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Abstract

This abstract provides an in-depth evaluation of the working capital management strategies executed by
BuyoFuel Pvt. Ltd. The research scrutinizes the effectiveness of these strategies in enhancing the company's
liquidity and operational efficacy. By conducting a thorough examination of financial metrics and industry
benchmarks, this study critically assesses the merits and demerits of BuyoFuel's prevailing working capital
management methodologies. The insights derived from this analysis are intended to furnish actionable
recommendations aimed at bolstering the company's financial prowess and competitive edge.

Introduction

Within this project, my exploration delves deep into the ramifications of working capital management on the
financial performance of BuyoFuel Ltd. within the energy sector. Our focal point is to uncover the intricate
interplay between resource allocation efficiency and both short-term stability and long-term sustainability,
particularly within the intricate landscape of market complexities. By methodically dissecting key components
such as accounts receivable, inventory, and accounts payable, our scrutiny aims to discern their collective
influence on both liquidity and profitability metrics. Our analytical lens meticulously examines BuyoFuel’s
nuanced strategies deployed to optimize working capital amidst the dynamic flux of market conditions and
regulatory constraints. Our overarching objective is to furnish stakeholders with a comprehensive suite of
insights and actionable recommendations, tailored to fortify the company's financial resilience within today's
fiercely competitive terrain.

Objectives

1. Develop a comprehensive understanding of the fundamental principles underpinning working capital
management, encompassing their pivotal role in upholding operational functionalities and fostering financial
stability.

2. Engage in a detailed examination of the multifaceted components comprising working capital management,
including but not limited to accounts receivable, inventory, and accounts payable. Through this scrutiny, discern
the nuanced roles played by these elements in the intricate dance of optimizing both liquidity and profitability
metrics.
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3. Undertake a rigorous assessment of the effectiveness of BuyoFuel Pvt. Ltd.'s strategies in managing working
capital by leveraging intra-firm ratio analysis techniques. This endeavor is aimed at illuminating the inherent
strengths, weaknesses, and potential areas for enhancement within the fabric of the company's financial
operations.

Scope of the study

The Scope of this Study encompasses an exhaustive investigation into the foundational principles governing
working capital management, with a specific emphasis on their practical implementation within BuyoFuel Pvt.
Ltd. situated within the energy sector domain. This entails a meticulous scrutiny of diverse facets constituting
working capital management, coupled with a thorough evaluation of the efficacy of strategies deployed by
BuyoFuel Pvt. Ltd. This scrutiny is conducted through a dual lens comprising intra-firm ratio analysis and
comparative financial statement assessments. The overarching goal of this project is to furnish actionable insights
aimed at bolstering BuyoFuel's financial performance by pinpointing areas ripe for improvement within its
working capital management framework.

Statement of problem

The focal point of inquiry lies in the assessment of the efficacy of working capital management strategies adopted
by BuyoFuel Pvt. Ltd. within the dynamic energy sector milieu. Central to this endeavor is the acknowledgment
and mitigation of challenges encountered by the company in optimizing liquidity, profitability, and operational
efficiency amidst the flux of market dynamics and regulatory constraints. The research aims to pinpoint potential
lacunae or inefficiencies within BuyoFuel's existing working capital management framework, which could
impede its financial performance and long-term viability. Through a rigorous and methodical analysis, the study
endeavors to provide actionable insights into avenues for enhancing BuyoFuel's working capital management
strategies, thereby enabling it to adeptly navigate industry challenges and sustain financial robustness.

Review of literature

e Teruel and Martinez-Solano (2017) highlight the adverse effects of excessive working capital
investment on a firm's value, leading to increased financing costs.

e Smith et al. (2019) conduct a thorough investigation into working capital management strategies across
various sectors through a case study approach. Their research illuminates the crucial role of optimizing
working capital to bolster financial performance and competitiveness.

e Kumar and Singh's (2018) study delve into the impact of working capital management on firm
profitability within the energy sector. Their analysis underscores the significance of efficient working
capital management in mitigating financial risks and fostering sustainable growth.

e Chen and Wang (2020) delve into the evaluation of working capital management practices specifically
within the oil and gas industry. Their study sheds light on the unique challenges faced by companies in
this sector and emphasizes the importance of maintaining a balance between liquidity, operational
efficiency, and risk management, particularly in volatile market conditions.

