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WORKING CAPITAL MANAGEMENT
INTRODUCTION:
Every business needs funds for two purposes, for its establishment and to carry out its day-to-day operations. Long-term funds are required to create production facilities through purchase of fixed assets such as plant and machinery, land, building, furniture, etc. Investments in these assets represent that part of firm's capital which is blocked on a permanent or fixed basis and is called fixed capital. Funds are also needed for short-term purposes for the purchase of raw materials, payment of wages and other day-to-day expenses, etc.
These funds are known as working capital. In simple words, working capital refers to that part of the firm's capital which is required for financing short term or current assets such as cash, marketable securities, debtors and inventories. Funds, thus, invested in current assets keep revolving fast and are being constantly converted into cash and this cash flow out again in exchange for other current assets. Hence, it is also known as revolving or circulating or short-term capital. Definitions:
1. "Working capital means current assets".
-Mead, Malott and Field
2. "Any acquisition of funs which increases the current assets working capital, for, they are one and the same".
-Benneville
3.  "The sum of the current assets is the working capital of a business".
-J.S.Mill

INDUSTRY PROFILE
The packaging industry uses different materials like glass, metals, wood and polymers for 

packaging different types of products. Packaging industry can be classified on the different 

basis namely, shape/form/size of packaging, method of packing, contents packed and 

materials used for  packing 

                        .Packaging is essential for the preservation and movement of retail, 

institutional and industrial goods. With changing lifestyles and increased consumerism, 

packaging has acquired greater importance. It performs four basic functions: protection, 

containment, dissemination of information and utility of product. 

                         On the basis of the material used, the packaging industry can be broadly 

classified as: rigid and flexible. Rigid packaging involves the use of glass, tin, aluminium, 

wood and plastic. Flexible packaging involves the use of lightweight, durable and flexible 

materials like plastic films, paper and aluminium foils. In 2010, rigid packaging accountfor 

about 76 per cent of the total packaging industry and flexible packaging accounted for the 

balance.

                             The Indian packaging industry is estimated to be about Rs 860 billion 

(2010). The industry is highly fragmented and local. This is a low-capital, technology-

intensive business and hence attracts a large number of small players. It includes both 

organised large players (both Indian and international) having pan-India presence and 

unorganised small and medium size players with local presence.

The organised segment typically caters to major FMCG and pharmaceutical companies who 

are conscious about quality and the ability to produce different types of packaging products 

enabling them to target a larger market. Flexible packaging is the largest segment 

contributing about 33 per cent of the total industry.



                                                              India‘s packaging industry has grown at a healthy 15 

per cent CAGR over the last 3 yearsWhile rigid packaging has grown at a little over 14 per 

cent, flexible packaging has grown faster at approximately 17 per cent over the past 5 years.

Recent trends show, flexible packaging is gaining share, owing to its better properties and 

advantages. Rural marketing, which promotes smaller sachets, is one of the key drivers of 

flexible packaging. Additionally, 8-10 per cent of the flexible packaging products are 

exported.The global packaging material and machinery industry generates $500 billion 

yearly, accounting for between 1% and 2% of gross domestic product in industrialized 

nations, according to the World Packaging Organization. There are 100,000 packaging 

manufacturing companies in operation, representing 5 million jobs.

                                                          Packaging technology has been undergoing rapid 

development over the past few decades, with consumers reliant on packaging for food safety 

and transportability in particular. The explosion of supermarkets and convenience foods 

would not have been possible without developments in packaging.Recent advances in 

environmentally friendly packaging are helping packaging manufacturers meet demand for 

recyclable products as consumers seek to reduce waste and limit the harmful impact of 

modern living on the environment. Sustainability is a major issue for the packaging industry 

moving forward as companies reliant on the industry are obliged to comply with changing 

government legislation encouraging recycling. Producing lightweight alternatives to 

traditional packaging is also key as companies seek to cut transport                











                                         COMPANY PROFILE

	Company Name 
	SRI SAI ANNAPURNA PACKAGING INDIA PVT. LTD. 





	Address 
	DOOR NO. 59-A-9-4, TEACHERS COLONY, Vijayawada - 520008, Andhra Pradesh, India 

	

	Phone No 
	91-866-2472258

	

	Fax 
	91-866-2474537
	

	



	

	S.S.A.P. PVT LTD, is a part of a large global business house in India, engaged in manufacturing

 and marketing of various  chemicals and intermediates.

	Realising the need of  new-age packaging-system for hydrocarbon/solvent based formulations and 

also many other delicate products, Bloom with a modest beginning at Daman (near Mumbai) in 

1995 had an in house development of a process called Fluorination. It is a unique process based on 

the formation of Fluorocarbon barrier layer on the polymer surface which is equivalent to 

imparting *Teflon like properties to conventional HDPE bottles and containers. This high barrier 

treatment is termed as Poly Tetra Fluoro Ethylene (PTFE), and the products are called PTFE lined 

HDPE bottles/containers 










Role of Packaging
 
Packaging is not an end product but a mode of transport and protection for other products. 
Companies choose from a host of packaging options for their own products with the aim of 
keeping transport costs to a minimum and delivering their products to the customer with minimal 
or no damage. One constant challenge for packaging manufacturers is producing increasingly 
lightweight packaging. Over the past three decades, the weight of glass bottles and steel cans have 
effectively been halved, reports the UK Packaging Federation.
 
                                             Apart from protecting products such as foodstuffs, and facilitating 
transport, packaging also plays a role in attracting customers through aesthetic display. Packaging 
must strike a balance between minimizing additional weight to a product and protecting the 
product, particularly in the case of perishable food products. Regions with inferior packaging and 
distribution networks pay the price in terms of waste. In certain parts of Eastern Europe for 
example, up to 50% of food products become waste before reaching the consumer; whereas less 
than 3% of food is wasted in Western Europe due to a better packaging system, according to the 
UK Packaging Federation.
                                                 Packaging also fills the function of labeling products, for example 
setting out how the product should be stored or used. Packaging must be increasingly adaptable, 
providing for different environments such as products that must be frozen or cooked without 
removing the product from its packaging.
                                                              Safety requirements must also be respected in the manufacture of packaging; for example certain 
products, such as cleaning products or medicines, may necessitate childproof opening devices.



