio measures how many times receivables are collected during a particular
period the graph shows that the year 2017, 2018 and 2019 the ratios are 3.81, 4.88 and 4.76
respectively. It means the ratio is slowly increasing which shows the firms efficiency to recover
its debts are increasing.
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6. Fixed asset turnover ratio

Fixed assets turnover ratio = Net sales / Net fixed assets

Solution:
Year 2017-18 2018-19 2019-20
Net sales 3695.18 4400.89 3703.3
Net fixed assets 3535.18 4874.84 5116.7
FATR 1.05 0.90 10.72
Fixed Assets Turnover Ratio

1.06

1.05

1.04

1.03

1.02

1.01 M Fixed Assets Turnover Ratio

1

0.99

0.98

0.97

2017-18 2018-19 2019-20

Interpretation:

The above graph shows that the fixed assets turnover ratio is decreasing from last 3 years that
shows that the fixed assets are not entirely used and the excess investment in fixed assets is not
justified.
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7. Gross profit ratio

Gross profit ratio = Gross profit / Net sales x 100

Solution:

Year 2017-18 3018-19 2019-20
Gross profit 449.22 395.27 467.67
Net sales 3695.18 4500.89 3703.3
Gross profit ratio 12.15% 8.98% 12.62%

Gross profit ratio
14.00%
12.00%
10.00%
8.00%
6.00% M Gross profit ratio
4.00%

2.00%

0.00%
2017-18 2018-19 2019-20

Interpretation:

This ratio measures the profitability of the company. The above graph shows that the gross profit
of the company is average. In the year 2018, gross profit was low when compared to two years.
It is because of high competition as due to increase in direct expenses.

8. Net profit ratio
Net profit ratio = Net profit / Net sales x 100
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Solution:
Year 2017-18 2018-19 2019-20
Net profit 176.36 138 231.79
Net sales 3695.18 4400.89 3703.3
Net profit ratio 4.77% 3.14% 6.25%

Net Profit Ratio

»

H Net Profit Ratio

w

N

[ERN

2017-18 2018-19 2019-20

Interpretation:

Net profit measures the overall profitability of the firm. Net profit shows the effectiveness of the
management. This ratio shows that the profitability of the firm is low. Because the ideal of this
ratio is

10% is consider to be average
20% is consider to be good and

5% consider to be low.

9. Return on equity ratio

Return on equity ratio= PAT x 100
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Shareholders funds

Solution:
Year 2017-18 2018-19 2020-21
PAT 176.36 138 231.79
Shareholders funds | 84 84 84
Re_turn on equity 2.09 1.64 2.75
ratio
Return on equity ratio
3
2.5
2
1.5
1
0.5

2017-18 2018-19 2019-20

Ml Return on equity ratio

Interpretation:

In the year 2017-18 the ROE is 2.09, 2018-19 the ROE is 1.64 and in the year 2020-21the
ROE is 2.75 respectively it is in the acceptable parameter. The return on equity should be high
so that it can have higher value of shares.
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Chapter 5
Findings, Suggestions and Conclusion

Findings

» Itis found that quick ratio of the company is unsatisfactory it is not as per the norms1:1.

> Fixed assets are not entirely used it is showing fixed assets turnover ratio is decreasing
from last 3years.

» Debt to total funds ratio is decreasing.

Gross profit ratio is has decreased in the year2019-20.

> Net profit of the company is low in the year 2018-19.

Y
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Suggestions

As a quick ratio is below 1:1 so the firms liquidity position can be improved by reducing
overhead.

Fixed asset turnover ratio can be increased by reducing inventory.

As it is showing that the debt to total funds ratio is decreasing the company can improve
by issuing new or additional shares to increase its cash flow.

| suggest the company to increase gross profit by having proper check on manufacturing
process of the plant and increase production.

Net profit of the company is low company can improve its net profit by increasing sales.

YV VYV VY

Y
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Conclusion

The Ratio Analysis study provides an overall view of companies liquidity position and its
performance. Ratio Analysis plays a significant role in the company.

The project of ratio analysis in the manufacturing concern is not merely a work of the project.
But a brief knowledge and experience of that how to analyse the financial performance of the
company. Through the study | gained theoretical knowledge & practical skills.

This study was beneficial as it helped me increase my practical knowledge.
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APPENDIX
FINANCIAL STATEMENT

Profit & Loss Account (Amounts in lakhs Rs.)

PARTICULARS 2017-18 2018-19 2019-20

Net sales 3695.18 4400.89 3703.3

Add increase in

Add other income 8.79 14.56 10.55

Total 3703.98 4415.45 3713.85
Raw material 1310.37 1587.46 1063.73
Consumable 101.7 224.97 175.46
Power (only) 452.01 524.52 494.45
Employees cost 858.68 1023.97 928.09
Manufacturing 372 443.89 357.54
Depreciation 160 215.37 226.96
Sub total 3254.76 4020.18 3246.16
Gross total 449.22 395.27 467.67
Admin & Selling expenses 158.64 138.79 169.93
Cost of finance 64.22 65.31 65.97

Sub total 222.86 204.1 235.9

Operating expenses 226.36 191.17 231.79

Add extra ordinary

Operating profit 226.36 191.17 231.79

Provision for tax 50 53.17

Provision for

Net profit after tax 176.36 138 231.79

cash generation
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Balance sheet (Amounts in lakhs Rs.)

PARTICULARS 2017-18 2018-19 2019-20
Share capital 84 84 84
Reserve & Surplus

Capital revenue

Depreciationreserves& general 2631.11 3989 4541.08
Secured loan

Term loan 543.7 455.14 359.07
Cash credit 245.16 337.85 278.68
Deferred tax liability 217.33 242.96

Unsecured loan

C.S.T Payable /Vat 271.67
Current liabilities

Sundry creditors 627.36 593.54 480.31
Other liabilities & provision 232.87 310.59 205.06
Provision for taxable 50 46

Total liabilities 4631.53 6059.99 6219.87
ASSETS

Gross block 3263.7 4672.78 4819.31
Investments 13.26 417.43 524.35
Current assets

Closing stock 162.07 191.69 223.94
Sundry debtors 800.58 702.63 550.79
Cash & bank balance 8.37 11.74 5.56
Loans & Advances 383.55 63.72 95.92
Total assets 4631.53 6059.99 6219.87
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PART -1
INTRODUCTION

RPD COLLEGE OF ARTS AND COMMERCE (BBA DEPT) BELAGAVI Page 7




SHRI SOMESHWAR SAHAKARI SAKKARE KARKHANE NIYAMITH

EXECUTIVE SUMMERY

Financial statements provide summarized view of financial position and operation of
the company. Many parties are interested in financial statement analysis to know about the
financial position of the firm. They include investors, creditors, lenders, suppliers etc. ratio
analysis is the widely used tool of financial analyses. It is the systematic use of ratio to
interpret the financial statements so that the strengths and weakness of a firm is determined.

Title:

To study the INVENTORY MANAGEMENT of SHREE SOMESHWAR SAHAKARI
SAKKARE KARKANE NIYAMITH BAILHONGAL.

Project consists of analysis of financial performance on the bases of financial ratios. The
study will reveal the financial performance of the firm which enables the management to
know their financial strengths of the firm to make their best use. Study will also help to spot
out financial weakness of the firm if any and to take suitable corrective action.

Miss .JYOTI KAROSHI
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OBJECTIVE OF THE STUDY

The main objectives of the study are-

To understand various techniques of inventory management and its control.

To study the effectiveness of inventory management through various techniques.

