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CHAPTER 1
 INTRODUCTION

INTRODUCTION OF THE RATIO ANALYSIS

            Finance is an integral part of modern economic life and occupies and important place in all economic activities. Financial is the science of money and life blood of industrial system. Finance management us that managerial activities which is concerned with the planning and controlling of the forms financial management is in its fancy dealt with the financing of corporate enterprises. Its evaluation may be dividends in the two broad phases that is the traditional phase and the modern phase. Its scope was treated in the narrow scène of procurement of funds by corporate enterprises to meet their financing needs. Because of its central emphasis on the procurement of funds. 

Thus the field of study dealing with the finance was treated as encompassing their inter related aspects of raising and administration resources from outside. Financial management is the management activity which is concerned with the planning and controlling of firm’s financial resource. As a separate activity of discipline it is recent origin. It was a branch of Economics till 1890. it has no unique of knowledge of it own and draws heavily on economics for it theoretical concepts. 

The subject of Financial Management is of immense to both academicians and practicing managers. It is of great interest to academicians because subject is still developing and there are still certain areas where a controversy exists for which unanimous solutions have been reached as yet. Practicing managers are interested in this subject because among the crucial decisions of the firm are those which related to finance and understanding of the theory of financial management provides them with conceptual and analytical insight to make those decisions skillfully.

Importance of finance

Finance is regarded the life blood of a business enterprise. This is because in the modern money oriented economy. Finance in one if the basic foundations of all kinds of economic activities. It is the master key, which provides access to all the sources for being employed in manufacturing activities. It has been rightly said that business needs money to make more money. Finance is “the science of money” and “life blood of industrial system”. Hence, efficient management of its finances.

Definitions

According to Prof. Bradley

“Financial Management is the area of business management, devoted to a judicious use of capital and careful selection of sources of capital in order to enable a spending unit to move in the direction of reaching its goals”

According to Colin Brooks

“Bad production management and sales management of slain their hundreds but faulty finance has slain its thousands”. The financial manager pays a crucial role in utilizing the resources in a most profitable manner.

Financial analysis

Financial statements provide a summarized view of the financial position and operations of the firm. The analysis is the process of selection relation and evaluation. The analysis of the financial statements is the process of evaluating relationship between component part of financial statements to obtain a better understanding of the firm’s position and performance. There are three steps involved in financial analysis.

· To select the information relevant to the decision under consideration from the total information contained in the financial statement.

· To arrange the information in a way to highlight significant relationship.

· The final step is the interpretation and dewing of inferences and conclusion.

TYPES OF FINANCIAL ANALYSIS

The financial analysis can be classified into two types. They are as follows:

Horizontal analysis

In case of this type of analysis, financial statements for number of years are reviewed and analyzed. The current year figures are compared with the standard or base year.

Vertical analysis

In case of this type of analysis a study is made of the quantities relationship of various terms in the financial statements on a particular data.

SCOPE OF FINANCIAL MANAGEMENT

Financial Management, as an academic discipline, has under gone significant changes over year as regards are scope and coverage. In order to have a better exposition to these changes, it will be approach to study both traditional approach and the modern.

Traditional approach

The traditional concept of financial management included with in its scope the whole gamut management had also a limited role to perform. He was expected keep accurate financial records prepare reports on the corporation’s status and performance and manage cash in a way that the corporation is I apposition to pay its bills time.

Modern approach
The traditional approach outlived its utility due to charged business situation since mid 1950’s. technological improvements, widened marketing operations, development of a strong corporate structure keen to make optimum use of available financial resources for continued survival.

The scope of financial management increased with the introduction of capital budgeting techniques. As a result if new methods and techniques, capital investments projects led to framework for efficient allocation of capital with in the firm also. During the next two decades various pricing medals valuation models and investment portfolio theories also developed. These environmental changes enlarged the scope of finance.

In this sense the central issue of financial policy so the use of funds and the central process involved is a rational matching of advantages of potential uses against the cost of alternative potential uses.

Funds requirement decision, financing decision, investment decision, and dividend decision. These are the scope of financial management.

OBJECTIVES OF FINANCIAL MANAGEMENT

Basic objectives

Traditionally the basic objectives of financial management are the maintained of liquid assets and maximization of profitability of the firm. Maintenance of liquid assets means that the firms have adequate cash in hand to meet its obligations at all times.

Other objectives

The following are the other objectives

· Ensuring a fair return to share holders.

· Building up reserves for growth and expansion.

· Ensuring maximum operational efficient and effective utilization of finance.

Finance Functions:

Although it may be difficult to separate the finance functions   from production marketing and other functions. Yet the functions them selves can be readily identified. The functions of raising funds investing them in assets and distributing return earn from assets to shareholders are respectively know as financing investment and dividend decision while perfuming these functions a firm’s attempts to balance cash inflows. This is called liquidity decision and we add it to the list of important financial decision include.

· Investment of long –term assets mix decision

· Financing are capital mixed decision

· Dividend or profit allocation decision

· Liquidity or short term mixed decision

A firm performs finance functions simultaneously and continuously in the normal course of the business. They do not necessarily occur in a sequence. Finance function call for skillful planning control and executive of affirms activities.

Investment   Decision:

Investment decision or capital budgeting involves the decision of allocation of capital of commitment of funds to long term assets.  Which would yield benefits in future? Its one very significance aspect is the task of measuring the prospective profitability of new investment. Future benefits see difficult to measure and can not be predicted with certainty. Because of the uncertain future. Capital budgeting decision involves risk. Besides the decision of recommitting funds an assets becomes profitable or non profitable.

Financing Decision:


Financing Decision is the second important function to be performed by the financial manager. Broadly he must decide when where and how to acquire funds to meet the firm’s investment needs. The central issue before him is to determine the proportion of equity is known as the firm’s capital structure. The financial manager must strive to obtain the best financing mix of the optimum capital structure of his firm.

Dividend Decision:


Dividend Decision is the third major financial decision. The financial manager must decide whether their firm should distribute all profit or retain them or distribute a portion and retain the balance. Like the debt policy the dividend policy should be determined in terms of its impact on the shareholders value. The optimum dividend policy is as which is maximized determines the optimum dividend payout ratio.

Liquidity Ratio:

Current assets management which affects a firm’s liquidity is another important finance function it addition ton the management of long term assets. Current assets should be managed efficiency for safe guarding the firm’s against the dangers of liquidity and risk. A conflict exists between profitability and liquidity while managing current assets. If the firm does not invert sufficient funds in current assets would not earn anything. Thus proper trade off must be achieved between profitability and liquidity. In order to ensure that neither in sufficient nor unnecessary funds are invested in current assets.

The financial manager should develop sound techniques of managing current assets. He should estimate firm’s needs for current assets and make sure the funds would be made available when needed.

NEED FOR STUDY

          Financial analysis is the process of identifying the financial strength and weaknesses of the firm by properly establishing relationships between the items of the Balance sheet and Profit and Loss account. Financial analysis can be undertaken either by the management of the firm by the outside parties, viz., creditors, investors and the public. The nature of analysis differs depending upon the purpose of the analysis.

        For example, the creditors of the firms are interested in receiving the interest on their debt in time and the repayment of the principle amount on maturity. This is not possible for a firm unless it’s sufficiently liquid to meet its obligations. As such the creditors of the firm are more interested in knowing the solvency of the firm. The suppliers of long-term debts are interested in knowing the solvency of the firm.

        The analyst is able to estimate how much the firm utilize the resources of the society in generating goods and services. Turnover ratios are the best tools in this respect. The analyst can say how far the firm could meet its obligations and satisfy its demand. 
OBJECTIVES OF THE STUDY

         The present study in “Coastal Corporation Limited” has been undertaken to evaluate the financial performance of the organization though Ratio Analysis by keeping in view the following objectives.

1. To study the overview of “Coastal Corporation Limited”

2. To analyze the firm’s financial position with regard to the liquidity. Solvency and profitability.

3. To study and examine the ratio analysis of company.

4. To offer some suggestions to improve the performance of the organization

METHODOLOGY OF THE STUDY

     The data obtained for the study has been divided into two groups

· Primary Data:

It comprises of information obtained by discussing with the Heads of the department.

· Secondary Data:
 It comprises of information obtained from annual reports, Balance Sheets and other statements, files and some other important documents maintained by the organization and by referring journals, company broachers, textbooks and other publications. Data was also collected by browsing the internet with different Coastal Corporation  websites.

· Coverage:
The present study covers a four years period from 2006-2007, 2007-2008, 2008-2009 and 2009-2010 for the evaluation of the financial position of Coastal Corporation Limited.

LIMITATIONS OF THE STUDY

· The study is confirmed only to trend analysis, composition of ratio and funds flow statements.

· Comparison of the firm’s financial performance with any other organization is not possible if the financial statements of other organizations are not available in the organization under study.

· The study is also subject to the limitations of the Balance sheet and the profit and loss account.

       However, a satisfactory exercise has been made to study the financial performance of Coastal Corporation Limited, thorough ratio analysis which is a powerful tool of financial analysis. 

CHAPTER 2
INDUSTRY PROFILE 

INDUSTRY PROFILE

The Indian Seafood Industry 

India is the third largest fish-producing nation in the world, exporting to 73 countries. It has the potential to grow further in view of the growing demand in trading blocks such as the European Union, United States, Canada and Middle East. 

There has been huge transformation in the Indian seafood industry over the last few years many of which have not been highlighted or marketed in the international arena. In 1997 the EU banned Indian seafood, citing lack of hygienic and phytosanitary measures in the industry, this was a landmark as thereon India has come a very long way.

The challenge was on and India spearheaded quality control and HACCP was put into place. Today we have excellent facilities, competitive labour and our infrastructure is catching up fast. 

The Indian Coastal Eco-regions
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With 8,129 kms of sea-coast, the Indian seafood industry is the 3rd largest seafood market in the world. 
STATISTICS ON THE INDIAN SEAFOOD MARKET:

*  The overall export of marine products reached a record figure of $1.6bn during 2005-2006

* Exports have shown an increase of 11% in quantity and value

*   Frozen shrimp continues to be the largest item exported in terms of value at 59%

*   Fresh fish is the largest export item in terms of quantity with 36% of total export volume.

* India with a fishery production of nearly 6m tones a year, is now the 3rd largest fish producing country in the world. However it is ranked 16th in terms of seafood exports with a 4% share in global marine trade

*    With marine exports reaching €2bn in 2007, forecasts are for €4bn export earnings by 2010, especially with untapped aquaculture and tuna reserves

*     Aquaculture is growing globally, India is ranked 2nd in aquaculture production but currently only 6% of the coastline is utilized for this purpose. The potential for future growth is significant

*      India has the largest number of EU approved processing plants in the world with a 3m tone annual capacity, however only 20% is being currently utilized. It is estimated that by 2010, €25m would be invested in this sector by the local market alone

*      Tuna fish farming is growing in importance. India has the resource potential of 213,000 tones but currently lands less than 10% a year. The first EU approved tuna factory is due to open in 6 months

*       The MPEDA and Indian Government are currently focused on enhancing production and boosting exports to make India the top global seafood exporter

1. Sustainable seafood supply chains:

   Approximately 50 million people worldwide depend on fishing for all or most of their family earnings, while another 150 million depend on fish processing and the fleet servicing industry. More than 10 million work on 2.5 million small-scale fishing vehicles and account for 50 per cent of the world’s catch. An increase in the number of artisanal fishermen and industrial vessel activity in coastal waters are the mains causes of fish stock depletion, since coastal over-fishing is a leading problem in developing countries (FAO 2001).

