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ABSTRACT

This work reveals the impact of cash management on profitability of SMEs subject to the following objectives; 

To determine formal cash management practices in Sekawa Agencies Garage (U) Limited, determine the profitability of Sekawa Agencies Garage (U) Limited and establish the relationship between cash management and profitability of Sekawa Agencies Garage (U) Limited

Respondents who took part in this study were randomly selected and data was collected using questionnaire method and additional information from the company’s records.

The study indicates that cash management improves the profitability of Sekawa Agencies Garage (U) Limited as an SME when formal cash management practices are adhered to by the employees, monitored and controlled by management 

The following recommendations were made in respect from the study:

Adoption of speedy ways of collecting receivables from trade debtors like the use of the electric wire transfer of funds for instance the use of Mobile Money services offered by Telecom companies Computerization of transaction recording by use of spread sheets to facilitate easy transaction recording, tracking and updating.

Adoption of an internal auditing mechanism on a timely basis which ensures integrity and transparency in reporting, recording of transactions and adherence to proper cash management practice and company staff should attend seminars and workshops to equip them with skills and knowledge on managing company funds.

CHAPTER ONE
1.0 Introduction 

1.1 Background

Cash is the most liquid asset, is of vital importance to the daily operations of the business firms. Efficient cash management is crucial to the solvency of the business because it's the focal point of funds flows in a business. Though cash serves the various functions if it's idle it has an opportunity cost. The liquidity provided by cash holdings at the expense of profits sacrificed by foregoing alternative investment opportunities.

Cash managers should practice effective cash management through different aspects which include: cash budgeting, optimal cash balance, long term cash forecasting, reports for control monitoring collections and receivables, options for investing surplus funds and strategies for investing surplus funds. (Chandra, 2004)

Cash management is concerned with the managing of cash inflows into and out of the firm, cash flows within the firm, cash balances held by the firm at the point of time by financing deficit or investing surplus cash. (Pandey, 1999)

Profitability is financial benefit that is realized when the amount of revenue gained from a business activity exceeds the expenses, costs and taxes needed to sustain the activity. Any profit that is gained goes to the business's owners, who may or may not decide to spend it on the business. For many small businesses profits equals to owner's pay check. if your profitability from operations does not generate enough cash flows you don't get paid. "An unprofitable business fails unless outside money is continually pumped in. (Van Horn, 2002)
Sekawa Agencies Garage (U) Ltd. was established in 2003 as a partnership and incorporated as a private limited company in 2006. The company deals in supplies and distribution services of office equipment, foodstuffs scholastic materials and other merchandise to complement it’s garage services. Like most SMEs the company managers are its owners and employs a small staff to carry out it’s operations. The company distributes merchandise to schools, local governments, NGOs, hospitals, tertiary institutions and public parastatals among others as it’s customer base.
Cash available for trade activities of the firm has an important multiplier effect due to its turnover ratio.
 Higher cash turnover ratios enable managers to minimize short-term investments whose rates of return are relatively lower compared to long-term investments and consequently increase profitability. Thus due to ineffective cash management practices lower the cash turnover ratios thus reducing company liquidity thus decreasing it's profitability. Three improvement aspects in a sound cash management policy which includes cash standards, cash terms and cash collection efforts. (Ricci et al, 2000). 

 1.2 Statement of the Problem

 Cash management is generally acknowledged as the single most pressing concern of SMEs. Cash flow is the lifeblood of all growing businesses and is the primary indicator of business health. The effect of cash flow is real, immediate and, if mismanaged, totally unforgiving. Cash needs to be monitored, protected, controlled and put to work (Marie, 2001). However, it was reported that among the problems that affect Small & Medium Enterprises in Uganda leading to their failure were negative cash flows (34%) and poor record keeping at (33%), (Tushabomwe, 2006). This leaves the gap for the researcher to in investigate about the impact of cash management on profitability of SMEs in Uganda with a case study of Sekawa Agencies Garage (U) Ltd.  

1.3 Purpose of the Study

The purpose of the study is to assess the impact of cash management on the profitability of Small and Medium Enterprises in Uganda.

1.4 Objectives of the Study

1 To evaluate the effectiveness of cash management in Sekawa Agencies Garage (U) Ltd.

2 To assess the profitability of Sekawa Agencies Garage (U) Ltd.

3 To establish the relationship between cash management and the profitability of Sekawa (U)            
       Ltd.

1.5 Research Questions

(i) How effective is cash management in Sekawa Agencies Garage (U) Ltd?