                                   REVIEW OF LITERATURE 
WORKING CAPITAL MANAGEMENT
INTRODUCTION: 
Every business needs funds for two purposes, for its establishment and to carry out its day-to-day operations. Long-term funds are required to create production facilities through purchase of fixed assets such as plant and machinery, land, building, furniture, etc. Investments in these assets represent that part of firm's capital which is blocked on a permanent or fixed basis and is called fixed capital. Funds are also needed for short-term purposes for the purchase of raw materials, payment of wages and other day-to-day expenses, etc. 
These funds are known as working capital. In simple words, working capital refers to that part of the firm's capital which is required for financing short term or current assets such as cash, marketable securities, debtors and inventories. Funds, thus, invested in current assets keep revolving fast and are being constantly converted into cash and this cash flow out again in exchange for other current assets. Hence, it is also known as revolving or circulating or short-term capital. 
Definitions:
1. "Working capital means current assets". 
-Mead, Malott and Field 
2. "Any acquisition of funs which increases the current assets working capital, for, they are one and the same". 
-Benneville 
3. "The sum of the current assets is the working capital of a business". 
\ 
-J.S.Mill 
4. "Working capital is the amount of funds necessary to cover the cost of operating          the enterprise." 
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5. "Circulating capital means current assets of a company that are changed in the      ordinary course of business from one form to another, as for example, from      cash to inventories, inventories to receivables, receivables into cash". 
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Objectives of working capital management:
The need for working capital arises due to the time gap between production and realization of cash from sales. There is an operating cycle involved in the sales and realization of cash. There are time gaps in purchase of raw materials and production; production and sales; and sales and realization of cash. 
Thus, working capital is needed for the following purposes. 
1. For the purchase of raw materials, components and spares. 
2. To pay wages and salaries. 
3. To incur day-to-day expenses and overhead costs such as fuel, 
power and office expenses, etc. 
4. To meet the selling costs as packing, advertising, etc. 
5. To provide credit facilities to the customers. 
6. To maintain the inventories of raw material, work-in-progress, stores and spares and finished stock. 
Importance of working capital management:
Working capital . ~ the life blood and nerve centre of a business. Just as circulation of blood is essential in the human body for maintaining life, working capital is very essential to maintain the smooth running of a business. 
The main advantages of maintaining adequate amount of working capital are as follows: 
1. Solvency of the business:- 
Adequate working capital helps in maintaining solvency of the business by providing uninterrupted flow of production. 
2. Goodwill: 
Sufficient working capital enables a business concern to make prompt payments and hence helps in creating and maintaining goodwill. 
3. Easy loans: 
A concern having adequate working capital, high solvency and good credit standing can arrange loans from banks and others on easy and favorable terms. 
4. Cash discounts: 
Adequate working capital also enables a concern to avail cash discounts on the purchases and hence it reduces costs. 
5. Regular supply of raw materials: 
Sufficient working capital ensures regular supply of raw materials and continuous production. 
6. Exploitation of favorable market conditions: 
Only concerns with adequate working capital can exploit favorable market conditions such as purchasing its requirements in bulk when the prices are lower and by holding its inventories for higher prices. 
7. Regular payment of salaries, wages and other day-to-day commitments: 
A company which has ample working capital can make regular payment of salaries, wages and other day-to-day commitments which raises the morale of its employees, increase their efficiency, reduces wastages and costs and enhances production and profits. 
8. Ability to face crisis: 
Adequate working capital enables a concern to face business crisis in emergencies such as depression because during such periods, generally there is much pressure on working capital. 
Concepts of working capital Management:
There are two concepts of working capital: 
1. Balance Sheet Concept. 
2. Operating Cycle or Circular Flow Concept. 
1. Balance Sheet Concept: 
There are two interpretations of working capital under the balance sheet concept: 
(A). Gross Working Capital 
(B). Net Working Capital 
(A). Gross Working Capital: 
The gross working capital is the capital invested in total current assets of the enterprise. 
(B). Net Working Capital: 
Net working capital IS the excess of current assets over current liabilities, 
(Net working capital= current assets- current liabilities.) 

2. Operating Cycle or Circular Flow Concept: 
The cycle starts with the purchase of raw material and other resources and ends with the realization of cash from the sale of finished goods. It involves purchase of raw materials and stores, its conversion into stock of finished goods through work-in-progress with progressive increase of labour and service costs, onversion of finished stock into sales, debtors and receivables and ultimately realization of cash and this cycle continues again from cash to purchase of raw material and so on. The speed/time duration required to complete one cycle determines the requirements of working capitallonger the period of cycle, larger is the requirement of working capital. 



2.1 Operating Cycle Flow Chart:
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Operating cycle: 
1 Conversion of cash into raw materials 
2 Conversion of raw-material into work-in-progress 3 Conversion of work- in-process into finished goods. 
4 Conversion of finished goods into accounts receivable and 5 Conversion of accounts receivable into cash. 
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Classification or kinds of working capital Working capital may be classified in two ways: (a). On the basis of concept 
(b). On the basis of time 
On the basis concept: 
On the basis of concept working capital can be classified into two types 
1. Gross working capital. 
2. Net working capital. 
3. Gross working capital: The total of all current assets in a business .. 
4. Net working capital: The excess of current assets over current liabilities in a business. 
Net working capital=current assets - current liabilities 
On the basis of time: 
On the basis of time concept working capital can be classified into two types. 
1. Permanent or fixed working capital 
2. Temporary or variable working capital 
1. Permanent or Fixed working capital: 
Permanent or fixed working capital is the minimum amount which is required to ensure effective utilization of fixed facilities and for maintaining the circulation of current assets. There is always a minimum level of current assets which is continuously required by the enterprise to carry out its normal business operations. For example, maintain level of raw materials, work-inprocess and cash balance. 
Permanent Working capital can further classified as follows: 
a. regular working capital 
b. reserve working capital 
a. Regular working capital: 
Regular working capital required to ensure circulation of current assets from cash to inventories, from inventories to receivables and from receivables to cash and so on. 
h. Reserve working capital: 
Reserve working capital is the excess amount over the requirement for regular working capital which may be provide for contingencies that may arise at unstated periods such as strikes, rise in prices, depression, etc.
 
