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Case study for Cash Flow

1. Company Introduction

* XYZ Company is a very famous Textile Company in Theni. From 2006
the company's revenue increased rapidly.

* But if we look at the Cash Flow Statement, the Operating Cash Flow was
always negative.

2. Main Problem

* Even though the revenue was high, there was low cash on hand.
Reason:

The company had too much inventory.

* In 2020, the Inventory was 62%, but by 2024 it had become 95%.

That is, since it kept too many items for sale in stock, money turned into a
commodity and did not circulate in hand.

3. Reality:

* If you look at the Income Statement, it looked like the company was in
profit.

* But if you look at the Cash Flow Statement, the company was
experiencing a liquidity problem.

* As a result, the company had to take loans to operate.

4. Mistakes:
1. Inadequate inventory management — keeping too much stock.

2. Ignoring Cash Flow Analysis — making management decisions based only
on profit.




5.Solutions:

Cash Flow Statement is important — looking at Income Statement alone
does not reveal the true situation.

1. Inventory control is necessary — keeping only the amount of material
required for sale in stock, a report called Material Management Chart was
prepared.

2. Liquidity Management — planning to circulate money daily, for this
Admin Review meeting was started every month.

3. Working Capital Efficiency — fair credit terms were set with suppliers.
For this, a checklist was created in the EDP Department. Thus, the
payment to be sent to the Vendor was made properly.