(ii) How is profitability determined in Sekawa Agencies Garage (U) Ltd?

(iii) Is there a significant relationship between cash management and profitability of Sekawa Agencies Garage (U) Ltd?

1.6 Scope of the Study

1.6.1 Subject Scope

The study concentrates on assessing the impact of effective cash management on profitability of Small and Medium enterprises.

1.6.2 Area Scope

The study will be conducted in Wandegeya because it's where the head quarters of Sekawa Agencies Garage (U) Ltd are located.
.

1.6.3 Time scope

The study will cover financial transactions between 2008 and 2009.

1.7 Significance of the Study

  The study will be of significance in the following aspects;

(i) The research will give rules and guidelines helpful in evaluating the quality of cash management and profitability.

(ii) The research will provide valid and reliable evidence to facilitate the best practice of cash management in SMEs

(iii) The results from the study will provide in-depth cash management inefficiencies and recommend appropriate solutions to problems facing SMEs in cash management

(iv)  The research will be a partial fulfillment for an award of Bachelors Degree in Commerce.

CHAPTER TWO
2.0 Literature Review 

2.1 Introduction

This chapter tackles the existing literature about cash management and profitability. It high lights the vast knowledge about cash management and profitability as obtained from text books, journals, periodicals, bulletins among others is hereby presented.   

2.2 Cash Management
Cash management can be seen from two different perspectives depending on how many responsibilities it includes: basic cash management (Treasury Management) and Advanced Cash management. Specifically Basic cash management handles actual cash management at companies, and one of it's main function is to establish the optimum cash level so that payments can be made and received for proper operations of the company. The Second concept includes not only Treasury management per se but also other tasks such as treasury forecasting, negotiation and establishment of relationships with financial institutions and financial risk management. (Leire, et al 2008)
Basic cash management refers to that part of working capital that makes up the optimum level needed by the company. However, if the profit opportunities available in the process cash flow creation are to be maximized, this scope must be broadened to take operational decisions in optimum cash levels are influenced by other factors outside the restrictive concept of "treasury" (Pidando, 2001). 
Cash management is the stewardship or proper use of an entity's cash resources. It serves as means to keep an organization functioning by making the best use of cash or liquid resources of the organization. The function of Cash management at the U.S Treasury is threefold; to eliminate idle cash balances because every dollar held as cash rather than used to augment revenues or decrease expenditures represent a lost opportunity, timely deposit collections as having cash in hand is better than having cash accounts receivables since is most liquid compared to accounts receivables and it's risk, proper timely disbursements, some payments must be made on specified or legal dates. (Avnish, 2009)  
Torre (1997) defines cash management as a set of techniques that act on the short-term liquidity of a company, and at the same time affect those factors and processes that translate immediately into cash, with the ultimate aim of increasing the profitability of the company and improving working capital management. Cash management has become a critical part of the business operation today. There are various cash management techniques that can help business manage their cash better.
 It is essential to make sure that a company has enough cash flow to keep the operations running smoothly. The different types of techniques that can be used to manage cash involve forecasting cash budgets, speeding up collections, and monitoring receipts and payments. Most companies want to keep a minimal amount of cash at hand. Cash must be held for transactions, bank payments, and potential emergencies. “The second major reason for holding cash results from the practice of holding balances to compensate for loans on bank accounts. (http://oppapers.com, 2009)
Cash managers undertake various tasks in all areas of cash management, such as management of payments made and received, monitoring of liquidity of banking operations, short-term cash forecasts, management of account balances at value dates, negotiation with banks, and management of cash deficit funding.
Corporations are also encouraged to hold cash, within reasonable limits, to bolster their balance sheets and attract other forms of investment capital. Cash balances can fluctuate wildly and so most of a corporation’s cash needs to remain quite liquid, invested in very short term assets such as commercial papers, money markets funds, or repos. However, some amount of cash tends to reside on corporate books more or less permanently. Developing and administering well reasoned cash management programs can help corporations to invest such cash more efficiently and hence generate yet more cash and profits, with benefits to the firm’s bottom line and balance sheet. (Frank, 2000)
2.2.1 Problems in cash management

 According to (Denise,2007)one of the most important problems in daily cash management of enterprises in general and especially those who are in the process of expansion, management of resources in cash and short-term financing. It is common circumstances exist in which, following its own policy of receipts and payments suppliers obligations, cash management practices are generated to deal with situations involving payments a major effort in what refers to financial cost. 

