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About assignment
Name of assignment – comparative analysis of annual report of two auto industries (Maruti Suzuki India ltd & Tata motors ltd)
Statement of objective of assignment-
· Overview of the performance of auto industries in India
· Building understanding of the car market in India under various segment
· Overview of the liquidity position of the auto companies and determine the short term and long term sustainability
· To analysis the cash flow statement  and performance of the companies in domestic and international market during the last two years(2009-2011)
Brief introduction about annual report
Annual report
• An annual report is a document produced annually by companies designed to portray a true and fair view of the company’s annual performance, with audited financial statements prepared in accordance with company law and other regulatory requirements, and also containing other non-financial information.
• The Companies Act 1985/9 requires companies to publish their annual report and accounts.
• It should include:
– A balance sheet
– A profit and loss account
– A cash flow statement
– A Directors Report
Functions of the annual report
• The stewardship and accountability function
– Reporting to shareholders.
• The decision making function
– To provide information about performance and changes in the financial position of an enterprise that is useful to a wide range of users in making economic decisions.
– Providing users, especially shareholders with financial information so that they can make decisions such as buying or selling shares.
• The public relations function
– The annual report is an opportunity to publicise the corporate image
A true and fair view
• Directors are responsible for the preparation of the accounts which must give a true and fair view.
• A true and fair view is one where accounts reflect what has happened and do not mislead the readers.
• The accounts must be prepared in accordance with relevant accounting standards.
Information to be included 
• The rules governing the content of the annual report are derived from:
• Statute law - the Companies Act 
• Accounting standards
• Stock Exchange rules
• Codes of best practice in corporate governance.
Companies Act 1956
• Directors have stewardship of limited companies.
• Directors are required to publish accounts which show a true and fair view of the company’s financial position.
• Accounts must be sent to:
– All shareholders
– All debenture holders
– The Registrar of Companies at Companies House.
– This must be done within 10 months of the year-end for a private company and within 7 months of the year end in the case of a public company
Brief introduction about Auto Industries
According to the ACMA-EY Vision 2020 study, India is expected to witness strong growth in vehicle production across all segments by 2020. 
• Passenger vehicles - projected to be 5 million units by 2015 and over 9 million by 2020 driven by domestic demand and as a global hub for exports of small cars 
• Commercial vehicles – volumes of over 1.4 million by 2015 and over 2.2 million by 2020. Small Commercial Vehicles (SCV), a relatively new segment, expected to grow 28% annually over the next few years 
• Two and three wheelers – expected to double to 22 million units by 2015 and reach 30 million by 2020 driven by low penetration levels, expanding rural sales and growth in exports 
The Indian auto component industry can potentially grow to over USD 110 billion by the year 2020 driven in tandem with the surge in vehicle production in the country. Of this, the domestic turnover can grow to USD 80 billion and exports scale up to another USD 29 billion. 
The auto component industry can thus be an engine of India’s economic and manufacturing sector growth, potentially contributing 3.6% of GDP by 2020, up from the current 2.1%. To achieve this potential the auto component industry would require investments of over USD 35 billion during the period. It will also create employment opportunity for over 1 million skilled people. 
Increasing cost pressures is driving OEMs towards low cost country (LCC) sourcing. In order for the Indian component manufacturers to stay competitive, among other things, they will have to move up the value chain. Many different regions around the world are fast becoming centres for LCC sourcing; India will have to be wary of these. 
The Indian component industry must raise capital – strengthen balance sheets; scale capacities – manage costs and flexibility of new assets; build R&D competence - product development, design and frugal engineering capabilities; and build robust organizations - to manage significantly increased complexities an

Company profile –
Maruti Suzuki India ltd
Maruti  India limited is a leading four wheeler auto mobile manufacturing in south Asia. It is largely credited for having bought in an automobile revolution to India. Maruti Suzuki is India’s number one leading auto mobile manufacturer and the market leader in the car segment , both in terms of volume of vehicles  sold and revenue earned until recently ,15.25%of the company was owned by the Indian government ,and 54.20% by Suzuki  of Japan. The Indian held an IPO of 25% of the  company in June 2003.As of 10th may 2007,govt. of  India sold its complete share to India financial institution with this ,govt. of India no longer has stake in maruti udyog.
Through 2004, maruti Suzuki has produced over 5 million vehicles .companies annual export sale is more than 5000 cars and has an extremely large domestic market in India selling over 730000 cars annually.

