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ABSTRACT 

This study delves into the cash management practices at RANE BRAKES LINING LIMITED., a leading 

manufacturer in the automotive components industry, to evaluate how effectively the company manages its 

cash resources and ensures operational sustainability. The research aims to provide a comprehensive analysis 

of RANE BRAKES LINING LIMITED.'s cash management strategies, focusing on liquidity management, 

cash flow forecasting, and working capital optimization. By examining the company's cash flow statements, 

balance sheets, and financial reports over a specified period, this study seeks to identify patterns and areas for 

improvement. Key areas of investigation include the efficiency of cash inflows and outflows, the effectiveness 

of current cash management policies, and the impact of cash management on overall financial performance. 

This study employs a mixed-methods approach, combining quantitative analysis of financial data with 

qualitative insights derived from interviews with key finance personnel at RANE BRAKES LINING 

LIMITED. The quantitative analysis involves ratio analysis, trend analysis, and cash flow projections to assess 

the company's liquidity position and working capital management. Qualitative insights provide context to the 

financial data, revealing the challenges and strategic decisions impacting cash management practices. Findings 

from this research indicate that while RANE BRAKES LINING LIMITED. has established robust cash 

management procedures, there are opportunities for enhancing liquidity and operational efficiency. 

Recommendations are provided to streamline cash flow processes, improve cash flow forecasting accuracy, 

and optimize working capital management. These recommendations aim to support the company's long-term 
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financial stability and operational excellence. In conclusion, this study underscores the importance of effective 

cash management in sustaining competitive advantage and operational success. It offers valuable insights for 

financial managers and stakeholders at RANE BRAKES LINING LIMITED., contributing to the broader 

discourse on best practices in cash management within the manufacturing sector.  

CHAPTER – 1 

INTRODUCTION 

1.1 INTRODUCTION 

Cash management is a pivotal aspect of financial strategy for any organization, serving as the bedrock 

upon which operational stability and growth are built. This is particularly true for companies operating in 

dynamic and capital-intensive industries. This study focuses on analyzing the cash management practices of 

a specific company, offering an in-depth exploration of how effective cash management can influence a firm’s 

financial health, operational efficiency, and strategic flexibility. 

Cash management encompasses a range of practices aimed at ensuring that a company has sufficient 

liquidity to meet its short-term obligations while optimizing its cash reserves for investment opportunities. 

The primary objectives of cash management include maintaining liquidity, controlling cash flow, minimizing 

financing costs, and maximizing returns on idle cash. These objectives are critical for sustaining day-to-day 

operations, funding growth initiatives, and managing unforeseen financial challenges. 

The study of cash management practices within a company provides valuable insights into how well a 

company is positioned to handle financial fluctuations and capitalize on opportunities. By analyzing cash 

inflows and outflows, cash conversion cycles, and liquidity management strategies, we can assess the 

effectiveness of a company’s approach to managing its financial resources. 

This study is particularly relevant in the context of the modern business environment, where companies 

face a multitude of financial pressures, including fluctuating market conditions, economic uncertainties, and 

competitive forces. Effective cash management can significantly impact a company’s ability to navigate these 

challenges, ensuring that it remains financially resilient and strategically agile. 

To provide a comprehensive analysis, the study will examine several key areas of cash management, 

including: 

1. Cash Flow Management: This involves analyzing the company’s methods for forecasting and 

monitoring cash flows.  

Understanding how a company projects its cash requirements and manages its cash reserves is crucial 

for assessing its liquidity position and financial stability. 

2. Liquidity Management: Evaluating the company’s strategies for maintaining an optimal balance 

between cash reserves and operational needs. This includes examining how the company manages its 

working capital, including accounts receivable, accounts payable, and inventory levels. 



© 2025 IJRAR January 2025, Volume 12, Issue 1                www.ijrar.org (E-ISSN 2348-1269, P- ISSN 2349-5138) 

IJRARTH00275 International Journal of Research and Analytical Reviews (IJRAR) www.ijrar.org 745 
 

3. Cash Forecasting: Investigating the accuracy and reliability of the company’s cash flow forecasts. 

Effective forecasting is essential for anticipating cash needs, planning for contingencies, and making 

informed financial decisions. 

4. Investment and Financing Decisions: Analyzing how the company allocates its cash resources to 

investment opportunities and financing activities. This includes assessing the trade-offs between 

investing in growth initiatives and maintaining liquidity. 

5. Risk Management: Exploring the company’s strategies for mitigating financial risks related to cash 

management, such as interest rate fluctuations, currency exchange risks, and economic downturns. 

By delving into these areas, this study aims to provide a holistic understanding of the company’s cash 

management practices and their impact on overall financial performance. The findings will offer valuable 

insights into the effectiveness of current strategies and identify potential areas for improvement. In doing so, 

the study will contribute to a broader understanding of how strategic cash management can enhance a 

company’s financial stability and operational success. 

CASH FLOW ACTIVITIES AND ITS CLASSIFICATION: 

Cash flow activities are the various transactions and events that affect the cash position of a company. 

They represent the inflow and outflow of cash resulting from different business activities and financial 

decisions. Understanding these activities is crucial for assessing a company’s ability to generate and manage 

cash, which is essential for its operations, growth, and financial stability. 

Cash flow activities are classified into three main categories: operating activities, investing activities, 

and financing activities.  

Each category reflects different aspects of a company’s cash flows and provides insight into how a 

company generates and uses cash. Here's a detailed classification of cash flow activities: 

1. Operating Activities 

Operating activities involve the cash flows resulting from the core business operations of a company, 

including the production and sale of goods and services. These activities are essential for the day-to-day 

functioning of the business. 

Components: 

● Cash Inflows: 

⮚ Receipts from customers for sales of goods and services. 

⮚ Receipts from royalties, fees, commissions, and other sources related to business operations. 

⮚ Cash received from the settlement of lawsuits or other claims. 
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● Cash Outflows: 

⮚ Payments to suppliers for inventory and raw materials. 

⮚ Payments to employees for wages, salaries, and benefits. 

⮚ Payments for utilities, rent, and other operational expenses. 

⮚ Interest payments on loans and other financial obligations. 

⮚ Taxes paid to government authorities. 

Purpose: Operating activities reflect the company’s ability to generate cash from its core business operations 

and sustain its ongoing operations. 

2. Investing Activities 

Investing activities involve the cash flows associated with the acquisition and disposal of long-term 

assets and investments. These activities impact the company’s ability to expand, maintain, or improve its asset 

base. 

Components: 

● Cash Inflows: 

⮚ Proceeds from the sale of property, plant, and equipment. 

⮚ Proceeds from the sale of investments in other companies (e.g., stocks and bonds). 

⮚ Receipts from the collection of loans made to other entities. 

● Cash Outflows: 

⮚ Payments for the purchase of property, plant, and equipment (capital expenditures). 

⮚ Payments for the acquisition of investments in other companies. 

⮚ Payments for loans made to other entities. 

⮚ Expenditures related to research and development of new products or technologies. 

Purpose: Investing activities show how a company is allocating its resources to grow and enhance its asset 

base, and they provide insights into the company’s long-term investment strategy. 

3. Financing Activities 

Definition: Financing activities encompass the cash flows related to obtaining or repaying capital. This 

includes activities that affect the company’s capital structure, such as issuing or repurchasing stock and 

borrowing or repaying debt. 

 



© 2025 IJRAR January 2025, Volume 12, Issue 1                www.ijrar.org (E-ISSN 2348-1269, P- ISSN 2349-5138) 

IJRARTH00275 International Journal of Research and Analytical Reviews (IJRAR) www.ijrar.org 747 
 

Components: 

● Cash Inflows: 

⮚ Proceeds from issuing new equity (e.g., stock issuance). 

⮚ Proceeds from borrowing (e.g., taking out loans or issuing bonds). 

● Cash Outflows: 

⮚ Payments for repurchasing company stock (treasury stock purchases). 

⮚ Payments for repaying principal on loans or bonds. 

⮚ Dividend payments to shareholders. 

Purpose: Financing activities provide insights into how a company raises capital to fund its operations and 

growth, and how it manages its capital structure. 

METHODS OF PREPARING CASH FLOW STATEMENT: 

The cash flow statement is a key tool for evaluating a company's cash management and financial 

performance. By analyzing the cash flow statement, investors, analysts, and management can assess the 

company’s ability to maintain liquidity, fund its operations, and achieve its strategic objectives. 