Thus, effective practices for cash management can help an orderly and clearly reflecting those obligations to be assumed by the company, accrued over the term of the year, with the ability to locate and identify all the concepts involved nature, greatly facilitating the decision-making and the anticipation of unexpected problem situations. 

2.2.2 Reasons for effective cash management in SMEs 

(Denise, 2007)The first reason why it is necessary to make good cash management is that financial resources available to companies to meet their activities are always limited. At the same time, the funding structure of most SMEs is inefficient; since many times the pace of increased sources of financing has been less than the rate at which the activity has grown, even to cover sometimes long-term investments with short-term resources. 

Another reason is the condition of SMEs, which generally entails a low bargaining power against suppliers and clients, thereby adapting to the conditions of payment and collection they offer, and unable to come to negotiate the conditions really agree to the company. As a result of these circumstances, the company may have numerous problems arising from lack liquidity, which stresses the need for good management in this area to try to avoid, in turn, a bad image towards financial and operational providers. 
 2.2.3 Benefits of effective cash management

The main purpose of optimal management of the cash is: 

 It prevents insolvency or bankruptcy arising out of the firm’s inability to meet its obligations thus its an essential tool for financial planning, allowing sufficient time to negotiate with the necessary financial resources.

 With the information that gives us a cash management system is accessed making more informed decisions that would be available and optimization of available resources.  Facilitate greater predictability and anticipation of cash flows into the business which enhances effective liquidity management. 
 Its helps in   fostering a good relationship with the trade creditors and suppliers as prompt payments may help the firm’s cash management this lead to a reduction of financial costs thus decreasing the expenditure of the business and increased efficiency of the firm.
Cash discounts can be availed to firm’s customers are make payments on the due date (Khan et al 2005) 
   2.2.4 Reasons for need for cash by a firm 
Many small business owners don’t understand the importance of maintaining a healthy cash flow. More than anything else, cash flow determines the success or failure of a small business. Small Business Cash Flow covers all the basics of cash flow, from selecting a great accountant, to keeping money flowing in and out of the business, to budgeting and record-keeping. There are four main reasons for holding cash:

Transactions, cash balances are necessary to conduct business. Payments such as salaries and wages must be made, and receipts from debtors are deposited in the firm’s bank account. Should the firm have insufficient cash to cover the transactions that require cash settlement, the company will be at risk.
 Precautionary motives cash in flows and out flows are unpredictable, the level of variability and risk varying among industries and firms. For this reason cash balances need to be held in reserve to cover random or unforeseen fluctuations in cash flows. The greater the uncertainty relating to cash flows, the larger are necessary cash balances. An alternative to hold short term deposits which are less liquid than cash but provide income in form of interest received.

Speculation, cash balances may be held to enable a firm to take advantage of any bargain purchases that might arise. However, as with precautionary balances, firms are more likely to rely on overdraft facilities than hold cash to cover such events.
Loan covenants.  In granting of loans to firms, banks or other financial institutions might specify the amount of liquidity that the company needs to maintain. These requirements are known as loan covenants and they specify cash holdings that should not be less than any percentage of short term liabilities (Carlos et al 2007)     

2.2.5 Strategies of cash management

The strategies of cash management that have been identified and practiced include cash planning, managing cash flows, optimum cash level or balance and investing of the surplus cash. Cash management is evolving with the increasing acceptance and use of electronic payments, such as debit cards. Shifting from paper-based payments to electronic transfers reduces the uncertainty in cash flow forecasting.  The change in form of payment decreases both float and per item transaction costs. Stumbling blocks to the complete switchover to electronic payments include the initial equipment investment for businesses and resistance by consumers who still prefer checks. (Shulman et al, 1985)

Cash Planning

This refers to the technique of planning and controlling of the use of cash in enterprise. The "cash poor" position of the firm can be corrected if it's cash needs are planned in advance Thus cash planning can help to anticipate the future cash flows and needs of the firm and reduces the probability of idle cash balances which lowers profitability and cash deficits which can cause failure. Cash planning may be done daily, weekly or on monthly basis. Medium sized firms may not prepare weekly and monthly forecasts and small firms may not prepare formal cash forecasts but prepare cash projections (Chandra, 2004). 