Data analysis and interpretation

1. Current Ratio

Year Current Assets Current Current Ratio (in
(Amt.in lakhs) Liabilities times)
(Amt.in lakhs)
2020-21 10668.068 9759.669 1.09
2021-22 11026.936 0875.649 1.12
2022-23 13041.904 10609.414 1.23
2023-24 14085.748 11462.187 1.23
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Interpretation

The current ratio of BuyoFuel Pvt. Ltd. has shown a consistent upward trend, progressing from 1.09 in 2020-21
to 1.23 in both 2022-23 and 2023-24. This trajectory suggests a notable enhancement in the company's capacity
to fulfill its short-term obligations. Particularly noteworthy are the peaks observed in 2022-23 and 2023-24, both
registering a current ratio of 1.23, indicative of improved liquidity. However, to accurately gauge the significance
of these figures, it is imperative to benchmark them against industry standards.

2. Quick assets

Year Current Inventory | Quick Current Quick
Assets (A) | (B) Assets (A- Liabilities| Ratio
(Amt.in (Amt.in B) (Amt.in (Amt.in| (in
lakhs) lakhs) lakhs) lakhs) times)

2020-21 | 10668.068 2062.218 8605.85 9759.669 0.88

2021-22 | 11026.936 2595.112 8431.824 | 9875.649 0.85

2022-23 | 13041.904 3126.530 9915.374 | 10609.414 0.93

2023-24 | 14085.748 3670.251 | 10415.497 | 11462.187 0.91

Net Sales(Amt.)
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Interpretation

The Quick Ratio for BuyoFuel Pvt. Ltd. fluctuates between 0.85 and 0.93, with 2022-23 showing the highest
ratio of 0.93. While a ratio above 1 is generally preferred, industry benchmarks should be considered. Despite
stability over the years, the company may need to explore strategies to enhance its quick ratio for better short-
term liquidity management.
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3. Working Capital turnover ratio

Year Net Sales (Amt.in |Net Working Capital Ratio (in times)
lakhs) (Amt.in lakhs)

2020-21 17212.231 908.369 18.94

2021-22 18230.387 1151.287 15.83

2022-23 19345.627 2432.490 7.95

2023-24 22234.860 2323.561 8.47

Ratio
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Interpretation

The working capital turnover ratio exhibits continuous fluctuations, with the highest ratio observed in 2020-21.

This suggests efficient utilization of short-term assets and liabilities to support sales. However, a decline to

8.47 in 2023-24 indicates a shortage of working capital, posing potential risks such as increased bad debts and

obsolete inventory due to excessive investments in accounts receivable and inventory assets.

4. Inventory turnover ratio

Year Net Opening Closing Averag | Rati Inventory
Sales Inventory Inventory e o (in Holding
(Amt.in (Amt.in (Amt.in Invento | time Period
lakhs) lakhs) lakhs) ry S) (Days)
(Amt.i
n
lakhs)
2020-21 | 17212.231| 1876.566 2062.218 1969.391| 8.739 41.76
2021-22 | 18230.387| 2062.218 2595.112 2328.665 | 7.828 46.62
2022-23 | 19345.627| 2595.112 3126.530 2860.821 | 6.762 53.97
2023-24 | 22234.860| 3126.530 3670.251 3398.39 | 6.542 55.79
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Interpretation

In 2020-21, BuyoFuel Pvt. Ltd. recorded its highest inventory turnover ratio of 8.739, indicating robust sales and
efficient stock turnover. However, in 2023-24, the ratio dropped to its lowest point at 6.542, suggesting a decline
in sales efficiency and potential working capital blockage due to inventory buildup and quality degradation. The
consistent decrease in the ratio over the years may signify underlying issues in selling strategies or inventory
management policies that need to be addressed.

5. Trade Payables Ratio
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Interpretation

2021-22

2022-23

2023-24

Year Opening Trade Closing Trade | Average | Net Ratio Average
Receivables Receivables Receivables | Sales (in Collection
(Amt.in lakhs) (Amt.in lakhs) (Amt.in (Amt.i times Days
lakhs) n )
lakhs)
2020-21 3946.738 3566.085 3756.411 | 17212.231 | 4.582 79.66
2021-22 3566.085 3399.728 3482.906 | 18230.387 | 5.234 69.73
2022-23 3399.728 3817.850 3608.789 | 19345.627 | 5.360 68.00
2023-24 3817.850 4712.743 4265.296 | 22234.860 | 5.212 70.00
Ratio

In 2020-21, BuyoFuel Pvt. Ltd. collected its average receivables approximately 4.582 times annually,

suggesting moderate efficiency in the collection process. Notably, the ratio steadily increased, reaching its peak

at 5.36 in 2022-23, indicating improved effectiveness in receivables management. A higher ratio is
advantageous as it signifies a more frequent and efficient collection of receivables, enhancing the company's

cash flow and financial stability
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6. Trade payables ratio