The cash flow statement can be prepared using two primary methods: the Direct Method and the 

Indirect Method. Both methods are used to present a company’s cash flows from operating activities, but they 

differ in how they report these cash flows. Here’s a detailed look at each method: 

1. Direct Method 

The direct method presents cash flows from operating activities by directly listing all cash receipts and 

payments. This method provides a clear picture of cash inflows and outflows related to operating activities. 

Components: 

● Cash Receipts from Customers: Cash collected from sales of goods or services. 

● Cash Payments to Suppliers: Payments made to suppliers for goods and services. 

● Cash Payments to Employees: Salaries and wages paid to employees. 

● Cash Payments for Operating Expenses: Payments for rent, utilities, and other operational 

costs. 

● Cash Receipts from Interest and Dividends: Cash received from interest earned and dividends 

received. 

● Cash Payments for Interest and Taxes: Payments made for interest on loans and income taxes. 
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2. Indirect Method 

The indirect method starts with net income and adjusts for changes in balance sheet accounts to convert 

accrual-based net income to cash flow from operating activities. This method is more commonly used due to 

its simplicity and the ease of preparing it from existing financial statements. 

Components: 

● Start with Net Income: Begin with net income as reported on the income statement. 

● Adjust for Non-Cash Items: Add back non-cash expenses (e.g., depreciation and amortization) 

and subtract non-cash gains (e.g., gains on sales of assets). 

● Adjust for Changes in Working Capital: 

a. Increase in Accounts Receivable: Subtract increases in accounts receivable, as they 

represent sales made on credit that haven’t yet been collected in cash. 

b. Increase in Inventory: Subtract increases in inventory, which represents cash outflows 

for purchasing or producing inventory. 

c. Decrease in Accounts Payable: Subtract decreases in accounts payable, as they represent 

cash payments to suppliers. 

Both methods aim to provide insights into a company’s cash flow, but the choice between them often 

depends on the company’s preference, the complexity of data available, and regulatory requirements. 

1.2 NEED FOR THE STUDY 

The study of cash management mainly helps in the understanding the various concepts of financial 

statement like Ratio Analysis, Cash Flow Statement, Comparative Statement. The Study also help in the 

analysis of the cash effectiveness with the various tools of analysis. Cash management consists of taking the 

necessary actions to maintain adequate levels of cash to meet operational & capital requirements and to obtain 

the maximum yield.  

Today the problem of managing cash has got the recognition of separate entity so its study and 

management is of major importance to both internal & external analyst to judge the current position of the 

business concern. A good cash management program is a very significant component of the overall financial 

management. Cash management decisions help to identify the cash balance that should be held at different 

times during the year. 

 

 

1.3 SCOPE OF STUDY 
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1. The study helps to take short term financial decision.  

2. The study also deals with the various cash ratios imparted in the organization. 

3. It helps to meet routine cash requirement to finance the transaction.  

4. It indicates the cash requirement needed for plant or equipment expansion programs. 

5. It reveals the liquidity position of the firm by highlight the various sources of cash and its uses. 

 

1.4 OBJECTIVE OF THE STUDY 

1. To study on Cash Management with reference to Rane brakes lining limited. 

2. To analyse the cash flow statement and performance of Rane brakes lining limited. 

3.  To Study the firm short-term liquidity. 

4.  To make suggestions and recommendation to improve the cash position of Rane brakes lining limited. 

1.5 LIMITATIONS OF THE STUDY  

1. Difficulty of getting access to important data due to its sensitivity and secretive nature.  

2. The non-uniformity in the accounting periods of the years under study made it difficult to interpret the data 

concisely.  

3. It looks time to collect data from the finance departments.  

4. The study is fully analyzed with help of secondary data any mistake in the financial statement will reflect 

on the study.  

CHAPTER – 2 

REVIEW OF LITERATURE 

2.1 REVIEW OF LITERATURE 

i) According to Zeng and Zhao (2022), the adoption of financial technologies (fintech) has significantly 

impacted cash management practices, especially in the context of SMEs. The authors suggest that fintech has 

made cash management more efficient and effective by providing real-time information on cash flow, enabling 

cash forecasting, and automating cash management processes. 

 ii) According to Kienitz and Wetter (2021) suggest that interest rate fluctuations and inflation can 

significantly impact cash management practices. The authors argue that organizations need to consider 

macroeconomics factors when developing their cash management strategies to ensure they can adapt to 

changing economic conditions. 

 iii) A study by Ghosh and Jain (2020) found that effective cash management practices can significantly 

improve the profitability of SMEs. However, more research is needed to understand the specific mechanisms 

through which cash management practices impact organizational performance.  
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iv) A study by Aziz and Haider (2019) examined the impact of cash management practices on the financial 

performance of manufacturing firms in Pakistan. The study found that effective cash management practices, 

such as cash budgeting, cash forecasting, and cash flow analysis, positively impact the firm’s financial 

performance. Furthermore, the study identified that manufacturing firms face challenges in cash management 

due to late payments and insufficient working capital.  

v) A study by Alghamdi and Alshammari (2019) investigated the cash management practices of listed firms 

in Saudi Arabia. The study found that effective cash management practices, such as cash forecasting, cash 

budgeting, and cash flow analysis, positively impact the firm’s financial performance. Additionally, the study 

identified that firms with high liquidity and low leverage tend to have higher firm value.  

vi) Another study by Boubaker er al. (2019) investigated the relationship between cash management and firm 

value in the context of French SMEs. The study found that effective cash management practices, such as cash 

forecasting and cash flow analysis, positively impact the firm’s value. Moreover, the study highlighted that 

companies with high liquidity and low leverage tend to have higher firm value.  

vii) A study by Khan et al. (2018) on the impact of cash management practices on the financial performance 

of Pakistan firms found that effective cash management practices positively impact the financial performance 

of firms. The study recommended that firms should adopt effective cash management practices, such as cash 

forecasting, cash budgeting and cash flow analysis, to improve their financial performance.  

viii) A study by Bhojraj and Sengupta (2018) investigated the impact of cash management practices on the 

stock returns of U.S firms. The study found that firms with effective cash management practices, such as cash 

forecasting, cash budgeting, and cash flow analysis, have higher, have higher stock returns than firms with 

ineffective cash management practices.  

ix) A study by Cevik et al. (2017) examined the cash management practices of Turkish SMEs and their impact 

on the firm’s financial performance. The study found that effective cash management practices, such as cash 

budgeting and cash forecasting, positively impact the firm’s financial performance. Furthermore, the study 

highlighted that SMEs face challenges in cash management due to late payments and lack of access to 

financing. 

 x) A study by Lee et al. (2016) on cash management practices in the Korean construction industry found that 

firm that adopted effective cash management practices, such as cash budgeting, cash flow analysis, and cash 

forecasting, were better able to manage their cash flows and improve their financial performance. 

2.2 COMPANY PROFILE 

Rane Brake Linings Ltd is an India-based company. The Company is a market leader in India and 

global player in friction material. The Company is engaged in the manufacture and marketing of auto 

components for transportation industry viz., safety critical friction material products such as Brake Linings, 

Clutch Facings, Clutch Buttons, Disc Pads, Brake Shoes and Railway Brake Blocks for Passenger Cars (PC), 

Utility Vehicles (UV), Commercial Vehicles (CV), Two wheelers and Railways. The Company is having four 
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manufacturing facilities at Chennai, Hyderabad, Puducherry and Trichy. The company is having their 

manufacturing units located at Chennai, Hyderabad, Pondicherry and Trichy. The plant at Pondicherry is an 

exclusive Asbestos Free Facility.  

Rane Brake Linings Ltd was incorporated on December 12, 2004 as private limited company with the 

name EMS Logistics (India) Pvt Ltd. The company was established with the objective of carrying on transport 

and logistics business. In September 20, 2005, the company changed their name from EMS Logistics (India) 

Pvt Ltd to Richfield Logistics Line Pvt Ltd. In September 24, 2007, the name of the company was further 

changed to Rane Brake Products Pvt Ltd. In September 26, 2007, the company was converted into public 

limited company and the name was changed to Rane Brake Products Ltd. During the year 2007-08, as per the 

scheme of de-merger, merger and amalgamation, the company took over the manufacturing undertaking of 

erstwhile Rane Brake Linings Ltd (de-merged company) with effect April 1, 2007. In terms of the scheme, 

the name of the company was changed from Rane Brake Products Ltd to Rane Brake Lining Ltd with effect 

from February 6, 2008. During the year, the company received new contracts from Germany, UK and Middle 

East.  