2. Temporary or Variable working Capital: 
Variable working capital changes with the increase and decrease in the 
volume of business. 
Variable working capital can be further classified as 
a. Seasonal working Capital 
b. Special working capital 
a. Seasonal working capital: 
Seasonal working capital required to meet the seasonal needs of the enterprise is called seasonal working capital. 
b. Special working capital: 
Special working capital is that part of working capital which is required to meet special exigencies such as launching of extensive marketing campaigns for conducting research, etc. 
Disadvantages of Excessive working capital:
1. Excessive working capital means idle funds which earn no profits for the business and hence the business cannot earn a proper rate of return on its investments. 
2. When there is a redundant working capital, it may lead to unnecessary purchasing and Accumulation of inventories causing more chances of theft, waste and losses. 
3. Excessive working capital implies excessive debtors and defective credit policy which May cause higher incidence of bad debts. 
4. It may result into overall inefficiency in the organization. 
5. When there is excessive working capital, relations with banks and other fmancial Institutions may not be maintained. 
6. Due to low rate of return on investments, the value of shares may also fall. 
7. The redundant working capital gives rise to speculative transactions. 
Techniques for assessment of working capital requirement. Following are the various techniques.

Estimation of working capital:
Since working capital is the excess of current assets over current liabilities, estimating the amount of different constituents of working capital can make an assessment of the working capital requirements. Ex. Inventories, Accointes recevables, cash etc. 
There are three methods to estimate the working capital. 
1 Percentage of sales method.
2. Regression analysis method.
3. Operating cycle approach 

 
1. Percentage of sales Method: 
According to this method on the basic of past experience between sales and working capital requirements a ratio can be determined for estimating the working capital requirements in future. 
2. Regression analysis method: 
Under this method, we are going to estimate the working capital requirements of future by using regression equations. 
3. Operating cycle Approach: 
According to this approach, the requirements of working capital depend upon the operating cycle of the business. It may be broadly classified into the following four stages. 
1. Raw material and stores stage 
2. Work in process stage 
3. Finished goods inventory stage 
4. Receivables collection stage 
Symbolically the duration of the working capital cycle can be data follows. 
O=R+W+F+D-C 
0= Operating CYCle duration R= Raw materials 
W= Work in process 
F= Finished stock storage D= Debtors collection period C= Credit payment period 
R= Average stock of raw material and stores/Average raw materials and stores consumption per day. 
W= Average work in process/Average cost of production per day F= Average finished stock / Average cost of goods per day. 
D= Average book debts/Average credit sales per day. 
C= Average trade creditors/Average credit purchases per day 
DETERMINANTS OF WORKING CAPITAL MANAGEMENT:
There are no set rules or formulae to determine the working capital requirements of firms. A large number of factors, each having a different importance, influence working capital needs of firms. The importance of factors also changes for a firm over time. Therefore, an analysis of relevant factors should be made in order to determine total investment in working capital. 
FACTORS INFLUENCE WORKING CAPITAL REQUIREMENTS OF FIRMS:
1. Nature of business: 
Working capital requirements of a firm are basically influenced by the nature of its business. Trading and fmancial firms have a very small investment in fixed assets, but require a large sum of money to be invested in working capital. Retail stores, for example, must carry large stocks of a variety of goods to satisfy varied and continuous demands of their customers. 
2. Size of business/Scale of operations: 
The working capi.al requirements of a concern are directly influenced by the size of its business which may be measured in terms of scale of operations. Greater the size of a business unit, generally larger will be the requirements of working capital. However, in some cases even a smaller concern may need more working capital due to high overhead charges, inefficient use of available resources and other economic disadvantages of small size.
3. Production Policy: 
The requirements of working capital, in such cases, depend upon the production policy. The production could be kept either steady by accumulating inventories during slack periods with a view to meet high demand during the peak season or the production could be curtailed during the slack season and increased during the peak season. If the policy is to keep production steady by accumulating inventories it will require higher working capital. 
4. Manufacturing process/Length of production Cycle: 
In manufacturing business, the requirements of working capital increase indirect proportion to length of manufacturing process. Longer the process period of manufacture, larger is the amount of working capital required. The longer the manufacturing time, the raw materials and other supplies have to be carried for a longer period in the process with progressive increment of labour and service costs before the finished product is finally obtained. 
5. Seasonal Variations: 
In certain industries raw material is not available throughout the year. 
They have to buy raw materials in bulk during the season to ensure an uninterrupted flow and process them during the entire year. A huge amount is, thus, blocked in the form of material inventories during such season, which gives rise to more working capital requirements. Generally, during the busy season, a firm requires larger working capital than in the slack season. 
6. Working Capital Cycle: 
In a manufacturing concern, the working capital cycle starts with the purchase of raw material and ends with the realization of cash from the sale of fmished products. This cycle involves purchase of raw materials and stores, its conversion into stocks of finished goods through work-in-progress with progressive increment of labor and service costs, conversion of finished stock into sales, debtors and receivables and ultimately realization of cash and this cycle continues again from cash to purchase of raw material and so on. The speed with which the working capital completes one cycle determines the requirement of working capital-longer the period of the cycle larger is the requirement of working capital. 
7. Rate of Stock Turnover: 
There is a high degree of inverse co-relationship between the quantum of working capital and the velocity or speed with which the sales are affected. A firm having a high rate of stock turnover will need lower amount of working capital as compared to a firm having a low rate of turnover. For example, in case of precious stone dealers, the turnover is very slow. They have to maintain a large variety of stocks and the movement of stocks is very slow. Thus, the working capital requirements of such a dealer shall be higher than that of a provision store. 
8. Credit Policy: 
The credit policy of a concern in its dealings with debtors and creditors influence considerably the requirements of working capital. A concern that purchases its requirements on credit and sells its products/services on cash requires lesser amount of working capital. On the other hand a concern buying . its requirements for cash and allowing credit to its customers, shall need larger amount of working capital as very huge amount of funds are bound to be tied up in debtors or bills receivables. 
9. Business Cycles: 
Business cycle refers to alternate expansion and contraction in general business activity. In a period of boom i.e., when the business is prosperous, there is a need for larger amount of working capital due to increase in sales, rise in prices, optimistic expansion of business, etc. On the contrary in the times of depression i.e., when there is a down swing of the cycle, the business contracts, sales decline, difficulties are faced in collections from debtors and firms may have a large amount of working capital lying idle. 
10. Rate of Growth of Business: 
The working capital requirements of a concern increase with the growth and expansion of its business activities. Although, it is difficult to determine the relationship between the growth in the volume of business and the growth in the working capital of a business, yet it may be concluded that for normal rate of expansion in the volume of business, we may have retained profits to provide for more working capital but in fast growing concerns, we shall require larger amount of working capital. 
11. Earning Capacity and Dividend Policy: 
Some firms have more earning capacity than others due to quality of their products, monopoly conditions, etc. Such firms with high earning capacity may generate cash profits from operations and contribute to their working capital. The dividend policy of a concern also influences the requirements of its working capital. A firm that maintains a steady high rate of cash dividend irrespective of its generation of profits needs more working capital than the firm that retains larger part of its profits and does not pay so high rate of cash dividend. 
12. Price Level Changes: 
Changes in the price level also affect the working capital requirements. 
Generally, the rising prices will require the firm to maintain larger amount of working capital as mor funds will be required to maintain the same current assets. The effect of rising prices may be different for different firms. Some firms may be affected much while some others may not be affected at all by the 
Nse mpnces. 

