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Financial analysis is the process of evaluating businesses, projects, budgets, and other
finance related transactions to determine their performance and suitability. Typically,
financial analysis is used to analyze whether an entity is stable, solvent, liquid, or
profitable enough to warrant a monetary investment. Preparing Comparative Financial
Statements is the most commonly used technique for analyzing financial statements. This
technique determines the profitability and financial position of a business by comparing
financial statements for two or more time periods. The comparative financial performance
analysis study is carried out for the period of five years (2013-2014 to 2017-2018).
Secondary data are based on the annual reports of 2013-2014 to 2017-2018 of Govind
Rubber Ltd., Equilateral Enterprises Ltd. (Formerly known as Surya Industrial Corporation
Ltd.) and Krypton Industries Ltd. Ratio analysis and leverage are used as tools to

understand and compare the financial performance of selected tyre companies over the

five year period.

1. Introduction

Comparative financial statements is a term, referring to
the complex of the company’s annual financial report elements,
which reflect the information from different time periods. Most
commonly they include Comparative Balance Sheet (reporting
company’s total assets, liabilities and equity for multiple dates),
Comparative Profit and Loss Report (reflecting the financial
results and financial position of the company over several
periods or business cycles), Comparative Cash Flow
Statement (containing information on the company’s cash flows
for multiple periods), etc.

Comparative financial statements are the complete
set of financial statements that an entity issues, revealing
information for more than one reporting period. It provides
a comparison of an entity's financial performance over
multiple periods, so that you can determine trends. The
statements may also reveal unusual spikes in the reported
information that can indicate the presence of accounting
errors. It provides a comparison of expenses to revenues
and the proportions of various items on the balance sheet
over multiple periods. This information can be useful for
cost management purposes. It may be useful for predicting
future performance, though you should rely more on
operational indicators and leading indicators than on
historical performance for this type of analysis.

It is customary to issue comparative financial
statements with additional columns containing the variance
between periods, as well as the percentage change
between periods.

The Securities and Exchange Commission requires
that a publicly held company use comparative financial
statements when reporting to the public on the Form 10-K
and Form 10-Q.

2. Objectives of the Study

= To compare the Financial Performance of Selected
Tyre Companies in India.

= To study and examine the overall solvency and
liquidity situation of Selected Tyre Companies in India
with the help of Ratio Analysis and Leverage.

3. Review of Literature

B. Balachandran (2016) has observed in his research
about ‘A Study on Financial Performance of Select Tyre
Industry in India.’ With the help of different analysis and
statistical tools, he has concluded that the material cost of all
the tyre companies except Balkrishna tyre company was
almost the same. He has also observed greater variation in
other expenses of the companies. He has suggested that the
tyre companies should try to reduce the material cost by using
appropriate material management techniques. The best
product mix planning would definitely increase the profitability
of the tyre companies because the tyre companies are
manufacturing different varieties of tyres. The major factors
affecting the performance of the tyre industry are the fluctuation
is fuel prices, natural rubber prices and import duty on rubber.
There is an utmost need to accelerate the degree of
radialisation in order to protect the Indian tyre industry share in
the export market.

Nisha Rapheal (2013) has studied in her Research
Paper regarding ‘An Overview of the Financial Performance
of Indian Tyre Industry-Comparison among Leading Tyre
Companies.” She has analysed the long-term financial
performance of Indian tyre industry from 2003-04 to 2011-12.
She has included 4 companies like Apollo Tyres Ltd., MRF
Ltd., JK Ltd. and CEAT Ltd. under sample for analysis. She
has observed performance of such leading tyre companies with
the help of important performance indicators like current ratio,
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quick ratio, net profit ratio, return on capital employed,
inventory turnover ratio, investment turnover ratio and total
asset turnover ratio.

4. Analysis and Interpretations

4.1 Contribution

We know that contribution is the excess of sales over
variable cost which is also known as total margin (distinguished
from profit). In other words, total contribution may be obtained
by multiplying the per unit contribution to the volume of sales.