Short Term Forecasting

The important functions of short term forecasts are to determine operating cash requirements, to anticipate short term financing and to manage investment of surplus cash. Short term forecasts help to determine the cash requirement for a pre-determined period to the business. If cash requirements are not determined, it would not be possible for the management to know how much cash balance to keep at hand in the bank and to what extent bank financing can depend upon and whether surplus funds would be made available to be invested in marketable securities.
Long Term Forecasting

These forecasts may be made for two or five years and prepared to give an idea of the company's financial requirements in the fore seeable future. The long term forecasts indicate company’s future financial needs, evaluate proposed capital projections and improve on the corporate planning of the enterprise. (Pandey, 1998)
2.2.6 Managing of cash flows
The cash flow statement is a report on the cash your business has available right now and shows (in and out) of money in your business. It’s a snapshot in time of cash available from your business minus any receivables or payables. It includes the operating activities section, financing activities section and investing activities section (Denise 2007)
 A firm's cash flow is the movement of cash in and out of the firm in the form of payments to suppliers and collections from customers. Cash flows typically arise from three sources: operations, investing, and financing (Rosemary, 2009). All businesses will in any period, have both cash receipts exceeded disbursements with the net balance either as a surplus if receipts exceed disbursements or as a deficit if receipts are less than the disbursements. To ensure that the cash receipts and disbursements are synchronized and zero net balance is realized, the manager should design measures to;


Accelerate the cash receipts into the firm.


Delay the disbursement of cash out of the firm.

The net effect of these two actions if taken simultaneously is coming close to zero net  cash balances Cash collections should be sped up while cash disbursement are tightly controlled. Not that delay of disbursement should lead t ethical problems of the business. The various collections and disbursement methods by which a firm can improve it’s cash management efficiency contribute to profitability. They exercise a joint impact on the overall efficiency of cash management. The idea is to collect accounts receivables as soon as possible, but pay accounts payables as late as is consistent to with maintaining the firm’s credit standing with suppliers (Van Horne, 2002)

Accelerating Cash Collections

(Chandra, 2004).This simply means reducing the delay between the customer pay their bills and the time checks are collected and become usable funds for the firma number of methods are designed to speed up the process of collection and these include:

Reduce on the period during which payments received by the firm remained uncollected funds.

Speed up the movement of funds to the disbursement banks. This is through expeditious collection of cheques; the aspect of an efficient management is to process cheques as quickly as possible.

Prompt billing which is the time lag between the dispatch of goods or provision of services and the sending of bills. By preparing and sending the bills promptly ensures early remittances from customers.

Delaying of Disbursements

The objective in delaying disbursements is to slow them down as much as possible. The combination of the collection and disbursement of funds ensure availability of funds. This can be done by playing a float and the use of drafts which are used to delay the time the firm actually has to have funds on deposits at its bank (Chandra, 2004).

2.2.7 Maintaining the Optimum Cash Balances 

Another aspect of cash management knows the optimal cash balance. There are a number of methods that try to determine the optimal cash balance, which should be targeted so that   costs   are minimized and yet adequate liquidity exists to ensure bills are paid on time. One of the first steps in managing the cash balance is measuring liquidity. There are numerous ways to measure this, including: cash to total assets ratio, current ratio (current assets divided by current liabilities), quick ratio (current assets less inventory, divided by current liabilities), and the net liquid balance (cash plus marketable securities less short-term notes payable). The higher the number generated by the liquidity measure, the greater the liquidity and vice versa. There is a trade off, however, between liquidity and profitability that discourages firms from having excessive liquidity.
One of the primary responsibilities of finance managers is to maintain a sound liquidity position of the firm so that dues may be settled in time. The cash manager should determine the appropriate amount of cash balance. If the firm maintains small cash balance, it’s liquidity position is weakened and can not meet the due obligations but higher profitability can be attained if by investing released funds in profitable opportunities. Thus a firm should maintain optimum cash balances neither too small nor too large. (Shulman et al, 1985)
Whether they work in a small business or MNC, financial managers need to know how much cash to keep on hand. Cash earns no returns for the business owners and businesses that accumulate as much cash may fail because it earns no returns to the stockholders thus cash should be obtained for it’s own sake and should be considered as the “grease” that enables the machinery of the firm to run and Cash management is the process of controlling how much of this grease is needed and where to apply it (Gallagher et al, 2007)
  2.2.8 Investing Surplus Cash