To analysed the function producers in inventory management.

To make a comparative study of inventory management in last three years using
inventory ratio techniques.

VVVY
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METHODOLOGY

Data Collection Methods
The data collection is basically classified into two types. They are:

e Primary Data

e Secondary Data
Primary Data: The primary data was collected through interaction with the HR Manager,
Finance Manager and others in the organization. Some of the primary data collection methods

used during the study are:

e Discussions

e Interviews

e Observations
Secondary Data: This study includes data which recorded by the organization and other
research studies conducted till date. Some of the available materials used during this study

are as follows:

e Annual reports of last three years
e Profit and loss statements
e Balance sheets

Measurement tools

e Accounting ratios

e Financial statement of company
Significance of the study

e The study focuses on the financial statements of organization. This will help the
Board of Directors to consider some of the key aspects for their decision making.

e Ratios give the finance managers an overview of the financial health of the
organization.

e This study provides a clear picture to the shareholders about the financial position of
the organization.

e This study can be used to convince the stakeholders.
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The Indian sugar industry is a key driver of rural development, supporting India’s economic
growth. The industry is inclusive supporting over 50 million farmers and their families, along
with workers and entrepreneurs of almost 500mills, apart from a host of wholesalers and

distributors spread across the country.
The sector also has a significant standing in the global sugar space. The Indian

The advent of modern sugar processing industry in Idea began in 1930 with grant
of tariff protection to the Indian sugar industry. The number of sugar mills increased from 30
in the year 1930- 31 to the year 1935-36 and the production during the same period increased
from 1.20 lakhs tones to 9.34 lakhs tones under the dynamic leadership of the private sector.
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About Sugar Industry In India

Sugar consumption rate is highest in India as shown in the statistics received
from USDA Foreign Agricultural Service. However, as per production is concerned, India

has notched up 2" position following Brazil, the largest sugar producer in the world.

.The Indian sugar industry uses sugarcane in the production of sugar and hence maximum
number of the companies is likely to be found in the sugarcane growing states of India
including Uttar Pradesh, Maharashtra. Gujarat, Tamil Nadu Karnataka and Andhra Pradesh.
Uttar Pradesh alone accounts for 24% of the overall sugar production in the nation and

Maharashtra’s contribution can be totaled to 20%
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PRODUCT PROFILE:

SUGAR:

The sugar produced in SSSSKN Co-operative sugar factory is both refined confirming to
ECII grade with negligible sulphur content as well as plantation grade white sugar. The ECII
grade sugar meets the European standards of refined sugar (Color of less then 45 1U). Sugar
is a sweet, white or brown, usually crystalline substance obtained mainly from sugar cane or

sugar beets and used commonly in food products. Sugar means something sweet in from of

taste.

By products:
e Bagasses
e Molasses

e And press mund

Sugarcane:

SUGAR

Indian cane power limited producing plantation white crystal sugar in
three grades m-30 and s-30, which is tallied with sugar standard by national sugar institute

every year. The sugar grades- STANDERDS are classified on the basis PF size of sugar grain
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(crystal)and color as per SUGAR specification 1S:5982-1970. Sugar packed in 50 kg pp bags
and 100 kg “A” twill gunny bags are transported to various parts of the country and world
wide for direct consumption. The principal portion of sugar sold within India is losses and

packaged.

1. bagasses:

Biogases are a fibrous residue of cane stalk that is obtained after crushing an extraction of
juice. It consists of water, fibber and relatively small quantities’ of solids, the composition of
biogases various based on the variety of sugarcane, maturity of sugarcane, method of

harvesting and efficiency of the sugar mill. The usual biogases composition is given bellow.

Biogas is usually as a combustible in the furnaces to produce steam, which in term
is used to generate power. It is also used as raw material of production of paper and
feedstock for cattle

2) Molasses:

Molasses is the final effluent obtained in the preparation of sugar by repeated crystallization.
It still contains some quantity of sugar, but this sugar can not be extracted by usual
technology. It is the end product from a refining process carried out to yield sugar. Sucrose
and invert sugar constitute a major portion (40%-60%) of molasses. The yield of molasses

per ton of sugarcane varies in ranges of 3.5%to 4.5%.
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3. Press mud:

Press mud is given to farmers to use fertilizer to grow sufferance at a low cost. It is
prepared by the remaining by product after the production of sugar.

-

SERVICES RENDERED BY THE COMPANY:

X Apart from the producing both these products, Shri Someshwar Sahakari Sakkare
Karkhane Niyamit, Bailhongal is rendering valuable services to their growing
members.

X providing information to the growers which enable to develop the quality of cane
which is helpful to the factory as well as farmers or cane growers.
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COMAPANY PROFILE

NAME Shri  Someshwar Sahakari Sakkare Kharakhan
Niyamita, Bailhongal (SSSSKN)

Chairman Shri: Guruputrappa M. Hosamani

Address Siddhasamudra Dharwad Road Belawadi-591102
Phone No 08288-223551

Fax No 08288-223541

Website Www.someshwarsugars.com

Type of Industry Sugar production Industry

Year of Establishment 24" Aug.1993

Company Register No DSK/LGL/RGL/14/93-94

Bankers NCDC New Delhi.

B.D.C.C Bank Ltd. Belgaum
K.S.C.Apex Bank Ltd.Bangalore.
SCDCC Bank Mangalore
Bellary D.C.C Bank Hospet
Reddi Sahakari Bank Dharwad

Maharashtra Co-Operative Bank Belagavi
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NATURE OF THE BUSINESS CARRIED:

Shri Someshwar SSKN, Bailhongal is in the business of sugar production. As factory is
situated near to Belavadi village where all necessary facilities like transport, water, labour
etc. are available.

The factory produces sugar and by products like Biogases, Molasses and press mud. The

factory is also giving many facilities to the farmers for the development of sugar cane.

VISION

“The company‘s vision is to become the most efficient processor of sugar and the largest

marketer of sugar its allied products in the country”.

MISSION

“Its mission meeting these objectives is to expand its installed capacity, achieve end-to-end
integration for all the plant to improve margins and reduce cyclicality of business, achieve
greater raw material security, increase its focus of corporate and high value customers to

reduce price-risk in sugar by hedging.
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OBJECTIVES OF ORGANIZATION

» To encourage self help, thrift and co-operation amongst members.

» To acquire lands, either by way of sale, lease or otherwise for cultivation of
sugarcane and other crops and for creation of building, machinery etc.

» To inculcate amongst members, improved modern methods of agriculture and
cultivation of sugar cane and to supply seeds, material, manure implements etc., for
growing sugar cane and other crops and to promote agriculture, Agro industries
education for the well being of the members.

» To manufacture sugar, jiggery and others by products out of sugar cane grown and
supplied by members of the society and others and to sell the same to the best
advantage.

» To encourage raising food and cash crops in the area where sugar cane is not grown.

Shree Someshwar Sahakari Sakkare Karkhane registered as a co-operative society on 24"
August 1993, Under the Karnataka co-operative societies Act 1959. The main purpose is to
help sugar cane growers by way of purchasing sugar cane in this area. Shri Someshwar
Sahakari Sakkare Karkhane Niyamit (SSSSKN) proposed plant capacity is 2500 TCD at
village Siddasamudra, Bailhongaltaluk, for the manufacture of white an installed capacity

12MW surplus power.