            To keep increasing fish supply, aquaculture is becoming an important occupation. However the environmental risks of aquaculture include water pollution, wetland losses and mangrove destruction.

                         Sustainability of marine fish stocks is a global concern.2 According to the Food and Agriculture Organization of the United Nations (FAO), “An estimated 25 per cent of major marine fish stocks are under-exploited or moderately exploited. About 47 per cent of the main stocks or species groups are fully exploited and are producing catches that have reached, or are very close to, their maximum sustainable limits. Another 18 per cent of stocks or species groups are reported as over-exploited. The remaining ten per cent of stocks have become significantly depleted, or are recovering from depletion and are far less productive than they used to be… Catches of commercially-valuable fish species may be surpassing permitted levels by over 300 per cent due to illegal and unregulated fishing (FAO 2002).”

                       Fishing methods such as bottom-trawling uproot the ecosystem at the bottom of the sea. Drift nets covering miles of ocean result in catches of diverse fish varieties. Some of these methods are banned in many countries. Sustainability in the seafood industry depends on the conservation of fish stocks so they are not depleted and continue to be a part of the common man’s diet.

                      Several measures are adopted at national and international levels to promote sustainable fisheries. In 1982, the United Nations Convention established that each country was permitted an exclusive 200mile economic zone to conserve fish stocks. In 1992, the UN established a treaty banning long driftnets on open seas. Subsequently in 1995, it strengthened the monitoring and harvesting of migratory fish. In India, in accordance with the 1999 notification of the central government, most coastal states introduced a monsoon ban on fishing (specifically fishing with trawlers). 

                     Although the ban was prompted by concerns for fishermen safety, since venturing into the sea is dangerous in the monsoon, another important motive was to arrest depleting fish stocks.

 Sustainability of fisheries is distinct from sustainability of the fishery sector. While the former deals mostly with resource management, the latter is also concerned with the sustainability of the supply chain, such as fisherman livelihood issues, employment issues for the industry and income adequacy. The Indian government and other state governments have introduced several plans that target various

actors in the supply chain.

                     The Organization for Economic Co-operation and Development (OECD) document on Transition to

Responsible Fisheries presents a comprehensive model for transition to sustainable fisheries (OECD 2000). It covers the following conditions:

2.Overview of the Indian seafood industry

With an annual fish production of approximately six million tons in 2003, India ranks fourth in global fish production and second in aquaculture. 

 Table 2.1 reveals the growing importance of inland fish production (primarily aquaculture) in the total production. In this research we exclusively study the marine fisheries sector.

Table 2.1: Fish Production in India (thousand tons)ear Mar

	Year
	marine
	Inland

	1989–1990 


	2,275        
	1,402



	1990–1991
	2,300       
	1,536



	1991–1992
	2,447          
	1,710



	1992–1993
	2,576          
	1,789



	1993–1994
	2,649        
	1,995



	1994–1995
	2,692        
	2,097



	1995–1996
	2,707        
	2,242



	1996–1997
	2,967         
	2,381



	1997–1998
	2,950        
	2,438



	1998–1999
	2,696       
	2,566



	1999–2000
	2,834         
	2,823



	

	Year
	Marine%
	Inland%

	1950–1951
	71
	29

	1960–1961
	76
	24

	1970–1971
	62
	38

	1980–1981
	64
	36

	1990–1991
	60
	40

	2000–2001
	50
	50


Year Marine (%) Inland (%)

Source: Indian Council of Agricultural Research, Ministry of Agriculture

   The seafood world market has doubled within the last decade reaching US$49.32 billion. India’s share in the world seafood market is 2.4 per cent. The growth of fish production in India has been labeled the “Blue Revolution” by the Indian Council of Agricultural Research since fish production increased from 0.75 million metric tons in 1951 to 6.1 million metric tons in 2003. In 2002–03, marine product exports increased to all time highs in volume and value, with actual export of 467,297 metric tons valued at Rs. 68,810 million or US$1.43 billion, representing a unit value increase of 3.4 per cent over the previous year. Frozen shrimp continued to be the major item, contributing 66.97 per cent of India’s total marine product export. The share of frozen fish (comprising of ribbonfish, pomfret, tuna, fish loins and steaks) in 2002–03 was 42.01 per cent in volume and 12.23 per cent in value. In 2001–02, it was 41.22 per cent in volume and 11.97 per cent in value. In 2002–03, export of cephalopods, especially cuttlefish, grew to 35.37 per cent in volume and 48.92 per cent in value. The export of frozen squid also registered a growth of 16.59 per cent in value over the previous year. However, there was a shortfall of 4.91 per cent in volume.

3.The seafood supply chain in India: A ground view

The supply chain, in general, comprises of:

Fisherman ➔ Commission Agent ➔ Supplier (Pre-processor) ➔ Exporter

            Transaction costs between the fisherman and the commission agent, such as labor expenses on lifting, cleaning, etc., are borne by the agent. Those between the agent and the supplier are borne by the

Supplier, while those between the supplier and exporter are borne by the supplier. The level of 3 Ministry of Agriculture, Government of India. 4 Hazard Analysis and Critical Control Point (HACCP) is a quality management system which identifies and evaluates points during production in order to set up measures and control hazards to ensure product safety.
1. Fisherman

An average fishing trip is approximately four to five days and involves spending approximately Rs. 60,000–70,000. The risk of inadequate catch is completely borne by the fisherman. The inputs required on the boat include diesel (approximately 2,000–2,500 liters), ice (8–10 tons), helpers (10–12 on average), assistant fishermen aboard the boat and food.

 The fisherman sells his catch as per different types of fish to the commission agent. The fish at this stage are not graded because the fisherman lacks adequate knowledge of fish handling. The ice on which fish is stocked is made from unclean water and handled in unsanitary conditions. Salt used in ice is unprocessed, rendering it inappropriate for consumption. Ice handlers use dirty feet and hands to handle ice and transfer it to the storage facilities of the boat.

“Lack of access to education, drinking water and health facilities still beleaguer India’s coastal fishing communities. Mobility of fishers from fishing to alternative forms of employment also seems to be very

limited due to lack of education and income poverty (UNDP 2003).”

However, socio-economic conditions in fishing villages are better than in farming villages.6 The logical argument is that the value of a fisherman’s catch is comparatively higher than a farmer’s yield. Further, the seafood supply chain in the domestic market is quite short and reasonably transparent, resulting in better margins for each actor, including the fishermen. Also, fishing is not a seasonal exercise like farming.

2. Commission agent

The commission agent is the link between the fisherman and the supplier. The commission agent is particularly useful because he deals with less literate, local-language speaking fishermen as well as organized and professional suppliers. The commission agent procures goods from the fisherman and grades each type of fish as clean or defective, based on the condition of the fish (i.e., wear and tear, size, broken parts, etc.).

3. Supplier

The supplier is the link between the commission agent and the exporter. The supplier has trucks to transport products to his facility where they are cleaned and graded in three to four grades based on size, quality and defects. Suppliers often deal with single types of fish, unlike commission agents who deal with the complete catch of the fishermen. Suppliers have small depots alongside docks or harbours where products are sorted and cleaned. Severe infringement of labour and human rights are observed at the supplier’s facilities, especially child labour and extremely poor working facilities. Sanitation is very poor; drains are open and effluent is discharged

without treatment. Solid wastes such as small fins and insoluble effluents are discharged into open drains. Bigger solid waste such as spoiled fish and broken organs are dumped in open garbage cans in

the vicinity, creating a foul smell in the surroundings. This situation exists even though garbage is cleaned twice-a-day by municipal authorities.

             Working conditions are very poor. Small children, women and some men clean fish in groups of four while squatted on the floor. The ground is wet, cold, without cushions and there is little space between workers. There is no provision of organized labour. A contractor is appointed for daily labour requirements and nearly all workers get daily wages without any social security. Fishermen, suppliers and preprocessors do not receive adequate attention from MPEDA, compared to the attention received by exporters. Hence their performance goes unchecked.

4. Exporter

The exporter is the most sophisticated end of the supply chain. Issues such as the Hazard Analysis and Critical Control Point (HACCP) first emerge at the exporters end. The rest of the chain is completely

unaware of export-import regulations and safety issues.

The exporter is the price setter—the prices move downwards from the exporter to the supplier, to the agent and then to the fisherman on a daily basis. The level of transparency is very low between each of these groups. Even suppliers are unaware of the selling price of exporters. Nevertheless, exporters receive prices from their buyers in importing countries. Due to lower margins and a drop in global prices in 2004, small Indian exporters are facing immense competition from huge global counterparts, often over 100 times their size. Iceland with over 150 small units faced a similar situation nearly two decades ago against the backdrop of globalization and survived the crisis through consolidation. Ten small units merged to become one unit, large enough in size and capacity to match the big ones in the U.S. and EU. Learning from the Iceland approach, eight of the 68 seafood-processing units in Kerala have decided to merge into a single, large public-limited company. The minimum cost of a EU certified plant is Rs. 80 million. The net worth of companies who are certified to export to the EU ranges between Rs. 800 and Rs. 3,000 million. MPEDA is very active in ensuring that exporter facilities are able to comply with international standards.

     employees’ in export units are well trained and wear gloves and face masks. The hygiene facilities are very good. Staff have access to clean toilets, wear clean uniforms and have a comfortable work environment. Most importers and buyer representatives visit export facilities on a regular basis, especially when the importer is planning a long-term purchasing contract. Exporters are particularly concerned about the handling methods at the bottom of the chain, i.e., at the fishermen’s level. Hygiene and food safety infrastructure at the docks is inadequate. Wastage and the cost of compliance will be substantially reduced with adequate training of fishermen and a minimum infrastructure at the beginning of the chain.
5. Importer

This research involved a short field survey in Europe to determine if importers are concerned about fishery sustainability issues. Similar to several other sectors, there is significant divergence in the performance of big and small importers. Particularly interesting is that several importers are also concerned about importing regulations in their own countries, allegedly driven by consumer organizations. This is causing uncertainty in business transactions. Small importers have restricted their requirements to mandatory import regulations which are very high, while big importers inquire about traceability and sustainability. Due to the low possibility of implementation and scarcity of resources, no importer has imposed any labelling requirement on exporters beyond mandatory obligations. Several large international groups such as the British Seafood have their own sourcing codes which cover ethical trading and sustainability, and conduct independent verifications and annual supplier audits. These codes are based on international norms such as the Ethical Sourcing Initiative. There is immense pressure on retailers in Europe to keep fish prices low, even at the cost of excessive resource use since fish is becoming a staple food in the diet of Europeans. Its popularity is increasing because of better health benefits in comparison to meat and chicken. In research conducted by Consumers International in Europe, 45 different claims were found on 12 products, ranging from

“friend of the sea,” “better for the environment,” “sourced from population conserving fishery,” “committed to conservation fishing methods” to “dolphin safe” (Consumers International 2004). This

has confused the consumer and has made him/her less label conscious. The price premium for sustainably managed Indian seafood is untested, since India does not have a single seafood evolvable. Internationally, the MSC label has certified a handful of fisheries amounting to less than 0.5 per cent of global fish trade. Although MSC certified fish are able to gain certain price premiums, the market for such fish is too small for making any observation.