They also received an order for servicing OEM requirements in Europe during the year. Also, the 

shares of the company were listed on the National Stock Exchange, Bombay Stock Exchange Ltd and Madras 

Stock Exchange Ltd. During the year 2008-09, the company completed the expansion project in Trichy in the 

state of Tamil Nadu with the active participation and technical inputs from the company's collaborator, 

Nisshinbo Brake Inc, of Japan.  

The state-of-the-art plant commenced commercial production during the year. They increased the 

production capacity of Asbestos by 4,645 MT to 18,892 MT.  

During the year 2009-10, the company further increased the production capacity of Asbestos by 96 

MT to 18,988 MT. The Company commissioned and installed 2 MW solar power plant in Tamil Nadu in 

2016-17; it commissioned In-house Solar Project of 1.2 MW in Puducherry Plant during FY 2019-20 and in 

2021-22, it created own generation of renewable energy of 3.2 MW. 

VISION 

“To establish global presence and enhance domestic leadership by providing eco-friendly friction solutions” 

DOMESTIC MARKET LEADERSHIP 

● Leader in Commercial Vehicle / Passenger Car / Utility Vehicle & Two-Wheeler applications. 

● Most preferred brand in independent replacement markets. 

● Leading supplier of composite brake blocks to Indian Railways. 

● Significant supplier to State Transport Undertakings. 
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PRODUCTS PROFILE 

Rane Brake Linings Ltd. covers these following products: 

 

1. COMMERCIAL VEHICLE BRAKE PADS 

 

 

2.  DISC PADS 

 

 

3. BRAKE LININGS 

 

4. RAILWAYS BRAKE BLOCKS 
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5. SINTERED BRAKE PADS 

 

6. CLUTCH FACINGS 

 

 

CHAPTER – 3 

RESEARCH METHODOLOGY 

3.1 RESEARCH 

Research is a core component of many projects, whether they're academic, business, or personal. It 

involves a systematic and organized investigation into a particular topic or question. The goal is to gather, 

analyze, and interpret information to expand knowledge, solve problems, or develop new ideas. 

RESEARCH DESIGN: 

Research design is specification of methods and procedures for acquiring the information needed to 

structure or to solve problem.  

Research design is defined as, “the arrangement of condition for collection and analysis of the data in 

a manner that aims to combined relevant to the research purpose with economy in procedure” Analytical 

research technique was adopted in this project.  

The researcher used analytical type of research to analyze the past data based on which certain future 

decision can be made. 
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TARGET COMPANY: 

 This study is made at the Rane Brake Linings Limited. 

METHOD OF DATA COLLECTION: 

 The information and data which has been needed for this study was collected from the organisation in 

the forms of secondary data. 

SECONDARY DATA: 

 Secondary data is data that has already been collected and processed by someone else for a purpose 

other than current research. It's essentially data that you didn't collect yourself. This includes information from 

govt publications, academic journals, market research reports, company databases, online databases. The 

advantage of secondary data is that it can be cost-effective, time-saving, and can provide valuable context.  

Secondary data may earlier be published data or unpublished data. Usually published data are available in 

annual report. 

● Balance Sheet 

● Statement of profit and loss A/C 

● Cash Flow Statement   

● Notes to the profile  

● Company profile 

PERIOD OF THE STUDY: 

 The company follows the calendar year as their financial year so the period of the study considered is 

last five year i.e., from March 2019 – March 2024. 

3.2 TOOLS USED FOR THIS ANALYSIS 

These are the following tools are used in the analysis, 

● Ratio Analysis 

● Cash Flow Statement Analysis 

RATIO ANALYSIS: 

Ratio analysis is a crucial tool in financial projects that involves evaluating a company's financial 

performance by comparing different financial metrics. It helps investors, analysts, and creditors assess a 

company's profitability, liquidity, solvency, and efficiency. By examining ratios such as profitability ratios 

(e.g., gross profit margin, net profit margin), liquidity ratios (e.g., current ratio, quick ratio), solvency ratios 

(e.g., debt-to-equity ratio, interest coverage ratio), and efficiency ratios (e.g., inventory turnover ratio, asset 

turnover ratio), stakeholders can gain valuable insights into the company's financial health.  
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Ratios are particularly useful for comparing a company's performance to industry benchmarks or its 

own historical data. This allows for a more informed assessment of the company's financial position and future 

prospects. However, it's essential to consider the limitations of ratio analysis, such as the potential for 

manipulation and the influence of accounting methods.  

By combining ratio analysis with other financial tools and qualitative factors, stakeholders can make 

more accurate and comprehensive judgments about a company's financial performance. 

1.CASH RATIO: 

 Cash ratio is a financial metric that measures a company's ability to pay off its short-term liabilities 

using only its cash and cash equivalents. It is calculated by dividing the company's total cash and cash 

equivalents by its current liabilities. 

A higher cash ratio indicates that a company has a stronger ability to meet its short-term obligations, 

as it has more cash available to cover its debts. However, a very high cash ratio might suggest that the company 

is not efficiently using its resources. 

2. CURRENT RATIO: 

 Current ratio is a financial metric that measures a company's ability to pay off its short-term liabilities 

using its current assets. It is calculated by dividing the company's total current assets by its total current 

liabilities.  

A higher current ratio indicates that a company has a stronger ability to meet its short-term obligations, 

as it has more current assets available to cover its debts. However, a very high current ratio might suggest that 

the company is not efficiently using its resources, as it may be holding too much cash or inventory. 

3. LIQUID RATIO: 

 Liquid ratio, also known as the quick ratio or acid-test ratio, is a financial metric that measures a 

company's ability to pay off its short-term liabilities using its most liquid assets. It is a more stringent measure 

of liquidity than the current ratio because it excludes inventory, which can be less liquid depending on the 

nature of the business.   

 The liquid ratio is calculated by dividing the company's total quick assets (cash, cash equivalents, and 

accounts receivable) by its current liabilities. 

 A higher liquid ratio indicates that a company has a stronger ability to meet its short-term obligations, 

as it has more liquid assets available to cover its debts. However, a very high liquid ratio might suggest that 

the company is not efficiently using its resources, as it may be holding too much cash or not investing in 

growth opportunities.  
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4. CASH TO CURRENT ASSET RATIO:  

 The cash to current asset ratio is a financial metric that measures the proportion of a company's current 

assets that are held in cash or cash equivalents. It is calculated by dividing the company's total cash and cash 

equivalents by its total current assets. 

A higher cash to current asset ratio indicates that a larger portion of a company's current assets are in 

the form of cash or cash equivalents, which can be a sign of financial strength and liquidity. However, a very 

high ratio might suggest that the company is not efficiently using its resources, as it may be holding too much 

cash and not investing in growth opportunities. 

5. CASH FLOW TO SALES RATIO: 

 The cash flow to sales ratio is a financial metric that measures a company's ability to generate cash 

from its operations relative to its sales revenue. It is calculated by dividing the company's operating cash flow 

by its net sales. 

A higher cash flow to sales ratio indicates that a company is more efficient at converting its sales into 

cash, which is a positive sign for its financial health. However, a very low ratio might suggest that the company 

is struggling to collect payments from customers or is facing high operating costs. 

6. INVENTORY TO ASSET RATIO: 

 The inventory to asset ratio is a financial ratio that measures the proportion of a company's total assets 

invested in inventory. It is calculated by dividing the total inventory by the total assets. 

 A higher inventory to asset ratio indicates that a company has a significant portion of its assets tied up 

in inventory. This can be a concern because it means that the company's capital is not being used as efficiently 

as it could be. 

A lower inventory to asset ratio, on the other hand, suggests that the company is managing its inventory 

more efficiently. This is generally a good sign because it means that the company is not overstocking inventory 

and is able to sell its products quickly. 

7. DEBTORS TURNOVER RATIO: 

The debtors turnover ratio is a financial metric that measures how efficiently a company collects 

payments from its customers. It is calculated by dividing the company's net credit sales by its average accounts 

receivable. 
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A higher debtors turnover ratio indicates that a company is more efficient at collecting payments from 

its customers, which is a positive sign for its financial health. A lower ratio might suggest that the company is 

facing difficulties in collecting payments, which can impact its cash flow and profitability. 

8. CURRENT ASSET TO TOTAL ASSET RATIO: 

 The Current Asset to Total Asset Ratio, also known as the Current Asset Turnover Ratio, is a financial 

metric that measures a company's ability to convert its current assets (assets expected to be converted to cash 

within a year) into cash to meet its short-term obligations. 

A higher ratio generally indicates a company's financial health, as it suggests that the company has 

sufficient liquid assets to cover its current liabilities. However, an excessively high ratio might suggest that 

the company is not effectively utilizing its resources, as it may be holding too much cash or other highly liquid 

assets. 