Tata motors ltd-
Tata Motors Limited is India’s largest automobile company, with consolidated revenues of Rs.1, 23,133 crores (USD 27 billion) in 2010-11. It is the leader in commercial vehicles in each segment, and among the top three in passenger vehicles with winning products in the compact, midsize car and utility vehicle segments. The company is the world's fourth largest truck manufacturer, and the world's third largest bus manufacturer.
Tata Motors, the first company from India's engineering sector to be listed in the New York Stock Exchange (September 2004), has also emerged as an international automobile company. Through subsidiaries and associate companies, Tata Motors has operations in the UK, South Korea, Thailand and Spain. Among them is Jaguar Land Rover, a business comprising the two iconic British brands that was acquired in 2008. In 2004, it acquired the Daewoo Commercial Vehicles Company, South Korea's second largest truck maker. Tata Motors is also expanding its international footprint, established through exports since 1961. The company's commercial and passenger vehicles are already being marketed in several countries in Europe, Africa, the Middle East, South East Asia, South Asia and South America. It has franchisee/joint venture assembly operations in Kenya, Bangladesh, Ukraine, Russia and Senegal.
Through its subsidiaries, the company is engaged in engineering and automotive solutions, construction equipment manufacturing, automotive vehicle components manufacturing and supply chain activities, machine tools and factory automation solutions, high-precision tooling and plastic and electronic components for automotive and computer applications, and automotive retailing and service operations.
With the foundation of its rich heritage, Tata Motors today is etching a refulgent future.

                                                     Comparative analysis of annual report
Contents of the annual report 
CASH FLOW STATEMENT
Introduction-
Cash flow is a term refers to the amount of cash being received and spent by a business during a defined period of time, sometimes tied to a specific project .measurement of cash flow can be used …..
To evaluate the state or performance of a business project
To determine problems with liquidity: being profitable does not necessarily mean being liquid
To generate project rate of return: the time of cash flows into and out of project s are used as input to financial models such internal rate of return and net present value.
To examine income or growth of a business which it is believed that accrual accounting concepts do not present economic realities
Classification
Cash flow can be classified in to three main categories 
Operational cash flows-
1. cash received or expanded as a result of the company’s core business activity
2. It is the cash generated internally as opposed to fund coming from outside investing and financing activity
3. Adjustment for non cash items and increase\decrease  in working capital
4. Its shows the operating capabilities .pay dividends ,repay loans and make new investments
Investment cash flow-	
      1. Cash received or expanded through capital expenditure, investment and acquisition
      2. Investing transaction generate cash outflow such as capital expenditure for plant \machinery and         other fixed assets 
      3. Cash flow represents the extent to which expenditure has been made for resources intended to    generate future income and cash flows.
Financing cash flows-
1. cash received or expanded as a result of financing activity ,receiving or paying loans, Issuing or repurchasing stock and paying dividends
2. to predict claims on future cash flows by the providers of funds (both capital and borrowings)
Benefits from using cash flow statement
The cash flow is a main financial statement of a company .the cash flow statement can be examined  to determine the short term sustainability of a company .if cash is increasing (and operational cash flow is positive ,than a company will often be deemed to be healthy in short term 
Increasing or stable cash balances suggest that a company is able to meet its cash needs and remain solvent .for instance, a company may be generating profit ,but still have difficulty in remaining solvent.
Comparative analysis of Cash flow statement of
Maruti Suzuki India ltd.  
	standalone cash flow statement
	 
	 
	 
	Years

	PARTICULERS
	11-Mar
	10-Mar

	Net profit before tax
	     3,108.80 
	    3,592.50 

	 
	 
	 

	Net cash from operating activity 
	 
	 
	 
	     3,050.30 
	    2,887.40 

	 
	 
	 

	Net cash (used in)from investing activity
	 
	 
	 
	          73.40 
	(4,783.30)

	 
	 
	 

	Net cash (used in)from financing  activity
	 
	 
	 
	       (713.40)
	         55.10 

	 
	 
	 

	Net cash (decress)/incress in cash & cash equivalent 
	 
	 
	 
	     2,410.30 
	   (1,840.80)

	 
	 
	 

	Opening cash & cash equivalent
	 
	 
	 
	          98.20 
	    1,939.00 

	 
	 
	 

	closing cash & cash equivalent
	     2,508.50 
	         98.20 












Tata Motors ltd.