Most importers think the importance of sustainability will grow exponentially in the future, especially due to the rate that fish stocks are depleting. Although aquaculture is currently filling the gap, expected growth rates in seafood demand may outpace supply. Further, intensive aquaculture has far-reaching impacts, not only on future supply, but also on the environment (mangrove destruction, Stalinization, groundwater pollution, etc.)Trade knowledge network
4. Identifying the critical concern: The bottom of the chain

The landing centers

There are generally two types of fish landing centers: natural ports, which are normally beach landings; and constructed ports. Each have distinct infrastructures and problems. By studying the four landing sites in Mumbai and Cochin in India, we can generalize the state of affairs for beach and concrete landing sites. MPEDA, along with local stakeholders, have developed a modal fishery harbor at Cochin, Kerala. 

                   The Cochin harbor adopts a cluster approach to fishery development, where the ice factory, nets and spares depots, auction centre’s, supplier storage and pre-processing facilities, and transportation facilities are available in the harbor vicinity. Further, the harbor is a fully concrete-tiled. Oil pumps and ice machines directly transfer raw materials into the boat. Elevated, steel-plated and drainage-equipped Platforms provide hygienic transfer of fish from the boat to the auction facility on the harbor and subsequently into suppliers’ containers. The state of the other harbors is quite poor. There are more beach landing centers’ in the country than Port landing centers. Beach landing centers require extensive investment in infrastructure. Most port landing centre’s, even in big ports in Mumbai, are unhygienic and lack basic amenities such as clean water and drainage systems.

The state of the fisherman

The fisherman is the price taker since the price moves from the international market via the exporter to the lowest actor in the chain—the fisherman. He is also the risk bearer; he bears all fishing expenditures and assumes the risk of a poor catch. Fishermen are the primary affected stakeholders of government regulations such as annual fishing bans or environmental measures like turtle conservation. In India, fishing is a full-time profession, and fishermen do not have any alternate source of income generation. Export promotion agencies concentrate their activities on assisting exporters, leaving little development for fishermen.

5. Marine Stewardship Council label: 

               The MSC program is a voluntary independent, third party certification that developed out of initial efforts of Unilever and World Wildlife Fund (WWF). Fisheries are assessed for being well managed and

Sustainable, based on the principles given below:

■ a fishery must be conducted in a manner that does not lead to over-fishing or depletion of the exploited populations and for those populations that are depleted; the fishery must be conducted in a manner that demonstrably leads to their recovery;

■ fishing operations should allow for maintenance of the structure, productivity, function and diversity of the ecosystem on which the fishery depends, including the habitat and any associated dependent and ecologically-related species; and

■The fishery is subject to an effective management system that respects local, national and international laws and standards, and incorporates institutional and operational frameworks requiring responsible and sustainable resource use.

              However, beneath these three principles lie management practices which propose fundamental changes in fishing practice in India

6.The EU and U.S. seafood import regulations:

 U.S. process regulations

The December 1995 U.S. seafood regulation on HACCP has mandated every processor and importer to comply with HACCP from December 1997. To ensure compliance with its food-safety regulations, the U.S. Food and Drug Administration (FDA) requires importers to meet one of two conditions. First, importers may obtain seafood from countries with voluntary agreements with the FDA. These agreements may document that the countries’ seafood safety systems are equivalent to or in compliance with those of the U.S. Second, if these agreements do not exist, importers must have records demonstrating that foreign firms’ products entering the U.S. have been processed in accordance with U.S. HACCP requirements. Such records may include a copy of the foreign firms’ HACCP plan.

The FDA inspects some U.S. importers and some foreign firms to determine their compliance with HACCP regulations. It also examines and tests samples of imported seafood products at U.S. ports of entry to verify their safety. The FDA has the authority to hold imported seafood products while determining if the product is adulterated. The FDA also has the authority to detain imported seafood products and requires importers to demonstrate the products are not adulterated, a process called detention without physical examination (DWPE). 

    The HACCP system is based on the following seven principles that each seafood firm must address:

■ Conduct a hazard analysis to identify hazards likely to occur;

■ Identify the Critical Control Point (CCP) to determine a point, step or procedure in the production process where controls can be applied to prevent, eliminate or reduce food safety hazards likely to occur;

■ Establish critical limits for each CCP by setting maximum or minimum parameters of factors, such as cooking time and temperature, that must be controlled at each CCP to prevent, eliminate or reduce the hazard to an acceptable level;

■ Monitor each CCP to ensure the process is under control at each CCP;

■ Establish corrective actions taken when monitoring shows deviations from established critical

limits;

■ Establish verification procedures to ensure HACCP plans accomplish intended goal of safe

product production; and

■ Establish record-keeping and documentation procedures such as the HACCP plan, CCP monitoring, corrective actions and verification activities.

              Unlike the EU system, where exporters are required to seek prior approval from the European Commission (EC), the U.S. system requires the importer to adopt certain measures to import seafood.

    Importers must maintain a written product specification for each product and must document at least one of following six affirmative steps for each product:

■ HACCP and sanitation records from processor;

■ Continuing or lot-by-lot certification from foreign inspection authorities or third-party;

■ Regular inspection of foreign processor;

■ Copy of HACCP plan from processor and written guarantee that the imported seafood product is processed in accordance with HACCP requirements;

■ Periodic testing of the imported product and a written guarantee that the imported seafood product is processed in accordance with HACCP requirements; and

■ Other appropriate verification measures.

       HACCP defines requirements for critical control points in production, sets practices for plant staff to prevent hazards from occurring and provides procedures for monitoring and auditing. The standards also delegate responsibility to the operating staff. In this way, the standards are a tool to ensure food safety by focusing on prevention rather than relying on end-product testing.

EU process regulations

EU is India’s largest trading partner. In 2004, India is still in List 1 of Annex 1 of the EC Decision 97/276/EC, amended by 99/136/EC, whereby all organizations exporting seafood to the EU require Export-worthy certification of their processing facilities by an EU-nominated inspection agency. In the case of India, that agency is the Export Inspection Council of India (EIC). Facilities are required to undergo inspection every two months. The EU Council Directive 91/493/EEC lists the health conditions for the production and export of fishery products to the EU. Several subsequent directives provide detailed rules for application of 91/493/EEC, such as 94/356/EC regarding health checks on fishery products and 92/48/EEC for rules on fish caught on board certain vessels.

In 1999, the EU undertook a detailed mission to India, as per EU directive 91/493/EEC. The mission suggested several measures to improve India’s fisheries sector to ensure India remains in List 1, Annex 1 of the EC Decision 97/276/EC, which allows approved units in a country to export to the EU. These recommendations included improving the hygienic environment in pre-processing plants and improving the hygienic environment for block-ice factories.

The EU process regulations are similar in architecture to the HACCP compliance but are more detailed and require extensive upgrades of the domestic certification system and the exporter. Exporters must submit an application form and relevant documents, including the HACCP manual, to the EIC who conducts a short assessment to discover deficiencies.

     Once the documentation is in order, multi-organizational teams comprising of MPEDA, the Central Institute of Fisheries Technology (CIFT) and EIC conduct a deeper assessment, after which formal requirements are suggested. After completing these requirements, the exporter is cleared by the Supervisory Audit team and issued an approval number that is valid for two years. Regular monitoring is conducted with monitoring visits and corporate audits. A health certificate is also issued by EIC on request after verifying the requirements. EU requirements are more comprehensive than U.S. requirements. The EU requires exporters to have their own ice-making units and preprocessing facilities. The EIC acknowledges that EU process requirements impose more-than-necessary conditions often not listed in formal documents. For example, after visiting facilities, the EIC has also listed conditions which do not form a part of the written text of the EC decision, such as the number of change rooms per facility and separate chill rooms for every section of the processing unit.

CHAPTER 3

COMPANY PROFILE

Genesis of the company  

MIs, Coastal Corporation Ltd., has been one of the valued customers for supplying of marine products and enjoying good reputation in the export market. The Company was established in 1981 and utilized developed advance technology in 1984. The Company was till recently handling mostly sea material process the same at their own processing plant at Marikavalasa, Paradesipa Madhurawada, Visa and export frozen shrimp to USA, Japan and European Countries They have now started dealing in other cultured material like Vannamei and fish also to broad base the market and also to improve the profit margins. Now the company wants to start another plant at Village Dharmavararn S.Rayavaram Mandal Visakhapatnam dist to expansion their business.

Infrastructure: 

The Company presently owns a fully equipped processing plant to meet the Japanese, EU and USA standards. The plant has a cold storage facility with a capacity of 450 MT sufficient to meet the company’s requirement. Water, Power, Labor and Technical support are available. The IQF facility at their plant will give an edge to the company on the marketability of their products with value addition and more profit margins. Due to market demand the company has acquired a additional sea food processing plant at Village Dharrnavarar, S. Rayavaram Mandal Visakhapatnam dist and commenced modernization of the plant to facilitate processing of own material as well as for other merchant exporters (installed capacity 3000 MT PA). The company intends to develop the plant with all moderen, state of the art facilities to meet the Japanese, USA and EU standards. Initially the capacity utilization of this plant around 50%.

The management is very well experienced in the line of activity for the last 30 years. They have also tied up with established supply lines for procuring raw material from various deep-sea and coastal fishing establishments. They have also tied up with several Vannamei shrimp farmers in the neighboring Godavari Dists for regular and continuous supply of Vannamei shrimp material. Necessary advance payments have also been made in this regard.
Out Look of Sea Food Industry:

India contribution to worlds aquaculture production is significant and country now ranks second in world aquaculture next to China.

The earnings from export of marine products from India crossed the landmark figure of US $ 2.5 billion in 2010-11, the highest ever, according to provisional estimates of Marine Products Export Development Authority (MPEDA). The export of marine products during April - March 2010-11 touched US$2.67 billion, a growth of 10.96 per cent in quantity, 20.42 per cent in rupee value and 25.55 per cent in USS terms, compared to last year. A total of 752791 tones, valued at Rs 12,10048 core, were shipped last financial year as against 678,436 tones, worth Rs 10,048.53 core, in 2009-10. The exports worth US $ 2.13 billion in 2009-10, the provisional figures show.