Whenever the cash balance reaches the maximum level the difference between maximum and minimum levels should be invested in marketable securities. When the balance falls to zero, marketable securities should be sold and proceeds transferred to working cash balances. Excess cash should normally be invested in marketable securities which can conveniently and promptly be converted into cash to meet it's variables cash requirement and future contingencies (Erik, 2007).
A company may temporarily have excess cash that is not needed for use in it’s current operations. This is often the case when a company has seasonal operating cycles. Instead of letting cash remain idle in a checking account or cash till most companies invest their cash in temporary investments in order to earn interest, dividends, realize capital gains on market price from the debt and equity markets
Companies may also invest in the debt and equity of another company as along term investment. Long term investments may be held for  interest returns, dividends, and capital gains but such investments have strategic purposes such as reduction of costs incase of take over opportunity, replacement of management, expansion, and integration of the business (Carl et al 2009) 
For a company’s short term investments there are several options available including different bank accounts, which is the most liquid option. The most common ones are regular transactions accounts, fixed-interest accounts and corporate group accounts. There are several different transactions accounts which are foremost used for the company’s receivables and payables and can also be connected with a credit. The corporate group account is an account where all the groups’ subsidiary accounts can be seen. (Sanna and Sandra 2009) there are also more specific accounts which can be tailored for the company.

These accounts are either fixed interest accounts for 30 days or used as a regular account with variable interest.

2.3 Profitability

This refers to measure of the amount by which the company's revenues exceed it expenses. Whether you are recording profitability for the past period or projecting profitability for the coming period, measuring profitability is the most important measure of the success of the business. A business that is not profitable cannot survive. Conversely, a business that is highly profitable has the ability to reward its owners with a large return on their investment. Increasing profitability is one of the most important tasks of the business managers. Managers constantly look for ways to change the business to improve profitability. These potential changes can be analyzed with a pro forma income statement or a Partial Budget. Partial budgeting allows you to assess the impact on profitability of a small or incremental change in the business before it is implemented. (Hofstrand, 2006) 

Profitability of a firm can be measured by computation of Profitability ratios. These ratios will help to evaluate your business profit performance for a particular period. In the process you will assess the returns generated on sales, total assets and capital. (Marie, 2001) The following are the mostly commonly used profitability ratios;

Gross Profit: Refers to sales less cost of goods sold. These figures are extracted from the Profit and Loss Statement.

  Gross Profit = Sales- Cost of Sales
 Gross Profit Margin = (Gross Profit/Sales)*100

The ratio of gross profit to sales should be relatively constant for a business and the industry, irrespective of fluctuations in the net profit ratio. If your gross profit margin has been decreasing overtime, it may mean that your selling prices are not increasing in line with the cost of goods sold.

Net Profit Margin

This represents how much of each sales dollar is left for the owner(s) after all costs have been met. It’s calculated as follows.

   Net Profit Margin = Net Profit/sales *100
The figure usually used for comparison purposes is net operating profit. It’s operating profit after income tax, but excluding extraordinary items.

Return on Assets (ROA)

This ratio measures how effectively your business uses it’s assets to produce more income. Of if you prefer, the average rate of return earned by your business’ assets over a set period.

This ratio is computed by dividing the operating profit after tax by average total assets.

Return on Assets = Operating Profit after Income Tax/Average total assets.

A high return on total assets can be a result of high profit margin, a rapid turnover of assets, or a combination of both.

Return on Equity

 This refers to the measure of the rate of return on shareholders’ or owners investment. It assesses the net profit performance against the money the owners have invested in the business.

Return on Equity = Operating Profit after income Tax/ Owner’s equity

The rate of return can be compared to what you would have earned had you invested your capital in the share market or in a bank account during the same period. If your business has a high return of assets or uses debt financing extensively, the rate of return is likely to be higher. Also note that for companies the percentage of return on equity may in reality be higher than what you have calculated, as the operating profit would take into account any salaries paid to yourself or other owner-employees.