9. CURRENT ASSET TO FIXED ASSET RATIO: 

 The current asset to fixed asset ratio, also known as the working capital to fixed capital ratio, is a 

financial metric that measures a company's ability to cover its short-term obligations with its current assets 

relative to the value of its long-term investments. It is calculated by dividing the total current assets by the 

total fixed assets.    

A higher current asset to fixed asset ratio indicates that a company has more liquidity and can better 

meet its short-term financial obligations. This is generally considered a positive sign, as it suggests that the 

company is not overly reliant on long-term investments to fund its operations. However, an excessively high 

ratio may suggest that the company is not efficiently utilizing its fixed assets or that it is holding too much 

inventory. 

10. CASH TURNOVER RATIO: 

 The cash turnover ratio is a financial metric that measures how efficiently a company is using its cash 

to generate revenue. It is calculated by dividing the net sales by the average cash balance. 

A high cash turnover ratio indicates that a company is effectively using its cash to generate sales, which 

is generally considered a positive sign. This could mean that the company is efficiently managing its inventory, 

collecting receivables promptly, and minimizing non-essential cash holdings. However, an excessively high 

ratio might suggest that the company is not investing enough in growth or that it is taking excessive risks to 

maximize cash flow. 
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CASH FLOW STATEMENT ANALYSIS: 

 A cash flow statement (CFS) is a financial statement that captures how much cash is generated and 

utilized by a company or business in a specific time period. By looking at the cash flow statement, one can 

see whether the company has sufficient cash flowing in to pay its debts, fund its operations, and return money 

to shareholders via dividends or stock buybacks. 

CFS bridges the income statement and balance sheet because it shows how money moves in and out 

of the business via three main channels: operating, investing, and financing activities. It produces what is 

called the net cash flow by breaking down where the changes in the beginning and ending balances came 

from. 

CHAPTER – 4 

DATA ANALYSIS AND INTERPRETATION 

DATA ANALYSIS: 

 Data analysis is the process of examining, interpreting, and drawing conclusions from collected data. 

In research projects, it plays a crucial role in transforming raw data into meaningful insights that can answer 

research questions and test hypotheses.  Through data analysis, researchers can identify patterns, trends, and 

relationships within the data, which can help them understand the phenomenon being studied.  

Various techniques and tools are employed for data analysis, including statistical analysis, qualitative 

analysis, and data visualization. Statistical analysis involves using numerical methods to summarize, describe, 

and analyze data, while qualitative analysis focuses on interpreting non-numerical data, such as interviews or 

observations. Data visualization techniques, such as charts and graphs, help to present findings in a clear and 

understandable manner. Ultimately, data analysis is essential for drawing valid conclusions and making 

informed decisions based on the research findings.  

INTERPRETATION: 

 Interpretation of data analysis is the process of making sense of the findings and drawing meaningful 

conclusions from the analyzed data. It involves translating the raw data and statistical results into a clear and 

understandable narrative that addresses the research questions or hypotheses. Interpretation requires a deep 

understanding of the research context, methodology, and the limitations of the data. Researchers must 

carefully consider the implications of the findings, considering factors such as sample size, data quality, and 

potential biases. By critically evaluating the data and drawing logical inferences, researchers can develop a 

comprehensive understanding of the phenomenon under investigation. 

Interpretation is not merely a descriptive process but also involves connecting the findings to existing 

theories, literature, and broader contexts. It allows researchers to contribute to the existing body of knowledge, 

identify new research directions, and inform decision-making.  
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RATIO ANALYSIS 

1.CASH RATIO: 

CASH RATIO = CASH AND EQUIVALENTS 

 

CURRENT LIABILITIES 

TABLE 4.1  

TABLE SHOWING CASH RATIO 

          (in crores) 

YEAR CASH&EQUIVALENTS 
CURRENT 

LIABILITIES RATIO 

2019-2020 37.54 126.79 0.29 

2020-2021 48.38 146.36 0.33 

2021-2022 21.01 156.11 0.13 

2022-2023 6.75 112.97 0.05 

2023-2024 3.86 119.64 0.03 

SOURCE: SECONDARY DATA 

CHART 4.1  

CHART SHOWING THE CASH RATIO OF COMPANY 

 

INTERPRETATION: 

 The above table refers that, the cash ratio analysis indicates a decline in the company's liquidity 

position over the five-year period, dropping from 0.29 in 2019-2020 to just 0.03 in 2023-2024. The drastic 

reduction, particularly from 0.13 in 2021-2022 to 0.03 in 2023-2024, indicates potential risks to the company's 

short-term financial viability. 
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2. CURRENT RATIO: 

CURRENT RATIO = CURRENT ASSETS 

CURRENT LIABILITIES 

TABLE 4.2 

TABLE SHOWING CURRENT RATIO 

        (in crores) 

YEAR CURRENT 

ASSETS 

CURRENT 

LIABILITIES 

RATIO 

2019-2020 209.10 126.79 1.64 

2020-2021 247.61 139.41 1.77 

2021-2022 264.45 150.31 1.75 

2022-2023 237.66 107.61 2.20 

2023-2024 254.28 112.62 2.25 

SOURCE: SECONDARY DATA 

CHART 4.2  

CHART SHOWING CURRENT RATIO OF COMPANY 

 

INTERPRETATION: 

 The above table infers that, the ratio consistently increases from 1.64 in 2019-2020 to 2.25 in 2023-

2024, suggesting the company has increasingly more current assets relative to liabilities, enhancing its ability 

to meet short-term obligations. However, the significant rise in 2022-2023 and 2023-2024 could indicate 

excess liquidity or underutilized assets. 

 

 

 

 

 



© 2025 IJRAR January 2025, Volume 12, Issue 1                www.ijrar.org (E-ISSN 2348-1269, P- ISSN 2349-5138) 

IJRARTH00275 International Journal of Research and Analytical Reviews (IJRAR) www.ijrar.org 761 
 

3. LIQUID RATIO: 

LIQUID RATIO = LIQUID ASSET 

      CURRENT LIABILITIES 

TABLE 4.3  

TABLE SHOWING LIQUID RATIO 

         (in crores) 

YEAR LIQUID ASSET CURRENT 

LIABILITIES 

RATIO 

2019-2020 146.08 126.79 1.15 

2020-2021 182.33 139.41 1.30 

2021-2022 163.71 150.31 1.08 

2022-2023 146.88 107.61 1.36 

2023-2024 160.78 112.62 1.42 

SOURCE: SECONDARY DATA 

CHART 4.3 

CHART SHOWING LIQUID RATIO OF COMPANY 

 

INTERPRETATION: 

 The above table infers that, the ratio improves from 1.15 in 2019-2020 to 1.42 in 2023-2024, indicating 

a stronger liquidity position. However, there is a dip in 2021-2022 (1.08), suggesting a potential liquidity 

strain during that period. The overall upward trend reflects improved liquidity management in recent years. 
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4. CASH TO CURRENT ASSET RATIO: 

CASH TO CURRENT ASSET RATIO =            CASH 

       CURRENT ASSETS 

TABLE 4.4 

TABLE SHOWING CASH TO CURRENT ASSET RATIO 

         (in crores) 

YEAR CASH  CURRENT 

ASSET 

RATIO 

2019-2020 37.54 209.10 0.17 

2020-2021 48.38 247.61 0.19 

2021-2022 21.01 264.45 0.07 

2022-2023 6.75 237.66 0.02 

2023-2024 3.86 254.28 0.01 

SOURCE: SECONDARY DATA 

CHART 4.4  

CHART SHOWING CASH TO CURRENT ASSET RATIO OF THE COMPANY 

 

INTERPRETATION: 

 The above table infers that, indicating that the proportion of cash relative to total current assets has 

significantly decreased. It falls from 0.17 in 2019-2020 to just 0.01 in 2023-2024, suggesting that the company 

is holding less cash as a percentage of its current assets. This could imply a shift in asset allocation, possibly 

towards other current assets, or more efficient cash management, but may also signal reduced liquidity 

flexibility in immediate cash availability. 
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5. CASH FLOW TO SALES RATIO: 

CASH FLOW TO SALES RATIO = OPERATING CASH FLOW 

     SALES 

TABLE 4.5 

TABLE SHOWING CASH FLOW TO SALES RATIO 

          (in crores) 