It may be noted that the achievement came in spite of the after effects of recession in the international market! Rupee becoming stronger vis the Euro and the Dollar, the impact of the collapse of economies in Greece, Spain and Portugal in the EU region causing the depreciation of Euro against US Dollar. EU is the largest market for Indian seafood items for the last five years. Considerable increase was made in the export of frozen shrimp and frozen squid during the period. Large-scale production of Vannamei shrimp in addition to high productivity of black tiger shrimp and increased landing of squid might be attributed for the increase.
Major Export items

According to the provisional figures, frozen shrimp continued to be a major export item accounting 46 per cent of the total US dollar earnings. Shrimp exports during the period increased by 13 per cent, 35 per cent and 41 per cent in quantity, rupee value and US$ value, respectively. There is a considerable increase in unit value realization of 24 per cent. Export of shrimp to USA has registered a tremendous growth of about 83 per cent in volume and 140 per cent in US$ terms.

Major markets

The European Union (EU) continued to be the largest market with a share of 26 per cent in US $ realization. However, there is a marginal decline of 1 per cent in quantity exported. USA regained the second place with a share of 16 per cent, followed by South East Asia with a share of around 16 per cent, China at 15 per cent, Japan 14 per cent, Middle East 5 per cent and other countries at 8 per cent. Exports to USA registered a remarkable growth of 104 per cent in US$ realization and 47 per cent in terms of quantity during the year. Increase in export of shrimp and squid contributed to the growth.

Exports to Japan also registered a growth of 11 per cent in quantity and 36 per cent in US$ terms. Export of all item except chilled item showed an increasing trend in Japanese market.

The demand for sea food is increasing all over the world] particularly Indian Seafood exports as could be seen from the increase in exports during the year

2009-10. One of the reasons being, seafood is considered healthier as compared to other meat. India is gifted with long coast line ideally suited for development of seafood industries. Planned development would provide abundant opportunities for seafood industry. Indian seafood product exports during the year 2009-10 recorded an increase of about 15% over previous year in terms of value and about 10 % in terms of quantity. During year the 2009-1066.4 million tones of seafood valued at Rs. 99.2 billion were exported. The European Union remained the largest market for Indian seafood accounting for 0.16 million tones at Rs.29.93 billion with China taking the second position.

With expansion of the processing capacity to 6000 M PA and modernization of the processing plant to suit for EU & US standards the company shall able to consolidates his position as market leader in the near future.

Export of Sea Food is one of the thrust areas earning substantial foreign exchange for the country and as such apfiy included in the Extreme Focus Concepts’. Indian Sea Foods/Aqua Culture Exports are predominantly to Japan] European Union and USA constituting nearly 60% of the total Marine exports Marine exports- foreign exchange earnings in excess of Rs.7245 Iakhs during 2005-06 with the production of 107,772 M.T. Currently the industry is suffering from increased cost of raw material, overheads. Despite handling large volumes the export realizations are lower due to appreciation of the rupee. Govt. of India with a view to provide necessary support and encouragement to the industry has been providing interest subvention facility up to 4% on food processing units (exports) also besides continuation of DEPB benefits. The industry is gradually improving their performance. How M Coastal Corporation Ltd. with its own processing plant, established network of quality raw material suppliers/buyers and export of value added products ( is well placed to maintain its performance on the expected Units.

Various Permissions obtained from Govt. Departments for the existing plant

- Import and Export Code issued by JDGFT on 14.12.1990

- Star Export House certificate issued on 16.06.10 and validity up to

31.03.2014

-EU approval certificate validity up to 18.06.2012

- RC Member Ship Certificate issued by MEPDA validity up to 31.03.2013

- BRC code Certificate Grade A validity up to 08.04.2011

SWOT ANALYSIS

STRENGTHS: 

  M/s. Coastal Corporation Ltd., has been in seafood export business for over a period of 2 1/2 decades and regarded as a major export house in the area. The Company’s products are widely accepted by International Buyers in USA, EU. & Japan. The Company has its own processing plant with all necessary infrastructures including a 200 MT capacity cold storage. The Company in spite of incurring heavy losses during the early part of this decade has come up with creditable performance. The Promoters are hard working and have been dealing with us for the last 25 years. Their dealing with us are satisfactory.

WEAKNESSES: 

The product handled by the company is highly perishable and any delays in the transportation of raw material/finished product and disruption of cold

chain may affect the quality of the product and consequent acceptance in the International markets. The Company however has its own fleet of refrigerated trucks for smooth transportation of the material and facilities for immediate processing and storage.

OPPORTUNITIES:  

The Company’s Branded products like “COASTAL’ COASTAL GOLD’ and “JEWEL’ have been accepted n the International markets and command better price realization. With the modernization of the plant for processing value added products like OF and Cooked products, the company is attracting additional buyers for increasing export volumes.

THREATS:  

  As the raw material is sourced mostly from deep sea and coastal fishing vessels, natural calamities like cyclones may affect the operations of the export houses who are totally dependent on these sources. The du of Vietnam & Chinese material into the internal markets may lead to tough competition for the Indian products and also fall in export prices. Stringent guidelines for quality controls by the importing countries may affect the Indian exports due to complacence on the part of few exporters.

The Company with its modernized processing plant and broad based raw material sourcing and international buyers is better placed to withstand the competition. The Government of India, in its Foreign Trade policy is providing various sops to encourage export of aqua products. These steps would go a long way in mitigating the threats.

The Company enjoys good reputation in the export market and their achievements and awards include :

1, Certificate of Excellence in Export through Deco Sea Fishing during

1992 from MPEDA

2. The Company is ranked at 163 in the top 200 Foreign Exchange earners in the country’ for the year 1998-99

3. The company is recognized as a ‘Star Export House’ by Govt of India  

The Company is an approved Green Card holder for exports to USA, EU and also implemented USFDA sea food HACCP regu!2 Ions (CFR 123) for Sea Food Exporters.  it is a registered SSI unit.

                                      Organizational structure


















personal department;








PURCHASE DEPARTMENT










MARKETING DEPARTMENT;









FINANCE DEPARTMENT:









Marketing function

Coastal Corporation limited is marketing its products on its own. It is one of the competitive players in the domestic and international markets.  Visa and export frozen shrimp to USA, Japan and European Countries. It is now focusing on expanding and consolidating its markets in these countries by entering into long term tie ups with its clients.

The main products :

1. shrimps

2. live fish

3. shrimps feed

4. job work

Financing and accounting wing

In the coastal corporation limited main function of the finance and accounts department is to look after the treasury management and to render service in financial aspect for effectively conducting the business of the company. The finance department has many sub sections. the entire department is headed by the general manager. Finance and accounting department of coastal corporation limited is divided into several sections for administrative control and assignment of responsibilities and fixing of accountability etc.

To name a few are :

The following sections of finance and account departments

1. material accounting

2. stores accounting

3. sales accounting

4. general account section

5. cash section

6. project accounts

CHAPTER 3
THEORITICAL FRAME WORK OF RATIO ANALYSIS 

INTRODUCTION

         Ratio analysis is one of the powerful tools of the financial analysis. It is expressed where figure is divided by another. For example, if 4000 is divided by 10000, the ratio can be expressed as 4 or 2.5 or 40%. A ratio can be used as a yardstick for evaluating the financial position and performance of a concern because the absolute accounting data cannot provide a meaningful understanding and interpretation. A ratio is the relationship between two accounting items expressed mathematically. Ratio analysis helps the analyst to make a quantitative judgment with regard to a concern’s financial position and performance.

        Absolute figures are valuable but they standing alone convey no meaning unless compared with another. Accounting ratios interrelationships, which exist among various accounting data. The ration should be determined between related accounting variables to be meaningful and effective.

Ratio can be expressed in any of the following forms:

· Pure Ratio:

Assume that ratio of the current assets to the current liabilities is 2.1

· In the form of rate:

Stock turns over five times a year (stock turnover ratio)

· Percentage:

Gross profit is, say, 50% of sales. Ratio provide clues and symptoms of underlying conditions.

Computation of ratios is relatively an easy exercise. The usefulness of ratios analysis depends on its intelligent and judicious interpretation. Ratio by themselves carry little sense. Comparisons are essential for making inferences.

         Thus, each method of expression has a distinct advantage over the other. The analyst will select the mode which will best suit his convenience and purpose.

MEANING

A ratio is a simple arithmetical expression of the relationship of one number to another. A ratio is only a comparison of the numerator with the denominator. The term ratio refers to numerical or Quantitative relationship between two figures. Ratios are designed to show how one number is related to the other.

      Ratio analysis is an important and an age old technique of financial analysis. The data given in the financial statements, in an absolute form, are dump and unable to communicate anything. Ratios are a relative form of financial data and is a very useful technique to check upon the efficiency of affirm. Some ratios indicate the trend of progress or downfall of the firm.

DEFINITION

         A ratio may by defined as the indicated quotient of two mathematical expressions. According to Accountant’s Handbook by Wixon, kell and Bedford, a ratio “is an expression of the quantitative relationship between two numbers”. According to Kohler, a ratio is the relation, of the amount, a, to another, b, expressed as the ratio of a to b; a:b or as a simple fraction, integer, decimal, fraction or percentage.

IMPORTANCE

      Ratio analysis stands for the process of determining and presenting the relationship of items and groups of items in the financial statements. It is an important technique of financial analysis.

It is a way by which financial stability and health of a concern can be judged.

· Ratios act as an index of efficiency of a firm.

· They serve as an instrument of management control.

· They are useful in evaluating performance.

· They facilitate and help in forecasting future events.

· They help the management in exercising effective decisions.

· It is a valuable aid to measure financial solvency.

· They facilitate intra-firm comparisons.

· They play an effective role for easy and clear communication.

· They ensure secrecy

in definitions of various financial terms used in ratio analysis 
ADVANTAGES

· Ratio analysis facilitates understanding of financial statements.  It narrates the whole story of changes in the financial conditions of the business.

· It facilitates inter-firm comparison and highlights relative performance of the organization in different areas.

· It helps in planning the operations of the organization. During the period of existence, the organization develops certain norms. Any change in the norms passes on the  right message for the course of action to be followed.

· It facilitates the management by exception. Higher management can concentrate only at the area where its intervention is called for. This promotes better  utilization of  time and other resources.

· Accounting ratios are of great assistance in locating the weak spots in the business even though the overall performance may be efficient.

· It accounting ratios are calculated for a number of years, and then a trend is established. This trend helps in setting up future plans and forecasting.

       LIMITATIONS
· A single ration, usually, does not convey much of a sense. To make a better interpretation a number of rations he to be calculated which is likely to confuse the analyst than help him in making any meaningful conclusions.

· There are no well accepted standards or rules of thumb for all ratios which can be accepted as norms. It renders interpretation of the ratios.

· Like financial statements, ratios also suffer from the inherent weakness of accounting records such as their historical nature. The ratios of the past are not necessarily true indicators of the future.

· Change in accounting procedure by a firm often makes ratio analysis misleading e.g., a change in the valuation of methods of inventories, from FIFO to LIFO increases the cost of sales and reduces considerably the value of closing stock which makes stock turnover ratio to be lucrative and an unfavorable gross profit ratio.

· Ratios are only means of financial analysis and not an end in itself. Ratios have to be interpreted and different ways.