The estimated cost of this project is Rs-76.10 crore, is proposed to by financed by way of
share capital — Rs-287.85 crore. Currently, the factory has around 25000 members, most of
whom are cane growers in and around Bailhongal. Average production of sugar is around

3,00,000 metric tons per year.
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PRESENT BOARD OF DIRECTORS

S.NO Name Designation
01 Shri: Guruputrappa M. Hosamani Chairman
02 Shri: Parisappa P. Bhavi Vice Chairman
03 Shri: Basavaraj R. Balekundaragi Director
04 Shri: Mallikarjun M. Gulappanavar Director
05 Shri: Ashok M. Balekundaragi Director
06 Shri: Appurai S. Rudrapur Director
07 Shri: Mahabaleshwar B. Kudasomannavar Director
08 Shri: Basavaraj C. Mokashi Director
09 Shri: Madiwalappa A. Angadi Director
10 Shri: Gangappa Y. Baramannavar Director
11 Shri: Sabhimaseppa H. Ambadagatti Director
12 Shri: Kamala S. Awakkanavar Director
13 Shri: Kasturi B. Somanatti Director
14 Shri: Adrushappa D. Kotabagi Director
15 Shri: Mallappa G.Murgod Director
16 Shri: Shrikar K. Kulkarni Director
17 Shri: Pradeep S. Vannur Director
18 Shri: Ashok Bommannavar Managing

Director
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AREA OF OPERATION:

The company is operating is only one branch.

MANAGING DIRECTOR:

%+ Managing Director shall be the officer of the factory to sue or be sued on behalf of
the factory.

% To supervise day-to-day administration of the society.

% He shall be the public Relation Officer of the factory.

% To sanction expenditure on establishment, purchase of stores and other contingent

expenditure.
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LIST OF SUGAR INDUSTRIES IN BELAGAVI DISTRIC

Shree Someshwar Sahakari Sakkare Karkhane Niyamita Belwadi
Shree Renuka Sugars. Ltd. Munavalli
Shivashakti Sugar Ltd. Raibag
Satish Sugars Ltd. Gokak
Parrys Sugar Industries Ltd. Ramdurg
The Ghataprabha Sahakhari Sakkare Karkhane Niyamit Gokak
Laila Sugar Ltd. Khanapur
Shree Halasidhanath Sahakari Sakkare Karkhana Ltd. Nipani
Shree Doodhanganga Krishna S.S.K Niyamit Chikodi
Markndeya co.op.sugar mills Ltd. Kakati
Athani Sugars Ltd. Navalihal
Shree Renuka Sugars Ltd. Kolavi
The Krishna Sahakari Sakkare Karkhana Niyamit Athani
Vishwanath Sugars Ltd. Hukeri
The ugar sugar works Ltd. Ugarkhurd Belgaum
Inamdar Sugars Soundatti
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COMPETITORS INFORMATION:

Someshwar Sahakari Sakkare Karkhane Niyamit is having many tough competitors

they are divided in region wise.

The following are the region wise competitors for shri Someshwar Sakkare Karkhane

Niyamita-

% The Godavari Sugars Ltd. Sameerwadi

% The Ugar Sugar Works Ltd. Ugar (Belgaum Dist.)

% DKSSK, Chikkodi (Belgaum Dist.)

% HSSK, Sankeshwar (Belgaum Dist.)

% Shree Renukha Sugars Ltd. Munavalli (Belgaum Dist.)
% Katti Sugars Ltd (Belgaum Dist)

¢ Rani Sugars Ltd (Belgaum Dist.)
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INFRASTRUCTURAL FACILITIES:

e Nearer to raw materials:

The company getting the raw materials supplies from farmers within 25kms.lIt
helps to company in reducing the cost of transportation.

e Good factory building:
The company is having good factory building with big storage
capacity it helping to company store large number of sugar bags.

e (Good transportation facilities:

The company is situated near the National Highway-4 it helping
to company deliver the goods easily with minimum cost.

e Nearer to river place (Malaprabha River):
One of the important resources for production of sugar is water
the company easily getting the water because of the factory is very near to the
Malaprabha River.
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ORGANIZATIONAL STRUCTURE

[ CHAIRMAN }
[ Vice chairman ]
) v
Board of Directors and managing Director 1
.
Admini [ Stores Dept.
strative v

Dept.

Mechan
ical
Dept.

[ Purchase Dept. ]
Human

Resource
Dept.

A 4 A 4

Sugar cane Production v
Dept. Dept. [ Sales Dept. }
v
v Finance
Cane Dept. Dept.
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Business Level Functions and Processes

ADMINISTARTIVE DEPARTMENT

MANAGING DIRECTOR

Chief

Engineer

v
Chief Accounts

Officer

Chief chemis‘

<«

Civil Engineer

Medical
officer

Senig,

DI

Instr

umentation

Engineer

FUNCTIONS AND RESPONSBILITIES OF ADMINISTRATIVE

SECTION:
1) To form various sections of the factory for its smooth functioning.
2) To establish goals for each department.
3) Allotment of authority and responsibility to each individual worker.
4) To take timely decision about various activities.
5) To issue instructions-directions and give general guidance to the staff.
6) To provide and maintain disciplinary actions.
7) To look the service matters of employees.
8) To plan day-to-day activates and put policies in effect with the objectives.
9) To review the performance of each section and to take necessary actions, if required.
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SUGAR CANE DEPARTMENT

Departmental chart:

Chief cane Development officer

Asst. cane Devllopment Officer

|

Cane Yard Supervisor

Field Assist

(Lerks

FUNCTIONS OF THE CANE DEVELOPMENT OFFICER

1. To procure good quality of sugar cane in proper time.

2. To make arrangement to bring the sugar cane within 24 Hrs after its cutting because
after 24 Hrs sucrose is converted into glucose.

3. The department acts as link between farmers and factory and management so it plays
a very important role for running the factory.
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SALES DEPARTMENT
Departmental Chart

| oms
o
l ' l

| |

The sugar release order is also published in the central Govt. website
www.fcamin.nic.in

Central Govt. issues the release order of the quantity to be sold in first batch as
well as quantity in second batch based on the sugar production report from the factory
on monthly basis if the specified quantity of sugar is sold within 15 days of time un
sold sugar is converted as levy sugar is then sold to govt. There are two types of sugar
produced M-30 and S-30. Excise duty, cuss and educational cuss for sales, is paid to
Govt. There are two godowns to store the sugar. SSSSKN has already constructed one
Sugar Godowan (40m x 80m) with an aggregate storage capacity for 2 lakh qtls of
sugar and also proposed to construct one more sugar Godown with a storage capacity
of 2 lakh qtls of sugar. The firm will make two types sale.

1.  Levysale 2.  Free Market Sale
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PRODUCTION DEPARTMENT

Departmental Chart:

Chief chemist

Manufacturing chemist : J’
Lab in charge
v . (
[ Lab chemist 1 Pan in charge
[ Pan mlan 1 Lab boys
| '
[ Centrifuial operator ] [ Sample boys
l [ Clerks with computer
[ Sugar house clerks 1

Manufacturing of sugar:

The Directors shall draw up a programme of sugar cane cultivation within the
area of operation and assign such cultivation to growing Members.

Every members has been assigned an area for growing sugar cane crop shall enter
into the society at such rates and at such places or may be fixed by Board of directors from
time to time. And smooth production process.
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FINANCIAL (ACCOUNTS) SECTION:
Departmental Chart:

Secretary

!

Accounts officer

!

Accountant

!

Assistant accountant

'

Cashier

RPD COLLEGE OF ARTS AND COMMERCE (BBA DEPT) BELAGAVI Page 29




SHRI SOMESHWAR SAHAKARI SAKKARE KARKHANE NIYAMITH

Accounts maintaining by the general office and A/C section.