YEAR OPERATING CASH FLOW SALES RATIO 

2019-2020 73.39 470.98 0.15 

2020-2021 46.59 423.39 0.11 

2021-2022 11.33 505.55 0.02 

2022-2023 49.34 598.80 0.08 

2023-2024 29.29 660.83 0.04 

SOURCE: SECONDARY DATA 

CHART 4.5 

CHART SHOWING THE CASH FLOW TO SALES RATIO OF THE COMPANY 

 

INTERPRETATION: 

 The above table refers that, indicating that the company's ability to generate cash from operations 

relative to its sales has weakened. It decreases from 0.15 in 2019-2020 to 0.04 in 2023-2024, suggesting a 

potential inefficiency in converting sales into cash. Although there is a temporary improvement in 2022-2023 

(0.08), the overall trend points to reduced cash flow generation capacity, which could impact the company’s 

liquidity and operational sustainability in the long term. 
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6. INVENTORY TO ASSET RATIO: 

INVENTORY TO ASSET RATIO = INVENTORY  

     TOTAL ASSET 

TABLE 4.6 

TABLE SHOWING INVENTORY TO ASSET RATIO  

 (in crores) 

YEAR INVENTORY TOTAL 

ASSET 

RATIO 

2019-2020 63.02 359.35 0.17 

2020-2021 65.28 384.02 0.16 

2021-2022 100.74 398.95 0.25 

2022-2023 90.78 374.15 0.24 

2023-2024 93.50 400.72 0.23 

SOURCE: SECONDARY DATA 

CHART 4.6  

CHART SHOWING INVENTORY TO ASSET RATIO OF THE COMPANY 

 

INTERPRETATION: 

 The above table refers that, it shows an increasing trend from 0.17 in 2019-2020 to a peak of 0.25 in 

2021-2022, followed by a slight decline to 0.23 in 2023-2024. This indicates that inventory has become a 

larger proportion of the company's total assets over time. The rise suggests more reliance on inventory, which 

could indicate growth in stock levels. 
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7. DEBTORS TURNOVER RATIO: 

DEBTORS TURNOVER RATIO =    CREDIT SALES 

      ACCOUNTS RECEIVABLES 

TABLE 4.7  

TABLE SHOWING DEBTORS TURNOVER RATIO 

         (in crores) 

YEAR  CREDIT SALES ACCOUNTS 

RECEIVABLES 

RATIO 

2019-2020 470.98 97.45 4.83 

2020-2021 423.39 129.79 3.26 

2021-2022 505.55 137.28 3.68 

2022-2023 598.80 109.80 5.45 

2023-2024 660.83 147.04 4.49 

SOURCE: SECONDARY DATA 

CHART 4.7 

CHART SHOWING DEBTORS TURNOVER RATIO OF THE COMPANY 

 

INTERPRETATION: 

 The above table refers that, it drops from 4.83 in 2019-2020 to 3.26 in 2020-2021, indicating slower 

collection of credit sales, but then improves to 5.45 in 2022-2023, showing faster recovery of receivables. In 

2023-2024, the ratio slightly declines to 4.49, reflecting a moderate reduction in collection efficiency. 
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8. CURRENT ASSET TO TOTAL ASSET RATIO: 

CURRENT ASSET TO TOTAL ASSET RATIO = CURRENT ASSETS 

           TOTAL ASSETS 

TABLE 4.8  

TABLE SHOWING CURRENT ASSET TO TOTAL ASSET RATIO 

          (in crores)  

SOURCE: SECONDARY DATA 

CHART 4.8 

CHART SHOWING CURRENT ASSET TO TOTAL ASSET RATIO OF COMPANY 

 

INTERPRETATION: 

 The above table refers that, ranging from 0.58 in 2019-2020 to 0.66 in 2021-2022, and settling at 0.63 

in 2023-2024. This indicates that a consistent proportion of the company's total assets is tied up in current 

assets, reflecting a balanced approach to liquidity management. The slight increase in 2020-2022 suggests the 

company may have focused more on maintaining liquid assets, while the stabilization in recent years indicates 

a steady allocation between current and long-term assets. 

 

 

 

 

 

YEAR CURRENT 

ASSET 

TOTAL ASSET RATIO 

2019-2020 209.10 359.35 0.58 

2020-2021 247.61 384.02 0.64 

2021-2022 264.45 398.95 0.66 

2022-2023 237.66 374.15 0.63 

2023-2024 254.28 400.72 0.63 
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9. CURRENT ASSET TO FIXED ASSET RATIO: 

CURRENT ASSET TO FIXED ASSET RATIO = CURRENT ASSET 

       FIXED ASSET 

TABLE 4.9 

TABLE SHOWING CURRENT ASSET TO FIXED ASSET RATIO 

         (in crores) 

YEAR CURRENT 

ASSET 

FIXED ASSET  RATIO 

2019-2020 209.10 133.16 1.57 

2020-2021 247.61 119.56 2.07 

2021-2022 264.45 117.25 2.25 

2022-2023 237.66 122.6 1.93 

2023-2024 254.28 133.94 1.89 

SOURCE: SECONDARY DATA  

CHART 4.9 

CHART SHOWING CURRENT ASSET TO FIXED ASSET RATIO OF COMPANY 

 

INTERPRETATION: 

 The above table refers that, the current asset to fixed asset ratio increasing from 1.57 in 2019-2020 to 

a peak of 2.25 in 2021-2022, followed by a decline to 1.89 in 2023-2024. This indicates that the company 

initially shifted towards holding more current assets relative to fixed assets, which could suggest a focus on 

liquidity or short-term operations. 
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10. CASH TURNOVER RATIO: 

CASH TURNOVER RATIO =  NET SALES 

     AVERAGE CASH 

TABLE 4.10 

TABLE SHOWING CASH TURNOVER RATIO 

         (in crores) 

YEAR NET SALES AVERAGE CASH RATIO 

2019-2020 470.98 25.705 18.32 

2020-2021 423.39 42.96 9.85 

2021-2022 505.55 34.695 14.57 

2022-2023 598.80 13.88 43.14 

2023-2024 660.83 5.305 124.5 

SOURCE: SECONDARY DATA 

CHART 4.10 

CHART SHOWING CASH TURNOVER RATIO OF THE COMPANY 

 

INTERPRETATION: 

 The above table infers that, the cash turnover ratio shows significant fluctuations over the five-year 

period. It decreases from 18.32 in 2019-2020 to 9.85 in 2020-2021, indicating slower utilization of cash 

relative to sales, followed by some recovery in 2021-2022. A sharp rise to 43.14 in 2022-2023 and a dramatic 

increase to 124.5 in 2023-2024 reflect much higher efficiency in generating sales with minimal cash.  
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CASH FLOW STATEMENT ANALYSIS  

CASH FLOW STATEMENT FOR THE YEAR 2019-2020 (IN CRORES) 

PARTICULARS FOR THE YEAR 

ENDED 31/03/2019 

FOR THE YEAR 

ENDED 31/03/2020  

A. CASH FLOW FROM 

OPERATING ACTIVITIES 

  

Profit for the year 49.31 44.68 

Adjustments for:   

Finance costs recognised in profit or 

loss 

0.39 0.02 

Interest Income recognised in profit 

or loss 

(1.86) (2.81) 

Dividend Income recognised in 

profit or loss 

(0.30) (0.11) 

(Gain) / Loss on disposal of property, 

plant and equipment 

0.09 (0.02) 

Deferred revenue recognised on 

account of Government grant 

(0.23) (0.23) 

Impairment loss recognised on trade 

receivables 

1.23 0.75 

Depreciation and Amortisation of 

non-current assets 

24.25 26.29 

Net foreign exchange (gain) / loss - 

Unrealised 

(0.02) (0.15) 

 72.86 68.42 

Movements in working capital:   

(Increase) / decrease in trade and 

other receivables 

(20.87) 42.52 

(Increase) / decrease in inventories (14.85) (12.12) 

(Increase) / decrease in other assets (0.15) 1.35 

Increase / (decrease) in trade 

payables 

20.30 (18.54) 

Increase / (decrease) in provisions 1.05 1.30 

Increase / (decrease) in other 

liabilities 

3.92 (0.72) 

Cash generated from operations 62.26 82.21 

Income Tax paid (17.96) (8.82) 

Net cash generated by operating 

activities 

44.30 73.39 

B. CASH FLOW FROM 

INVESTING ACTIVITIES 

  

Proceeds on sale of property, plant 

and equipment 

0.02 0.10 

Interest received 1.86 2.81 

Dividend income - Short term 

Mutual Fund investments 

0.30 0.11 
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Payments for property, plant and 

equipment 

(26.24) (38.05) 

Payments for intangible assets (0.18) (0.23) 

Investments made during the year (0.60) - 

Net cash used in investing activities (24.84) (35.26) 

C. CASH FLOW FROM 

FINANCING ACTIVITIES 

  

Repayment of borrowings (0.05) (0.07) 

Repayment of Lease liability - (0.16) 

Dividends and Dividend tax paid (14.77) (14.28) 

Interest paid (0.39) (0.02) 

Net cash used in financing activities (15.21) (14.53) 

Net increase in cash and cash 

equivalents 

4.25 23.60 

Cash and cash equivalents at the 

beginning of the year 

9.63 13.87 

Effects of exchange rate changes on 

the balance of cash and cash 

equivalents held in foreign 

currencies 

(0.01) 0.07 

Cash and Cash equivalents at the end 

of the year 

13.87 37.54 

     SOURCE: SECONDARY DATA 

INTERPRETATION: 

The company showed strong cash flow generation with a net increase in cash reserves. This reflects 

efficient profitability and effective working capital management, enabling the company to balance operational 

needs with strategic investments. 

