Vivek Research e-journal Vol-II1, No.2, January, 2020 ISSN :2581-8848

FINANCIAL MANAGEMENT OF SUGAR FACTORIES:
A COMPARATIVE STUDY OF CO-OPERATIVE AND
PRIVATE SUGAR FACTORIES WITH SPECIAL
REFERENCE TO BELGAUM DISTRICT
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Abstract :

Financial performance analysis is nothing but the process of identifying
the financial strengths and weaknesses of the firm by properly establishing
the relationship between the items of balance sheet and profit and loss account.
It also helps in short-term and long-term forecasting and growth can be
identified with the help of financial performance analysis. The dictionary
meaning of ‘analysis’ is to resolve or separate a thing into its element or
component parts for tracing their relation to the things. The analysis of
financial statement is a process of evaluating the relationship between the
component parts of financial statement to obtain a better understanding of
the firm’s position and performance. This analysis can be done by management
of the firm or by parties outside, namely owners, creditors, and investors.
Key Performance Indicators (KPIs)are -1. Revenue, 2. PAT, 3. EBITDA, 4.
Interest, 5. Debt outstanding, 6. Production and 7. Return on capital employed.

Keywords: Financial management, Operational Performance, Co-Operative and
Private Sugar Factories,

Introduction:

The process of identifying the financial strengths and weaknesses of the firm by
properly establishing the relationship between the items of balance sheet and profit and
loss account is called as financial performance analysis. It also helps in short-term and
long-term forecasting. With the help of financial performance analysis growth can be
identified.

KEY PERFORMANCE INDICATORS (KPIs) OF FINANCIAL
PERFORMANCE:

KeyPerformance Indicators (KPIs)are - 1. Revenue, 2. PAT, 3. EBITDA, 4.
Interest, 5. Debt outstanding, 6. Production and 7. Income on capital employed.
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Table 1- Total Income (Rs. In Lakhs)

200504 200607 2007-08 - 2008-019 2009-10 2010-11 2011-12

Renuka 91386 75990 181896 282131 580927 | 86709 1131
Ugar Sugar 4819713 | 3056986 | 3815774 | 4312656 | 5665145 | 1363518 1443440
Hiramyvakshi 91386 677.73 263.28 321.75 146.99 861060 6.111.75
Doodh Ganga 14621.79 | 15373962 4288.10 | 2903007 | 353897.51 22782 626.74

2012-13 201314 2014-15 2015-16 2016-17 AAG

Renuka 130.00 4731 464,20 931.583 167 .63

Ugar Sugar 1714487 | 1796966 | 19117.79 | 1924916 | 1593976 =2.18

Hiramvalkshi 1508326 | 1328379 480490 | 1157335 2210.59 322,02

Dioodh Ganga -2215] 58098 | -1607.44 -435] | -32525% Ta5.94

(Source: Annual Reports of the SRS Lid,, USW Lid., SHSSK Lid. And SDEKSSK Lid. from F.Y.
2005-06 to 2016-17)

Graph 1 Total Income
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The Table 1 and Graph 1 show the total income earned by the sugar factories
of interest located in Karnataka State. Ugar Sugars stood at first place in terms of total
income throughout the years. The total income in 2005-06 wasRs. 48197.13 lakhs
which increased to Rs. 15939.76 lakhs in 2016-17 with an AAG of -2.18 percent. A
drastic increase is observed in Renuka Sugars’ total income from Rs. 913.86 lakhs in
2005-06 to Rs.5809.27 lakhs in 2009-10 but has a decline to Rs. 931.83lakhs with
an AAG of 522.02percent. Hiranyakeshi has faced a decline in its total income till
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2009-10 but had proved and settled at Rs. 2210.59 lakh and witnessed an AAG of
522.02 percent. However, Doodh Ganga’s total income growth at 735.94percent on
an average per annum.

Table 2 Sales Turnover(Rs. In Lakhs)

H0S-06 2006-07 200708 I006-0% 2009-10 0n0-11 011-12

Renuka 890,30 827 58 180534 232064 5634.06 5597901 63632.30
Ugar Sugar | 49400.10 2334117 5016958 50364.01 5101320 b EER 6630929
Hiranyakshi 890.30 T O 15655 32835 152.33 2801258 3345703