Contribution at first contributes towards the fixed
overhead and when the fixed overheads are recovered the
same contributes towards profit.

It is needless to say that higher the total contribution
higher will be the profit since fixed overhead remains constant.
Thus, the aims and objectives of every firm should be to
maximize the amount of contribution. The same is possible
either by (a) reducing marginal cost; or (b) increasing sales
volume; or, (c) increasing the selling price per unit, etc.

It may also be mentioned here that profit may also be
increased by reducing fixed overhead although the same is
very difficult for a number of reasons, e.g., composition of
assets structure, technological development etc.

Table 1: Showing Value of Contribution (Rs.in Lacs) (Rs.in Lacs)
Year 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018
GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL

Sales 4073403 | 0.00 | 4256.63 | 3387056 | 737.35 | 363255 | 29494 53 | 3898.26 | 3839.84 | 2053640 | 9529.39 | 333594 | 10911.12 | 1884.24 | 2936.11
Less:

Variable 2520152 | 0.00 | 2162.15 | 18710.71 | 729.01 | 186242 | 16180.49 | 3913.37 | 1746.93 | 10945.83 | 9588.66 | 1675.75 | 7157.26 | 1972.32 | 1374.27
Cost

Contribution | 15532.51 | 0.00 | 2094.48 | 15159.85 | 8.74 177043 | 13314.04 | (15.11) | 2092.91 | 9590.57 | (59.27) | 1660.19 | 3753.86 | (88.08) | 1561.84

Source: Secondary Data from Annual Reports of Govind Rubber Ltd., Equilateral Enterprises Ltd. & Krypton Industries Ltd.

Interpretation

The above table shows Contribution of GRL, EEL and
KIL from the year 2013-2014 to 2017-2018. It is observed from
the above table that there was continues fluctuating trend in
contribution during the whole study period. In the year 2013-
2014, Contribution of EEL was ‘Zero’ whereas in the years
2015-2016, 2016-2017 & 2017-2018, it was negative. In the
year 2013-2014, Contribution of GRL was Rs. 15,532.51 Lacs
which is the highest during the whole study period.

4.1.1 Combined Leverage:

It is a combination of financial and operating leverage.
With the help of it we can find out the effects of fixed operating
cost and fixed financial charges on operating profit and
earnings per shares respectively. It measures the total risk of a
firm. If operating leverage is greater than financial leverage
than firm should try to reduce it to maintain the level of risk vice
versa.

Table 2 : Showing Value of Combined Leverage (In Times) (Rs. In Lacs)
Year 2013-2014 2014-2015 20152016 2016-2017 2017-2018
GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL
Contribution | 15532.51 000 | 209448 | 1515985 | 8.74 | 177013 | 13314.04 | (15.11) | 2092.91 | 959057 | (59.27) | 1660.19 | 3753.86 | (88.08) | 1561.84
+EBT 1265 | (1.97) 135.44 3517 | 462 4075 1785 | 3064 4863 | (1283.43) | 2147 | (388.11) | (3677.49) 262 | (12.41)
1227 87 0.00 15.46 43104 | 1.89 4344 74588 | (0.49) 43.04 TAT | (2.80) 427 1.02 | (3362) | 12585

Source: Secondary Data from Annual Reports of Govind Rubber Ltd., Equilateral Enterprises Ltd. & Krypton Industries Ltd.

Interpretation

The above table shows Degree of Combined leverage of
GRL, EEL and KIL from the year 2013-2014 to 2017-2018. It is
realized from the above table that Degree of Combined
Leverage has remained highest at 1227.87 for GRL in the year
2013-2014. In the year 2013-2014, Degree of Combined
Leverage for EEL is ‘Zero’. This situation exhibits companies
save their debt capacity today to have better access to the debt
market tomorrow. Companies follow “Zero Leverage Policy” in

4.2 Ratio Analysis
4.2.1 Operating Profit Ratio

order to reduce future investment distortion either exposed
from Equity Shareholders (Under Investment Problem) or Debt
Holder (Higher Cost of Debt). Whereas in the year 2016-2017
& 2017-2018, all selected companies have negative degree of
Combined Leverage which occurs when a company purchases
an investment using borrowed funds and the borrowed money
has a greater cost or higher interest rate than the return made
on the investment.

