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Based on the data analysis presented in Chapter

Noes 5 following cbservations regarding financial pere

formance have been made.

1)

2)

Current ratio indicates relatively weak liquie

dégy position as current ratios of DSSSK consiste-
ntly remained to be lese than the standard convﬁn-
tiocnal current tatio“;;EQQQ;;;;$iohid 11§u1d1ty po=-
sition i.e. 2:1.‘ The range ¢f current retio is

0.53 to 1.29 times,.

acid test ratios calculated, force to conclﬁdﬁ

that in the composition of current assets, stock
congstitutes major proporation which indicstes that
the quick assets are low than the current liabilie
ties. Resultantly thgvghort term financial position
highlighted by the zatioi‘it poor. Further it is
ncticed that the acide test iatiaa are declining and
always remained to be less than the standard i.e.
11ls, The minimum acid test ratio is 0.25 time and
maximum current ratio is 0,81 time of the current
liabilities. 1In the year 1%82«83 the ratio is very
low., In the years 1985-86 and 1986«87 the acid test
ratics remained constant and for the rest of the
years the ratios are fluctuating which indicates

unsound liquidity position,.



3(

4)

8)

é)
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It is concludec from the table of Bank finance to
working capital Gap ratio that the Todon Committee
norms are not being observed by the organisation and
there is no consistency in the financial management
practices, which shows in the crganisation does not
take care of the reconmendations cof the committee
as this retio should not be exceed 0,75,

The relationship established in stock and total
current assets shows that stock to current assets
proportion is gquiet high which is accured an account
of excess stock of finished goods, The stock to
current assets ratios range from 0.28 to 0.65. In
the year 1960/81 the stock to current assets ratio
is very low i.e. 0,28 time nﬁd for rest of the pericd
they are fluctuating.

bebt equity ratio indic:tes that there is excess
amount of cutsiders'® lisbilities than share holders
funds and burden of fixed charges is high. In the
year 1985«86 and 1986-87 lpgg»g;tm loans decreased
and they are replaced by fixed deposits from sugare
cane growers. | |
Long tezm debt to equity ratios show that eqguity
furkis have been increasing in study period except
in the years 1584«85 and 1985-86, /8 regards to
long term debt it has alsc increased up t0 195684=88
and for reat of the period they huve registered

a decreasing trend, From the LE ratios computed it
can be conclwied that DE ratios of DSSSK showed a



)

8)

9}

10)
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fluctuating trend for the pericd covered uncder study.
which remained tc be fluctuating from 0,96 €0 1,67,
The debt and assets, table shows that therc is
constant increase in assets in earlier part of

the study and theses assets are financed by borrowed
funds to the large extent (74% to 84x of total
assets.) In the later pericd the proportion expe~
rienced during 1980«84 is not changed except a slie
ght increase around 2 t¢ 3 percent,

Interest gﬁonat of the D&SSK has registercd an in-
creasin; trend. This situation is the out come

of utilisation of excessive borrowed funds which

has affected the profitability of the concern teo
large extent, #8 regarcsg the interest coverage ratio
it ig more than PBIT for the years 1981-82 and
198687, ¥For rest ©f the years it 48 in the range

of 26% to 90% of PBIT, For commercial concern appio=
priate interest coverage ratio is 6 to 7 times in

the light of this statement the interest coverage
ratic of DSSEK is not at all favourable.

it is clear from the table ¢of proprietory ratio,

that maximum funds are invested by outsiders.
Utilisation of own funds is remained at very low
level i.,e. 14% to 26

It i# clear from the table of fixed assets tov net
worth that the DSSSK is very successful in acquie
rin; fixed assets from owned funds instead of going
for borrowed funds. Fixed assets to Net worth ratios



11)

12)

13)

14)
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are in the range is 0.84 to 4.57x,

Stock turnover of IS8SK remained fluctuating in
study period and indicated hich amount of inven-
tory in the store. bBut this situation is the
outcome Of Government policy according to which
high amount of inventory is held in Godown.
Minimum inventory was held in the year 19808l

and 1935%5-.86, The range ef stock turnover ratics

in remained between 1,86 tc 14,1E%,

it is seen from the tible ¢f total Assets Turno-
ver that LiSS8K could not give maximum sales in
relation tu its totsl assets., the favourszble
retio is 231 but LESEK could not meintain this
position., In the year 196l-82 and 1982«63 the ratio
were very poor .s assets, acqguisation vas more in
relation to sales. The stock turnover ratios of
DBESK remained between 0.65 to 1,69K,