Doodh Ganga 12391 66 15043 935 392644 | 2582284 3091320 3017929 | 3TIBG.5Z

213 2013-14 Hi14-1% 015-16 201617 AAG

Renuka - 6410430 | G5TTLAZ | 10134084 | 9916577 124.50

LUgar Sugar §9476.0% B3 19080 B46T1.25 | 10386208 | T5321.56 1058
Hiranyakshi 2027184 ZB175.74 1926027 20753.23 1264120 165304
Doodh Ganga | 2751902 | 3352336 | 3568600 | 3353159 | 4824599 EE N

(Source: Annual Reports of the SRS Ltd., USW Ltd., SHSSK Ltd. And SDKSSK Ltd.
Srom F.Y. 2005-06 to 2016-17)

Graph 2 Sales Turnover
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As per Table 2 and Graph 2 Sales turnover is the total amount of income
generated by a business during the study period. The above table and graph give a
comparative picture of sales turnover of sugar factories of interest. During 2005-06 to
2010-11, the sales turnover of Ugar Sugars and Doodh Ganga are on the higher side
than that of Renuka and Hiranyakeshi. During 2010-11 to 2014-15 the sales turnover
of Renuka is above Hiranyakeshi and Doodh Ganga. Thus, Ugar Sugars and Renuka
are efficient income generation. The average annual growth (AAG) in sales turnover
of Hiranyakeshi is 1653.04 percent which stands in the first position followed by
Renuka with 124.50 percent. Ugar Sugars’ AAG in sales changes is 10.58percent, and
DoodhGanga’s is34.15 percent.

Table 3 Total Expenses (Rs. In Lakhs)

I 2005-06 20607 20T -08 2008-0% 20 e-10 I010-11 211-12
. Remulka B0l BE 632 36 158472 243978 SOTR.TH 53155587 0 K02 40
I-I ‘A Sugar .-:-1 F:;; rT-l.!_ _llﬁt‘i-.:'g-ﬂ; i3l I'I-I_I I'I'_ . _;:;t;q’u'; :.‘_““-F .1-6-14 71 "i.lrﬁ: l.‘i\-‘l_. . :"9.='I i-l-_-l-‘
I Hiranyakshi 503 B GO0% .31 12924 304,98 131.06 36.407.24 39.3%9.22
I Droodh Craingn 14648 61 184037 14692 45 25TE7.31 3210024 31051 3665021
0213 Jo1%14 2014-15 15186 2006-17 AAG

Renuln GATASEE TORTe A2 119934 48 118126.57 13431

Ugar Sugar 104BT75.91 10413633 1041 14.09 12198296 BERIA R L

Hivanyvalshi I598E 54 41 194 8BS 12953 06 ADBOR.ST 332564 I507 32
I Doodh Gangs | ZTES2.TI 36348 54 17632 60 36404 62 1257 4 e T
|

(Sowrce: Annnal Reports of the SRS Lid.. USW Lid., SHSSK Lid, And SDKSSK Lid
from F Y. 2005-06 to 2006-17)

Graph 3 Total Expenses
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As per Table 3 and Graph 3, Total Expenses is the value of all expenditures
incurred by the organization during the study period. The above table and graph,
observed that Ugar Sugars and Renuka faced high amount more expenditure when
compared to the other two. But Hirnyakeshi is able to manage their expenses during
the study period. UgarSugars’ total expenses are having low AAG of 9.35 percent.
Renuka Sugars’ total expenses were grown at 134.3 1percent in an average and that
of Doodh Ganga is 27.64 percent. However, Hiranykeshi’s AAG was higher at
2507.32percent.

Table 4 Interest Paid (Rs. In Lakhs)

2506 2006-07 1007-08 2005-09 1009-10 2010-11 011-12
Renuka 26,58 24.64 8406 101 .44 9223 E24.00 3696.00 |
-l'pur sugar 1405 41 . 9T 36 [ 231044 1852 60 i 2370.53 ] 266600 - 296500 I
Hiranyvalkshi 26,58 1536 11.33 12.1% B28 156442 193722 |
Doodh Ganga 137544 198696 1872717 129791 230.54 1823.41 1985.84 |
20012-13 2001314 201415 201516 2016=-17 AAG
-Reuuluu AGT0.00 3182.00 . 336200 92122.00 - -- 15536
Ugar Sugar 288200 31332.00 . 1481 .00 2873.00 303900 19.11
;Irnn_\lkahi 1469 61 259296 . 272545 285557 359129 2037.82
Doadh Ganga 2387.18 2225.78 2023.72 3641 .66 L498.00 G56T

(Sawrce: Annunal Reports of the SRS Led,, USW Lid., SHSSK Lrd. And SDESSK Lid.
Jrom F. Y. 2003-06 to 2016-17)