Table 3: Showing Value of Operating Profit Ratio (In %) (Rs. in Lacs)
Year 20132014 2014-2015 2015-2016 2016-2017 2017-2018
GRL EEL | KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL
EBIT 198286 | (1.97) | 291.04 | 208916 | 4.62 23403 | 192386 | 30.64 255.05 | (3001.49) | 21147 (598.75) | (5250.98) | 2.62 (204.08)
+Net Sales 4073403 | 0.00 | 425663 | 3367056 | 737.75 | 363255 | 20494 53 | 3808.26 | 3830.84 | 20536.40 | 9529.30 | 333504 | 1001112 | 1884.24 | 2836.11
487 000 | 684 617 0.63 6.44 652 0.79 fi.64 (14.62) 022 (17.95) | (48.21) D.14 (6.95)

Source: Secondary Data from Annual Reports of Govind Rubber Ltd., Equilateral Enterprises Ltd. & Krypton Industries Ltd.
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Interpretation

The above table shows the Operating Profit of GRL,
EEL and KIL from the year 2013-2014 to 2017-2018. It has
been revealed that Operating Profit Ratio for all selected
companies has remained very poorest during the whole study
period under study. In the year 2016-2017 and 2017-2018, for

4.2.2 Net Profit Ratio

Table 4: Showing Value of Net Profit Ratio (In %)

both GRL as well as KIL, it has become negative. So overall it
can be said that all selected companies were not earning
enough money from business operations to pay for all of the
associated costs involved in maintaining that business. And
this would prove insufficient to pay dividend as well as create
necessary reserves.

(Rs. in Lacs)

Year 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018
GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL
Net Profit After Tax | 28.20 (1.97) | 90.25 561 4.62 23.14 13.03 29.83 38.66 | (910.79) | 17.61 | (386.69) | (3677.49) | 262 (4.08)
+ Net Sales 40734.03 | 0.00 | 4256.63 | 33870.56 | 737.75 | 3632.55 | 29494.53 | 3898.26 | 3839.84 | 20536.40 | 9529.39 | 3335.94 | 10911.12 | 1884.24 | 2936.11
0.07 0.00 212 0.02 0.63 0.64 0.04 0.77 1.01 (4.44) 0.18 (11.59) | (33.70) 0.14 (0.14)

Source: Secondary Data from Annual Reports of Govind Rubber Ltd., Equilateral Enterprises Ltd. & Krypton Industries Ltd.

Interpretation

The above table shows the Net Profit of GRL, EEL and
KIL from the year 2013-2014 to 2017-2018. It has been noticed
that all the companies are showing declining trend during the
whole selected study period. Also in the year 2016-2017 &

4.2.3 Interest Coverage Ratio

2017-2018, Net Profit Ratio of GRL and KIL was negative.
Finally it is been observed that worst net profitability is
exhibited by all the selected companies during the whole
selected study period.

Table 5: Showing Value of Interest Coverage Ratio (In Times) (Rs. in Lacs)
Year 2013-2014 2014-2015 20152016 2016-2017 2017-2018
GRL EEL KIL GRL | EEL | KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL
EBIT 198286 | (1.97) | 291.04 | 208016 | 4.62 | 234.03 | 1923.86 | 30.64 | 255.05 | (3001.49) | 2117 | (588.75) | (5250.98) | 2.62 | (204.08)
+Interest | 1970.21 | 0.00 | 155.60 | 2053.99 | 0.00 | 193.28 | 1906.01 | 000 | 20642 | 1718.06 | 0.00 | 20964 | 158249 | 0.00 | 19167
101 | 000 187 1.02 | 0.00 1.21 1.01 | 0.00 124 (1.75) | 000 (2.86) (3.32) | 0.00 (1.06)

Source: Secondary Data from Annual Reports of Govind Rubber Ltd., Equilateral Enterprises Ltd. & Krypton Industries Ltd.