2.4 Relationship between Cash Management and Profitability of Small and Medium         Enterprises.

The Cash Flow Budget is the first step in developing your Cash Flow Statement, utilizing the numbers generated through your Profit Analysis and Income Statement and your Balance Sheet. The Cash Flow Budget is a great tool to manage and plan your levels of Cash Flow (Denise 2007). The relation between profitability and liquidity was examined, as measured by current ratio and cash gap (cash conversion cycle) on a sample of joint stock companies in Saudi Arabia using correlation and regression analysis. The study found that the cash conversion cycle was of more importance as a measure of liquidity than the current ratio that affects profitability (Eljelly, 2004).

The cash conversion cycle increases it will lead to decreasing profitability of the firm, and managers can create a positive value for the shareholders by reducing the Cash Conversion cycle to a possible minimum level. We find that there is a significant negative relationship between liquidity and profitability. (Raheman et al, 2007)
2.5 Conclusion.

Firms that invest heavily in inventory and trade credit can suffer reduced profitability. Thus, the greater the investment in current assets, the lower the risk, but also the lower the profitability obtained. On the other hand, trade credit is a spontaneous source of financing that reduces the amount required to finance the sums tied up in the inventory and customer accounts. But we should bear in mind that financing from suppliers can have a very high implicit cost if early payment discounts are available. In fact the opportunity cost may exceed 20 percent, depending on the discount percentage and the discount period granted (Smith, 1997). In this respect, previous studies have analyzed the high cost of trade credit, and find that firms finance themselves with seller credit when they do not have other more economic sources of financing available (Rao, 1989).
Some previous studies have used this measure to analyze whether shortening the cash conversion cycle has positive or negative effects on the firm’s profitability. Specifically, (Shin and Soenen 1998) analyze the relation between the cash conversion cycle and profitability for a sample of firms listed on the US stock exchange during the period 1974-1994. Their results show that reducing the cash conversion cycle to a reasonable extent increases firms’ profitability.  

CHAPTER THREE
3.0 Methodology
3.1 Introduction
This Chapter highlights the sampling design and procedure. It also states the data collection methods and data processing analysis used by the researcher and the problems encountered by the researcher while carrying out the research. 

3.2 Research Design
The researcher used a descriptive research design that involved systematic collection and presentation of data to give a clear insight with an aim to discover the extent of the problem. This study highlighted cash management strategies employed by SMEs and their impact on profitability.

 3.3 Study Population and Sample Size 
3.3.1 Study Population:

The population comprised of both female and male respondent having a stake in Sekawa Agencies Garage (U) Ltd as managers (owners) and employees. 

3.3.2 Sample Size
Table 3.1 showing the Sample Size of the Study.
	Respondent
	Population
	Sample Size
	Percentage

	Owners
	6
	4
	67%

	Employees
	12
	10
	83%

	Total
	18
	14
	77%


Source: Targeted Survey







3.4 Sampling Methods and Procedures

3.4.1 Purposive sampling:  This researcher identified the respondents to provide the relevant information about the study. The respondents selected included managers and employees of Sekawa Agencies Garage (U) Ltd.     

3.4.2 Stratified sampling: This technique divided the population into strata of Managers (owners) and Employees with a population of 6 and 12 respectively thus total population of 18.

3.4.3 Simple Random Sampling: Out of the population of 6 managers 4 respondents are selected representing 67% of managers and from a population of 12 employees 10 respondents are selected representing 83% of employees. This represents 77% of the total population.
3.5 Sources of Data
3.5.1 Primary Data

The raw data was obtained from the field by use of self administered questionnaires. Questionnaires were filled as appropriate to each respondents’ category either as Managers (Owners) and Employees of Sekawa Agencies Garage (U) Ltd.
3.5.2 Secondary Data

This data was obtained from published materials, which includes journals, text books, report and guides. The Online information will be used to supplement other data and provide updated materials about the variables.



3.6 Data Collection Methods
3.6.1 Questionnaire method:

This involved preparation of self questionnaires which were sent to the respondents to provide the relevant responses to the study
3.7 Data Processing, Analysis and Presentation
3.7.1 Data Processing; Data was collected sorted and organized then coded and tabulated to reveal percentages and frequency tables.

3.7.2 Data Analysis; Data was analyzed using SPSS and interpreted in relation to interpretation of findings to meet the objectives of the study and also enable easy understanding of findings.