· Not only industries differ in their nature but also the firms of the similar business widely differ in their size and accounting procedures , etc., It makes comparison of ratios difficult and misleading. Moreover, comparisons are made difficult due to differences.
OBJECTIVES

· To allow comparisons to be made which assist in predicting the future.

· To investigate the reasons for the changes.

· To construct a simple explanation of a financial statement by its expression in one figure.

· To permit the charting of a firm’s history and its evaluation of its present position.

· To provide indicators of a firm’s past performance in terms of its operational activity, and near-present financial position.

· To see what information users can get from the accounting system output.

· It helps to compute and collate the different rations.

· It helps to interpret and infer various ratios.

· To gauge the health of the organization with reference to liquidity, activity, leverage, profitability and investment.

· It helps in working back different figures of the Profit and Loss account and the Balance Sheet from ratios/data.

· It helps to work out the missing values based on the given ratios. 

· To attempt inter-firm comparison based on ratio analysis.

NATURE

Ratio analysis is a technique of analysis and interpretation of financial statement. It is a process of establishing and interpreting various ratios for helping making certain decision. However, ratio analysis is not an end in itself. It is only a means of better understanding of financial strengths and weaknesses if a firm. Calculation of  more ratios does not serve any purpose, unless several appropriate ratios are analyzed and interpreted.

      There are a number of ratios which can be calculated from the information given in the financial statements, but the analyst has to select the appropriate data and calculate only a few appropriate ratios from the same keeping in mind the objectives of analysis. The ratios may be used as a symptom like blood pressure, the pulse rate or the body temperature and their interpretation depends upon the caliber and competence of the analyst.

GUIDELINES OR PRECAUTIONS FOR THE USE OF RATIOS:

      The calculation of ratios may not be a difficult task but their use is not easy. The information on which these are based, the constraints of financial statements, objective for using them, the caliber of the analyst, etc. are important factors which influence the use of ratios. The following guidelines or factors may be kept in mind while interpreting various ratios.

· Accuracy of Financial Statements:

The ratios are calculated from the data available in the financial statements. The liability of ratio is linked to the accuracy of information in these statements. These statements should also be properly audited by competent auditors. The precautions will establish reliability of data given in financial statement.

· Selection of Ratio:
Another precaution in ratio analysis is the proper selection of appropriate ratios. The ratios should match the purpose for which these are acquired. Calculation of large number of ratios without determining their needs in the  present context may confuse the things instead of solving them.

· Caliber of the Analyst:
The ratios are only the tools of analysis and their interpretation will depend upon the caliber and competence of the analyst. He should be familiar with various financial statements and the significance of changes etc.,

· Ratio Provide Only a Base:
The ratios are only guidelines for the analyst; he should not base his decisions entirely on them. He should study any other relevant information, situation in the concern, general economic environment, etc., before reaching final conclusions. The interpreter
should use the ratios as a guide and may try to solicit any relevant information which helps in reaching a correct decision.

· Use of Standards:

The ratios will give an indication of financial position only when discussed with reference to certain standards.

USE AND SIGNIFICANCE

      The use of ratios is not confined to financial managers only. As discussed earlier there are different parties interested in the ratio analysis for knowing the financial position of a firm for different purposes. 

· Managerial Uses of Ratios Analysis:
· Helps in decision making:
Financial statements are prepared primarily for decision making. But the information provided in the financial statements is not an end in itself and no meaningful conclusion can be drawn from these statements alone.

· Helps in communicating:
The financial strength and weakness of a firm is communicated in a more easy and understandable manner by the use of ratios. The information contained in the financial statements is conveyed in a meaningful manner to the one for whom it is meant. Thus, ratios help in enhancing the value of financial statements.

· Helps in Co=Ordination:
Ratios even help in co=ordination which is of utmost importance in effective business  management. Better communication of efficiency and weakness of an enterprise results in better co-ordination in the enterprise.

· Helps in Control:
Ratio analysis even helps in making effective control of the business. Standard ratios can be based upon Performa financial statements and variances or deviations, if any, can be found by comparing the actual with the standards so as to take a corrective action at the right time. The weakness or otherwise, it any, come to the knowledge of the management  which helps in effective control of the business.

· Helps in financial forecasting and planning;
Ratio analysis is of much help in financial forecasting and planning. Planning is looking ahead and the ratios calculated for a number of year work as guide for the future. Meaningful conclusions can be drawn for the future from these ratios.

Classification of Ratios:

      Ratios may be classified in a number of ways keeping in view the particular purpose. Ratios indicating profitability are calculated on the basis of the profit and loss account; those indicating financial position are computed on the basis of the balance  sheet and those which show operating efficiency or productivity or effective use of resources are calculated on the basis of figures in the profit and loss account and the balance sheet. This classification is rather crude and suitable to determine the profitability and financial position of the business. To achieve this purpose effectively, ratios may be classified as follow:

· Profitability ratios

· Coverage ratios

· Turnover ratios

· Financial ratios

· Leverage ratios

1. Profitability Ratios:

              Profitability is the overall measure of the companies with regard to efficient and effective utilization of resources at their command. It indicates in a nutshell the effectiveness of the decision taken by the management from time to time. 

             Profitability ratios are of utmost importance for a concern. These ratios are calculated to enlighten the end results of business activities which is the sole criterion of the overall efficiency of a business concern. The following are the important profitability ratios.

· Gross Profit Ratio:
The gross profit should be adequate to cover fixed expenses, dividends and buildings up of reserves. An important factor which will affect the ratio of Gross Profit to sales is that of the practice of increasing or reducing the sale price of goods sold by “mark-ups” and “mark-downs”. This ratio gives us the gross margin on trading and is calculated as follows.

Gross Profit ratio= Gross Profit Sales X 100

· Operating Ratio:
This ratio indicates the proportion that the cost of sales bears to sales. Cost of sales includes direct cost of goods sold as well as other operating expenses which have a matching relationship with sales. It is calculated as follows:

Cost of Goods Sold = Operating expenses/Net Sales X 100

· Expenses Ratio:
These arte calculated to ascertain the relationship that exists between operating expenses and volume of sales. The following ratios will help in analyzing operating ratios:

· Material Consumed Ratio:
= Material Consumed / Net Sales X 100

· Conversion Cost Ratio:
=Labour Expenses+Manufacturing Expenses/Net Sales X 100

· Administrative Expenses Ratio:
= Administrative Expenses /Net Sales X 100

· Selling and Distribution Expenses Ratio:

= Selling and Distribution Expenses / Net Sales X 100

· Operating Profit Ratio:
     This ratio establishes the relationship between Operating profit and sales and is calculated as follows:

Operating Profit Ratio = Operating Profit/Net Sales X 100

· Net Profit Ratio:

      This Ratio explains per rupee profit generating capacity of sales. If the cost of sales is lower, then the net profit will be higher and then we divide it with the net sales. The result is the sales efficiency. This is the ratio of net profit after taxes to net sales and is calculated as follows:

Net Profit Ratio = Net Profit after tax/Net Sales X 100

· Return on Capital Employed:

     This ratio is an indicator of the earning capacity of the capital employed in the business. This ratio is calculated as follows:

Return on Capital Employed= Operating Profit/Capital Employed X 100

· Return on Shareholders Fund:

     When it is desired to work out the profitability of the company from the share holders point of view, then it is calculated by this formula:

Return on Shareholders Fund= Net Profit after Interest and Tax/ Shareholders Fund

· Earning Per Share:

       This helps in determining the market price of equity shares of the company and in estimating the company’s capacity to pay dividend to its equity shareholders. It is calculated as under:

Earning Per Share = 

Net Profit after Tax and Preference Dividend/Number of equity shares.

· Return on Equity Shareholder’s Fund:

This ratio is a measure of the percentage of net profit to equity shareholders funds. The ratio is  expressed as follows:

Return on Equity Shareholders funds=

Net profit after Tax, Interest and Preference Dividend/Equity shareholders ft

· Price Earning Ratio:

     This ratio indicates the market value of every rupee earning in the firm and is compared with industry average. It is computed by the following formula:

Price Earning Ratio= Market Price per equity share/Earning per share

· Payout Ratio:

This ratio indicates as to what proportion of earning per share has been used for paying dividend and what had been retained for plugging back. This is determines follows:

Payout Ratio=Dividend per equity share/Earning per share

· Dividend Yield Ratio:

This ratio is important for those investors who are interested in the dividend income. This is computed as follows:

Dividend Yield Ratio: Dividend per share/Market price per share X 100

  II. Coverage Ratio:
              These ratio indicate the extent to which the interests of the persons entitled to get a fixed return or a scheduled repayment as per agreed terms are safe. The higher the cover, the better it is. Under this category the following ratios are calculated:

· Fixed Interest Cover:

It really measures the ability of the concern to service the debt. This ratio is very important the lender’s point of view and indicates whether the business would earn sufficient profits. It is calculated as follows:

Fixed Interest Cover= Net Profit before interest and Tax/Interest charges

· Fixed Dividend Cover:

This ratio is important for preference sharesholders entitled to get dividend at a fixed rate in priority to equity shareholders. It is calculated as follows:

Fixed Dividend Cover = 

             Net Profit after interest and tax/Preference Dividend

· Debt. Service Coverage Ratio:

This ratio is calculated in order to know the ability of a company to make payment of principle amounts on time. It is calculated as follows:

Debt Service Coverage Ratio:

    Net profit before interest and tax/

               Interest + Principal payment installment/1-Tax Rate.

III. Turnover (or Performance or Activity) Ratios:
          These ratios are very important for a concern to judge how well facilities at the disposal of the concern are being used or to measure the effectiveness with which a concern uses its resources at its disposal. The following are the important turnover ratios usually calculated by a concern.

· Sales to Capital Employed Ratio:
This ratio shows the efficiency of capital employed in the business by computing how many times capital employed is turned over is a stated period. The ratio is ascertained as follows:

Sales to Capital employed Ratio: Sales / Capital Employed

· Sales to  Fixed Assets Ratio:

This ratio measures the efficiency of the assets use. The efficient  use of assets will generate greater sales per rupee invested in all the assets of a concern.

Sales to Fixed Assets Ratio =Sales/Net Working Capital

· Sales to Working Capital:

     This ratio shows the number of times working capital is turned over is a stated period. It is calculated as follows:

Sales to working Capital = Sales / Net Working Capital

· Total Assets Turnover Ratio:

      This ratio is calculated by dividing the net sales by the value total assets. A high ratio is an indicator of over-trading of total assets while a low ratio reveals idle capacity.

· Stoke (Inventory) Turnover Ratio:
      It denotes the speed at which the inventory will be converted into sales, thereby contributing for the profits of the concern, This ratio is calculated as follows:

Stock Turnover Ratio=

       Cost of Goods Sold/ Average Stock held during the period

· Receivable(Debtors) Turnover Ratio:

    It indicates the number of times on the average the receivable is turnover in each year. The higher the value of ratio, the more is the efficient management of debtors. It is calculated as follows:

Receivable Turnover Ratio= Net Credit Sales/Average Debtors

· Creditors(Accounts payable) turnover Ratio:

This ratio gives the average credit period enjoyed from the creditors and is calculated as follows:

Creditors Turnover Ratio:

                   Credit Purchases/Average Accounts Payable

IV. Financial Ratios:

                These ratios are calculated to judge the financial position of the concern from long-term as well as short-term solvency point of view. These ratios can be divided into two broad categories.

