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Abstract — Social responsibility, eco-balance, green house effect
are the next step concepts for bioenergy generating firms in
Indian power context. The primary question in front of society
and government is that ‘will they bring back to revival state?’ On
the other hand the urgency for utility of non-conventional energy
sources has been growing dominantly in nature. As bioenergy is
the suitable replacement for traditional energy (fossil fuel
energy) in countries like India, government involvement,
awareness and education for entrepreneurs are very important
aspects to make the bioenergy industry as perfect alternate to
traditional energy generating methods. In this paper the analysis
of working capital management of four bioenergy generating
firms of Andhra Pradesh and Telangana States has been carried
out with the help of several meaningful ratios. The results
indicting that except Jyoti Bio Energy Limited, other firms need
to decrease their debt content in capital structure and hence to
reduce their interest payments to make their working capital
positive. The firm Jyoti Bio Energy Limited needs to increase its
debt content in its overall capital structure so as to increase the
financial leverage and hence to increase its profits.

Keywords- Current ratio, quick ratio, current assets, current
liabilities and working capital turnover ratio
I. Introduction

The firms which are capital intensive in nature required
huge amount of the fixed capital initially. They will generate
required working capital by providing services to their
customers. Few firms are capital and labour intensive in
nature. They required allocating a portion of total capital for
their daily needs. Allocation of capitals to different needs is
a current action as per the future demand ascertainment. The
upcoming industries which could not find their own
recognition have to strive for estimation of exact amount of
working capital need. Those firms which are unable to
magnet the equity capital have to predict between fixed and
working capital seriously. The wrong decisions lead to the
state of either excessive or deficiency capital condition.
Both the conditions influence the cost of capital to go climb
nature. Bioenergy generating firms are both capital and
labour intensive firms.
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They need large amount of fixed capital and a simultaneous
proportion of huge amount of working capital also needed to
stabilize the production activities.

A. The components of working capital

The current assets and current liabilities are
attributes of working capital.

Current assets are those resources with which a firm can
generate revenue with in the financial year and current
liabilities are those obligations, a firm needs to pay to
outside parties with in the financial year. Generally little
excessive current assets over current liabilities are preferable
to every firm. But for those firms which are unable to find
footprints of previous performances to follow, need to have
“futuristic working capital’.

B. Introduction about specific bioenergy generating
firms

Out of totally 40 bioenergy generating firms four firms are
taken in to consideration for the purpose of evaluation of
similar nature and spread over different geographical
locations. They are Rithwik Power Projects Limited (6
MW), Jyoti Bio Energy Limited (4.5 MW), Satya Maharshi
Power Corporation Limited (6 MW) and The Goowthami
Solvent Oils Private Limited (2.75 MW). Except Rithwik
Power Projects Limited rest of the other firms are located in
Andhra Pradesh. Sample is selected on the basis of their
operational regularity and basis on concentration of firms.
Objective of the study:

To study about the extent of impact of changes in working
capital on financial health of specific bioenergy generating
firms of Andhra Pradesh and Telangana States from 2008-
09 to 2015-16.

Period of the study: 2008-09 to 2015-16 (Eight years)
Statistical Tools: Mean, Standard deviation, Coefficient of
variation

internal

11. Review of the literature
G.T. Stevens JR. has stated that by advanced automated

systems and dynamic systems of production methodologies
it is possible to the firms to reduce the working capital to
tremendous levels. So that firms can utilize the reduced
working capital into other means for betterment in
operational efficiency. !

Greg Filbeck and Thomas M. Krueger have stated that
firms struggling with paucity of funds needs to minimise the
current assets to the appropriate level so as to release the
fund and to make the long-term capital.[?
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Marc Deloof stated that the way a firm has managed their
working capital has greater impact on the profitability of the
firm. He has stated that large level of inventory and a
generous credit policy with sales leads to reduction in the
risk of stock-out situation and flexibility to the customers to
pay after utilization of the product. [*!
R.C.Kumar and A.Tayyab have found that in a developing
country like India there is a positive correlation between
I11. Analysis & interpretation
Table 1:

timely supply of money (most liquid asset) and production
function. ¥

Sonia Ban os-Caballero, Pedro J. Garcia-Teruel, and
Pedro Martinez-Solano have stated that the older and
stabilized firms have uniform policies of working capital
management whereas firms having huge opportunities and
firms with high leverage capabilities need to have
aggressive working capital policies. !