	Standalone cash flow statement
	Years

	PARTICULERS
	11-Mar
	10-Mar

	Net profit before tax
	      1,811.82 
	     2,240.08 

	 
	 
	 
	 
	 
	 

	Net cash from operating activity 
	      1,505.56 
	     6,586.03 

	 
	 
	 

	Net cash (used in)from investing activity
	 
	 
	 
	    (2,521.88)
	  (11,848.29)

	 
	 
	 

	Net cash (used in)from financing  activity
	 
	 
	 
	      1,648.42 
	     5,348.49 

	 
	 
	 

	Net cash (decress)/incress in cash & cash equivalent 
	 
	 
	 
	         632.10 
	          86.23 

	 
	 
	 

	Opening cash & cash equivalent
	         720.04 
	        630.04 

	 
	 
	 

	closing cash & cash equivalent
	      1,352.14 
	        716.27 



Note: the fluctuation in the opening and closing balances is due to transaction related to foreign subsidiaries 






Analysis of income from operating activity
Maruti :
Company generated sufficient cash from operational activity,in the year 2011 company sold total(domestic &export)1271005 units and generated revenue of 36128.20 crore and in 2010 it sold 1018365 units and revenue of 28958.50 crore.
The net profit after tax is reduced from 3592.50(2010) to 3108.80(2011) due to the increased cost of material ,the cost of main component like aluminum ,steel ,copper is increased up to 30%during the last two years. And the cost of production is increased from 707 crore  in 2009 to 1572 crore in 2011. Even with the increased cost of production company maintain its cash from operating activity due to increase in the total unit sold.
Tata Motors:
This company is operating its business in both passenger and commercial vehicle  segment and sold 378000 units in 2011 and generated  net sales of 48224 crore and in 2010 it sold total 493000 units and generated net sales of 37446.50 crores.
The overall sale in 2011 was at 1080944 previous vehicles including commercial vehicles higher by 24% compare to previous year and 70.3% growth in export sales.
The main reason of down fall in cash flow from operation is settlement of trades and other payable (decrees in the current liabilities) which shows outflow of 1334.54 crores during 2011.

Analysis of income from investing activity
Maruti :
The large part of the cash generated from its operating activity   is invested in purchase of investment 
The company invested its surplus fund as follows                   Year(in crores)
                                                                                                        2011                 2010
Corporate bonds 						700.00                  -
Bank F.D						2413.00	 -
Debt mutual fund 						4010.60	 -
And realized from sale of investment 34017.30 crores in 2011 and such amount is invested in purchase of fixed assets which shows the outflow of 2419.90 crores in 2011 and 1504.10 crore in 2010.
On the other hand the capital expenditure on research and development is also very low. It is 231.60 crore in 2011 and 62.30 crore in 2010.which is 1.11% of total income in 2011 and 0.58% in 2010.
Tata motors:
Cash generated by operating and financing activity is mainly utilize by the company in investment In subsidiary company which is 10619.91 crores in 2010 and 463.36 crores in 2011 
Other major outflows are as under                                         2011                      2010
Purchase of fixed assets                                                          2391.12		 2330.38
F.D with schedule bank					1090.10                412.20
Analysis of income from financing activity
Maruti:
Company is not generating any cash inflow from its financing activity and company is utilizing its cash inflow from operation and investment in repayment of short term and long term borrowings

Major Outflows are as follows                                                    2011                       2010
Repayment of short term borrowings                                       401.50                    66.10
Repayment of long term borrowings                                         142.00                    147.20
Dividend paid                                                                                 173.30                    101.10
Tata Motors:
As compare with maruti Suzuki Tata motors raise fund from financing activity fro the purpose of investing in subsidiary companies and acquisition of foreign companies during the previous two years
Following are the major inflows -                                                2011                        2010
Issue of share through QIP                                                          3249.80                     -
Following are the major outflows-
Dividend paid                                                                                 990.21	       344.90
Interest paid                                                                                  1206.93                  1389.48