OPERATING ACTIVITIES:  

The company generated a strong operating cash flow of ₹73.39 crore, reflecting robust profitability 

and efficient working capital management. Positive adjustments in trade receivables and provisions 

contributed to healthy cash inflows. Despite some outflows for taxes and inventory increases, the company 

maintained a solid cash position. This indicates that the business was able to convert its profits effectively into 

cash, ensuring liquidity for operational and strategic needs. 

INVESTING ACTIVITIES: 

 The company recorded significant cash outflows of ₹35.26 crore from investing activities, primarily 

due to substantial capital expenditures for property, plant, and equipment. These investments align with long-

term growth objectives, indicating the company's focus on enhancing production capacity and infrastructure. 

Minimal inflows from asset sales and interest income were insufficient to offset these outflows. The high 

investment level suggests confidence in future business prospects, but it also highlights the need for careful 

prioritization of projects to avoid excessive liquidity strain. 
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FINANCING ACTIVITIES: 

 Financing activities resulted in a net cash outflow of ₹14.53 crore, primarily driven by dividend 

payments and minimal debt repayments. The company’s decision to prioritize shareholder returns through 

consistent dividends indicates a focus on maintaining investor confidence. With limited borrowings or major 

financing inflows, the company adopted a conservative approach to managing its financial structure. This 

suggests stability in its financing activities but also highlights the need for cautious cash management to 

support future obligations.  

CASH FLOW STATEMENT FOR THE YEAR 2020-2021 (IN CRORES) 

PARTICULARS FOR THE YEAR 

ENDED 31/03/2020 

FOR THE YEAR 

ENDED 31/03/2021 

A. CASH FLOW FROM 

OPERATING ACTIVITIES 

  

Profit for the year 44.68 46.94 

Adjustments for:   

Finance costs recognised in profit or 

loss 

0.02 0.25 

Interest Income recognised in profit 

or loss 

(2.81) (1.75) 

Dividend Income recognised in 

profit or loss 

(0.11) - 

(Gain) / Loss on disposal of 

property, plant and equipment 

(0.02) (0.04) 

Deferred revenue recognised on 

account of Government grant 

(0.23) - 

Impairment loss recognised on trade 

receivables 

0.75 (2.41) 

Depreciation and Amortisation of 

non-current assets 

26.29 24.42 

Other non-cash items - 0.00 

Net foreign exchange (gain) / loss - 

Unrealised 

(0.15) 0.04 

 68.42 67.45 

Movements in working capital:   

(Increase) / decrease in trade and 

other receivables 

42.52 (29.93) 

(Increase) / decrease in inventories (12.12) (2.26) 

(Increase) / decrease in other assets 1.35 10.09 

Increase / (decrease) in trade 

payables 

(18.54) 20.60 

Increase / (decrease) in provisions 1.30 (5.35) 

Increase / (decrease) in other 

liabilities 

(0.72) (1.15) 

Cash generated from operations 82.21 59.45 

Income Tax paid (8.82) (12.86) 
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Net cash generated by operating 

activities 

73.39 46.59 

B. CASH FLOW FROM 

INVESTING ACTIVITIES 

  

Proceeds on sale of property, plant 

and equipment 

0.10 0.05 

Interest received 2.81 1.75 

Dividend income - Short term 

Mutual Fund investments 

0.11 - 

Payments for property, plant and 

equipment 

(38.05) (12.04) 

Payments for intangible assets (0.23) (0.29) 

Net cash used in investing activities (35.26) (10.53) 

C. CASH FLOW FROM 

FINANCING ACTIVITIES 

  

Repayment of borrowings (0.07) - 

Repayment of Lease liability (0.16) (0.22) 

Dividends and Dividend tax paid (14.28) (8.71) 

Equity Shares Buyback - (12.39) 

Tax on Equity shares Buyback - (2.55) 

Net cash used in financing activities (0.02) (0.25) 

Net increase in cash and cash 

equivalents 

(14.53) (24.12) 

Cash and cash equivalents at the 

beginning of the year 

23.60 11.94 

Effects of exchange rate changes on 

the balance of cash and cash 

equivalents held in foreign 

currencies 

13.87 37.54 

Cash and Cash equivalents at the end 

of the year 

0.07 0.02 

SOURCE: SECONDARY DATA 

INTERPRETATION: 

Cash reserves declined significantly due to reduced operational cash inflows and steady outflows for 

shareholder commitments. The year reflects financial strain arising from challenges in receivables 

management and a more conservative approach to capital investments. 

OPERATING ACTIVITIES: 

Operating cash flows declined to ₹46.59 crore, primarily due to inefficiencies in receivables and 

inventory management. A significant increase in trade receivables and higher tax payments reduced the cash 

generated from core operations. Although profitability remained stable, the challenges in working capital 

adjustments hampered cash flow efficiency. This trend suggests a need for more robust collection processes 

and inventory management to sustain cash generation. 
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INVESTING ACTIVITIES: 

 Investing cash outflows reduced to ₹10.53 crore, reflecting a more conservative approach to capital 

expenditure compared to the previous year. Limited investments in property, plant, and equipment, coupled 

with moderate inflows from interest and asset sales, indicate a shift towards cautious financial management. 

This suggests that the company prioritized liquidity preservation while still committing to essential capital 

expenditures. The reduced outflows are a positive sign of controlled investment spending amidst challenging 

operating conditions. 

FINANCING ACTIVITIES: 

 Net cash outflow from financing activities increased significantly to ₹24.12 crore. This rise was driven 

by equity buybacks (₹12.39 crore) and the associated tax payments (₹2.55 crore), alongside steady dividend 

distributions. The buyback indicates a strategic move to enhance shareholder value but also contributed to 

reduced liquidity. The company continued to refrain from substantial borrowings, reflecting a preference for 

internal funding. However, the larger outflows underscore the importance of balancing shareholder payouts 

with liquidity needs. 

CASH FLOW STATEMENT FOR THE YEAR 2021-2022 (IN CRORES) 

PARTICULARS FOR THE YEAR 

ENDED 31/03/2021 

FOR THE YEAR 

ENDED 31/03/2022 

A. CASH FLOW FROM OPERATING 

ACTIVITIES 

  

Profit for the year 46.94 34.67 

Adjustments for:   

Finance costs recognised in profit or loss 0.25 0.02 

Interest Income recognised in profit or loss (1.96) (0.86) 

(Gain) / Loss on disposal of property, plant 

and equipment 

(0.04) (0.05) 

Impairment loss recognised on trade 

receivables 

(2.41) 1.69 

Depreciation and Amortisation of non-

current assets 

24.42 21.42 

Other non-cash items - (0.31) 

Net foreign exchange (gain) / loss - 

Unrealised 

0.04 0.15 

 67.24 56.73 

Movements in working capital:   

(Increase) / decrease in trade and other 

receivables 

(29.94) (8.49) 

(Increase) / decrease in inventories (2.26) (35.46) 

(Increase) / decrease in other assets 10.10 (2.49) 

Increase / (decrease) in trade payables 20.60 10.93 

Increase / (decrease) in provisions (5.35) (1.71) 

Increase / (decrease) in other liabilities (1.15) 1.48 

Cash generated from operations 59.24 20.99 

Income Tax paid (12.86) (9.66) 
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Net cash generated by operating activities 46.38 11.33 

B. CASH FLOW FROM INVESTING 

ACTIVITIES 

  

Proceeds on sale of property, plant and 

equipment 

0.05 0.06 

Interest received 1.96 0.86 

Dividend income - Short term Mutual 

Fund investments 

(12.04) (18.01) 

Payments for property, plant and 

equipment 

(0.29) (0.28) 

Payments for intangible assets - (0.75) 

Net cash used in investing activities (10.32) (18.12) 

C. CASH FLOW FROM FINANCING 

ACTIVITIES 

  

Repayment of Lease liability (0.22) (0.13) 

Dividend paid (8.71) (19.32) 

Equity Shares Buyback (12.39) (1.82) 

Tax on Equity shares Buyback (2.55) (0.42) 

Interest paid (0.25) (0.02) 

Net cash used in financing activities (24.12) (21.71) 

Net increase in cash and cash equivalents 11.94 (28.50) 

Cash and cash equivalents at the beginning 

of the year 

37.54 49.50 

Effects of exchange rate changes on the 

balance of cash and cash equivalents held 

in foreign currencies 

0.02 0.01 

Cash and Cash equivalents at the end of 

the year 

49.50 21.01 

SOURCE: SECONDARY DATA 

INTERPRETATION: 

The company experienced one of its weakest years in terms of cash flow, with minimal additions to 

cash reserves. Declining operating cash flows and steady financing outflows suggest liquidity challenges and 

the need for improved efficiency in working capital management. 