Details of Current assets & Current liabilities of specific biomass power plants of AP & TS during

2008-09 to 2015-16 (in lakhs)

2008-09 2009- 2010- 2011- 2012- 2013- 2014- 2015- Mean Std oV
10 11 12 13 14 15 16 Dev
Rithwik Power
Projects Limited
Total current assets 1762 1833.4 1912.85 1890.41 1498.66 1032.27 1343.62 1627.06 1612.53 307.23 19.05
Total current liabilities 97.84 99.61 118.80 750.35 898.85 1076.40 1375.05 1441.78 732.34 565.96 77.28
Total working capital 1664.2 1733.8 1794.05 1140.06 599.81 -44.13 -31.43 185.28 880.20 801.15 91.02
Net Increase/decrease 0.00 69.63 60.26 -653.99 -540.25 -643.94 75.76 153.85
Jyoti Bio Energy
Limited
Tota| current assets 2335.3 1720 2865.62 2645.43 2752.55 3306.14 3308.77 3365.78 2787.44 566.54 20.32
Total current liabilities 76.75 90.81 129.59 141.61 149.44 250.09 158.80 457.89 181.87 123.13 67.70
Total working capital 2258.6 1629.2 2736.03 2503.82 2603.11 3056.05 3149.97 2907.89 2605.57 491.63 18.87
Net |nCI’eaS€/decr‘ease 0.00 -629.4 1106.87 -232.21 99.29 452.94 93.92 -242.08
Satya Maharshi Power
Corporation Limited
Total current assets 17305 998.31 1471.44 1569.27 1199.52 1113.87 113458 1473.96 1335.18 257.85 19.31
Total current liabilities 176.62 138.82 217.55 912,52 1024.79 1005.35 954.46 912.47 667.82 408.33 61.14
Total working capital 1553.8 859.49 1253.89 646.75 174.73 108.52 180.12 561.49 667.35 530.61 79.51
Net Increase/decrease 0.00 -694.4 394.40 -607.14 -472.02 -66.21 71.60 381.37
The Gowthami Solvent
Qils PVT LTD
Total current assets 3274.71 4279.26 7452.77 4933.89 6649.59 6764.19 6839.97 5104.22 5662.33 1475.37 26.06
Total current liabilities 533.20 630.21 6709.66 7034.04 7501.56 8332.80 7852.90 5167.51 5470.24 3159.37 57.76
Total working capital 274151 3649.05 | 74311 | -210015 | -851.97 | -1568.61 | -1012.93 | -63.29 19200 | 200036 | 10726
Net Increase/decrease 0.00 907.54 290594 | -2843.26 | 1248.18 -716.64 555.68 949.64

©ISource: Compiled and calculated from the annual accounts of above mentioned firms & mca.gov.in for the above years

From the Table 1, it is vivid that in Rithwik Power Projects
Limited the net working capital has found at Rs.1664.20
lakhs and gradually increased to Rs.1734.05 lakhs in the
year 2010-11. From 2011-12 to 2013-14 and found at Rs.-
44.13 lakhs. Then in the year 2015-16 slight improvement
has found reached to Rs.185.28 lakhs. In Jyoti Bio Energy
Limited the net working capital has found at Rs.2258.60
lakhs in the year 2008-09. Up to the end of the study period
the net working capital has moved in upward and downward
directions and finally in the year 2015-16 it has reached to
Rs.3365.78 lakhs. In Satya Maharshi Power Corporation
Limited the net working capital has found in the year 2008-
09 at Rs.1553.80 lakhs and by upward and downward
movements finally in the year 2015-16 it has reached to
Rs.561.43 lakhs. In The Gowthami Solvent Oils Limited the
net working capital has found in the year 2008-09 at
Rs.2741.51 lakhs. By upward and downward movements it
has reached to Rs.-63.29 lakhs in the year 2015-16.

From the comparison of standard deviation, TGSOPL
has higher standard deviation (1475.37) than other firms in
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case of current assets. In case of current liabilities also
TGSOPL has higher standard deviation (3159.37). In case of
total working capital also TGSOPL has higher standard
deviation (2060.36). The lower standard deviation (257.85)
is found with SMPCL in case of current assets. In case of
current liabilities the lower standard deviation (123.13) has
found with JBEL. From the consideration of total working
capital the lower (491.63) standard deviation has found with
JBEL.