13. Other Factors: 
Certain other factors such as operating efficiency, management ability, irregularities of supply, import policy, asset structure, importance of labor, banking facilities, etc., also influence the requirements of working capital. 
Sources of working capital requirements 
The sources of working capital can be classified into two types 
1. Fixed working capital requirements. 
2. Variable working capital requirements. 
The fixed proportion of working capital should be generally financed from the fixed capital sources while the temporary or variable working capital requirements of a concern may be met from the short term sources of capital. 



SOURCES OF WORKING CAPITAL:

Permanent working capital 
1. Shares 
2. Debentures 
3. Public Deposits 
4. ploughing back of profits 
5. Loans from Financial institutions 
Temporary working capital 
1. Commercial Banks 
2. Indigenous Bankers 
3. Trade Creditors 
4. Installment Credit 
5. Advances 
6. Accounts Receivables 
7. Accrued Expenses 



TANDON COMMITTEE RECOMMENDATION 
Permissible bank borrowings as per Tendon committee: 
1. The bank will finance at the most 75% of the working capital .i.e. maximum permissible bank finance= 0.75 (current assets -current liabilities). 



2. Maximum permissible bank finance liabilities. 
(0.75 * current assets)-current 

                                    RATIO ANALYSIS
	1. 	LIQUIDITY RATIOS: 
The ratios measure the firm's ability to meet its maturing short-term obligations. It measures the liquidity position of the firm. The capacity of the firm to meet its current liabilities out of current assets is shown under these items. Examples are Current ratio, Quick ratio, Acid test ratio, and Inventory turnover ratio, Receivables or Debtors turnover ratio. 
	2. 	ACTIVITY RATIOS: 
The ratio measures how effectively the firm is using its resources. It means the efficiency with which the company has employed the funds. The activity is measured in terms of or in relation to turnover or sales of the company. This is also called Efficiency ratio. Examples are Inventory turnover, Average collection period, Fixed asset turnover ratio and Total asset turnover ratio.
LIST OF RATIOS STUDIED (a) LIQUIDITY RATIOS: 
1. Current ratio 
2. Quick ratio. 
ACTIVITY RATIOS: 
1. Debtors turnover ratio 
2. Working capital turnover ratio 3 . Average collection period 
LIQUIDITY RATIOS: 
The importance of adequate liquidity the ability of a firm to meet current of short term obligations when they become due for payment can hardly be over emphasized. It is extremely essential for a firm to able to meet its obligations as they become due. The liquidity ratios measure the ability of a firm to meet its short term obligations and reflect the short-term obligations and reflect the short-term fmancial strength or solvency of the firm.
The ratios which indicate the liquidity of a firm are: (1) Current ratio 
                                                                                (2) Quick ratio 
	(1) 	Current ratio: 
The current ratio is computed by dividing current assets by current liabilities. Current assets normally include cash, marketable securities, accounts receivables and inventories. Current liabilities consists of accounts payable short-term notes payable current maturates of long term debt, accrued income taxes, sundry creditors, bills payables and other accrued expenses. The current ratio is most commonly used measure of short-term solvency, since it indicates the extent to which the claims of short-term creditors are covered by assets that are expected, to be converted to cash in a period roughly corresponding to the maturity of the claims. Generally a current ratio of 2: 1 (current assets twice of current liabilities) is considered to be satisfactory. 
	(2) 	Quick ratio: 
The quick ratio is calculated by deducting inventories from current assets and dividing the remainder by current liabilities. Inventories are typically the least liquid of a firm's current assets and assets on which losses are most likely to occur in the event of liquidation. Therefore, this measure of the firm's ability to payoff short-term obligations without relying on the sale of inventories is important. 
The term quick assets refer to current assets, which can be converted into cash immediately or at a short notice without diminution in value. Included in this category of current assets are 
1 Cash and bank balances 
2 Short-term marketable securities and 3 Debtors or receivables. 
ACTIVITY RATIOS: 
Activity ratios are concerned with measuring the efficiency of asset management. Sometimes, these ratios are also called efficiency ratios. Activity ratios may therefore be defined as the test of the relationship between sales and the various assets; there are various types of activity ratios. They presume that a proper balance should exist between sales and the various assets accounts inventories, accounts receivables, fixed assets and other. 
These ratios are also called turnover ratios, because they indicate the speed with which assets are being converted to turned over into sales. A proper balance between sales and assets generally reflects that assets are managed well. Several activity ratios can be calculated to judge the effectiveness of asset utilization. 
The ratios, which indicate the activity of a firm, are: 
1. Debtors turnover ratio 
2. Average collection period 
3. Working capital turnover ratio 
	(1) 	Debtors turnover ratio: 
The major activity ratio is the receivables or debtors turnover ratio. 
Allied and closely related ton this is the average collection period. The debtor' turnover ratio is a test of the liquidity of the debtors of the firm. 
The debtor's turnover shows the relationship between sales and debtors of a firm. This approach requires two types of data. First, credit sales, which may not be readily available to the analyst. The second type of ratio for measuring the liquidity of a firm's debtors is the verage collection period. This ratio is in fact interrelated with the dependent upon, the receivables turnover ratio. The debtors (receivables) turnover ratio found out by dividing credit sales by average debtors. The debtor's turnover indicated the number of times on the average the debtor's turnover each year. Generally the higher value of the debtor's turnover, the more efficient is the management of assets.

