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DATA PROCESS
To Examine the sickness of industry statisti­

cal data is one of the instruments of finding causes 
behind the sickness. Annual Reports of Kamani Tubes 
Limited before takeover and after takeover have been 
collected for processing. Data figures and converted 
into ratios. Keeping in mind the broad objectives of 
the study, the data has been analysed and interpreted 
with the help of Table No. 9 & 10.

The term ratio is used to describe significant 
relationships which exist between figures shown in a 
Balance Sheet, in the Profit and Loss Account, or in any 
other part of the accounting organisation.

The ratio analysis is one of the prevalent 
and most popular techniques to determine the financial 
and operating characteristics of a business undertaking. 
Ratio analysis used properly can be a great boom to 
assessing important characteritics such as solency, 
over- trading and profitability. The significane of 
accounting ratios may be viewed from the point of vari­
ous categories of interest.
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a) They assist the management in its basic functions 

: forcasting, planning, co-ordination, cotrol and commu­

nication.

b) Banks, trade creditors and other short-term 

lenders are helped in the assessment of liquidity aspect 

of the undertaking.

c) Long-term creditors are assisted in the financial 

viability of the under taking, over the term of the 

loan, on a continuing basis.

d) The investors are helped in assessing the 

prospective rate of return on their investments and the 

chances of appreciation.

RftllQS

With the help of the statement of comparision

of Ratios the following comments have been recorded.
»

Illiie ..Ratio___

Generally standard current ratio of 2:1 is 

considered satisfactory. Kamani Tubes Ltd. is an indus­

trial unit. Realisation from debtors and stock- turn 

over are slow. It needs current assets more. This ratio

gives the following picture.
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TABLE NO.11COMPAR1SION OF RATIOS FROM 1984-85 TO 1993-94.(Rs.in Lakh)
TyposofRatios
Year

CurrentRatio QuickRatio Capital Gearing Ratio
11
11
11

Stock to working 
Capital 
Ratio

1
Operat­ing
Ratio

111•1«1111

Cost of Sales to 
Fixed 
Assets

1984 1.65:1 1.13:1 4.6:1 •t — — 111 —

1985 0.9:1 0.68:1 4.2:1 1II — —
111| —

1986 1 0.9:1 0.68:1 4.2:1 111I — —
111| —

1987 11 0.9:1 1 0.67:1 4.2:1 11 — —
•111 —

1988 — — — »t — —
11t —

1989 0.9:1 0.68:1 5.8:1 11 — —
111| —

1990 1.8:1 0.95:1 5.8:1 1 105% 96% *11| 20.16
1991 1.8:1 0.96:1 6.1:1 • 104% 102% 1

1
1
|

22.71
1992 1.8:1 1 0.98:1 5.7:1 101% 1 101% 1

1
1
|

22.49
1993 1.7:1 0.94:1 7.5:1 108% 108% 1

1
1
|

23.72
1994 1.2:1 0.6:1 7.9:1 258% 128% 1

1
1
1
»

19.76



Before take over :
i) Short term financial strength is weak

• i.e 1989.
ii) Inadequate working capital.

After take over :
i) Some impovement is there
ii) Short of working capital

2)THE..LlflyiB-fiailfl

This ratio of 1:1 is treated satisfactory. 
If we apply this standard we get :-
1) Immediate solvency and ability is meet the immedi­
ate liabilities are not sound.
2) Company is under financial difficulties in both 
the stages.
3) There is an exception period of 1984.

3)THE CAPITAL GEARING RATIO
The main idea about capital gearing ratio is • to 

compare the composition of capital employed the company 
is said to be highly geard if the ratio is mors than 
0:5:1.

The company under study had a hight gearing ratio 
during the period of our study. This ratio increased
stillfurther after takeover.



H

4) STOCK TO WORKING CAPITAL RATIO.---
OPERATING RATIO,
COST OF SALES TO FIXED ASSETS
The Kamani Tubes Ltd. had no production from 1984 

to 1989. The above ratios are related with production 
and sales. So these ratios are not applicable to the 
periods before takeover.

After takeover picture Stock to working ratio 
is high and too high in 1994 indicate unsound working 
capital position.

In respect of operating ratio company kept very 
high ratio which shows managerial inefficiency and low 
profitability. Expect the year 1990 company incurred
losses. The loss trend went on increasing expect 1992.

*

Cost of sales to ftLxed assets varied from 20.16 to
19.76.

5)FIXED ASSETS TO NET WORTH
The company had huge accumulated losses during the 

period of study. It resulted the value of net worth in 
minus position. This is a very bad stage from bankers 
view point.



6) RETURNON TOTAL RESQURSES
NET PROFIT RATIO
The company incurred contineous losses except 1990 

and the above two ratios are based on profits.

7) GROSS PROFIT RATIO_____
During the period under study the company earned a 

meagre gross profit of Rs.33.51 lakh. It vanished in 
the accumulated losses.

8V MAJOR ITEMS OF EXPENSES
a) The company did not pay interest on loans and 
advances before takeover period. The workers co-op. 
society, Owner of the company after takerover paid 
interest on borrowing from banks.
b) The other very important item is Administrative 
Expenses. Company failed to pay such expenses in the 
years 1986 to 1989. This is disclosed from the Annual 
Reports. Some portion of this for the years 1984 and 
1985 are unproductive expenses as there was no produc­
tion. Table No.12 regarding major expenses enclosed 
here with.

From the above ratios causes & effects of sickness 
are noted in concerned para.



TABLE NO.12 
PARTICULARS OF MAJOR 

FINANCIAL YEARS FROM 1984-
EXPENSES 
85 TO 1993-94,

(Rs.in Lakh)
Particulars 

Major Exp.
!Interest | (Loans 
! ! & Advs.)

Oep. (Fixed | 
Assets){

Taxes ! Rent
ii

Admi. 
Exp.

1984 ! --- ! (497.02)
i i

9.36 (76.04)!
i
3.43 ! 3.24

i
178.92

1985 ! — } (410.63)
i i

8.97 (62.72)!
i
2.85 ! 3.69i 173.39

1986 | — } (409.40)
i i

6.59 (56.13)!
i
0.84 ! 3.69

1
—-

1987 i i! --- | (409.40) 5.40 (50.72)J 0.54 | 3.69 —

1988
1989
1990
1991
1992
1993
1994

48.79
76.26
71.68
82.88
84.97

(420.39
(830.35)
(870.89
(874.34)

(1069.79)
(1120.66)

6.38
4.07
3.05
4.53
4.71
5.98

(44.34)
(51.06)
(65.66)
(65.31)
(63.57)
(72.95)

0.62
5.32
3.60
5.04
5.42
7.81

4.62 | ---I3.69 | 120.24
3.69 155.80 I
3.70 | 182.31
3.70 | 215.68
3.70 ! 214.36

/