1. individual ledger Accounts.
2. Balance Sheet.

3. Profit and Loss Account.
4. Trading Account.

5. Cash Account

12% of Basic Salary is paid by employee towards P.F contribution.12% of profit
it’s paid by the Factory towards P F contribution. The Entry Tax @ 2% on the
value of goods purchased for production will be paid by the factory to the
concerned department.

Human Resource Department-Human Resource Manager

+* Recruitment of Employees

*

/ . . .

** Induction orientation

/) ..

%* Training and Development

R/ .
** Employee welfare activities

Sales Department-Sales Manager

7/ . . .
** Delivering the sugar on time

/
** Open market sales

\J/ . . ey
** Managing sales activities

TIME OFFICE SECTION

Departmental Chart:

[ Head Time Keeper }

[ Time Keeper ] [ Attainder
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Daily routine works involved in the time office:

wn e

Recording the attendance of all employees in the master roll.

Leave entries in the attendance register and leave register.

Compensatory off entries to be made in attendance register, maintaining Attendance
though master Register.

Employees out going register (out word gate pass) Verification of out ward gate pass
and enter the time in the punching cards.

Out stationed on Duty shift verification and entry in the attendance register and
pouching cards.

Preparation of absenteeism report and sending the same to all on concerned
department heads.

Time Table
1%t Shift—6 a.m To 2 p.m

2" Shift -2 p.m To 10 p.m

3" Shift -10 p.m To 6 a.m

General Shift 8-30 a.m To 5-30 a.m

Lunch Break —1p. m To 2 p.m

Employment

Procedure to be followed while joining of an employee

Personal Data along with photo

Xerox copies of all testimonials.
Candidate, Medical and Fitness Certificate.
Joining Report

All type restinctional qualities of employee to enter into the company.
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Procedure to be followed while leaving of an Employee

¢ Resignation letter to be taken from employee.
e No Dues Certificate.
e Receiving letter to be given to Employee

e Experience certificate is to provide to an Employee.

Employee can appointed as following three categories.

EMPLOYMENT

Permanent } [ Seasonal 1 [ Trainee

WORKSHOP SECTION
Departmental Chart:

Workshop Engineer

A 4

Workshop filter

Turners

Mechanist

v
Helpers

The main function of workshop is to make repairs of machineries and replacement of wan-out
part etc.
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SWOT ANALYSIS
SWOT analysis means Strengths, Weakness, Opportunities and Threats. Strengths are the

internal, positive characteristics that the company possesses. One should look at these
competitive advantages. Weaknesses are internal as well as negative aspects of the company
and indicate competitive vulnerabilities. These should be distinguished from problems in that
immediate collapse is not likely. Opportunities are external and provide areas of growth or

improvement of the company. Threats are external to the company and action is required.

STRENGTHS:

X Factory has its own Diesel bunk.

X Co-generation scheme now factory have 2500TCD Crushing capacity
X8 Availability of high recovery and yield of sugarcane

+%* Modern equipment and machinery.

+$* Basic industry to agriculture.

+* Good source of raw material

*$* Well defined infrastructure for better market connectivity.

WEAKNESS:

4

L)

*

Lower compensation for employees compared to other organization.

D)

e

*%

High cost of production

e

*%

No control on minimizing the losses during the process.

S

*%

Factory is not an ISO certified.

X/
’0

D)

Lack of Research and development
+* Seasonal production
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OPPORTUNITIES:

X Scope to improve the profitability.
o International Issue certificate to take loan.

** Government Issue certificate to take loan.
Scope to setup the Green field projects.

+%* It can start its own paper mill by using baggage in future after improvement
of financial position.

J/ . .
** Innovation of production range.

THREATS:

+$* Advancement of technology and changing job profile.
X Huge competition

/ - . .
** Government control over fixing up of saleable sugar and its free sale in
domestic as well as in international market

RPD COLLEGE OF ARTS AND COMMERCE (BBA DEPT) BELAGAVI Page 34




SHRI SOMESHWAR SAHAKARI SAKKARE KARKHANE NIYAMITH

PART -2
INVENTORY MANAGEMENT
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INVENTORY MANAGEMENT

Meaning of Inventory:

Inventories refer to the stock of raw materials held for use in manufacturing
process and finished goods held for sales. Thus the term inventory refers to the stock of

raw materials, work- in- process, finished goods and supplies.
Components or forms of Inventory:

The various forms in which inventories exist in a manufacturing company are:

¢ Raw materials
¢ Work-in-process
+ Finished goods
.

Stores and spares

Raw Materials are the basic inputs that are converted into finished goods through
manufacturing process. Thus, raw materials are inputs which have not yet been
committed to production but are held in stock for future production. Adequacy of raw

materials is essential to ensure uninterrupted production.

Work-in-process refers to raw materials in the production process but has not yet been
completed. In short, it refers to semi-finished goods. They represent goods that need

some more work on them before they become finished goods.

Finished goods are completed manufacturing goods which are ready for sales. In case
of a manufacturing firm, they are the final out of the manufacturing process. In case of

wholesalers and retailers, they are generally referred to as merchandise inventory.

Consumables stores or suppliers are materials which helps production process to run
smoothly. For example, soap, brooms, oil, fuel, rags, etc. These materials do not
directly enter production, but are necessary for production process. As the investment
in them is not significant, a sophisticated system of inventory control may not be

maintained for them.

Stock of raw materials and work-in-process facilitate production while stock of

finished goods is required for smooth marketing operation.
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MOTIVES FOR HOLDING INVENTORY:

Following are the three basic motives for holding inventories:

1. Transaction Motive
2. Precautionary Motive
3. Speculative Motive

1. Transaction Motive:

Where an enterprise maintains inventories to facilitate smooth production and sales
operations, it is called transaction motive. A firm should have adequate stock of raw
materials to ensure uninterrupted production. It should hold adequate finished goods

to ensure smooth sales operations.

2. Precautionary Motive:

Where an enterprise holds inventories to product itself against the risk of unexpected
changes in demand and supply forces, it is called precautionary motive. A firm has to
guard itself against sudden increase in demand for finished goods or sudden decrease

in supply of raw materials.
3. Speculative Motive:

Where an enterprise holds inventories to take advantages of changes in prices, it is
called speculative motive. Accordingly, a firm may take decision to increase or reduce
inventory levels to take advantages of prices of raw materials are likely to increase
steeply, the enterprise may decide to purchase and hold more inventories at present

price.
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INVENTORY MANAGEMENT:

Inventory management may be defined as proper planning and controlling of raw

materials, finished goods, and stores materials for efficient production and ultimate

selling. It includes the following activities:

Determination of inventory to be carried
Fixing the time schedule

Determination minimum stock levels
Methods of purchasing

Methods of storing

Methods of issuing to production department
Disbursing, storing materials

Assigning Inventory control responsibilities

A .OBJECTIVES OF INVENTORY MANAGEMENT:

The operational objective of inventory management is maintain adequate inventory

to facilitate uninterrupted production and smooth sales function. The financial

objective of inventory management is to minimize the investment in inventory and

reduce inventory carrying cost. An efficient inventory management should have the

following objectives:

1)

2)

3)
4)
5)
6)
7)
8)
9)

To ensure the timely supply of raw materials and supplies in adequate
quantity to facilitate uninterrupted.

To ensure adequate stock of finished goods to facilitate smooth sales
operations.

To avoid both excess stocking and inadequate stocking of inventory.