	(2) 	Average collection period: 
This ratio represents the average number of days for which a firm has to wait before its receivables are converted into cash. It measures the quality of debtors. Generally the shorter the ratio the better is the quality of debtors as a short collection period implies quick payment by debtors. Similarly a higher collection period implies as inefficient collection performance which in turn adversely affects the liquidity of a firm. 
	(3) 	Working capital turnover ratio: 
Working capital is the difference between the current assets and the current liabilities. This ratio is ascertained by dividing sales with working capital. This ratio indicates the extent of working capital turned over in achieving sales of the firm. 

RESEARCH METHODOLOGY
DATA SOURCES: 
The data for this study was collected from two sources. 
1. Primary sources 
2. Secondary sources 
1. Primary sources: 
The primary data was collected from the following two sources. 
They are 
1. Consultation with corporation officials. 
2. Buyers. 
2. Secondary data: 
The secondary data, which is obtained from annual reports of Andhra Pradesh Mineral Development Corporation Limited (APMDC) and through the literature survey the data was analyzed and tabulated and presented in the concerned chapters. 
Tools for analysis of data: 
1. Statement showing changes in working capital 
2. Ratio analysis 



OBJECTIVES OF THE STUDY
The main objectives of the study of working capital management in S.S.A.P.PVT Ltd.  Are as follows
· To understand the structure of working capital.
· The statement of showing changes in working capital in S.S.A.P.PVT LTD.
· To find out the statement of changes in working capital.
· To analyze the financial statements of the company by using working capital ratios.
· To study the effects of working capital over a period of study in S.S.A.P.PVT LTD.
· To analyze working capital performance by using working capital management.
· To suggest the company for taking remedial measures for better working capital management.















NEED FOR THE STUDY
This project work is an attempt to get acquainted with various facts of short term finance management. This project aims at encompassing working capital management practices that prevail in the organization upon which the study was undertaken.
This project work is an endeavor to not, absorb and imbibe the mode of the current assets management and style of the corporate sector, Far from the routine academic exercise, it is an opportunity to go through the practical management where adequacy at the needy hour is the touchstone for efficiency.	
                                                        SCOPE OF THE STUDY
	The contents of the total evaluation of current assets and current liabilities and their percentage contribution in the total turnover.  The yearly increase or current liabilities in the budget of S.S.A.P.PVT Ltd., is being reviewed.  From this one would be in a position to glance the performance of current assets and current liabilities of the company.  This project greatly deals with the working capital requirement of S.S.A.P.PVT Ltd., & emphasizes on the yearly composition of working capital in the total turnover of the company.  This also deals with key ratios to obtain a clearer picture of different resource available and at the disposal of the organization, which will enable one to give appropriation suggestion to the company to improve its performance, if any.

















LIMITATIONS OF THE STUDY 
1. The study for the project was confined only for working capital management in S.S.A.P.PVT Ltd.
2. The duration for the study was only for two months where time is a limiting factor.
3. The data collected for analysis is only five years of the financial statements.
4. The analysis was confined to S.S.A.P.PVT only.
5. Collection of data is a limiting factor because of the confide.
The project is based mainly on secondary sources pf information.

DATA ANALYSIS AND INTERPRETATION
Table 4.1 Statement of showing the changes in the working capital of S.S.A.P.PVT Ltd…  As 31st December, 2008 to 2009											                                                                                                          In lakhs 
	Particulars 
	2008
year
	2009
	Changes in working captial

	
	
	
	increase
	decrease

	Current Assets
	
	
	
	

	Inventories 
	272.43
	523.98
	251.55
	

	Sundry debtors
	967.05
	927.48
	
	39.57

	Cash & bank balance
	7454.76
	11306.14
	3851.38
	

	Other current assets
	321.32
	511.12
	189.8
	

	Loans & advances
	3577.26
	3944.35
	368.59
	

	Total current assets
	12592.82
	17213.07
	 
	

	Current Liabilities
	
	
	
	 

	liabilities
	2812.24
	3102.29
	
	290.05

	provisions
	3070.67
	3599.11
	
	528.44

	Other  liabilities
	-------
	--
	
	 

	Total current  liabilities
	5882.91
	6701.4
	
	

	NET WORKING CAPTIAL
	6709.91
	10511.67
	
	

	Increasing  working captial
	3801.76
	
	
	3801.76

	Total
	10511.67
	10511.67
	4661.32
	4661.32



INTERPRETATION:
The above table shows the there is net increasing working capital of 3801.76 during the 2007-2008 this because significant increasing the sundry debtors, other current assets, On other hands current liabilities or decreased.  The net effect of the above changes brought an increase in net working capital.
Table 4.2 Statement of showing the changes in the working capital of S.S.A.P.PVT Ltd… As 31st December, 2009 to 2010
											In lakhs 
	Particulars 
	2009
year
	2010
	Changes in working captial

	
	
	
	increase
	decrease

	Current Assets
	
	
	
	

	Inventories 
	523.98
	989.44
	465.46
	

	Sundry debtors
	927.48
	2249.25
	1321.77
	

	Cash & bank balance
	11306.14
	14384.68
	3078.54
	

	Other current assets
	511.12
	678.13
	167.01
	

	Loans & advances
	3944.35
	7778.87
	3834.5
	

	Total current assets
	17213.07
	26080.37
	
	

	Current Liabilities
	
	
	
	

	liabilities
	3102.29
	4412.77
	
	1310.48

	provisions
	3599.11
	3561.27
	31.84
	

	Other  liabilities
	--
	--
	
	

	Total current  liabilities
	6701.4
	7974.04
	
	

	NET WORKING CAPTIAL
	10511.67
	18106.33
	
	