Graph 4 Interest Paid
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As per Table 4 and Graph 4, in case the factory has taken loan, then on
predefined frequency it is necessary to pay the interest for the loan. This is what is
called as interest paid. From the analysis, it is observed that Ugar Sugars and Doodh
Ganga falls on higher side of interest paid on loans from 2005-06 to 2009-10. During
2011-12 to 2014-15 Renuka and Ugar are interest payers. A steep increase is
observed in interest paid by the Renuka sugars. Ugar Sugars paid an interest of Rs.
1405.41 lakhs in 2005-06,

Rs. 2370.53 lakhs in 2009-10 and Rs.3039.00 lakhs in 2016-17with an AAG
of 19.11 percent. However, the AAG of Renuka Sugars was 155.36 percent.
Hiranyakeshi’s AAG in interest paid is found to be very high at 2037.82 percent.

Tahble 5 Total Idebt ( Rs. In Lakhs)

20RO 2006-0T 20T -0kS 2OWNE- 0% JANS- 10 2010-11 011-12
Renukn 171.13 647 Q87T 14 1290 52 ITIS &S 17155 A32R0.66
Ugnr Sugar 2017401 I. 2734875 3121705 ZE410.6 1485199 I9ES8. 37 29288 25
Hiran }'HH'L-I-II 121 :5_." l-; I-:_f‘- 13 |-|_:_|:~'l- ::_ _'IE;;_:I"- - 1 Ff:;':fl iZ1l 1."_-?"" ."i:ﬁ:j_i"-;'ﬁ_
Doodl Cranga 13260.77 25695 36 23707.74 J64E] 09 432814 2411424 24318084
012-13 01314 201413 01516 2016-17 AAL
Renukn 4492873 ZI3X1.01 33ATEU.BE GE155.7S - 13494
Ugar Sugan 380057 | 2512421 20361 .40 2796 81 3T42.16 T4S
Hirmnynkshi 3742508 3131492 4238341 FEEI0 29 143 68 14.1%9
Doodh Crangn 2043047 24792 50 I6604. TS 4953270 SO6E] .94 1637

(Sanree: Anmal Reports of the SRS Lid., USW Lid, SHESE Led, dnd SDISESE Lid. from F. Y. 200506 fo 2006 1 7)

Graph 5 Total Debt
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As per Table 5 and Graph 5 total debt is an indicator of the factory’s
dependency on the outside funds to perform their operations. In 2005-06, Renuka
Sugars’ total debt was Rs. 371.13 lakhs, which is low as compared to others. But it
has grown with an AAG of 134.94 percent. The total debt of Ugar Sugars in 2005-
06, was Rs. 20174.01 lakhs and is increased to Rs. 35452.68 lakhs in2016-17 with
an AAG of 7.45percent and is found to be efficient. Hiranyakeshi is having AAG of
14.19percent.

Table 6 : Net Profit (Rs. In Lakhs)

0E-D6 2WG-07 200708 2008-09 2009-10 2000-11 011-12

| Renuka 5358 5443 9179 143.51 L1005 3218923 284121

Ugar Sugar 58424 17654 127982 263181 =2506.24 401.57 170,24
| Hirmmvakeshi 5558 40.73 12.27 181 237 216.23 209.56 .
; Doodh Ganga =2176.08 BI6442 | -12854.09 137563 3017 .65 227.52 6G26.74
. 2012-13 2013-14 2004-15 2015-16 2016-17 AAG
" Renuka 51842 = 466089 ( - IBI2E.T4 | - IRO2EST7 20459
| Ugar Sugar 1745.01 - 2975 8T - 3250% 112828 242749 -1.17
;_B_J.uugmlr.nhi - 63345 - 26468 111Z.11 151801 | - BSTLES T15.3%
? Dooadh Ganga =12331 - G098 = 1607 44 =-43.5] | - 325288 621,82

(Sowrce; Anmwal Reports of the SRS Lad., USW Lid., SHESK Lid, And SDASSK Lid. from F. Y. 2005-06 fo 2016-47)
Graph 6 Net Profit

Ay Tithe

1000000 [

S000.00 |

0,00

SO00.00 |

1000000

-15000.0)

-20000.00 1

Net Profit

— Renuka
— LIgar Sugar
e Hiramryakeshi

L= ] (ians.}

46




Vivek Research e-journal Vol-II1, No.2, January, 2020 ISSN:2581-8848

As per Table 6 and Graph 6, Net profit, also referred to as the bottom line net
income, or net earnings, is a measure of the profitability of a factory after accounting

for all costs.