To maintain investment in inventories at the optimum

To keep materials cost at minimum

To utilize available storage space economically

To minimize investment in inventories and inventory carrying cost.

To obtain benefits of large scale buying

To properly organize inventory departments
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B .NEED FOR OPTIMUM LEVEL OF INVENTORY

Investment in inventory should be sufficient to support the production and sales
operations. Both excess and adequate inventories are not desirable. Hence, an

optimum level of inventory should be maintained.

Optimum level of inventory is that level of inventory where the total of ordering

cost and carrying cost is the minimum.
The major dangers of excess or over-investment in inventories are:

1) Unnecessary blocking of founds in inventory

2) Excessive carrying cost.

3) Loss of liquidity.

4) Loss due to physical deterioration of inventories due to passage of time or
mishandling.

5) Loss of profit.

The major dangers of inadequate investment in inventories are:

1) Production stoppage
2) Failure to meet delivery commitments

3) Loss of goodwill

C .COST OF HOLDING INVENTORY:

Cost of inventory in the sum total of ordering costs and carrying costs.

Ordering cost or acquisition costs: Ordering cost is the fixed cost incurred for placing an

order till the receipt of the inventory. It includes the following:

e Cost of requisitioning raw materials
e Cost of preparing purchase order

e Cost of reminders to the supplier

e Cost of transportation

e Cost of unloading at the premises

e Cost of inspection and receiving

e Cost of storing
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Ordering cost is fixed per order irrespective of the quantity of raw materials ordered. It
increases in direct proportion of the quantity of raw materials orders placed. If orders are
placed more frequently, the number of order will be more and accordingly the cost of
ordering will be more. If the firm places few orders, the ordering cost will be less.

Carrying cost: Carrying cost is the variable cost per unit of holding an item in inventory for
a specified time period. It includes the following:

e Cost of storing like maintenance of building, building insurance, warehouse
charges, store room utilities, etc

e Cost of capital, i.e. interest on funds blocked in inventories

e Cost of obsolescence and deterioration

e Cost of maintaining staff

These are costs incurred for maintaining a give level of inventory. The carrying costs and the
inventory size are positively related and move in the same direction. If the level of inventory
increases, the carrying costs also increase. On the contrary, if the level of inventory

decreases, the carrying costs also decreases.

BENEFITS OF HOLDING INVENTORY:

The benefits of maintaining adequate are as follows.

1. It facilitates economics in purchasing. The firm can place bulk orders for purchases
and avail of discount thereby reducing the cost of materials.

2. The firm can be assured of continuous and smooth production thereby avoiding
costly interruptions in operations.

3. The stock of finished goods facilitates smooth sales operations. There is no risk
lost sales. The increasing demand of customer is met easily and there is no loss of

customer goodwill.
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RISKS ASSOCIATED WITH INVENTORIES:

Risk in inventories refers to the possibilities that inventories cannot be turned over into

cash through normal sales without loss of time and money.
Following are some of the risks associated with carrying inventories:

1. Risk of price decline:

Price decline is due to operation of demand and supply forces in the market. On the
supply side, supply may be more than the demand due to introduction of a new
competition product, price cutting by the competitors etc, As a result, price may decline.
On the demand side, a general decline in demand, supply remaining the same, may cause
a decline in price. Changes in demand may be due to change in consumer income, habits,

tastes, preferences etc.

2. Risk of product deterioration:

It refers to decline the quality of the product due to elapse of time or storing under

improper conditions. It is very difficult to sell the deteriorated products.

3. Risk of obsolescence:

This refers to product becoming obsolete. This may be due to change in customers taste,
new production technique, improvements in the product design, specifications, etc.

D.TOOLS AND TECHNIQUES OF INVENTORY MANAGEMENT:

Inventory management aims at maintaining adequate inventories to ensure smooth
production and sales activities. Further, it aims at keeping the inventory cost at the
minimum. To achieve these goals, a firms adopted different tools and techniques to

manage its inventories.

The following inventory management tools techniques are generally used to exercise

better control over the inventories.

1. Determination of stock levels
2. Fixing f Economic Ordering Quantity

3. Perpetual Inventory System
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ABC Analysis
Just In Time Approach
Material or Inventory Turnover Ratio
Other techniques:
e VED Analysis
e FSN Analysis
e HML Analysis
e SDE Analysi

1. Determination of Stock Levels

The following are different levels of stock which a firm fixes to ensure steady supply of

adequate materials as and when required.

a.
b.

o o

Maximum stock level
Minimum stock level
Re-order level
Danger level

Safety level

Maximum stock level:

It is that level of stock beyond which a firm should not maintain the stock. If the quantity

exceeds maximum level it is called overstocking. Over stocking of inventories is

associated with blocking of more funds in inventory, excess carrying cost, wastage, theft,

pilferage, etc., which in turn results in high material cost.

The maximum level is ascertained as follows:

Maximum = Reorder+ Reorder- [ minimum * Minimum Reorder

Level

Level Quantity Consumption Period]
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The factors which determine the maximum level are availability of funds for purchase of
raw material, availability of space for storing, maximum requirement of materials at a

given point of time and nature of the material.

Minimum stock level:

It is that level of stock that must be compulsorily maintained always for smooth flow of
production. It is the lowest possible quantity of materials to be held in hand at all times. If
stocks are less than minimum level it is called under- stocking. Under-stocking of
inventories is associated with stoppage of production and less of sales.

Minimum level is ascertained as follows

Minimum Level= Reorder Level-[Normal consumption*Average Reorder
Period]

The factors which determine the minimum level are nature of the materials, rate of

consumption and the maximum time required to obtain the materials once ordered.
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Re-order Level or Re-order point:

It is that level of inventory at which the firm should place an order to replenish the
inventory. That is, at re-order level the firm should place an order with the supplier for

materials. It lies between the maximum level and the minimum level.

Re-order level is ascertained as follow.

Re-order Level= Maximum consumption* Maximum Reorder Period

OR

Re-order Level=Minimum Level+[Average Consumption* Normal Lead Time]

Reorder level is compute by using the following formula when safety stock is maintained.

Reorder Level= Lead Time* Average Usage+ Safety stock

Danger Level:

It is that level of stock below which the materials should not fall in any situation. It lies
below the minimum level. When the stock reaches this level it will interrupt the
production. Hence, materials have to be purchased urgently so as to avoid the stoppage of

production.
Danger level is ascertained as follows.

Danger Level= Min Rate of consumption* Emergency Delivery Period
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Safety stock or Buffer stock or Cushion stock:

Safety stock is that stock of inventory which is maintained to meet unanticipated increase
in usages of inventory. The usages of inventory cannot be forecasted perfectly. It
fluctuates over a period of time, the demand for materials may fluctuate and delivery of
inventory may also be delayed. Under such circumstances the firm may face the problem
of stock-out. Stock-out situation leads to production stoppage. Therefore, it is necessary to
maintain some additional stock of inventory for safety purposes. These additional stocks

are called safety stocks.
The level of safety stock is ascertained as follows.
Safety stock= Average Usage* Period of Safety Stock

For example, if the usage rate is 25 units per week, and firm wants to hold sufficient
inventory for at least one week of production, the quantity of safety stock will be 25 units|

25 units* 1 week]

1. Fixing of Economic Ordering Quantity

Economic Ordering Quantity is an inventory control tool that determines ideal ordering
quantity of inventory of at which the inventory cost (ordering cost+ carrying cost) is the

minimum.
Should quantity to be purchased be large or small?

Buying in large quantities means higher average inventory and therefore higher carrying

cost. However, number of orders will be less and therefore the ordering cost will be less.