	Increasing  working captial
	7594.66
	
	
	7594.66

	Total
	18106.33
	18106.33
	8899.12
	8905.14



NTERPRETATION:
The above table shows the there is net increasing working capital of 7594.66  during the 2008-2009 this because significant increasing the sundry debtors, other current assets, On other hands current liabilities or decreased.  The net effect of the above changes brought an increase in net working  capital.
		Particulars 
	2010
year
	2011
	Changes in working capital

	
	
	
	increase
	decrease

	Current Assets
	
	
	
	

	Inventories 
	989.44
	1566.03
	576.59
	----

	Sundry debtors
	2249.25
	1968.91
	----
	280.34

	Cash & bank balance
	14384.68
	17145.57
	2760.89
	----

	Other current assets
	678.13
	220.07
	----
	458.06

	Loans & advances
	7778.87
	11135.34
	3357.47
	---

	Total current assets
	26080.37
	32035.92
	----
	---

	Current Liabilities
	
	
	----
	---

	liabilities
	4412.77
	4570.36
	---
	157.59

	provisions
	3561.27
	7710.52
	----
	4149.25

	Other  liabilities
	--
	--
	----
	---

	Total current  liabilities
	7974.04
	12280.88
	---
	---

	NET WORKING CAPTIAL
	18106.33
	19755.04
	---
	----

	Increasing  working captial
	1648.71
	
	---
	1648.71

	Total
	19755.04
	19755.04
	6693.95
	6693.95


Table 4.3 Statement of showing the changes in the working capital of S.S.A.P.PVT Ltd…As  31st December, 2010 to 2011.					     In lakhs
 
NTERPRETATION: 
The above table shows the there is net increasing working capital of 1648.71  during the 2009-2010this because significant increasing the sundry debtors, other current assets, On other hands current liabilities or decreased.  The net effect of the above changes brought an increase in net working  capital
	In lakhs


 Table 4.4 Statement of showing the changes in the working capital of S.S.A.P.PVT Ltd…As 31st December, 2011 to 2012.
	Particulars 
	2011
year
	2012
	Changes in working capital

	
	
	
	increase
	decrease

	Current Assets
	
	
	
	

	Inventories 
	1566.03
	1658.87
	92.84
	

	Sundry debtors
	1968.91
	2894.20
	925.29
	

	Cash & bank balance
	17145.57
	24498.78
	7353.21
	

	Other current assets
	220.07
	782.47
	562.4
	

	Loans & advances
	11135.34
	12228.21
	1092.87
	

	Total current assets
	32035.92
	42062.53
	10026.61
	

	Current Liabilities
	
	
	
	

	liabilities
	4570.36
	5268.16
	
	697.8

	provisions
	7710.52
	11195.48
	
	3484.96

	Trade payables 
	--
	2363.52
	
	2363.52

	Total current  liabilities
	12280.88
	18827.16
	
	 

	NET WORKING CAPTIAL
	19755.04
	23235.37
	
	

	Increasing  working captial
	3480.33
	
	
	3480.33

	Total
	23235.37
	23235.37
	10026.61
	10026.61


  
INTERPRETATION:
The above table shows the there is net increasing working capital of 3480.33 during the 2010 -2011this because significant increasing the sundry debtors, other current assets, On other hands current liabilities or decreased.  The net effect of the above changes brought an increase in net working capital.
                   
	In lakhs


Table 4.5  Statement of showing the changes in the working capital of S.S.A.P.PVT Ltd…As  31st December, 2012 to 2013	.

	Particulars 
	2012
year
	2013
	Changes in working capital

	
	
	
	increase
	decrease

	Current Assets
	
	
	
	

	Inventories 
	1658.87
	666.16
	
	992.71

	Sundry debtors
	2894.20
	3391.10
	496.9
	

	Cash & bank balance
	24498.78
	46406.68
	21907.9
	

	Other current assets
	782.47
	1541.70
	759.23
	

	Loans & advances
	12228.21
	22291.47
	10063.26
	

	Total current assets
	42062.53
	74297.11
	
	

	Current Liabilities
	
	
	
	

	liabilities
	5268.16
	13882.74
	
	8614.58

	provisions
	11195.48
	20006.74
	
	8811.26

	Trade payables 
	2363.52
	2330.15
	33.37
	

	Total current  liabilities
	18827.16
	36219.63
	
	33260.66

	NET WORKING CAPTIAL
	23235.37
	38077.48
	
	

	Increasing  working captial
	14842.11
	
	
	14842.11

	Total
	38077.48
	38077.48
	33260.66
	33260.66



INTERPRETATION :
The above table shows the there is net increasing working capital of 14842.11  during the 2011 -2012this because significant increasing the sundry debtors, other current assets, On other hands current liabilities or decresed.  The net effect of the above changes brought an increase in net working  capital.
RATIO ANALYSIS
CURRENT RATIO:
                     Current ratio is dividing total current assets to total liabilities. this ratio is also known as “working capital ratio”.
Current Ratio= Current Assets/ Current liabilities
Table 4.6  
	Year
	Current Assets
	Current Libilities
	Current Ratio

	2009
	17213.07
	6701.4
	2.6

	2010
	26080.38
	7974.04
	3.3

	2011
	32035.92
	12280.88
	2.6

	2012
	42062.54
	18827.16
	2.2

	2013
	74297.11
	36219.63
	2.1








Graph 4.1
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Interpretation:
The current ratio is an 2009 is 2.6 and 2009 it is increased to 3.3 then the current ratio is in decreasing trend from the last three years, the firm is not maintained more than standard current ratio that is 2:1.



 QUICK RATIO:
              Quick ratio or acid test ratio is more refined method of firms liquidity. This ratio establishes a relationship between quick assets and current liability. This stock and prepaid expenses are considered to be less liquid. 
Quick ratio= quick assets/current liabilities
Table 4.7
	Year
	Quick Assets
	Current Libilities
	Quick Ratio

	2009
	16689.1
	6701.4
	2.5

	2010
	25090.94
	7974.04
	3.1

	2011
	30469.89
	12280.88
	2.5

	2012
	40403.67
	18827.16
	2.1

	2013
	73630.95
	36219.63
	2



Graph.4.2
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INTERPRETATION:
The above table shows the company maintains the quick ratio more than idel ratio that is 1:1. It means the ratio measures a company’s ability to meet its short term obligation with its must its liquid assets.