OPERATING ACTIVITIES: 

Operating cash flows dropped sharply to ₹11.33 crore, reflecting one of the most challenging years for 

the company. Reduced profitability, combined with substantial increases in inventory and receivables, 

negatively impacted cash generation. While the company managed to contain some costs, the overall strain 

on working capital led to limited operational cash inflows. This highlights the importance of streamlining 

operations and improving working capital efficiency to stabilize cash flows. 

INVESTING ACTIVITIES: 

 Investing activities recorded a net cash outflow of ₹18.12 crore, marking an increase from the previous 

year. While capital expenditures remained moderate, the year also saw additional outflows for intangible 

assets and other minor investments. Minimal inflows from asset sales and interest income contributed to a net 
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reduction in cash reserves. This reflects the company's continued focus on long-term asset creation while 

managing its financial resources cautiously. However, the slightly increased outflows suggest a need for 

balancing growth objectives with liquidity preservation. 

FINANCING ACTIVITIES: 

 Financing cash outflows remained high at ₹21.71 crore, primarily due to continued dividend payments 

and additional equity buybacks. The company’s focus on returning value to shareholders demonstrates its 

commitment to investor satisfaction, even during a year with weaker operational cash flow. However, the lack 

of significant financing inflows or new borrowings highlights limited flexibility in addressing liquidity needs. 

The outflows suggest a need to reassess financing strategies to ensure a balance between shareholder returns 

and maintaining cash reserves. 

CASH FLOW STATEMENT FOR THE YEAR 2022-2023 (IN CRORES) 

PARTICULARS FOR THE YEAR 

ENDED 31/03/2022 

FOR THE YEAR 

ENDED 31/03/2023 

A. CASH FLOW FROM OPERATING 

ACTIVITIES 

  

Profit for the year 34.67 44.58 

Adjustments for:   

Depreciation and amortisation expenses 21.42 20.00 

Finance costs 0.02 0.05 

Mark to market gain on derivative 

instruments 

- (0.27) 

Interest income (0.86) (0.68) 

Gain on sale of property, plant and 

equipment 

(0.05) - 

Unrealised foreign exchange loss 0.15 0.04 

Loss allowance on trade receivables 1.69 1.24 

Liabilities no longer required written back - (6.15) 

Other non-cash items (0.31) - 

Operating profit before working capital 

changes 

56.73 58.81 

Working capital adjustments:   

Decrease / (increase) in inventories (35.46) 9.96 

Decrease / (increase) in financial assets (8.49) 33.23 

Increase in other assets (2.49) (3.22) 

(Decrease) / increase in financial liabilities 10.93 (43.09) 

Increase / (decrease) in other liabilities and 

provisions 

(0.23) 7.04 

Cash generated from operations 20.99 62.73 

Income Tax paid, net (9.64) (13.39) 

Net cash generated by operating activities 11.35 49.34 

B. CASH FLOW FROM INVESTING 

ACTIVITIES 

  

Acquisition of property, plant and 

equipment and intangible assets 

(18.29) (25.95) 
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Proceeds from disposal of property, plant 

and equipment 

0.06 0.00 

Acquisition of non-current investments (0.75) - 

Acquisition of current investments - (22.72) 

Interest received 0.86 0.71 

Net cash used in investing activities (B) (18.12) (47.96) 

C. CASH FLOWS FROM FINANCING 

ACTIVITIES 

  

Buy-back of equity shares (1.82) - 

Tax on buy-back of equity shares (0.42) - 

Payment of lease liabilities (0.14) (0.13) 

Payment of dividend (19.32) (15.46) 

Interest paid (0.02) (0.05) 

Net cash used in financing activities (C) (21.72) (15.64) 

Net decrease in cash and cash equivalents (28.49) (14.26) 

Cash and cash equivalents at the beginning 

of the year 

49.50 21.01 

Cash and cash equivalents at the end of the 

year 

21.01 6.75 

SOURCE: SECONDARY DATA 

INTERPRETATION: 

The company experienced one of its weakest years in terms of cash flow, with minimal additions to 

cash reserves. Declining operating cash flows and steady financing outflows suggest liquidity challenges and 

the need for improved efficiency in working capital management. 

OPERATING ACTIVITIES: 

 Operating cash flows improved significantly to ₹49.34 crore, signalling recovery in profitability and 

better working capital management. The reduction in inventory levels and improved receivables collection 

contributed to higher cash inflows. Although tax payments continued to be a burden, the company’s ability to 

manage its working capital more effectively resulted in stronger operational cash flows. This reflects a positive 

shift in operational efficiency and financial management. 

INVESTING ACTIVITIES: 

 Investing activities witnessed the highest cash outflow in the analyzed period at ₹47.96 crore. This 

was driven by significant expenditures on property, plant, and equipment, along with investments in current 

assets. These investments reflect the company’s aggressive strategy to expand and modernize its operations. 

However, the substantial cash outflows highlight the potential risk of liquidity constraints if these investments 

do not yield the expected returns. Limited inflows from interest income and no significant asset sales further 

intensified the financial strain. 
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FINANCING ACTIVITIES: 

 Net cash outflows from financing activities decreased slightly to ₹15.64 crore. Dividend payouts 

continued to form the bulk of the outflows, with a reduction in equity buybacks compared to prior years. The 

smaller outflows suggest a more cautious approach to cash management, reflecting the company’s attempt to 

preserve liquidity amidst increased capital investments. However, the reliance on shareholder returns without 

leveraging financing inflows raises concerns about the long-term sustainability of such an approach. 

CASH FLOW STATEMENT FOR THE YEAR 2023-2024 (IN CRORES) 

PARTICULARS FOR THE YEAR 

ENDED 31/03/2023 

FOR THE YEAR 

ENDED 31/03/2024 

A. CASH FLOW FROM OPERATING 

ACTIVITIES 

  

Profit for the year 44.58 54.43 

Adjustments for:   

Depreciation and amortisation expenses 20.00 21.84 

Finance costs 0.05 0.03 

Mark to market loss / (gain) on derivative 

instruments 

(0.27) 0.09 

Interest income (0.68) (1.22) 

Unrealised foreign exchange loss 0.04 - 

Loss allowance on trade receivables 1.24 0.03 

Liabilities no longer required written back (6.15) - 

Operating profit before working capital 

changes 

58.81 75.20 

Working capital adjustments:   

Decrease / (increase) in inventories 9.96 (2.72) 

Decrease / (increase) in financial assets 33.23 (37.39) 

Decrease / (increase) in other assets (3.22) 2.69 

(Decrease) / increase in financial liabilities (43.09) (6.92) 

(Decrease) / increase in other liabilities and 

provisions 

7.04 10.21 

Cash generated from operating activities 62.73 41.07 

Income tax paid, net (13.39) (11.78) 

Net cash generated from operating 

activities 

49.34 29.29 

B. CASH FLOW FROM INVESTING 

ACTIVITIES 

  

Acquisition of property, plant and 

equipment and intangible assets 

(25.95) (31.84) 

Proceeds from disposal of property, plant 

and equipment 

0.00 0.00 

Redemption / (acquisition) of current 

investments 

(22.72) 18.66 

Acquisition of non-current investments - (0.55) 

Interest received 0.71 1.08 

Net cash used in investing activities (B) (47.96) (12.65) 
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C. CASH FLOWS FROM FINANCING 

ACTIVITIES 

  

Payment of lease liabilities (0.13) (0.18) 

Payment of dividend (15.46) (19.32) 

Interest paid (0.05) (0.03) 

Net cash used in financing activities (C) (15.64) (19.53) 

Net decrease in cash and cash equivalents (14.26) (2.89) 

Cash and cash equivalents at the beginning 

of the year 

21.01 6.75 

Cash and cash equivalents at the end of the 

year 

6.75 3.86 

SOURCE: SECONDARY DATA 

INTERPRETATION: 

 Cash reserves reached their lowest level in the analyzed period, highlighting liquidity pressures despite 

increased profitability. While investment outflows decreased, operational cash inflows showed stagnation, 

underscoring the need for enhanced cash generation strategies. 