RATIO ANALYSIS 
BASED ON CASH FLOW(USED) IN VARIOUS ACTIVITIES 
Current ratio:
The current ratio measures the ability of the firm to meet its current liabilities-
Current assets get converted into cash during the operating cycle of the firm and provide the funds needed to pay current liability. The general norm for current in India is 1.33.internationally it is 2
FORMULA-       Current ratio =     Current assets
                                                        Current liabilities 
Calculation particular(in crores)
Particular	                                   2010-2011                                                       2009-2010
                                                  Maruti                Tata motors                            Maruti               Tata motors
Current assets                      6356.30	        14090.61                              3772.40	            11506.61             
Current liabilities                  4079.80                  16255.24                             3567.80                17372.59
Current ratio                           1.56                            0.87                                       1.06                     0.66     


Interpretation
Maruti:
This ratio indicates that company is able to meet its current liabilities and the current assets of the company is very smoothly converting into the cash inflows during the operating period .in 2011 it is 1.47 and in 2010 it is 0.91.it shows the increases of around 55 % during the year and company is holding most of the current assets in the form of cash which represent the higher liquidity.
Tata Motors:
The current ratio in case of Tata Motors is much lower ,in 2011 it is  only 0.53 and in 2011 it is 0.44,which shows that company not have sufficient fund generated from its internal sources and company need to raise fund from short term borrowings.

Earning power ratio
This ratio measure the business performance which is not affected by interest charges and tax burden .its abstract away the effect of capital structure and tax factor and focus on the operating performance
Formula-     Earning power =          Earning before interest & tax(EBIT)
                                                                 Average total asset
Calculation particular(in crores)
Particular	                                   2010-2011                                                       2009-2010
                                                      Maruti               Tata motors                          Maruti               Tata motors
EBIT                                              3133.20                3340.51                              3626.00                3933.38
Total assets(gross block)          11737.70             21883.32                            10406.70               18416.81
 Earning power ratio                   0.27                      0.15                                     0.35                         0.21

Interpretation:
Maruti:
This ratio indicates that company is not fully utilizing its assets to generate earnings before interest and tax .company can increase its earning power by more efficient utilization.
Tata Motor:
This ratio indicates very low earning capacity utilization by the company. In the year 2011 it is only 0.15 and reduced by 0.06 as compared to previous year.
Earning per share 
EPS measures the profit available to the equity shareholders on a per share basis;that the amount that they can get on every share head
Formula-      profit after tax –preference dividend         
                Number of equity shareholder fund



Calculation particular(in crore)
Particular	                                  2010-2011                                                       2009-2010
                                                    Maruti             Tata motors                          Maruti               Tata motors
Profit after tax                           22886                1812                                      24976                  2240   
No. of equity share             288910060           634613990                       288910060           570557544
Ratio of EPS                            79.21                       28.55                                86.45                      39.26

Interpretation:
Maruti:
This ratio indicates the earning available to shareholders. In the year 2011 it is 79.21 and in 2010 it is 86.45.it shows the good value for money they invested in the company .the company is earning high EPS due to high cash inflow from operating activity. i.e 3050.30 crore in 2011 and 3031.80 In 2010.
EPS is also very high due to absence of any interest bearing funds and debts.
Tata Motor:
EPS of Tata motor is very low as compare to Maruti. In the year2011 it is 28.55 and in 2010 it is 39.26.the decrees is due to reduced  profit after tax as compare to previous year and increased numbers of shareholders fund which diluted the right of the other shareholders.
The profit after tax is reduced due to the increasing cost of production and reduced market share in the passenger vehicle segment which is only 14% in 2011.