 DEBTORS TURN OVER RATIO:
            Debtors turnover ratio express the relationship between average debtors and sales. it is calculated as follows:

Debtors turn over ratio=Net credit sales/Avg.debtors
Table 4.8
	Year
	Sales
	Debtors
	Ratio

	2009
	9318.09
	957.48
	10

	2010
	15647.03
	2249.25
	7

	2011
	22028.45
	1968.91
	11.2

	2012
	24823.83
	2894.20
	8.6

	2013
	35164.01
	3391.10
	10.4



Graph.4.3
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INTERPRETATION:
	The debtors turn over ratio was 10.in the year 2009 ,but in 2010 it is diffused to 7% again 2011 increased 11.2% this represents at the company has not maintain a good credit recovery policy, the company cannot converts its debts into cash easily.

 CURRENT ASSETS TURN OVER RATIO:
              The current assets turnover ratio express the relationship between net current assets and sales. . it is calculated as follows:

Current Assets turn over ratio=Net sales/Current Assets
Table 4.9
	Year
	Sales
	Current Assets
	Ratio

	2009
	9318.09
	17213.07
	0.5

	2010
	15647.03
	26080.38
	0.6

	2011
	22028.45
	32035.92
	0.7

	2012
	24823.83
	42062.54
	0.6

	2013
	35164.01
	74297.11
	0.5



Graph.4.4
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INTERPRETATION:
The above table shows that the ratio is follow increasing trend to 2011then it decreased 2012 to 2013, it means the company does not use the assets optimality.

	
NET WORKING CAPITAL TURN OVER RATIO:
The ratio measures the relationship between net working capital and sales. The ratio shows the number of times the working capital results. in sales working capital as usual is the excess of current Assets over the current liabilities
Net working capital turnover ratio=Net sales/Networking capital
Table. 4.10 
	Year
	Sales
	Net working 
Capital
	Ratio

	2009
	9318.09
	10511.67
	0.9

	2010
	15647.03
	18106.33
	0.9

	2011
	22028.45
	197557.04
	1.1

	2012
	24823.83
	23235.4
	1.1

	2013
	35164.01
	38077.5
	0.9



Graph. 4.5
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INTERPRETATION:
Working capital of a concern is directly related to sales. In the year 2009 & 2010 the ratio is 0.9% & the 2011 2012 it will be increased to 1.1% then it decreased to 0.9%.

DEBTORS COLLECTION PERIOD:
Debtors collection period refers to the time taken to collects the debts, from debtors turnover ratio, we can find out the debt collection period is as follows
Debtors collection Period=365/Debtors turn over ratio
Table. 4.11 
	Year
	Days in a Year
	Debtors Turnover
ratio
	Debtors collection
period

	2009
	365
	10
	36.5

	2010
	365
	7
	52.1

	2011
	365
	11.2
	32.6

	2012
	365
	8.6
	42.4

	2013
	365
	10.4
	35.1



Graph. 4.6 
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INTERPRETATION
The term debtor collection period indicates the average time taken to collect trade debts ,debtors collection period is not in same level, form not collections with in a time period. It reflects on a current assests that is liquidity .


FINDINGS
· By analysis the changes of working capital we come to know that the current assets of the company have been increasing.
· By analysis the working capital, the net working capital has been increasing trend.
· The company maintain current assets more than idle ratio that is 2:1 it indicates the company does not use working capital properly.
· The standard quick ratio is 1:1 the firm having more than the required quick ratio in the 5 years.
· The debtors turnover ratio was 10% in the year 2009,but in 2010 it is decreased to 7%.again it was increased to 11.2%.this represented at the company has not maintained a good credit recovery policy, the company cannot  converted its debt in to cash easily. 
· Average collection of period is increased from the year 2008-2013.
· There are no grate changes in working capital turn over ratio from the year 2008-2013.
· Debtor collection period is not in same level, firm is not collections with a time period. It reflects on a current assets that is liquidity.









SUGGESTIONS
1. When observing the past 5 years, the increase in the working capital is not constant. There are so many differences in the change from year to year. So, it is necessary to take steps to avoid these inconstant changes and putting the working capital changes in an optimal manner. 
1. The company maintenance of the current ratio and quick ratio IS satisfactory i.e. the company is having the ability to meet its current liabilities from its current assets. 
2. The debtors turn over ratio is gradually decreased. It is not good for the company. So, it is necessary to take the corrective measures to maintain this ratio at higher value. 
3. The average collection period is increased from year to year. So, the company must and should use better methods to reduce this collection period. 
4. The working capital turn over ratio is in optimal position. It is also better for the company to maintain this ratio in the same manner. 
5. As we have found that there are various fluctuations in the ratios due to various charges in the assets and liabilities. Thus, the corporation has to see that the change doesn't make vast changes. 
6. The working capital management has to done by the corporation so that they can easily assess the performance of corporation and try to maintain in ideal standards. 




                                             
                                                              CONCLUSION 
Working capital management is life blood for the company. If it functions well, then the company has no problems. If it has some illness, then the company will face many problems. 
Finally, from this study, the conclusion is the working capital fluctuations i.e. increase in working capital from year to year has high variations. So, it is necessary to reduce these variations in the working capital and there is necessary to take actions to avoid the high increases in working capital and try to invest more in fixed assets to maintain the company in a better position for a long run. 
And also it is necessary to take care about debtors and about their collection period. The Company must and should try to reduce the average collection period. 