3.7.3 Data Presentation; The data was presented in form Percentages, frequency tables and which helped in the establishment of the relation ship between cash management and profitability of the firm.
3.8 Limitations to the Research Study

1 Limited fund, the researcher was affected by inadequate funding to carry out various research activities. However the researcher endeavored to do most of the research activities by himself where it’s possible. 
2 Limited time to carry out the study effectively affected the accomplishment of the study and it’s accuracy. But the researcher planned and managed time to balance the research study and other priorities.
CHAPTER FOUR
4.0 Presentation, Analysis and Discussion of Findings
4.1 Introduction

This chapter deals with the presentation and interpretation of the findings of the study, it was done on the basis of specific objectives of the study and in relation to the reviewed literature. The findings were presented with the help of tables for purposes of easier understanding, clarity and interpretation.
4.2 Background of the Respondents:
4.2.1 Findings on gender of the respondents

Table 4.1 showing findings on gender of respondents
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Female
	3
	21.4
	21.4
	21.4

	 
	Male
	11
	78.6
	78.6
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

From table 4.1 above out of 14 respondents, only 3 were females that are employed in Sekawa Agencies Garage (U) Ltd represented by 21.4% against 78.6% of males. 
4.2.2 Findings on the Educational level of the respondents
Table 4.2 showing findings on Education level of respondents
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Secondary
	3
	21.4
	21.4
	21.4

	 
	Tertiary
	11
	78.6
	78.6
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

Table 4.2 above shows that most of the employees of Sekawa Agencies Garage attained at least tertiary level of education represented by 79% and 21% reached the secondary level of education. This indicates that Sekawa Agencies Garage employs only the educated class thus all the employees have knowledge on the effective use of cash.

4.2.3 Findings on the age bracket of the respondents
Table 4.3 showing findings on age bracket of the respondents

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	below 25
	4
	28.6
	28.6
	28.6

	 
	25-34
	7
	50.0
	50.0
	78.6

	 
	35-44
	2
	14.3
	14.3
	92.9

	 
	45-54
	1
	7.1
	7.1
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source Primary data

From table 4.3 above, 50% of the respondents were aged between 25-34 years. This shows that Sekawa Agencies Garage (U) Ltd employs fairly youthful staff. This may be because people within this age bracket are competitive and innovative and can sustain the company’s going concern.
4.2.4 Findings on the position held by respondents in the company
Table 4.4 showing positions held by respondents in the company
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Manager
	4
	28.6
	28.6
	28.6

	 
	Employees
	10
	71.4
	71.4
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

Table 4.4 above shows that 10 of the respondents are employees which represent 71.4% while 4 were managers represented by 28.6% of the respondents. This is in conformation with the sample size selected. Managers are the owners of the company as most SMEs are operated. 

4.3 Cash Management
4.3.1 There are formal cash management practices in the company
Table 4.5 showing whether the was formal cash management in the company

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	3
	21.4
	21.4
	21.4

	 
	Agree
	11
	78.6
	78.6
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

Table 4.5 above shows that all the respondents agreed that there were formal cash management practices in the company. This is justified as 21.4% strongly agreed and 78.6% agreed. Therefore Sekawa Agencies Garage (U) Ltd. has formal cash management practices which included preparation of cash budgets and a cash flow statement monthly and quarterly respectively. 
4.3.2 The company offers incentives to accelerate payments from customers.
Table 4.6 showing whether the company offered incentives to customers to accelerate payments
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	2
	14.3
	14.3
	14.3

	 
	Agree
	12
	85.7
	85.7
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

All the respondents agreed that the company offered incentives to accelerate payments from customers. According to the interview held with one manager, such incentive were cash discount of 2.5% to it’s customers who purchase merchandise that totals shillings 750,000/- to 1,500,000/- and 5% to those who purchase above shillings 1,500,000/- and also offers a favorable pay back period its customers
4.3.3 The company’s credit policy is effective
Table 4.7 showing effectiveness of the company’s credit policy

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Agree
	12
	85.7
	85.7
	85.7

	 
	Not sure
	1
	7.1
	7.1
	92.9

	 
	Disagree
	1
	7.1
	7.1
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

Table 4.7 above indicates that 86% of the respondents agreed that the company’s credit policy was effective. However, some respondents disagreed with the statement. This means that the company’s credit policy was not wholly effective but the Profit and Loss statements reflects no bad debts written off which implies that the company collects its receivables from customers.
4.3.4 Goods are predominantly sold on credit
Table 4.8 showing if goods were predominantly sold on credit