Year | Opening Closing Average Net Ratio Average
Trade Trade Trade Purchases or|  (in Payme
Payables Payables Payables COGS(Amt.| times nt
(Amt.in lakhs) | (Amt.in lakhs) | (Amt.in lakhs)| in lakhs) ) Perio

d

2020-21 4037.365 3908.362 3972.863 14616.164 3.679 99.21

2021-22 3908.362 4138.871 4023.616 15363.739 3.818 95.59

2022-23 4138.871 4419.963 4279.417 16866.291 3.941 92.61

2023-24 4419.963 5369.820 4894.891 19455.899 3.974 91.83

Ratio
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Interpretation

In 2020-21, the accounts payable turnover ratio was the lowest at 3.679, but it displayed an upward trend from
2021-22 onwards. This increasing trend suggests effective management of debts and cash flow by BuyoFuel
Pvt. Ltd. Notably, the ratio peaked at 3.974 in 2023-24, indicating improved efficiency in managing accounts
payable over the four years

7. Gross profit ratio:

Year Gross Revenue from Ratio (%)

Profit Operations
(Amtin | (Amt.in lakhs)

lakhs)

2020-21 | 74.438 | 17212.231 0.43
2021-22 | 532.889 | 18230.387 292
2022-23 | 923322 | 19345627 477
2023-24 | 1241561 | 22234.860 5.58

Ratio (%)
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Interpretation

The Gross Profit Ratio graph exhibits a notable upward trend, starting from its lowest point of 0.43 in 2020-21
to its peak of 5.72 in 2023-24. A higher Gross Profit Ratio indicates the company's capability to cover expenses
and generate profit effectively. The consistent improvement in the ratio over the years reflects efficient
management practices within BuyoFuel Pvt. Ltd.

8, Net profit ratio

Year Net Profit Revenue from Ratio
(Amt.in Operations
lakhs) (Amt.in lakhs)
2020-21 107.774 17212.231 0.63
2021-2022 329.970 18230.387 1.81
2022-23 655.864 19345.627 3.39
2023-24 873.215 22234.860 3.92

Net profit Ratio
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Interpretation

The Net Profit Ratio has exhibited a consistent rise over the years, starting from its lowest point of 0.63 in
2020-21 and reaching its peak at 3.92 in 2023-24. A higher ratio signifies overall profitability and efficient
management of business operations. This increase reflects effective cost control, low expenses, and potentially
strong pricing strategies within BuyoFuel Pvt. Ltd.

Findings

e The current ratio of BuyoFuel Pvt. Ltd. has shown a steady increase over the years, indicating
improved liquidity and the company's ability to meet short-term obligations.

e While the quick ratio fluctuates, stability is observed over the years; however, the company may need
to explore strategies to enhance its short-term liquidity management.

e The working capital turnover ratio displays fluctuations, with potential risks emerging from a decline in
2023-24, highlighting the need for efficient working capital utilization.

e Inventory turnover ratio fluctuates, suggesting potential issues in sales efficiency and inventory
management that require attention.

e The accounts receivable turnover ratio has increased steadily, indicating enhanced effectiveness in
receivables management and improved cash flow.

e The accounts payable turnover ratio has shown an upward trend, reflecting improved efficiency in
managing debts and cash flow.

e Gross Profit Ratio demonstrates a consistent upward trend, signifying the company's capability to cover
expenses and generate profit effectively.
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e The Net Profit Ratio has exhibited a consistent rise, indicating overall profitability and efficient
management of business operations.

Suggestions

Implement strategies to maintain and enhance liquidity levels, considering industry benchmarks for
better assessment.

Focus on improving short-term liquidity management to ensure stability in meeting financial
obligations.

Address potential risks associated with working capital shortage by optimizing utilization and
monitoring inventory levels closely.

Review and refine inventory management policies to improve sales efficiency and mitigate working
capital blockage risks.

Continue efforts to enhance effectiveness in receivables management to sustain cash flow and
financial stability.

Further optimize accounts payable management processes to improve overall cash flow efficiency
and reduce financial risks.

Maintain effective cost control measures while exploring opportunities for revenue growth to
sustain profitability.

Continue monitoring financial performance indicators closely and adapt strategies accordingly to
ensure sustained growth and profitability.

Conclusion

In conclusion, the analysis of BuyoFuel Pvt. Ltd.'s financial performance highlights significant findings
regarding liquidity, working capital management, and profitability. The findings suggest areas of strength and
areas requiring attention to enhance the company's financial health and operational efficiency. By
implementing the suggested strategies and closely monitoring financial performance indicators, BuyoFuel Pvt.
Ltd. can achieve sustained growth, profitability, and resilience in a competitive business landscape.
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