Buying in small quantities means lower average inventory and therefore less carrying cost.

However, number of orders will be more and therefore the ordering cost will be more.

Hence, an appropriate ordering quantity is to be determined. Such a level is known as

Economic Ordering Quantity or Economic Lot Size.
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EOQ model is based on the following assumptions:

A. The annual consumption of the inventory is known.

B. The rate of consumption of inventory is constant and uniform throughout the
period.

C. The lead time is constant. That is, the time that elapses between ordering for
material and receiving the material is constant.

D. Ordering and carrying costs are constant.

E. Price per unit remains constant.

Approaches to EOQ model:

1. Trial and Error approach

2. Mathematical approach

Trial and Error approach:

A firm can buy its total requirements in one single lot or may buy in small lots
periodically. The trial and error approach uses different combination of lots of
inventory purchases so as to find out the least ordering cost cost and carrying cost
combination. Ordering and carrying costs for different lot size of orders are computed

and the order size with the minimum total costs is the EOQ.

Order size | No.of order | Average Ordering Carrying Total
in units Inventory cost cost cost
1 2 3 4 5 6
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Order size refers to the combination of lots of inventory purchases (to be assumed, if nor
given)

Number of order= Total requirement/ Order size

Average Inventory= Order size/ 2

Ordering Cost= Number of order * Cost of placing one order

Carrying Cost= Average inventory * Carrying Cost per unit

Total cost= Ordering Cost + Carrying Cost

EOQ is that level of order size where the total cost is the minimum.

Mathematical approach:

EOQ can be calculated by using the following formula.
EOQ=2A0/C

Where,

A= Annual requirement

O= Ordering Cost

C= Carrying cost per unit of item

Number of orders= Total requirement/ EOQ

Average inventory= EOQ/ 2

Ordering cost= Number of orders * Cost of placing one order
Carrying cost = Average inventory * Carrying cost per units

Total cost = Ordering cost + Carrying cost
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Perpetual Inventory System

It is a system of controlling the inventories in the stores on a continuous  basis. It refers to
regular checking of inventories throughout the year. The Institute of cost and Management
Accountants, London defines perpetual inventory system as “a system of records maintained
by the controlling department, which reflects the physical movements of stocks and their

current balance”.
The system requires the following:

e Keeping records relating to materials so as to know the movement of materials in the
stores, and

¢ Verifying the accuracy of these records through continuous stock taking.

It is a system of records stores receipts and issues as and when they occur so as to find out

their current balances.

The primary objective of perpetual inventory system is to ensure availability of particulars of
stock of inventories at any time in item of value or quantity or both.

The following stock records form base for perpetual inventory system:

1. Bincard
2. Stores Register
3. Stores Ledger

Bin Card:

It is a card kept attached to bin (box) where the material is stored to records the quantity
of materials received, issued and the balance. However, value of the material is not
recorded in the bin card. Stores assistance makes entries in the bin card when materials
are received or issued and strikes the balance. The balance indicates the ready stock

position of an item at any moment of time.
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It is maintained by the store keeper on his table. He makes the entries of materials

received or issued on the basis of documents like Goods Received Noted (GRN) or

Materials Requisition Note (MRN). It acts as an effective check over stores assistants

against tampering with bin card. In stores register also, only quantity is recorded.

Stores Ledger:

It is maintained in Costing Department of the firm. It is a book of accounts. A separate

account for every material is opened on different pages of the stores ledger. Each

account is in a columnar form for recording in detail about material received, issued and

balance. It records both quantity and value of the material is maintained independently

which acts as an effective check over stores personnel.

Advantages of perpetual inventory system:

The following are the advantages of perpetual inventory system:

1.
2.

10.

11.

Information about the stock position at any time is readily available.
Continuous stock taking enable to keep continuous check on materials.

All benefits of fixation of stock levels are available only if perpetual
inventory system exists.

As value of stock is readily available it facilitates the preparation of
interim profit and loss account and balance sheet.

A detailed and more reliable check on the store is possible.

It acts as a check on personnel in charges of stores.

As the work of recording and continuous stock taking is carried out
systematically, the figures are accurate and more reliable.

Continuous stock taking will make the store personnel move vigilant in
their work and they will try to keep their records accurate and up to date.
As the inventory position is available readily, production planning
becomes easy.

A system of internal check remains in operation all the time because bin
cards and the stores ledger acts as a cross check on each other.

Sound purchasing system can be introduced
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4. ABC Analysis

An organization uses different kinds of materials. Some stores materials may be costly
while others may be less expensive. The firm should not keep same degree of control on
all the items of inventory. It is advisable for the stores keeper to exercise better control
over such item which are very costly because a little negligence may cause heavy loss to
the enterprise. This approach of selective control system is popularly known as ABC

control.

ABC control involves classification of the materials into three categories on the basis of
total annual cost of each item. The materials are classified into three categories as

follows.

Category A: It consist of inventory items whose value is several times more than the

volume.
Category B: It consists of inventory items with moderate value and moderate volume.

Category C: It consists of inventory items whose volume is several times more than the

value.

A very stringent and high degree of planning and control is exercised in respect of
category A items, moderate or reasonable degree of planning and control is exercised in
respect of category B items, less and simple planning and control is exercised in respect

of category C items.

By closer control of category A items inventory costs are reduced.

Other terms used for ABC analysis include: Selective Inventory Control, Control by
importance and exception [CIE], Proportional Value Analysis [PVA].
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Objectives of ABC analysis:

To optimize the efforts of the stores personnel.
To minimize loss due to mishandling of inventories
To minimize the investment in inventories

To reduce overall cost of inventories

Implementation of the ABC plan involves the following steps.

1.

Tabulate the inventory items and classify them on the basis of quantity and price
per units.

Find out the total cost of each item.

Rank the items on the basis of their total cost, highest total cost will be ranked
first.

Rearrange the data in order of rank, starting with item ranked first.

Find out the percentage cost of each item to the total costs of the inventory.

Form three groups A, B and C on the basis of relative value.

A rough count puts that:

A category accounts for 70 per cent value and 10 per cent volume

B category accounts for 20 per cent value and 20 per cent volume

C category accounts for10 per cent value and 70 per cent volume

Advantages:

1. Better control is can be exercised on costly items in which huge amount of capital is

invested.

2. It helps in saving management time.

3. Asound purchasing policy can be developed

4. It helps in managing inventories at minimum possible cost.
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5 Just in Time Approach(JIT approach)

Under this approach, the first should maintains a minimum level of inventory and rely
on suppliers to provide raw materials and other requirements immediately as soon as
order is placed.

Under this system, all inventories are received in time. Raw materials
are received just in time to go into production, manufactured parts are completed just
in time to be assembled into product, and products are completed just in time to be
dispatched to customers.

JIT is also as Zero Inventory Production System [ZIPS], Zero
Inventories [ZIN], Materials As Needed [MAN], or Neck Of Time [NOT].

Requirements of JIT system:
The successful operation of JIT approach depends upon the following factors.

The suppliers are not geographically very remote

There is a strong and dependable relationship with suppliers
There is a highly reliable transportation system

Number of supplies is small

Suppliers must be ready to supply the required materials in small lots

o gk~ wnE

It is essential to have long term contracts with selected few suppliers.