It &a clear from the table ¢©f fixed asssets turnover
that except in the year 1979=-80 D368K could not
attain the favourable fixed assets utilisation
which indicstes under utilisation of fixed assets
and absence of fixed assets' conirol. N:xrmally 581
i considered zs & favourable indication of fixed
asgets utilisation, In case Of LSSSK's ratio 1,860
is the minimum and 5,99 is the maximum ratio in
the periocd covered under study,

Current assets turnover ratios indicate that the

current assets employed USSEK have been utilised



- 106 =

effectively for registering more and more sales

in later part of the study which is 3,05 to 3.93
times of the current assets, Thus effective utilie-
sation of the current assets was made in the period
1983=84 to 1986-87 as compared to earller period

of study l.e. 1979«80 to 1982«83,

OBSERVATICONS RECARDING GEKERAL PERFORMANCE =

15)

16)

17

18)

19)

DSSSBK is successful in involving more and more
farmers in the activity undertaken which is indie
cated by the increasing trend of membership and
the annual average ¢rowth rote of increased in meme
bership of DSSSK which is 113,34 further increase
in spare capital is also supporting the conclusion
made in this respect.

Consistant increase in the fixed assets of LS3E8K
is observed in the study period, index calculated
for the period covered under study is 754 consi-
derin; fixed assets of 1979-80 as base.

As cane crushing 1s an important aspect of the
sugar industry. It is found that DS8ESK has regie
stered good performance in thig respeft by @gcxeg-
qaing its sugarcene crushing except in the period
1983-1986,

A8 regards to recovery DSSSK could maintain sugar
recovery above 11,49 and upto 12,35 and has bagoed
an award for 'Best Recovery',

Sales ficures of DS83SK also indicate satisfactory
performance of production department registering

a constant increase in sale of sugar,



20)

V.1l
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As earning profits®, is not a main objective of
comCperative sugar factories but to give maximum
price to the sugarcane cultivaters for the sugar
cane suyplied to the fectory. Here an attempt is
made to calculate exceas price given by DLSS8SK than
the minimum price fixed by the CGovt., Taking in to
account the aexcess price, adjusted profits have
been determined which indicate the profitability
of DSESK is fairly attractive but reported profits
are low because they are distributed indirectly by
giving excess price to the farmers for their sugare
cane supply, as ¢iving more price for sugarcane
supply, as giving more price for sugarcane supply
iz 8 prime objective of Co=0p, sugar foctory.
Based on adjusted profits profitability of DS
shows & favourable picture cf over all performance.
In the conclusion profitabilitywise the unit under
study can not be considered a weak unit,
SUCCESTIONS OF THE STUDY

Based on data analysis and observations made there=
from, here an attempt is made to give scme of D3S8SK
fruitfull suggestions to the management Liquidity
Ratios of DESSK indicate unscund shcrt term flnane
cial position. Though this position is not affee
cting directly on day tc day operations of the
factory it may affect on timely payments cf sugare
cane suppliers. It is therefore suggested that
management should follow the ncrms of professional

financial mansgement and maintain liquidity position,
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2) In the composition of current assets stock occuw
ples large, proportion which results in to blocke
ing of capital funds which may be minimised which
will result inte minimum store-expenses and will
contxibuts to net profit,

3) On fixed Leposits accepted from the sugar~cane
suppliers competetive rate of interest may be
given,

4) In future, no expansion scheme should be underta-
kan unless ‘dedt burden' comes down to a adeguate
level.

5) Operating cost of the factory should be curtailed
down as far as possible to provide a prouper cushion
for interest burden,

6) The permanent workers may be given shares of the
factory tc increase equity base of the factory
which may lecade to a sound base for *Workers parte
icipation in management,'
in the conclusion it can be said that the D88SK

has proved ¢ be a good example ©f a sugar-cane producer's

co=gperative organisation and contributed fairly well for

economic upliftment of tne farmers involved in the factories

saffairs and regicnal developmant ¢f£ the command arxes,