Interpretation

The above table depicts Interest Coverage Ratio of
GRL, EEL and KIL from the year 2013-2014 to 2017-2018. It
has been noticed that Interest Coverage Ratio for all selected
companies is very poor during the whole study period. In the

4.2.4 Debt-Equity Ratio

year 2016-2017 & 2017-2018, both GRL and KIL have negative
Interest Coverage Ratio. Whereas for EEL, Interest Coverage
Ratio is ‘Zero’ during the whole selected period under study.
So overall it can be said that all selected companies were not
in a position to handle fixed-charge liabilities at all.

Table 6: Showing Value of Debt-Equity Ratio (In Times) (Rs. in Lacs)
Year 2013-2014 20142015 20152016 2016-2017 20172018
GRL EEL | KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL
Total Debts 2450648 | 37.91 | 232239 | 24783.66 | 3927 | 262363 | 2192146 | 1174.86 | 2511.54 | 21008.66 | 1735.00 | 2677.00 | 20854.50 | 80805 | 222458
+0wners Funds | 322072 | 44.09 | 205707 | 3183.83 | 1031.83 | 2968.20 | 310696 | 1061.67 | 300694 | 228617 | 1079.28 | 262025 | 2265.29 | 1081.90 | 2577.96
763 086 (078 778 0.04 085 6.86 1.1 084 919 161 1.02 821 0.75 0.86

Source: Secondary Data from Annual Reports of Govind Rubber Ltd., Equilateral Enterprises Ltd. & Krypton Industries Ltd.

Interpretation

to other companies like EEL and KIL.

Whereas for other

The above table shows the Debt-Equity Ratio of GRL,
EEL and KIL from the year 2013-2014 to 2017-2018. From the
above table and graph it can be realized that there is an
increasing trend in the Debt-Equity Ratio of GRL as compared

companies like EEL and KIL, Debt-Equity Ratio has remained
even lower than the ideal ratio of 2:1 during the whole period
under study.
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4.2.5 Proprietary Ratio

Table 7: Showing Value of Proprietary Ratio (In Times)

(Rs. in Lacs)

Year 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018
GRL EEL | KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL
Proprietors Funds | 322072 | 44.09 | 2057.07 | 3183.93 | 1031.83 | 2968.20 | 3196.96 | 1061.67 | 3006.04 | 2286.17 | 1079.28 | 2620.25 | 226520 | 1081.90 | 2577.96
= Total Funds 27807.20 | 82.00 | 527946 | 27967.59 | 1071.10 | 5491.91 | 2511842 | 2236.53 | 5518.40 | 2329483 | 281518 | 5207.25 | 23119.79 | 1889.95 | 480255
0.12 054 (056 0.1 0.96 0.54 013 047 0.54 0.10 0.38 049 0.10 0.57 0.54

Source: Secondary Data from Annual Reports of Govind Rubber Ltd., Equilateral Enterprises Ltd. & Krypton Industries Ltd.

Interpretation

The above table shows Proprietary Ratio of GRL, EEL
and KIL from the year 2013-2014 to 2017-2018. It has been
observed that Proprietary Ratio for all the selected companies

4.2.6 Value of Annual Sales

has remained lowest during the whole study period. Thus, it
can be said that the Financial Position of all the selected
companies was not satisfactory as well as stronger during the
whole selected study period.

Table 8: Showing Value of Annual Sales (Rs. In Lacs)
Year 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018
GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL GRL EEL KIL
Sales | 4073403 | 000 | 425663 | 3387056 | 737.75 | 363255 | 20404 53 | 389826 | 383984 | 20536.40 | 9529.39 | 3335094 | 1091112 [ 1884.24 | 2936.11

Source: Secondary Data from Annual Reports of Govind Rubber Ltd., Equilateral Enterprises Ltd. & Krypton Industries Ltd.