From the comparison of coefficient of variation,
TGSOPL has higher coefficient of variation (26.06%) than
other firms in case of current assets. In case of current
liabilities also RPPL has higher coefficient of variation
(77.28). In case of total working capital also TGSOPL has
higher coefficient of variation (1072.60). The lower
coefficient of variation (19.05) is found with RPPL in case
of current assets. In case of current liabilities the lower
coefficient of variation (57.76) has found with TGSOPL.
From the consideration of total working capital the lower
(18.87) coefficient of variation has found with JBEL.
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A. Comparison of different ratios for analysing the financial position (working capital) Current ratio

Table 2: Comparison of Current Ratio of specific bio power generation firms of AP
& TS for the period of 2008-09 to 2015-16 (in time)

Firm/ Year RPPL JBEL SMPCL TGSOPL
2008-09 18.01 30.43 9.80 6.14
2009-10 18.40 18.94 7.19 6.79
2010-11 16.10 22.11 6.76 1.11
2011-12 2.52 18.68 1.71 0.70
2012-13 1.67 18.42 1.17 0.89
2013-14 0.96 13.22 111 0.81
2014-15 0.98 20.84 1.19 0.87
2015-16 1.13 7.35 1.61 0.99

Mean 7.47 18.75 3.82 2.29
STND.DEV 8.35 6.68 3.51 2.59
CVv 111.74 35.65 92.02 113.10

BlSource : Extracted and calculated from annual reports of above mentioned biomass power plants &

mca.gov.in

From Table 2 it is vivid that in RPPL from 2008-09 to 2010-11
the current ratio was too high than ideal ratio (2:1). From the
time period 2011-12 to 2015-16, the ratio had been down
falling continuously and reached to 1.13. In the firm JBEL
current ratio is too excessive for entire time period of analysis.
Similar to RPPL, in SMPCL the current ratio is found at too
Quick ratio

excessive in the years 2008-09 to 2010-11. Then this ratio has
been found at below standard ratio for entire study period. In
TGSOPL the current ratio has found at marginally excessive in
2008-09 and 2009-10. Form 2010-11 to 2015-16 this ratio has
found at below ideal ratio.

Table 3: Comparison of Quick ratio of specific bio power generation firms of AP & TS for the period of 2008-09 to
2015-16 (in time)

Firm/ Year RPPL JBEL SMPCL TGSOPL
2008-09 16.26 26.03 8.19 3.37
2009-10 16.79 23.38 6.76 2.43
2010-11 13.43 18.32 6.19 0.59
2011-12 2.11 15.28 1.59 0.35
2012-13 1.40 16.67 1.05 0.46
2013-14 0.77 12.97 0.98 0.37
2014-15 0.87 20.03 1.04 0.47
2015-16 0.81 6.66 111 0.52

Mean 6.56 17.42 3.36 1.07
STND.DEV 7.48 6.07 3.10 1.16
Cv 114.06 34.86 92.30 108.38

ISource : Extracted and Calculated from annual reports of selected biomass power plants for the above years & mca.gov.in

From Table 3 it is clear that in RPPL from 2008-09 to 2012-13
the quick ratio was too high than ideal ratio (1:1). From the
year 2013-14 to 2015-16 this ratio has found at below par level.
In JBEL this ratio was found at too high level than standard
ratio for entire period of the study. In SMPCL this quick ratio
was found at higher than the ideal ratio from the period 2008-
Current assets to total assets ratio

09 to 2011-12. Then from the year 2012-13 to 2015-16 this
ratio was found at approximately nearer to the ideal ratio. In
TGSOPL the quick ratio has found at higher than ideal ratio
from the study period 2008-09 to 2009-10. From 2010-11 to
2015-16 this ratio was found at below the standard ratio.

Table 4: Ratio of Current assets to Total assets in specific bio energy generating firms during the period of
2008-09 to 2015-16 (in percentage)

Year CAto TA in RPPL CAto TA inJBEL CAto TA in SMPCL CAto TA in TGSOPL
2008-09 49.68 85.88 51.07 33.95
2009-10 52.47 83.27 40.14 38.90
2010-11 55.68 90.30 44.45 53.56
2011-12 56.55 87.66 47.78 31.35
2012-13 51.86 81.86 47.18 39.14
2013-14 43.44 84.53 50.13 40.92
2014-15 52.89 84.37 55.87 42.43
2015-16 51.19 77.51 59.31 32.60

Mean 51.72 84.42 49.49 39.11

STND.DEV 4.03 3.83 6.11 7.09

CcVv 7.80 4,54 12.34 18.14

ISource : Extracted and calculated from annual reports of selected biomass power plants for the above years & mc:
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From the Table 4, it has found that the proportion of the
current assets to total assets ratios in RPPL for entire period
of analysis from 2008-09 to 2015-16 are good as the current
assets occupied approximately nearby 50% of entire
investment in total assets. In the firm JBEL the current
assets to total assets ratio was higher than other firms and

found at an aggregate of 84.42% of investment in total
assets. In the firm SMPCL the aggregate quick ratio has
found at approximately nearby 50% throughout the study
period. In TGSOPL the current assets to total assets ratio
was lower than other firms since the firm invested more than
60% of aggregate in total assets.