DEBT EQUITY RATIO-
This ratio shows the relationship between borrowed fund and owners capital
Formula-     Long term liability
                     Shareholders fund
Calculation particular(in crore)
Particular	                                  2010-2011                                                       2009-2010
                                                 Maruti               Tata motors                             Maruti                 Tata motors
Debt                                        3093.00                15898.75                             8214.00               16594.54
Owners capital                      138675                  2001330                             118351                  14965.47
Ratio of DE                             0.02                          0.80                                      0.07                          1.12                         
Interpretation-
Maruti: 
This ratio indicates the debt to equity ratio for the year. For 2011it is only 0.02 and in 2010 it is 0.07.this shows that proportion of debt over equity is very low or we can say it is almost zero. This shows that company is generating enough cash from its operating activity to meet out its fund requirement. Company can take more risk as there is very few interest bearing funds and company can take higher risk as it’s generating enough cash from operation.
Tata motors:
The company holds the proper mix of fund in their capital structure .for the year 2011 it is 0.80 and in 2010 it is 1.12.which shows that company is using its fund in future expansion and investing in other subsidiary companies. The company invested 10619.91 crore in 2010 and 403.36 crore in 2011in the foreign subsidiary companies.
Fixed assets turnover ratio -
A higher fixed assets turnover ratio indicates efficient utilization of fixed assets in generating sales. A firm whose plant and machinery are old may show a higher fixed assets turnover ratio than the firm which has purchased them recently.

Formula-        FATR =         Net sales
                                          Fixed Assets
Ratio of fixed assets turnover
Particular	                                  2010-2011                                                       2009-2010
                                                    Maruti             Tata motors                          Maruti               Tata motors
Net sales		       36128.20	          48224.00                          28958.50             37446.50
Fixed assets(gross block)       11737.70              21883.32                          10406.70              18416.81
FATR                                              3.08	           2.20		             2.78	              2.03
Inventory turnover ratio
This ratio indicates that how fast inventory is used\sold. A high ratio is good from the view point of liquidity and vice versa. The higher the ratio ,the more efficient the management of inventory .however this may not always be true. A high inventory turnover may be caused by a low level of inventory which may result in frequent stock outs and loss of sales and customer goodwill.

Formula-
ITR =             Sales
             Average inventory
Calculation particular (in crore)
Particular	                                  2010-2011                                                       2009-2010
                                                     Maruti              Tata motors                          Maruti                Tata motors
ITR			           33.33	         13.86		           30.43	             13.50 

Observation & conclusion
Maruti Suzuki ltd
By the observation of cash flow it is found that company is operating its business in stable manner. There is not much fluctuation in the cash flow from operation during the two years. Company is generating high profit after tax and maintaining the balanced working capital. With the help of ratio analysis it is found that company is earning very high EPS i.e 79.21 in 2011 and 86.45 in 2010.its shows that company has a ability to generate sufficient cash from its operation activity. On the other hand debt equity ratio is also very low. It is 0.02 in 2011 and 0.07 in 2010, this indicates that company is holding very low share of debts funds in its capital structure.
The company is utilizing its cash generated from operation in investment in bonds, FDs and mutual fund and also to pay its short term and long term borrowings. 
The company can maximize its risk taking by issuing debt funds without diluting the power of shareholders and expand its business activity in new segment of vehicle industry.
Beyond the numbers
The conclusion is drawn that the company is consistently concentrating on the small cars and the company’s revenue is tied to only one key customer. The company’s performance may decline in the future due to the technological changes and changing market scenario the customers may shift to other products.
Tata Motors:
With the help of cash flow analysis. It is found that the earning power is reduced in 2011.the company earned 429 crore less profit as compare to previous year in 2011. It is also found that company has utilized its earning in settlement of trade and other payables (current liabilities).the settlement reduced the cash from operation by 1334.54 crore in 2011.
With the help of ratio analysis it is found that the company earned EPS of 28.55% in 2011 and 39.26% in 2010.reasion of the low EPS as compare to Maruti Suzuki is that the company also holds interest bearing funds in its capital structure and company also covers very less market share in domestic passenger vehicle segment.
The inventory turnover ratio is also very low it is 13.86 in 2011and 13.50 in 2010.this shows that company is not operating very smoothly  and capital assets is not utilized properly.
Beyond the numbers
Looking in to the present market scenario and future growth in the luxury passenger vehicle segment and huge domestic market of commercial vehicle, the company is investing its funds in the foreign subsidiary companies. The company is also showing the consistence performance in the commercial vehicle segment with the market share of 64 % in India.
By observation and analysis it is found that the company should hold their existing position and concentrate on the small car passenger vehicle segment to improve its market share.
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