In 2005-06, the net profit is positive except Doodh Ganga which faced a net
loss of Rs. -2176.08 lakhs. In 2006-07, net profit of Doodh Ganga was high at Rs.
8264.42 lakhs and that of Hiranyakeshi was low at 40.73 lakhs. Likewise, in 2007-

08 Doodh Ganga and in 2009-10 Ugar Sugars faced a net loss.

Loss of AAG, HiranyakeshiSugars stood at first place with 725.39 percent and
Doodh Ganga Sugars at second place with 621.82 percent. Ugar sugars recorded

negative AAG of -2.17 percent

Tahble 7
Loans and Advances (Rs. In Lakhs)

JHE-06 ona-07 200708 00809 200 S- 10 o1o-11 oni-12
Renuka Eog, 30 BE2T58 1805 34 232064 56534 .06 4394 48 GBS (0
Ugar Sugar 49400, 10 2334117 S0169.88 | S50364.01 5701320 125582 1494 48
Hirmuyakshi ES0.30 T00.00 25555 328358 15233 142 56 39062
Docdh Ganga 12391 .66 15043.95 592644 2582284 3091320 63,02 1013328

201213 1§ 2013-14 W14-15 01516 2016-1T7 . AAG
Renuka 646504 880902 X9BE9E 1417347 0.00 44 84
Ugar Sugar 141424 156582 147397 1903 39 136343 =025
Hiranyakshi 3T6.81 G7T.EY 362,71 2B0.58 29347 367
Dadly Ganga 9TE 04 153761 1710.10 2612.60 206620 591

fSowerce: Armincs! R-I'"IMJ':I'.T of the SRS Lad., USW Lid., SHSSE Lid, A SDESSK Lid. .I':am F.Y. 200508 jo 2010-17)

Graph 7 Loans and Advances
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As per Table 7 and Graph 7, Ugar Sugars stood at first place in terms of loans
and advances given during 2005-06 to 2009-10. Thereafter, Renuka sugars stood at
first place till 2015-16. Renuka Sugars occupies first place in terms of growth in loans
and advances with an AAG of 82.90 percent. Hiranyakeshi occupies second position
with an AAG of 44.84 percent, followed by Doodh Ganga with 35.91 percent.

Table 8 Inventory

200506 2006-07 007-08 1008-09 2009-10 2010-11 011-12

Rennika 112.18 100.17 1869 1002.24 113596 | 11359.50 | 17.191 61

Ugar Sugar 122154 62067 | 1931145 | 1917139 | 3202225 | 41 947 B8 | 40204 56

Hiraiyakshi 1095017 | 1007201 | 1283494 | 1212773 | 1531284 | 1514402 | 1954427

Doodh Ganga | 1121625 | 1242475 | 1039838 1228804 | 166608 | 1833570 | 17.080.61

012-13 01314 014-15 2015-16 2016-17 AAG

Reunika 1719161 | 11.35%9.50 | 17,191,601 | 2058538

1514

Ugar Sugar 3486043 | 4236976 | 42.342.71 | 3600E84 | 4220877 1669
Hiranyakshi 2370724 | 1920482 | 1964880 | 2254436 | 12,765.30 37
Doodh Gangn | 2399948 | 2363764 | 2766969 | 3918334 | 3385894 12.32

{Soweree: Amnal Reporty of the SRS Lid, USW Lid,, SHESK Lid, And SDESEK Lid, from F. Y. 2005-06 o 2006-17)

Graph 8 Inventory
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As per Table 8 and Graph 8, an increase in inventory indicates
that a factory has purchased more goods than it has sold. Increasing
inventory requires a cash outflow. Cash outflows have a negative
effect on the factory’s cash balance. Ugar Sugars stood at first place
in Inventory during 2005-06 to 2016-17 except in 2015-16. Thereafter,
Renuka sugars stood at second place till 2016-17 except in 2015-16.
Renuka Sugars occupies first place in growth in inventory with an AAG
of 151.64 percent. Ugar occupied second position with an AAG of
16.69 percent, followed by Doodh Ganga with 12.32 percent. All the
sugar factories have witnessed an increasingtedency in the Inventory.