OPERATING ACTIVITIES: 

 Operating cash flows declined to ₹29.29 crore, despite improved profitability, highlighting 

inefficiencies in cash conversion processes. A significant increase in trade receivables and financial liabilities 

offset the benefits of higher profits. The company faced challenges in maintaining liquidity, emphasizing the 

need for more effective receivables management and working capital adjustments. While the overall 

operational performance remained stable, better cash flow management is required to ensure sustained 

liquidity. 

INVESTING ACTVITIES: 

 Investing cash outflows moderated to ₹12.65 crore, reflecting a balanced approach between capital 

investments and cash preservation. While there were expenditures on property, plant, and equipment, the 

company also generated inflows from the redemption of current investments, partially offsetting the outflows. 

This indicates a strategic shift towards optimizing the investment portfolio and managing liquidity more 

effectively. The reduced net outflows suggest that the company is cautiously evaluating its investment 

priorities while maintaining focus on long-term growth. 

FINANCING ACTIVITIES: 

 Financing cash outflows rose marginally to ₹19.53 crore, driven by consistent dividend payments and 

lease liability settlements. The company maintained its commitment to rewarding shareholders, indicating 

stability in its financial policies. However, the absence of significant financing inflows, such as new 

borrowings, limits the company’s flexibility to address potential cash flow challenges. This steady outflow 

pattern highlights the need for more diversified financing strategies to balance liquidity preservation with 

shareholder expectations. 
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CHAPTER – 5  

FINDINGS, SUGGESTIONS & CONCLUSION 

5.1 FINDINGS 

⮚ Cash Ratio: The cash ratio shows a continuous decline from 0.29 to 0.03, indicating a weakening 

liquidity position. This suggests the need for better cash management strategies. 

⮚ Current Ratio: The current ratio improves from 1.64 to 2.25, suggesting better short-term financial 

strength. It reflects the company’s increased capacity to cover its liabilities. 

⮚ Liquid Ratio: The liquid ratio strengthens over time but shows a dip in 2021-2022, reflecting a potential 

strain on liquidity in that year. However, recent trends indicate improvement in liquidity management. 

⮚ Cash to Current Asset Ratio: The ratio drops sharply from 0.17 to 0.01, indicating reduced cash 

holdings as part of current assets. This may signal a shift toward investing in other current assets. 

⮚ Cash Flow to Sales Ratio: The ratio declines, suggesting the company’s efficiency in generating cash 

from sales has weakened over the period. Improving cash conversion from sales could enhance 

financial flexibility. 

⮚ Inventory to Asset Ratio: Inventory's proportion to total assets increases, implying higher reliance on 

stock. Efficient inventory management could help reduce the potential for overstocking. 

⮚ Debtors Turnover Ratio: The ratio fluctuates, indicating inconsistent efficiency in collecting 

receivables. Better collection processes could stabilize cash flow. 

⮚ Current Asset to Total Asset Ratio: The ratio remains stable, reflecting a balanced approach to liquidity 

management. Maintaining this balance is essential for smooth operations. 

⮚ Current Asset to Fixed Asset Ratio: The ratio initially increases but then declines, showing a shift in 

the company's asset allocation towards fixed assets. This suggests a focus on long-term capital 

investment. 

⮚ Cash Turnover Ratio: Significant fluctuations, with a sharp rise in the last two years, indicate improved 

cash efficiency. Continuing to focus on cash utilization will be key to maintaining this progress. 

⮚ The company showed strong operational cash flow, reflecting robust profitability and effective 

working capital management. Significant investment in long-term assets indicates growth-focused 

strategies, while financing outflows were mainly for dividends, showcasing stability. 

⮚ Operating cash flows declined due to inefficiencies in receivables and inventory management. A 

cautious investment approach reduced outflows, while financing activities saw higher outflows due to 

equity buybacks, reflecting a focus on shareholder returns. 
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⮚ A sharp decline in operating cash flows highlighted operational challenges. Increased investment 

outflows for asset creation and consistent financing outflows for dividends and buybacks resulted in 

strained liquidity. 

⮚ Operational cash flows improved significantly, aided by better inventory and receivables management. 

However, record-high investment outflows on capital assets and continued dividend payments posed 

liquidity constraints. 

⮚ Operating cash flows remained stable but below optimal levels, impacted by inefficiencies in cash 

conversion. Investment outflows moderated, reflecting a more balanced approach, while financing 

outflows rose slightly due to consistent shareholder payouts. 

5.2 SUGGESTIONS 

⮚ Cash Ratio: It might be beneficial for the company to explore ways to maintain a slightly higher 

cash buffer to strengthen short-term liquidity. 

⮚ Current Ratio: While the current ratio is strong, optimizing the use of available assets could further 

improve financial efficiency. 

⮚ Liquid Ratio: Maintaining this positive trend by closely monitoring short-term assets would help 

sustain liquidity improvements. 

⮚ Cash to Current Asset Ratio: The company could consider balancing cash holdings to ensure both 

liquidity and investment efficiency. 

⮚ Cash Flow to Sales Ratio: Enhancing the focus on cash collection processes may help improve 

cash flow generation from sales. 

⮚ Inventory to Asset Ratio: Reducing excess inventory levels could improve asset utilization without 

affecting operational efficiency. 

⮚ Debtors Turnover Ratio: A continued focus on prompt collections could further improve this ratio 

and enhance cash flow stability. 

⮚ Current Asset to Total Asset Ratio: Maintaining a balanced allocation between current and non-

current assets can support both liquidity and long-term growth. 

⮚ Current Asset to Fixed Asset Ratio: The company may benefit from ensuring that fixed assets are 

optimally utilized alongside current assets. 

⮚ Cash Turnover Ratio: Building on the recent improvements, the company might explore 

sustainable strategies to maintain high cash efficiency. 

⮚ Maintain the robust cash flow from operations by continuing effective working capital 

management and carefully prioritizing long-term investments to avoid liquidity constraints. 
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⮚ Improve receivables and inventory management processes to boost operational cash flow, and 

consider balancing shareholder returns with cash preservation for better liquidity. 

⮚ Focus on streamlining operations and optimizing working capital to stabilize cash flows, while 

ensuring long-term investments are aligned with immediate liquidity needs. 

⮚ Continue improving cash flow efficiency through enhanced working capital controls, and evaluate 

capital expenditures to ensure high returns and avoid excessive strain on liquidity. 

⮚ Strengthen cash conversion processes and receivables collection to improve operational cash 

flows, and explore diversified financing options to sustain liquidity and shareholder returns. 

5.3 CONCLUSION 

 The study on cash management at Rane Brakes Lining Limited highlights the company’s strengths in 

maintaining operational efficiency and its strategic focus on long term growth. Over the analyzed period, the 

company demonstrated resilience through an improved current ratio and notable operational cash flows, 

reflecting its ability to meet short term obligations effectively. Furthermore, strategic investments in property, 

plant, and equipment underscore a proactive approach to enhancing production capacity and sustaining a 

competitive edge in the market. These efforts highlight the company’s focus on ensuring operational and 

financial sustainability. 

 To further optimize its financial performance, the company could focus on enhancing its cash flow 

forecasting processes to mitigate liquidity risks and improve financial planning. Streamlining inventory 

management and accelerating receivables collection would also help free up significant cash resources, 

bolstering liquidity. Additionally, adopting a balanced approach to capital allocation is vital, ensuring that 

shareholder returns do not compromise the company’s financial flexibility. Exploring external financing 

options judiciously could provide additional support for growth initiatives while maintaining healthy cash 

reserves. By addressing these areas, Rane Brakes Lining Limited can reinforce its financial stability and 

continue driving sustainable growth while securing its leadership in the industry.   
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ANNEXURE – I: CASH FLOW STATEMENT 
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ANNEXURE – II: BALANCE SHEET 
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