· Liquidity Ratios:
It is decided to study the liquidity position of the concern, in order to highlight to relative strength of the concern in meeting their current obligations to maintain sound liquidity and to pinpoint the difficulties if any in it, then liquidity ratios are calculated. The important liquidity ratios are:

· Current Ratio:

This is the most widely used ratio. It is the ratio of current assets to current liabilities. It shows the firm’s ablity to cover its current liability with its current assets. It is expressed as follows:

Current Ratio = Current Assets/Current Liabilities

· Liquid (or Acid Test or Quick) Ratio:

This is the ratio of liquid assets to liquid liabilities. It shows a firm’s ability meet current liabilities with its most liquid assets. It is calculated as follows:

Liquid Ratio = Liquid assets / Current Liabilities

· Stability Ratio:

       These ratios help in ascertaining the long term solvency of a firm which depends on the firm’s adequate resources to meet its long term funds requirements. The following ratios can be calculated for this purpose.

a. Fixed Assets Ratio:

     This ratio explains whether the firm has raised adequate long term funds to meet its fixed assets requirements and is calculated as follows:

Fixed Assets Ratio = Fixed Assets /  Capital Employed

b. Ratio of Current Assets in Fixed Assets:

      This ratio will differ from industry to industry and there fore, no standard can be laid down. This ratio is calculated as follows:

Current Assets to Fixed Assets Ratio:

                          Current Assets/Fixed Assets

c. Debt Equity Ratio:

      It measure the extent of equity covering the debt. This ratio is calculated to measure the relative proportions of outsiders funds and shareholders fund invested in the company. It is calculated as follows:

Debt Equity Ratio = Long term Debts/ Shareholders Funds
d. Proprietary Ratio:
      A variant of debt to equity ratio is the proprietary ratio which shows the relationship between shareholders funds and total tangible assets. This ratio is calculated as follows:

Proprietary Ratio 

= Shareholders Funds /Total Tangible Assets

e. Capital Gearing Ratio:

  This ratio establishes the relationship between the fixed interest bearing securities and equity shares of a company. It is calculated as follows:

Fixed Interest = bearing Securities / Equity Shareholders Fund

  V. Leverage Ratio:
            The Leverage ratios explain the extent to which the debt is employed in the capital structure of the concerns. Leverage refers to an increased means of accomplishing some purpose. It can be used as a tool of financial planning by finance manager.

Leverage may be:

· Operating Leverage Ratio:
        It occurs when with fixed costs the percentage change in profits due to change in sales volume is greater than the percentage change in sales volume. It may be noted carefully that the degree of operating leverage goes on decreasing with every increase in sales volume above the break-even point. It is calculated by the following formula:

Operating Leverage = 

             Marginal Contribution / Earning before interest and tax

· Financial Leverage Ratio:

      When a firm procures debt capital to finance its needs, it is said to have financial leverage. It shows the extent of the change in earnings before tax due to change in operating income. It is calculated with the help of the following formula.

Financial Leverage Ratio: Earnings before interest and tax/Earning Before Tax
STFC:

   STFC was set up with the objective of offering the common man a host of products and services that would be helpful to him on his path to prosperity. Over the decades, the company has achieved success in reaching this objective, and has created a tremendous sense of loyalty amongst its customers.

    Operational efficiency, integrity and a strong focus on catering to the needs of the common man by offering him high quality and cost-effective products and services are the values driving STFC. These core values deep rooted within the organizations and have been strongly adhered to over the decades.

  STFC prides itself on a perfect understanding of the customer. Each product or service is tailor-made to perfectly suit customer needs. It is this guiding philosophy of putting people first that has brought the company closer to the grassroots, and made it the preferred choice for all the truck financing requirements amongst customers.

Public deposits

       Normally saying of the surplus-spending units are transferred to deficit units either through direct or primary securities, such as shares and bonds on through financial intermediaries. The market for lovable funds in India has for long possessed in additional channel for the transmission of funds, namely the acceptance of deposits directly from the public by manufacturing and other business concerns. Deposits can be regarded as a direct as well as indirect security on financial claim. The practice of acceptance of deposits by companies has become wide spread and well established.

The deposits in the present context are accepted from the public by:

a) Public and private limited non banking, non financial companies of varying sizes.

b) Public and private limited non banking financial companies.

c) Government companies since 1980.

d) Branches of foreign companies.

e) Partnership firms and 

f) Properly concerns. Among their the non-financial account for the proportion of aggregate deposits.

The “aggregate deposits” with companies are divided into two categories, namely concerns and exempted borrowings.

Deposits are :

a) Loans guaranteed by the former managing agents or secretaries and treasurers.

b) Unsecured debentures.

c) Deposits and unsecured loans from shareholders of the company.

d) Deposits and unsecured loans guaranteed by directors in their personal capacity.

e) Deposits from associate members in the case of mutual benefit financial companies and other deposits.

Excepted borrowing are:

a) Borrowing from former managing  agents, secretaries, and treasuries.

b) Money received form directors.

c) Money from shareholders in case of pvt. Ltd. Companies.

d) Security deposits from employees.

e) Money received from purchasing, selling and other agents.

f) Money received from joint stock companies of the same group or others and 

g) Other borrowings

1) The financial companies depend more on exempted borrowing, the non-financial companies depend heavily on deposits. The reason are

2) Deposit feel that it is more risky to invest their saving in financial companies, which do not possess tangible assets as manufacturing companies do.

3) Since finance companies are intermediaries in order to earn a sufficient profit for themselves, they may have to offer interest rate lower then those that would be offered by manufacturing concerns.

The maturity period of deposits is determined partly by the requirements of the borrowing company and partly by the regulations imposed by RBI under (Acceptance of Deposit) roles with effect from January 1973, the minimum maturity period has been fixed to six months for all types of companies.

   That is relationship between the maturity period of deposit and the purpose for which those deposits are used. It companies accept deposits and the meeting short-term working capital requirements they should invite short-term deposit and if they want to meet part of long-term capital requirements with deposits then they must accept long-term deposit.

         Interest rates on public with companies are certainly higher then those on bank deposit and deposit with post office, even after making an adjustment for tax concession on the latter two of deposits. The level of rates offered by different companies depends on the financial position, reputation management, size companies offer reinvestment plans to deposit. The frequency of payment of interest varies form company to company: it may be yearly, quarterly, half yearly, or every two moths. The most common frequency is half yearly. Higher interest rates on public deposit are due to the nature of these deposits.

     The degree of risk borne by the saver is generally much greater if he holds deposit claims with non-banking companies. These deposit are unsecured. Unlike bank Deposits they are not converted by any sort if insurance.

        The nominal rate of interest on public deposits has to higher for tax reasons. Interest income received by the depositor from the non-banking company is not eligible for tax concessions. With effect form 1975, tax on interest incomes on such deposits is deducted at source if income credited or paid or be credited or paid to the assess is any financial year exceeds Rs 1000 rate lower then that would be offered by manufacturing  concerns.

       The maturity period of deposits is determined party by requirements of the borrowing company and partly by the regulations imposed by RBI under (Acceptance of Deposits) rules with effect January 1973, the minimum maturity period has been fixed to six months for all types of companies.

      The relationship between the maturity period of deposit and the purpose for which those deposits are used. It companies accept deposits and the meeting short-term working capital requirements they should invite short-term with deposits then they must accept long-term deposit.

      Interest rates on public deposits with are certainly higher than those on bank deposit and deposit with post office, even after making an adjustment for tax concession on the latter two types of deposits. The level of rates offered by different companies depends on the financial position, reputation management, size  companies offer reinvestment plans to deposit. The frequently of payment of interest varies from company to company: it may be yearly, quarterly, half yearly or two months. The most common frequency is half yearly.

     Higher interest rates on public deposit are due to the nature of these deposits. The degree of risk borne by the saver generally much greater if he holds deposits claims with non-banking companies. These deposit are unsecured. Unlike bank Deposits they are converted by any sort if insurance.

     The nominal rate of interest on public deposits has to be higher for tax reasons. Interest income received by the depositor from the non-banking company is not eligible for tax concessions. With effect from 1975, tax on interest income  on such deposits is deducted, at source if the income credited or paid or be credited or paid to the assess is any financial year exceeds Rs. 1000.

HIRE PURCHASE FINANCE

     “Hire purchase credit” if defined as a system under which term loans for purchases of goods art services are advantages to functionally liquidated through a contractual obligations. The goods who purchases are financed may be consumer goods producer goods are they may by services such as air travel. 

      Normally, the two terms – higher purchase credit and installment credit are used synonymously. The two, however, differ technically, is that in the case of the former the owner ship of good in question is not transferred to the buyer till he is clear all dues. While in case of letter, once the lone contract in the sing the ownership in immediately transferred to the buyer.

    Higher purchase credit may be provided by the seller or by any financial institutions. When the seller provides such credit, this source of funds may be his own capital or borrowing from certain financial institutions. Different type of the business of hire purchase finance. They provide installments loans are clear and unsecured advances, and therefore tend to have a very high cost for the borrower.

        In addition to finance the seller, financial institutes may finance the buyers this take either of two forms.

a. Cash installment credit, under which cash is directly made available to the buyer who replaces it in the form of installments over a given period.

b. Commonly installment credit under which the buyer is allowed to purchase goods from his choice, and financial institutions opens an account in his name and collect cash over a period of time.

     A large part of installment credit is in India is given for the purchase of commercial vehicles. The borrowers in this market are transport operations who may be individuals, trading concerns or a firm owing, a flat of vehicles, people belonging to the middle or higher middle-in income groups small scale industrial units, new entrepreneurs, self employed persons etc.,

       The source of higher purchase finance is apparently many. First, there are hire-purchase finance companies they are either public or private limited, companies or partnership firms engaged in giving credit for the purchase of acquiring durable goods. These institutes are better organized and well developed in south-India. The source of funds for these companies comes mainly from deposits from the public and other borrowing.

         Over the year, with the development of the guarantee facilities, it has been possible for these companies to borrow from banks and other institutions. It these organizations are consolidated should be possible for them to raise part of their resources to issuing shares also.

   Terms of hire-purchase credit vary from product to product. Down payment varies between 10 to 25 percent and may sometimes be even  40 percent. As far as commercial vehicles concerned it is 20 percent for the new 30 percent of this secured hand vehicles. Some companies are known to provide even 76 percent of ivoice value as credit in respect acquisition of cars. The period of credit is usually 12,18,24,30,36,42 or 48 months as convenient to the client. Thus hire-purchase credit is medium term credit. A panel rate of interest is often charged on overdue installment. Hire-purchase finance charge a flat rate interest i.e. on entire amount of advance and not on diminishing balance.