OPERATIONAL PERFORMANCE OF SELECTED SUGAR FACTORIES

(1) SHREE HIRANEYKESHI S.5.K.N., SANKESHWAR
Operational Performance from 2005-06 to 2016-17

I Sr. Season | Duration | Total Crushing Met Sugar Bag Sugar Cap. Urilization
No (Year) of the In Metrie In Quintals Recovery (%4)
Season Tonnes L
(U mits)
: 200506 | Old-153 | 882356 1045900 11.86 94.61
MNew =174
| 2 200607 | OM-242 11.48753 1218160 1050 9437
MNew- 223
Ej 200608 | OM-197 | B44608 Q68230 1146 94.58
MNew- 163
v | 2008-09 I Old — 105 . 167382 192050 10.53 | 245 1
MNew-80 |
s | 200040 |oM-119 758709 793200 10,44 0477
Mew= 144 |
& 2010-11 Old=-155% g33533 FTTI60 10,59 94.72
Mew- |75
7 | 2011412 |OM-114| 770596 839700 109 | .
Mew=1332
! | d
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B 2013-13 Od-120 T424IS TSA1D0 1096 94.21
New-130

9 2003-14 Old- 128 TRO9TH B.60,040 11.01 94.57
New-137

10 2014-15 New-138 830756 893000 10.76 94,53

11 201516 MNew=111 671726 TE300 1137 94,69

17 2016-17 275177 2R9900 9.78 94.81

(Source: Anmual Reports of the SRS Lid., USW Lud., SHSSK Ltd. And SDKSSK Led. from E.Y. 2005-06 to 2016-17)
(2) THE UGAR SUGAR WORKS LTD., UGAR-KHURD
Operational Performance from 2005-06 to 2016-17

Sr. Senson | Duration | Total Crushing Nt Sugar Bag Sugar Cap.
Nao (Year) of the T Metrle tonnes I Qruinitals Recovery U viliza tion
S s ] (*3)
(Unitx)
1 200506 187 15.53.959.057 1786413 11.50 8307
2 ZO0-0T 187 1630901 0258 1828294 20 1121 B7 22
i 200708 193 15366740656 179531120 11.47 El10
4 2008-09 143 11.31233.57 12.39603 00 10,96 TR.09
5 200910 160 1427046162 1646, 700, T0 11.54 B8
& olo=11 177 1559316082 18,00 433 20 11.26 D34
7 2001-12 132 13.22.909.706 15.68203 30 11 86 10024
B 2012-13 131 1138.781.744 1199 602 00 10.53 B6.96
9 2013-14 127 13200,081.37% 15.21.677.70 11.583 10392
10 2014-15 144 15.76,354 616 18,330,251 40 11.61 105 .48
I Z015=-16 12% 15.80711.705 17 6035890 11.17 122.50
12 2016-17 B2 BIDGTT.O5E BREEIE.50 10.53 10375

{Sowroe: Ammeal Repords of the SRS Lad., USW Lid., SHSSK Lid. And SDESSK Lid. from F.Y. 2005-06 fo 2006-17)

(3) SHREE DOODHGANGA KRISHNA S S KN, CHIKODI
Operational Performance from 2005-06 to 2016-17

5r. Season Duration | Total Crushing Net Sugar Bag Sugar Cap.

Mo (Year) of the In Mwtric fonnes In Quintals Recovery [ TFET
Season T (%o}
(Umiis)

1 2002-06. 148 6,50 884,772 806659 11.8% B1.TE

2 2006-07 17 934,230 609 10.74495 11.50 2502

3 200708 167 TAS.050.848 9.10,532 11.60 B5 64

4 200809 109 602920171 672574 11.16 100 54
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4 20010 160 E38.511.452 089 387 11.80 ]
[ 2010=11 186 932.804.765 11.19.097 | 12.00 9147
o 2001-12 153 TES 124254 Q3051304 11.90 9345
(8 | 2012213 | 129 706759419 82661052 1170 100,45
9 20013-14 124 £ 36,695 088 10,27 99000 12.2% 12358
10 2014-1% 141 10.07. 779206 12,14,040.00 12.0% 131.01
| 11 201516 128 10,10, 180,022 11.87 ':'~="-. 11.7¢ 14500
12 2016-17 81 TOLLETE 932 E14010.00 l 11,80 11 36

[T e

Ammal Reports of the SRS Led.. USW Lid .. SHESK Led, And SDESSK Lid, from F.Y. 2005-06 o 2016-17)

The Operational Performance of the selected sugar factoriesis giveninthe above tables.
CONCLUSIONS:

The analysis of financial statement is a comparison made between private and

cooperative sugar factories to obtain betterunderstanding of the sugar factories’ position
and performance. This analysis can be done by management of the firm or by parties
outside, namely owners, creditors, and investors. Italso helps in short-term and long-
term forecasting and growth can be identified with the help of financial performance
analysis
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