   BALANCE SHEET (RS IN CRORES)
	PARTICULARS
	MAR-2013
	MAR-2012
	MAR-2011
	MAR-2010
	MAR-2009
	MAR-2008

	SOURCES OF FUNDS
	
	
	
	
	
	

	Share capital
	396.47
	396.47
	396.47
	132.16
	132.16
	132.16

	Reserves total
	18,818.05
	13,875.96
	11,240.44
	8,157.49
	5,668.77
	3,882.49

	Total share holders funds
	19,214.52
	14,272.43
	11,636.91
	8.289.65
	5,800.93
	4,014.65

	Secured loans
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	Unsecured loans
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	Total debt 
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	Total liabilities
	19,214.52
	14,272.43
	11,636.91
	8,289.65
	5,800.93
	4,014.65

	Gross block(profit)
	2,272.82
	1,771.14
	1,669.17
	1,421.40
	1,304.15
	1,259.68

	Less: Accumulated Depreciation
	1,173.56
	983.99
	921.37
	854.92
	799.25
	729.52

	Less: impairment of assets
	0.00
	0.00
	1.17
	1.58
	0.00
	NA

	Net block(profit)
	1.099.26
	787.15
	746.63
	568.06
	504.90
	NA

	Lease Adjustment
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	Capital work in progress
	677.17
	561.29
	248.31
	111.83
	112.97
	56.16

	Investments
	135.68
	76.14
	71.54
	83.28
	74.38
	74.02

	Current assets loans and advances
	
	
	
	
	
	

	Inventories
	415.42
	298.75
	302.46
	166.14
	126.74
	126.59

	Sundry debtors
	485.40
	427.00
	1,027.24
	487.71
	283.25
	316.08

	Cash and bank
	17,228.06
	12,854.94
	9,739.65
	7,198.80
	4,849.173
	3,109.46

	Loans and advances
	1,042.68
	682.92
	701.67
	430.05
	266.68
	1,188.33

	Total current assets
	19,171.56
	14,263.61
	11,171.02
	8,282.70
	5,525.84
	4,740.46

	Less: current liabilities and provisions
	
	
	
	
	
	

	Current liabilities
	771.78
	867.60
	484.58
	418.44
	268.02
	268.63

	Provisions
	1,008.84
	480.06
	680.17
	356.32
	149.34
	1,129.01

	Total current liabilities
	1,780.82
	1,347.66
	1,664.75
	774.76
	417.36
	1,397.64

	Net current assets
	17,390.84
	12,915.95
	10,606.27
	7,507.94
	5,108.48
	3,342.82

	Miscellaneous expenses not written off
	14.45
	16.78
	22.20
	24.55
	26.80
	29.95

	Deferred tax assets 
	6.16
	6.48
	9.92
	41.21
	9.67
	13.27

	Deferred tax liability
	109.94
	91.36
	67.96
	47.22
	36.27
	31.73

	Net preferred tax
	-102.88
	-84.48
	-58.04
	-6.01
	-26.60
	-18.46

	Total assets
	19,214.52
	14,272.43
	11,636.91
	8,289.65
	5,800.93
	4,014.65

	Contingent liabilities
	120.45
	102.16
	93.27
	338.99
	243.15
	322.27














 PROFIT & LOSS ACCOUNT (RS IN CRORES)
	PARTICULARS
	MAR-2013
	MAR-2012
	MAR-2011
	MAR-2010
	MAR-2009
	MAR-2008

	INCOME:
	
	
	
	
	
	

	Sales turnover
	11,375.40
	6,239.09
	7,564.03
	5,711.31
	4,185.84
	3,710.92

	Excise duty
	6.46
	0.00
	0.00
	0.00
	0.00
	0.00

	Net sales
	11,368.94
	6,239.09
	7,564.03
	5,711.31
	4,185.84
	3,710.92

	Other income
	1,205.70
	861.71
	884.56
	671.47
	354.77
	200.00

	Stock adjustments
	113.17
	-1.90
	127.39
	30.07
	-6.49
	4.42

	Total income
	12.687.81
	7,098.90
	8,575.98
	6,422.95
	4,534.12
	3,915.34

	EXPENDITURE:
	
	
	
	
	
	

	Raw materials
	23.18
	0.00
	0.00
	0.00
	0.00
	0.00

	Power & fuel cost
	47.62
	44.11
	42.21
	47.40
	42.79
	44.11

	Employee cost
	490.00
	418.39
	419.37
	355.11
	197.38
	179.88

	Other manufacturing expenses
	292.46
	312.45
	309.12
	240.14
	260.14
	185.37

	Selling & administration expenses
	1.988.63
	941.05
	1,001.61
	676.93
	435.22
	557.47

	Miscellaneous expenses
	85.40
	121.88
	86.87
	92.17
	75.56
	66.33

	Less: pre-operative expenses
	88.17
	19.46
	5.59
	6.27
	1.80
	1.64

	Total expenditure
	2,839.12
	1,818.42
	1,854.19
	1,405.48
	955.79
	1,031.52

	Operating profit
	9,848.69
	5,280.48
	6,721.79
	5,007.47
	3,578.33
	2,883.82

	Interest
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	Gross profit
	9848.69
	5,280.48
	6,721.79
	5,007.47
	3,578.33
	2,883.82

	Depreciation
	121.52
	73.16
	73.56
	60.00
	80.02
	113.69

	Profit before tax
	9,727.17
	5,207.32
	6,648.32
	4947.47
	3,498.31
	2,770.13

	Tax
	3,215.10
	1,733.22
	2,212.65
	1,711.28
	1,166.46
	932.75

	Fringe benefit tax
	0.00
	0.00
	11.17
	5.80
	3.50
	NA

	Deferred tax
	12.85
	26.84
	52.03
	-20.59
	8.14
	6.33

	Reported net profit
	6,499.22
	3,447.26
	4,372.38
	3,250.98
	2,320.21
	1,827.80

	Extraordinary profit
	0.72
	0.84
	-0.03
	1.91
	0.52
	0.49

	Adjusted net profit
	6,498.50
	3,446.42
	4,372.41
	3,249.07
	2,319.69
	1,827.80

	Adjust below net profit
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	P & l balance brought forward
	0.44
	0.92
	1.65
	1.93
	1.49
	0.53

	Statutory appropriations
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	Appropriations
	6,498.83
	3,447.74
	4,373.41
	3,251.26
	2,319.77
	1,826.84

	P & l balance carried down
	0.83
	0.44
	0.92
	1.65
	1.93
	1.49

	Dividend
	1,308.35
	693.82
	876.20
	651.53
	465.19
	365.57

	Preference dividend
	0.00
	0.00
	0.00
	0.00
	0.00
	0.00

	Equity dividend %
	330.00
	175.00
	221.00
	385.00
	352.00
	276.62

	Earnings per share-unit current
	15.86
	8.40
	10.65
	237.61
	170.37
	134.42

	Earnings per share (adj)-unit current
	15.86
	8.40
	10.65
	7.92
	5.68
	4.48

	Book value-unit current
	48.46
	36.00
	29.35
	627.24
	438.93
	303.77
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