  Therefore, the main characteristics of hire-purchase agreement or as      follows:-

1. The payment is to be made by the hirer(buyer)to the hire, usually the vendor, is installment over a specific period of time.

2. The possession of goods is transferred to the buyer immediately.

3. The property in the goods remains with the vendor till the last installment is paid. The owner ship passes to the buyer when he pays all installment.

4. The hire of the vendor can repossess the goods in case of default and treat the amount received by way of installments as hirer charged for that period.

5. The installment is hire purchase includes interest as well as repayments of principal.

6. Usually the hire charges interest on flat rate.

LEGAL POSITIONS OF HIRE PURCHASE

        The hire purchase,1`982 defines hire purchase agreement as an agreement under which goods are let on hire and under which the hirer has an option to purchase them in accordance with the terms of the agreement and vehicles an agreement under which:

a. Possession of goods is delivered by the owner there of to a person on a condition that such person pays the agreed amount is periodic payments, and

b. The property in the goods is to pass to such person on the payment of the last of such installments and

c. Such person has right to terminate the agreement at any time before the property passes.

        Section 3 of the act provides that every hire purchase agreement must be in waiting and signed by all parties together.

HIRE PURCHASE FINANCE Vs LEASE FINANCING.

               Both hire purchase financing and lease financing are a form of secured loan. Both display the debt capacity of the firm since they involve fixed payments. However, they differ in terms of the ownership of the asset. The hirer becomes the owner of the asset as soon as he pays the last installment incase of lease, the asset reverts back to the lessor at the end of lease period. In practices the nominal lease rentals. The following are the differences between hire purchase financing and lease financing.

Difference between hire purchase and leasing:

	
	Points of difference


	Hire purchase
	Leasing

	1.
	Ownership
	Ownership is transferred to the hirer on payment of last installment.


	Ownership is not transferred to the lessee

	2.
	Tax deductibility
	Only the interest component and not the entire installment is deductible


	Entire lease rentals are tax deductible expenses.

	3.
	Depreciation and other allowances
	Hirer can claim depreciation tax shield
	Lessee is not entitled to claim depreciation tax shield.



	4.
	Salvage value
	Once the hirer has paid all installments, he becomes the owner of the asset and can claim its salvage value.
	Lessee does not become the owner of the asset. Therefore, he has no claim over the asset’s salvage value


The study has been under taken by categorizing in to two parts namely.

a. Mobilization of funds

b. Lending N

MOBILIZATION OF FUNDS 
         Fund mobilization activity is generally planned by shriram investment limited by doing the market segmentation and classifying the ‘saving public’, as the customers are too numerous scattered, heterogeneous in there needs and buying behavior it will be help full to NBFC’s to identify the composition of the market i.e, the command area in which he going to operate the customer to be deal with.

       It is breaking the total market into segments that share common practices, the bases for segmentation can be.

Geographically, market can be divided into metropolitan urban, semi Urban rural areas. These segments may be further stratified so that the NBFC can focus its activities sharply on largest strata.

         According to these segmentation the shriram transport finance company ltd has planned different, schemes are been targeted according to the above target market.

TERMS AND CONDITIONS:

          The secured redeemable debentures are being used subject to the applicable provision of the memorandum and article of association of the company/letter of allotment/debenture certificate (s) to be issued and the terms and conditions of the private placement the accompanying application from and the debenture trust deeds executed between the company and the debentures trustee. The company after notifying the trustee will be entitled to raise loaned and avail financial assistance in whatever from, having such ranking in priority, pari passu or otherwise on such terms and conditions as the company may think appropriate, without the consent or intimation to the debenture holder (s) in this connection, but without affecting the adequacy of the security for the issue, Straight bond.

CHAPTER 4
DATA ANALYSIS AND INTERPTETATION 

1. Current Ratio:

This ratio is a general and quick measure of liquidity of a firm. It represents the margin of safety or cushion available to the creditors. It is an index of the firms financial stability. It is also an index of technical solvency and an index of the strength of working capital.

This ratio is obtained by dividing the 'Total Current Assets' of a company by its 'Total Current Liabilities'. The ratio is regarded as a test of liquidity for a company. It expresses the 'working capital' relationship of current assets available to meet the company's current obligations.
                                                            Current Assets

                     Current Ratio:       

                                                         Current Liabilities

	Particulars
	current assets 
	current liabilities
	net working capital
	current ratio 

	2007-2008
	1007.38
	741.62
	265.76
	1.35

	2008-2009
	909.8
	711.65
	198.15
	1.27

	2009-2010
	1042.86
	755.16
	287.7
	1.38

	2010-2011
	874.88
	743.99
	130.89
	1.17
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Interpretation:

         Current Ratio means current assets divided by current liability. Current Assets which is converted into cash with in the accounting year for example Debtors, bills receivables and inventory. Current liability in the outsider which is the company borrowed from outsider and payable by the company within the accounting period. Here, the current ratio is 2008-09 is decreasing comparing in the year of 2009-10. The year 2009-10 the current ratio has been increasing so that company is improving its liquidity position. And agin its current ratio has been decreased means the liquidity position is decreased with comparing to previous year.

2. Quick Ratio:

This ratio is obtained by dividing the total quick assets of a company by its total current liabilities sometimes a company could be carrying heavy inventory as part of its current assets which might be obsolete and then doing the liquidity test is measured by this ratio.

                                                     Current Assets - Inventory

    Quick Ratio:    

                                                     Current Liabilities

	Particulars
	current assets 
	quick liabilities
	Inventory
	quick assets
	quick ratio

	2007-2008
	1007.38
	741.62
	572.86
	434.52
	0.58

	2008-2009
	909.8
	711.65
	640.13
	269.67
	0.37

	2009-2010
	1042.86
	755.16
	716.07
	326.79
	0.43

	2010-2011
	874.88
	743.99
	723.49
	151.39
	0.20
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Interpretation:

     The quick ratio of the company has been decreased from 2008-09 comparing to the year of 2007-08, and it has been increased to next year2009-10 but next year it is decreased. In this case firing maintain same ratio of current assets and current liquidity is good for the company.

3. Leverage Ratios:

A ratio used to measure a company's mix of operating costs, giving an idea of how changes in output will affect operating income. Fixed and variable costs are the two types of operating costs; depending on the company and the industry, the mix will differ.
                                         Long Term Debt

Leverage ratio:     

                                          Share holder equity

	particulars
	Long term Debt
	Shareholder equity
	Leverage Ratio

	2007-2008
	276.46
	192.9
	1.43

	2008-2009
	423.31
	192.9
	2.19

	2009-2010
	304.89
	127.67
	2.38

	2010-2011
	186.96
	127.67
	1.46
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Interpretation:
      In this case the debt equity ratio indicates a larger shape of financing by the creditors and in ideal route.

      In the year 2008-09 ratio was increased comparing to the year 2007-08. In this leverage ratio in the year 2009-10 it was increased comparing past years. Later it was decreased in the year 2009-10.

5 .Interest Coverage Ratio:

A ratio used to determine how easily a company can pay interest on outstanding debt. The interest coverage ratio is calculated by dividing a company's earnings before interest and taxes (EBIT) of one period by the company's interest expenses of the same period.

                                                                   Net Profit before interest and total

   Interest Coverage Ratio:   

                                                                                       Interest

	particulars
	PBIT
	Interest
	Interest coverage Ratio

	2007-2008
	271.03
	117.63
	2.30

	2008-2009
	182.56
	129.03
	1.41

	2009-2010
	228.37
	125.96
	1.81

	2010-2011
	197.71
	110.8
	1.78
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Interpretation:

The lower the ratio, the more the company is burdened by debt expense. When a company's interest coverage ratio is 1.5 or lower, its ability to meet interest expenses may be questionable. An interest coverage ratio below 1 indicates the company is not generating sufficient revenues to satisfy interest expenses.
             Interest coverage ratio show the number of times the interest charges are covered by the funds that are coordinating available for their payment. But in this case this company had similar fluctuations in interest ratios in all the years. From the above table and graph shows its fluctuations. In this case there is a drastic decrease in the year 2008-09 with compared to 2007-08. In the next two years it is slowly increased and stabled.
5. Profitability Ratio:

The main object of every business concern is to earn profits. A business must be able to earn adequate profits in relation to the risk and capital invested in it. The efficiency and the success of a business can be measured with the help of profitability ratio.

Profitability ratios measure the company's ability to generate a return on its resources. Use the following four ratios to help your client answer the question, "Is my company as profitable as it should be?" An increase in the ratios is viewed as a positive trend.
                                                                  Operating Profit

   Operating Profit Ratio:                                                                       X 100

                                                                  Total Income (Sales) 

	Particulars
	Operating Profit
	Total Income
	Operating Profit Ratio

	2007-08
	310.93
	3369.95
	9.22

	2008-09
	198.51
	2515.8
	7.89

	2009-10
	244.67
	2397.66
	10.20

	2010-11
	228.96
	2715.89
	8.43
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Interpretation:
         In the operating profit ratio includes operating profit and total income. In this comparing to the year of 2007-08 the value decreased in the year 2008-09. And then it was  slowly increased it means the operating profits and total income also increased.

NET PROFIT RATIO

The two basic components of the net profit ratio are the net profit and sales. The net profits are obtained after deducting income-tax and, generally, non-operating expenses and incomes are excluded from the net profits for calculating this ratio. Thus, incomes such as interest on investments outside the business, profit on sales of fixed assets and losses on sales of fixed assets, etc are excluded.
NP ratio is used to measure the overall profitability and hence it is very useful to proprietors. The ratio is very useful as if the net profit is not sufficient, the firm shall not be able to achieve a satisfactory return on its investment. 

This ratio also indicates the firm's capacity to face adverse economic conditions such as price competition, low demand, etc. Obviously, higher the ratio the better is the profitability. But while interpreting the ratio it should be kept in mind that the performance of profits also be seen in relation to investments or capital of the firm and not only in relation to sales.

6.Net profit before tax ratio



          Net profit before tax

Net profit before tax ratio=                                                                                         [image: image7.png]


 100       
                                                                             net sales 

	Particulars
	net profit before tax
	net sales
	net profit before tax ratio

	2007-08
	163.44
	2729.6
	5.98

	2008-09
	53.53
	1976.95
	2.70

	2009-10
	63.75
	2102.9
	3.03

	2010-11
	86.91
	2339.11
	3.71
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Interpretation:

Net profit is obtained when operating expenses, interest and taxes are subtracted from gross profit. The net profit ratio is measured by dividing profit after tax by sales. The above table shows the net profit ratio which has been fluctuating over the years. The highest net profit during the years 2007-08 and 2010-11   So the company performance is satisfied. 