Interpretation

The above table shows the Annual Sales of GRL, EEL
and KIL from the year 2013-2014 to 2017-2018. It is been
noticed that Sales of GRL is showing the downward trend
whereas Sales of EEL and KIL are showing fluctuating trend
during the whole selected period under study. One important
thing can be considered that when turnover of the company
increases, the company production process also expands. This
helps to extend the growth of the company.

5. Findings of the Study

= The value of Contribution shows that there is a
continuous fluctuating trend in Contribution for all
selected companies during the whole study period
under study.

=  From the year 2016-2017, the degree of Combined
Leverage for all selected companies during the period
under study is negative which exhibits that companies
have borrowed funds with substantial cost with
extreme interest rate than the necessary reasonable
return made on the investment.

= The Interest Coverage Ratio reveals that it has
remained very lower for all selected companies during
the whole study period under study. The selected
companies were not in a situation to control fixed-
charge liabilities at all.

= The Debt-Equity Ratio of GRL has shown continues
upward trend which reveals that outside creditors
have a larger claim than the owners of the company.
Whereas for EEL and KIL, this ratio has remained
lower which is not profitable from the viewpoint of
Equity Shareholders, as advantage of trading on
equity is not availed of and the rate of equity dividend
will be comparatively lower.

= The Proprietary Ratio for all selected companies
during the whole study period under study has
remained very lowest which exhibits that a reasonable
proportion is not maintained between owned funds

and borrowed funds. Because of this situation, benefit
of trading on equity cannot be obtained.

= The Net Profit Ratio for all selected companies during
the whole study period under study has remained
poorest which indicates that Net Profitability of all
selected companies during the whole study period
under study is affected most severely.

= The Current Ratio for all selected companies during
the whole study period has revealed continuous
fluctuating movement as well as it has also remained
less than the ideal ratio of 2:1. This situation indicates
that all selected companies may have difficulty in
meeting current obligations.

= The Quick Ratio of EEL was comparatively good as
well as more than the ideal ratio of 1:1 in comparison
to other selected companies in the year 2013-2014
and 2014-2015. Whereas from the year 2015-2016,
Quick Ratio for all selected companies has remained
below the ideal ratio of 1:1 which exhibits that
selected companies could not currently fully pay back
its quick liabilities.

6. Suggestions & Recommendations

= The operating profit situation is too much poorest
during the selected time period in all the selected
companies. So successful efforts must be made to
improve the same for smooth functioning as well as to
make payment effortlessly for all of the related costs
involved in maintaining that business.

= The net profit situation is too much adverse for
selected time period in all the selected companies. So
continues hard efforts must be done to improve the
net profitability situation and to reach the next level.

= The interest coverage ratio is too much poorest for
almost all selected companies in all the five years
selected time period. So absolute strong efforts must
be made to improve the same to manage fixed-charge
liabilities.
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= The absolute quick ratio is less than the ideal ratio for 7. Limitations of the Study
almost all selected companies during the selected .
time period. This would affect the short-term financial .
solvency of the companies. Hence, it is suggested
that the companies have to decrease the current
liabilities.

= Both current ratio as well as liquid ratio are not
moderated for all the selected companies in all the
five years selected time period. They must be grown
for the future favorable success of all the selected
companies. 8. Conclusion

=  The annual turnover is continuously fluctuating during
the selected time period for all the selected
companies. So powerful favorable efforts must be
made to boost the annual sales for all the selected
companies to enhance the growth of all the
companies.

= The management of the companies have to maintain
the absolute proportion of the long- term liabilities and
the shareholders’ fund.

The time period of study is only for five years.

The basic necessary limitations of calculations, figures
and human error are the constraints of the study.
Proper care and responsiveness have been taken in
doing all calculations and calculating different ratios
and acquiring final conclusions from it but then also
there can be certain chances of human error, which
will make the study weaker to that extent.

Comparative financial statements give managers and
analysts advantages, which allow more efficient and detailed
analysis of the entity’s performance. While the normal financial
statement is a static reflection of the current financial position
of the company, comparative financial statements reflect the
dynamics in its development and allow to determine trends and
forecast changes.
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