Total income to working capital ratio

Table 5: Ratio of total income to working capital in specific bioenergy
generating firms during the period of 2008-09 to 2015-16 (in time)

Total Income Total Income Total Income Total Income
Year toWCin toWCin toWCin toWCin
RPPL JBEL SMPCL TGSOPL
2008-09 1.67 111 2.64 0.19
2009-10 1.09 0.74 145 0.28
2010-11 1.28 1.92 2.69 0.05
2011-12 0.75 2.24 0.38 -0.12
2012-13 0.40 1.65 0.15 -0.04
2013-14 -0.02 1.38 0.09 -0.07
2014-15 0.01 2.58 0.08 -0.05
2015-16 -0.06 1.42 0.19 0.00
Mean 0.64 1.63 0.96 0.03
STND.DEV 0.66 0.60 1.14 0.14
cv 103.40 36.87 119.39 459.81

ISource : Extracted and calculated from annual reports of selected biomass power plants for

the above years & mca.gov.in

From the Table 5, it has found that the firm RPPL has
considerably good income to working capital ratio from
2008-09 to 2010-11. From the year 2011-12 to 2015-16 the
ratio has fallen down and found at -0.06 in the year 2015-16.
The firm JBEL has better income to working capital ratio
than other firms of consideration throughout the study
period and fond at an aggregate of 1.63. The next better ratio
has found with SMPCL with an aggregate of 0.96 for entire
study period. The total income to working capital ratio has
found at least in case of TGSOPL and found at 0.03
aggregate of entire study period.

IV. Findings

The reasons for downfall in net working capital of
Rithwik Power Projects Limited are - continuous decrease in
cash balances and increase in short-term borrowings. The
reasons for upward movement in net working capital of
Jyoti Bio Energy Limited are - continuous increase in cash
balances and increase in short-term loans & advances. . The
reasons for downward movement in net working capital of
Satya Maharshi Power Corporation Limited are - continuous
decrease in inventories, cash balances, loans & advances
and increase in short-term borrowings, trade payables and
other current liabilities. The reasons for downward
movement in net working capital of The Gowthami Solvent
Oils Private Limited are - continuous increase in trade
payables, short-term borrowings and other current liabilities.

The reasons for downward trend in current ratio are -
increase in short-term borrowings and decrease in cash
balances for the respective firms (RPPL, SMPCL &
TGSOPL). The reason for too excessive current ratio in
JBEL is that the firm has maintained excessive cash and
bank balances in their hands. The reason for downfall in
quick ratio is due to the management of excessive stock in
the form of raw material. The firm SMPCL has maintained
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nearby 40% of current assets to total assets in the years
2009-10 and 2010-11. Then gradually has increased the ratio
by expanding their investment in current assets. The firm
JBEL has maintained better total income to working capital
ratio than other firms. The next better conditioned firm with
respect to this ratio is SMPCL.
V. Suggestions

The results have shown that the firms RPPL SMPCL and
TGSOPL have to increase their current assets by improving
their operational efficiency and must needs to decrease their
external debt to reduce their current liabilities in the form of
interest payments. These firms need to increase their
investment in trade receivables, other marketable short-term
securities and have to maintain an appropriate level of stock
of raw materials for their liquidity management. The firm
RPPL needs to increase their investment in current assets to
maintain little excess current assets to total assets ratio so as
to meet contingencies with respect to liquidity in future. The
firm JBEL needs to decrease their investment in current
assets so as to control sick funds to minimise the cost of
capital. The firms RPPL and TGSOPL need to improve their
operational efficiency to improve their total income to
working capital ratio. This ratio is considerably good in
JBEL than other selected firms of evaluation. This ratio can
be improved by either improving the operational efficiency
or by reducing the working capital. But reducing the
working capital is the only option reserved to JBEL. Hence
the rest of the firms have to improve their organizational
performance to bring back them on track.

Published By:
Blue Eyes Intelligence Engineering
& Sciences Publication (BEIESP)

Exploring Innovation


http://www.ijeat.org/

OPEN 8ACCESS

Abbreviations: RPPL- Rithwik Power Projects Limited,
JBEL — Jyoti Bio Energy Limited, SMPCL - Satya
Maharshi Power Corporation Limited, TGSOPL — The
Gowthami Solvent Oils Private Limited, AP — Andhra
Pradesh, TS — Telangana State, STND DEV - Standard
deviation, CV — Coefficient of variation, WC — Working
capital
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