7.Net profit after tax ratio :   

                                                   Net profit after tax

 Net profit after tax ratio =     
     ×100

                                                       Net sales 




	Particulars
	net profit after tax
	net sales
	net profit after tax ratio

	2007-08
	143.53
	2729.6
	5.25

	2008-09
	48.66
	1976.95
	2.46

	2009-10
	48.67
	2102.9
	2.31

	2010-11
	70.33
	2339.11
	3.01
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Interpretation:

Net profit is obtained when operating expenses, interest and taxes are subtracted from gross profit. The net profit ratio is measured by dividing profit after tax by sales. The above table shows the net profit ratio which has been fluctuating over the years. The highest net profit during the years 2007-08 and 2010-11   So the company performance is satisfied.
8.   Stock to working capital ratio:

This ratio indicates whether a company has enough short term assets to cover its short term debt. Anything below 1 indicates negative W/C (working capital). While anything over 2 means that the company is not investing excess assets. Most believe that a ratio between 1.2 and 2.0 is sufficient, Cory's Tequila Co. seems to be comfortably in this area.
                                                                                   Closing stock

   Stock to working capital ratio   =              

                                         X 100 


            Working capital                                                          
	Particulars
	Closing stock
	working capital
	stock to working capital ratio

	2007-08
	561.71
	265.76
	211.35

	2008-09
	623.95
	198.15
	314.88

	2009-10
	705.23
	287.7
	245.13

	2010-11
	594.19
	130.89
	453.96
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Interpretation:

The above table and graphical representation is shown the changes in the stock to working capital ratio. In the year 2007-08 the net working capital ratio is very low and the stock to working capital ratio is high in the year 2010-11 The difference between the current assets and current liabilities are influenced the stock to working capital. So the company’s overall networking capital ratio is satisfactory.
9. Inventory turnover ratio

Inventory turnover ratio measures the speed with which the stock is converted into sales. Usually a high inventory ratio indicates an efficient management of inventory because more frequently the stocks are sold; the lesser amount of money is required to finance the inventory. Where as low inventory turnover ratio indicates the inefficient management of inventory. A low inventory turnover implies over investment in inventories, dull business, poor quality of goods, stock accumulations and slow moving goods and low profits as compared to total investment.

This ratio is obtained by dividing the 'Total Sales' of a company by its 'Total Inventory'. The ratio is regarded as a test of Efficiency and indicates the rapidity with which the company is able to move its merchandise. 



    Cost of goods sold

 Inventory turnover ratio =
 


Average inventory at cost 

	Particulars
	Cost of goods sold
	rage inventory at cost
	Inventory turnover ratio

	2007-08
	2977.77
	454.48
	6.55

	2008-09
	2237.64
	592.83
	3.77

	2009-10
	2098.49
	664.59
	3.15

	2010-11
	2421.07
	649.79
	3.72


[image: image11.png]I I I I h

2007-2008 2008-2009 2009-2010 2010-2011





Interpretation:

The inventory turnover ratio in coastal corporation limited has decreased from the year 2007-08 to 2008-09 and the next year also. And again it is increased the year 2010-11.

Therefore a high inventory turnover ratio which indicates efficient management of inventory because more frequently the stocks are sold the lesser amount of money is required to finance the inventory.

Which a low ratio indicates inefficient management of inventory. Here the ratio is not too high and not too low we can say that the inventory level is moderate in coastal corporation limited

10. Operating ratio:

Operating ratio shows the operational efficiency of the business. Lower operating ratio shows higher operating profit and vice versa. An operating ratio ranging between 75% and 80% is generally considered as standard for manufacturing concerns. This ratio is considered to be a yardstick of operating efficiency but it should be used cautiously because it may be affected by a number of uncontrollable factors beyond the control of the firm. Moreover, in some firms, non-operating expenses from a substantial part of the total expenses and in such cases operating ratio may give misleading results.





Cost of goods sold +operating expenses 

 Operating ratio = 





                       Net sales 

	Particulars
	Cost of goods sold
	operating expenses 
	net sales 
	Operating ratio

	2007-08
	2977.77
	627.04
	2729.6
	1.32

	2008-09
	2237.64
	596.95
	1976.95
	1.43

	2009-10
	2098.49
	541.65
	2102.9
	1.25

	2010-11
	2421.07
	559.65
	2339.11
	1.27
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Interpretation:

In the operating ratio includes cost of goods sold and operating expenses. In this comparing to the year of 2006-07 the value increasing in the year 2007-08. And then it was  slowly decreased it means the operating ratio not satisfactory and again increased the year 2010-11.
11. Total asset turnover ratio
The total asset turnover ratio measures the ability of a company to use its assets to generate sales. The total asset turnover ratio considers all assets including fixed assets, like plant and equipment, as well as inventory and accounts receivable.



Sales

 Total asset turnover ratio =
 


    Total asset

	Particulars
	sales
	total asset
	Total asset turnover ratio 

	2007-08
	2729.6
	1335.2
	2.04

	2008-09
	1977
	1500.74
	1.31

	2009-10
	2102.9
	1474.05
	1.42

	2010-11
	2339.6
	1415.28
	1.65
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Interpretation:

The lower the total asset turnover ratio, as compared to historical data for the firm and industry data, the more sluggish the firm's sales. This may indicate a problem with one or more of the asset categories composing total assets - inventory, receivables, or fixed assets. The small business owner should analyze the various asset classes to determine where the problem lies.

There could be a problem with inventory. The firm could be holding obsolete inventory and not selling inventory fast enough. With regard to accounts receivable, the firm's collection period could be too long and credit accounts may be on the books too long. Fixed assets, such as plant and equipment, could be sitting idle instead of being used to their full capacity. All of these issues could lower the total asset turnover ratio.

The total asset turnover ratio explains the relationship between the sales and total assets. The ratio was fluctuated from past four years. It was decreased in the year 2008-2009 so the company has to take measures to increase both sales and the total assets. And again it is increased the year 2010-11. So that it is satisfactory.

12. Administrative expenses ratio
Administrative Expenses ratio is generally a positive sign, showing the company is more able to generate sales using its General and Administrative Expenses.  Rarely does a company's performance suffer from administrative expenses being too small.  Hiring based on sales forecasts that turn out to be lower than expected, corporate mergers, and rapid growth phases tend to leave the company with a disproportionately high percentage of administrative expenses - often primarily consisting of salaries and benefits of the administrative staff.

 Administrative expenses

 Administrative expenses ratio =                                           ×100

                      




Net sales 

	Particulars
	Administrative expenses 
	net sales
	Administrative expenses ratio

	2007-08
	81.25
	2729.6
	2.97

	2008-09
	79.65
	1976.95
	4.02

	2009-10
	54.5
	2102.9
	2.59

	2010-11
	65.86
	2339.11
	2.81
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Interpretation:

The above table and graphical representation is shown the changes in the administrative expenses ratio. In the year 2007-08 the administrative expenses ratio is very low and the next years it is drastically increased because of administrative expenses. In the year 2010-11 it is more.
13. Gross profit ratio:

Gross profit ratio may be indicated to what extent the selling prices of goods per unit may be reduced without incurring losses on operations. It reflects efficiency with which a firm produces its products. As the gross profit is found by deducting cost of goods sold from net sales, higher the gross profit better it is. There is no standard GP ratio for evaluation. It may vary from business to business. However, the gross profit earned should be sufficient to recover all operating expenses and to build up reserves after paying all fixed interest charges and dividends.


    Sales-cost of goods

Gross profit ratio =                                                ×100

                                                   Sales 


	Particulars
	sales
	cost of goods 
	sales-cost of goods 
	Gross profit ratio 

	2007-08
	2729.6
	2565.19
	164.41
	6.02

	2008-09
	1977
	1702.93
	274.02
	13.86

	2009-10
	2102.9
	1638.12
	464.78
	22.10

	2010-11
	2339.1
	1750.38
	588.73
	25.16
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Interpretation:

The above table shows the gross profit ratio which has been slowly increased over the years. The highest net profit during the year 2010-11.  So the company performance is satisfied.

14. Working capital ratio

A measure of both a company's efficiency and its short-term financial health. The working capital ratio is calculated as

If a company's current assets do not exceed its current liabilities, then it may run into trouble paying back creditors in the short term. The worst-case scenario is bankruptcy. A declining working capital ratio over a longer time period could also be a red flag that warrants further analysis. For example, it could be that the company's sales volumes are decreasing and, as a result, its accounts receivables number continues to get smaller and smaller.


  Cost of sales

 Working capital ratio =  





      Average working capital 

	Particulars
	cost of sales
	Average working capital
	Working capital ratio

	2007-07
	2977.77
	265.76
	11.20

	2008-08
	2237.64
	198.15
	11.29

	2009-10
	2098.49
	287.7
	7.29

	2010-11
	2421.07
	130.89
	18.49
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Interpretation:

The above table and graphical representation is shown the changes in the n working capital ratio. In the year 2009-10 the net working capital ratio is very low  and the net working capital ratio is high in the year 2010-11. The difference between the current assets and current liabilities are influenced the working capital. So the company’s overall working capital ratio is satisfactory.
15. Debt equity ratio

This ratio is obtained by dividing the 'Total Liability or Debt ' of a company by its 'Owners Equity Net Worth'. The ratio measures how the company is leveraging its debt against the capital employed by its owners. If the liabilities exceed the net worth then in that case the creditors have more stake than the shareowners.


 Total debt 

 Debt equity ratio =  





Total worth 

	Particulars
	total debt 
	total worth 
	Debt equity ratio 

	2007-08
	1335.2
	317.12
	4.21

	2008-09
	1500.74
	365.78
	4.10

	2009-10
	1474.05
	414
	3.56

	2010-11
	1415.28
	484.33
	2.92
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Interpretation:

The above table and graphical representation is shown the changes in the debt equity ratio. In the year 2007-08 the debt equity ratio is very high and the next years it is slowly decreased so that we know they are using less debt. So the company’s overall debt equity ratio is satisfactory.
CHAPTER 5

SUMMERY AND SUGGESTIONS

SUMMARY

        In this study we came to know about the financial products available in the market.  We saw that how market environment is changing at an accelerating rate, so the need for real time market information is greater than any time in the past.

       As companies expand their geographical market coverage, their managers need more information and more quickly. We also came to know who the players available in the market are and what services they are providing to the customers. We have seen the market conditions which are changing at an accelerating rate.

       In this study we came to know what kind of promotional activities are using to improve sales of commercial vehicle finance of Coastal Corporation Ltd as well as Competitors of Coastal Corporation ltd.

FINDINGS

Coastal Corporation ltd. Sales promotional activities are not reaching to target customer

Coastal Corporation Ltd. Is not utilizing electronic media in sales promotional activities.

Management of current assets &current liabilities are not effective.

Not using the stock up to their level simply keeping the stock as inventory. 

Coastal Corporation Ltd. take very high risk when finance he pro owned truck.

Selling and administrative expenses are very high.

                                  SUGGESTIONS

         The business in field is full of risk. One cannot avoid risk as a whole, but can minimize the risk through proper management of their operations. Although coastal performs its operations well, if it takes some more important measure it can minimize the risk. My recommendations are: 

1. Coastal corporation ltd mainly concentrate on exporting business.  

2. I suggested that the company should concentrate on the management of current assets & current liabilities more effetely.

3. The sales order and debtors collection methods increase the liquidity position of the company also improve

4. They should maintain more inventory as per their requisition the stock should be purchase and maintain as inventory.
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