Benefits of JIT system:

It result saving of cost as inventories of all type can be reduced significantly
It leads to optimum use of available limited space

The efforts of stores personnel are put to optimum use

It helps in effective production planning

o~ 0N

It minimizes frequent handling of materials

JIT is originally developed by TaichiOkno of Japan. It has now grown into a complete
JIT philosophy. The basic idea behind this philosophy is that manufacturing process
should be so designed and operated that the organization is in a position to produce the
needed items at the right time, in the right quantities, at the right cost and of the right
quality.
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6. Materials or Inventory Turnover Ratio

Inventory turnover ratio is also one method of exercising materials control.
The stock turnover ratio is calculated as follows:

Cost of goods sold or materials consumed during the period

Cost of average stock or average stock held during the period

Average stock is the average of the opening stock and closing stock

The stock turnover ratio can also be determined in days as follows:

365

Inventory turnover ratio

A low ratio indicate slow moving stock or accumulation of obsolete stock or carrying of too

much stock. It is advisable that the management should avoid keeping capital blocked in such
slow moving stock.

On the other hand, a high turnover ratio is an indication of fast moving stock and less
investment in stock.
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7. Other Techniques
VED Analysis

It stands for Vital, Essential and Desirable. The items are classified into Vital, essential
and desirable in production for managing and controlling the inventory. It is mostly

used for classification of spare parts.

Vital parts are to be stored adequately, Proper care has to be taken in case of essential

parts, While desirable parts may not be stocked in larger quantities.
FSN Analysis

It stands for fats moving (F), slow moving(S) and Non-moving (N) items. The
inventory is classified based on the movement of inventory form stores. The materials
are classified according to their pattern of consumption into fast moving. Slow moving

and non-moving items. This technique is useful of avoiding obsolescence of inventory.

Fast moving items enjoy high demand. In order to have smooth production, adequate
inventory of these items should be maintained. Slow moving items should be
maintained at a minimum level. Non- moving items have no demand and hence, should

be disposed of as early as possible.
HML Analysis

It stands for High value (H), Medium Value(M) and Low Value(L) items of inventory.
The items of inventory are classified based on the unit value and not on the annual
usage value and control is exercised according their value. The technique is similar to

ABC analysis.
SDE Analysis

The items of inventory are classified based on their availability. Here, S stands for
‘Scarce’ inventory item, items which are in shorts supply. D stands for ‘difficult’
inventory items, items that are difficult to produce. E stand for ‘easy’ inventory item,
items which are easy to produce. This categorization helps in planning purchasing to

ensure uninterrupted production.
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PART -3
ANALYSIS AND INTERPRETATION OF DATA
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ANALYSIS AND INTERPRETATION OF DATA-

1. Size of inventory-

Growth of total inventory= (closing inventory-opening inventory)/opening inventory

Table showing inventory from the year 2017-2018, 2018-2019 And 2019-2020

Year Closing stock Opening stock Growth of total
inventory (in %)

2017-2018 67,50,08,291.91 36,86,12,685.00 83.12%

2018-2019 92,83,04,456.91 67,50,08,291.91 37.52%

2019-2020 75,32,35,923.91 92,83,04,456.91 -188.56%

100.00%
80.00%
60.00%
40.00%
20.00%

0.00%

-20.00%

Interpretation-

» Size of inventory for 2017-2018 is (83.12) %.
» Size of inventory for 2018-2019 is (37.52) %.

Growth of total inventory (in %)

2017-2018
2018-2019
20157 /

» Size of inventory for 2019-2020 is (-18.85) % .
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2. Inventory to working capital-

Inventory to working capital ratio is defined as a method to show what portion of a
company inventory is financed from its available cash.

Inventory to working capital = total inventory / working capital *100

Table showing inventory to working capital

Years

Total inventory Working capital % of inventory to
working capital
2017-2018 67,50,08,291.91 37,82,19,248.68 178.47%
2018-2019 92,83,04,456.91 51,67,44,757.26 179.64%
2019-2020 75,32,35,923.91 44,99,41,042.42 167.40%
% of inventory to working capital
180.00%
175.00%
170.00%
165.00%
160.00% _
2017-2018 ] :
2018-2019 : /

2019-2020

Interpretation —

> Inventory to working capital for 2017-2018 is 178.47%
» Inventory to working capital for 2018-2019 is 179.64%
> Inventory to working capital for 2019-2020 is 167.40%
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3. Inventory to current assets-

A current assets is an item on an entity’s balance sheet that is either cash, a cash
equivalent, or which can be converted into cash within one year.

Inventory to current assets = total inventory / working capital

Years Total inventory Working capital % of inventory to
current assets

2017-2018 67,50,08,291.91 78,75,39,979.05 85.71%

2018-2019 92.83.04,456.91 1,06,70,18,222.42 86.99%

2019-2020 75,32,35,923.91 89,98,81,171.57 83.70%

87.00%

86.00%

85.00%

84.00%

83.00%

82.00%

Interpretation —

% of inventory to current assets

2017-2018

2018-2019

2019-2020

» Inventory to current assets for 2017-2018 is 85.71%
» Inventory to current assets for 2018-2019 is 86.99%
» Inventory to current assets for 2019-2020 is 83.70%
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4. Inventory turnover ratio-

Inventory turnover is a ratio showing how many times Ac Company’s inventory is
sold and replaced over a period of time.

Inventory turnover ratio = cost of goods sold / average inventory

Table showing the inventory turnover ratio

Year Cost of goods sold | Average inventory Inventory turnover
ratio (in %)

2017-2018 68,01,63,412.17 52,18,10,488.45 130.34%

2018-2019 65,07,73,408.53 80,16,56,374.41 81.1%

2019-2020 94,76,78,362.69 84,07,70,190.41 112.7%

Inventory turnover ratio (in %)

140.00%
120.00%
100.00%
80.00%
60.00%
40.00%
20.00%
0.00%

2017-2018

2018-2019 /

2019-2020

Interpretation —

» Inventory turnover ratio for 2017-2018 is 130.34%
» Inventory turnover ratio for 2018-2019 is 81.1%
» Inventory turnover ratio for 2019-2020 is 112.7%
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5. Inventory to sales ratio-

The amount of stock that a company has compared with the amount of goods that they
have sold in a particular period of time.

Inventory to sales ratio = average inventory/ sales

Table showing the percentage of inventory to sales

Year Average inventory | Sales Inventory to sales
ratio (in %)

2017-2018 52,18,10,488.45 68,01,63,412.17 0.76%

2018-2019 801656374.41 65,07,73,408.53 1.23%

2019-2020 840770190.41 94,76,78,362.69 0.88%

Inventory to sales ratio (in %)

1.40%
1.20%
1.00%
0.80%
0.60%
0.40%
0.20%
0.00% -
-
2017-2018 ' '

2018-2019 /
2019-2020

Interpretation —

» Inventory to sales ratio for 2017-2018 is 0.76%
> Inventory to sales ratio for 2018-2019 is 1.23%
» Inventory to sales ratio for 2019-2020 is 0.88%
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6. Inventory conversion period-

The inventory conversion period is the time required to obtain materials for a product,
manufacture it, and sell it. The inventory conversion period is essentially the time

period during which a company must invest cash while it converts materials into a
sale.

Inventory conversion period = 360 days’ / inventory turnover
ratio

Table showing the inventory conversion period

Year Days Inventory turnover | Inventory
ratio conversion period
2017-2018 360 130.34 2.762 Days
2018-2019 360 81.1 4.43 Days
2019-2020 360 112.7 3.194 Days
Inventory conversion period (in %)
4.50%
4.00%
3.50%
3.00%
2.50%
2.00%
1.50%
1.00%
0.50% i
0.00% _ |
2017-2018 ! /
2018-2019

2019-2020
Interpretation —

» Inventory to conversion period for 2017-2018 is 2.762%.
» Inventory to conversion period for 2018-2019 is 4.438%.
» Inventory to conversion period for 2019-2020 is 3.194%
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SHREE SOMESHWAR SAHAKARI SAKKARE KARKHANE NIYAMITHA, BAILHONGAL
BALANCE SHEET ASAT 31.03.2018

AMOUNT AS ON AMOUNT AS ON | AMOUNT AS ON | AMOUNT AS ON AMOUNT AS ON| AMOUNT AS ON
32017 LIABILITIES Schdules 32018 HI2Me 32017 ASSETS Schdules 332018 3.3.2018
[Rs.) (Rs} (Rs) (Rs.)
SHARE CAPITAL:
121.730,586.00 | Members Equity 182,041,536.00 LAND & SITE DEVELOPMENTS -
150,000,000.00 | Govemment of Kamataka Share Capital 150.000,000.00 342,041,386.00 2480,778.50 | Cost of Land 2,460,776.50
341.730,586.00 7.552.779.00 | Site Development 7.550,770.00
BESERVEFUND - 1,003.823.00 | KIADE Land 1,893,833.00
23,6208,281.95 | Reserve Fund 23,628,.281.05 12,014,443 50 12,014,448 50
105,458.74 | Sinking Fund 105.456.74 2373, 74069
273174069
LOANS - BUILDING & BUILDING MATERILS -
230,483,326.00 | Working Capital : BDCC Bank, Belgaum 470,770,000.00 227 467,084 64 | Buildings & Roads 230 487,084.84 222 467 084 84
PLANT & MACHINERY
109.042,250.00 | Call Deposits. Schedule 1 119.893,077.00 554,857.414.17 | Plant & Machinery 555,705,308.17 555,705,308.17
Excise Loan - B D C C Bank, BGM 15.273,870.00
Working Capital: Apex Bank Bangalore 243,802,568.00 -
47.500,000.00 | Gowt Loan (Purchase Tax & Road Cess) 47 .500,000.00
105.500.000.00 | NCDC Loan, Mew Delh 105.500.000.00 | 1.105.834.515.00
BE8,780,734.00
2813,500.00 | Irtersst payable on P & M Suppllers | Thysonkrop) 2.813,500.00 852201148 | Vehicles 8.580.011.46
10,8685,702.00 | Interest Payable on Call Deposits 14,700,023.00 3.454.842 B2 | Dead Stock 345484280
118,840,715.00 | Interest Payabe on NCDC leans, New Delh 123.883.215.00 1,786.625.00 | Cane Yard Software 1,768,825.00
- Interest payable on Apax Bank loan 343336400 2,245,885 84 | Electrical Fittings 224539584
Statutory Dues Payable Schedule 2 528427620 4,425 810.00 | Lab Equipments
Provision 01732 1,558,587 .00 | Weigh Bridge
Other Provisions. Schedule 3 14,504.015.00 5,643.787.18 | Office Equipments
Liabiities towards Cane supplies 190.809,077.36 2772177 83 | CC TV & Peripherals
1.211,096.00 | Eamest Money Deposits: Schedule 4 1.803,855.00 65,550.00 | Thumb Machine & Peripherals
3857,313.75 | Security Deposits chedule 3 4.285,033.75 3,328,851.84 | Work in Progress 34,023,528.80
1,615,740.00 | Other Current Liabilities 1.888.210.85
112,073.00 | Share suspense pending alotments 112,073.00 409,320,730.37 33,868,428 80
210,117,320.97 Total CI/f 1,880,928,572.06 823,207,376.11 Total C/f 824,210,370.11

SHREE SOMESHWAR SAHAKARI SAKKARE KARKHANE NIYAMITHA, BAILHONGAL
BALANCE SHEET ASAT 31.03.2018

AMCUNT A2 OM AMOUNT AZ ON | AMOUNT A2 ON | AMOUNT AZ ON AMOUNT A8 ON | AMOUNT AZ ON
3.aa7 LIABILITIES Sohdules Mazie aazoia aznrT AZZETS Schdules 3132018 a8
iRs.} Re.)
21011732087 Total B/T 1.BB0.828 6T2.08 823,207376.11 Total BJT B24.210.570.11
BUNDRY CREDITORS : INVESTMENTS & DEFOSITS:
2,8%0.327.91 Schedule € 715.80 25,815.050.00 | Investments Schaduie 11 26,815,050.00
343774151 - Capltal Goods Srhedyle 7 53580 700,000.00 | Faed Deposks Schedyie 12 T00,000.00
11,028 88844 - Bupples & consumables Echedule 8 353.45 27,616,050.00 27,616,060 .00
815612.23 - Omers Sehedyis g 49%.583.00 11,839,622.86
18.170.671.86
113,853 85738 | DEFOEIT LIABILITY 133,864,611.38
EE2ATTA17.68 | DEPRECIATION FUND | Sobedule 10 : Schedule 10 BET.541 B30.33 CURRENT ASSETS:
25£.2860.00 | Cazn n Hand T1.336.00
8,267.732.33 | Cash at Bank Scheduyie 13 3,806 526 55
368,612,585.00 | Closing Stock of Sugar & Other Bchedule 14 675,008,252.00
Stock of Biore Materials
Loans & Advance
Recenables Schedyis 15
Advance for Projects Bchedule 16
Advance to Project Consutants Schedye 17 1,568,250.00
14,265.310.78 | Oeposis Schaduie 18 15,305.631.00
22204200 | EMD Schecyee 15 32304200
1,481,445.56 | Miscelaneous Advances Schedyee 20 1/451,906.00
{11,660,5356.60)| Sundry Debtors Bchadule 21 {129.856.73)
£76,590,312.81 TET 18, 87E.06
PROFIT2LOZE ACCOUNT :
Loas of eariier years 512,548 478 57
Loss for the year 152,408 718.01
BT4,868 147 53
2 148 882 188 68 TOTAL 2814234 BAA.T4 TOTAL 2814234 B4E T4
Agoguntant #Aoecunt OfMoer Managing Director Director Director Wige Chalrman Chalmman
CERTIFICATE : Certified That we harve Audited the Accounts of SHREE SOMESHWAR SAHAKARI SAKKARE KARKHANE NIYAMITHA, Bailhangal for the year 201718 da prodaced 1of the AcSit by the Maniging Director & Other St of the SSSSEN sad
ciengined infrmation aed dasifi during the course of Asdit In cor epinion and to the best of o incwiedge the above Balasce Sheet exhisits true and f2ir view of the Finasdal Position of the Karkiana subjec o the remarks narrated
Audi Regorts
MS Chandaragi & CO
Chartered Accountants

RPD COLLEGE OF ARTS AND COMMERCE (BBA DEPT) BELAGAVI

Page 62




SHRI SOMESHWAR SAHAKARI SAKKARE KARKHANE NIYAMITH

Schedule to Profit & Loss Account As on 31.03.2018.

SHREE SOMESHWAR SAHAKARI SAKKARE KARKHANE NIYAMITHA, BAILHONGAL

AMOUNT as on

AMOUNT as on

Salary & Wages

Schedule No : 23

Insurance
Insurance on Cash in Hand
Insurance on Stock of Sugar
Workman's Compensation Insurnace
Insurance on Vehicles

Schedule No : 24
Interest Paid on :
Call Deposit

Term Loan

Interest on H&T Loan

Interest on Excise Loan

Interest on Apex Bank Loan

Interest on BDCC Bank Key Loan ( shown in MFG
a/c for 2