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	8
	57.1
	57.1
	57.1

	 
	Agree
	6
	42.9
	42.9
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

Table 4.8 above indicates that all the respondents agreed that the company’s goods were predominantly sold are credit. This means that supplies are mostly made on credit. This has a direct impact on cash management and profitability. The company has to forego it’s cash receipts and maintain a good relationship with it’s customers. 
4.3.5 The company has a strong relationship with its suppliers
Table 4.9 showing relationship of the company with suppliers

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	1
	7.1
	7.7
	7.7

	 
	Agree
	9
	64.3
	69.2
	76.9

	 
	Not sure
	1
	7.1
	7.7
	84.6

	 
	Disagree
	2
	14.3
	15.4
	100.0

	 
	Total
	13
	92.9
	100.0
	 

	Missing
	System
	1
	7.1
	 
	 

	Total
	14
	100.0
	 
	 


Source primary data

From the table 4.9 above, 78% of the respondents agreed that the company had a strong relationship with its suppliers. This provides the company to have a favorable bargain power with its suppliers and negotiate goods prices and have favorable trade credit and trade discounts. This facilitates the company to also provide to its customers on credit.
4.3.6 The company pays most of it is obligations in time
Table 4.10 showing if the company paid it is obligations in time

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	1
	7.1
	7.1
	7.1

	 

	Agree
	1
	7.1
	7.1
	14.3

	 
	Disagree
	11
	78.6
	78.6
	92.9

	 
	Strongly disagree
	1
	7.1
	7.1
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source primary data

Table 4.10 above, indicates that 78.6% of the respondents disagreed with the statement that the company paid off it is obligation in time. This shows that Sekawa Agencies Garage (U) Ltd does not pay its obligation in time. The company makes salary payments to its staff in installments though it has to be on monthly basis. Payment of the whole salary to the employees may threaten the Company’s 
4.3.7 The company always has sufficient cash to meet its obligation

Table 4.11 showing liquidity of the company
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Agree
	3
	21.4
	21.4
	21.4

	 
	Disagree
	11
	78.6
	78.6
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

Table 4.11 above shows that Sekawa Agencies Garage (U) Ltd in most cases does not have sufficient cash to meet its objectives. This could partly be so because the company sales are predominantly made on credit.
4.3.8 The company prepares a cash budget for its operation

Table 4.12 showing if the company prepared cash budgets for its operations

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	1
	7.1
	7.1
	7.1

	 
	Agree
	9
	64.3
	64.3
	71.4

	 
	Not sure
	1
	7.1
	7.1
	78.6

	 
	Disagree
	3
	21.4
	21.4
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

From table 4.12 above shows that 71% of the respondents agreed that the company prepares cash budgets for its operations this is the most crucial cash management technique which is the basis of other cash management techniques and facilitates effective cash planning for both current cash resources and expected cash flows.  

4.3.10 Owners have unlimited access to the company bank account
Table 4.13 showing if owners had unlimited access to bank account

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	11
	78.6
	78.6
	78.6

	 
	Agree
	3
	21.4
	21.4
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data

Table 4.13 above shows that all respondents agreed that owners of Sekawa Agencies Garage (U) limited had unlimited access to the company bank account this implies that anybody with access to the company bank  account can use the company cash resources for personal business if necessary control measures are not undertaken.
4.4 Profitability:
 4.4.1 The company’s Gross Profit increased between 2008-2009 financial periods
Table 4.14 showing findings on the Gross Profit of the company
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	3
	21.4
	23.1
	23.1

	 
	Agree
	10
	71.4
	76.9
	100.0

	 
	Total
	13
	92.9
	100.0
	 

	Missing
	System
	1
	7.1
	 
	 

	Total
	14
	100.0
	 
	 


Source: primary data
From Table 4.14 above, 71.4% the respondents agreed that the company’s profit had increased over the period 2008 to 2009 as Gross Profit Margin was 12.8% and 13.1% respectively (Appendix).
4.4.2 The company’s Net Profit Margin increased between 2008-2009 financial years

Table 4.15 showing findings if company’s Net Profit increased
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	4
	28.6
	30.8
	30.8

	 
	Agree
	9
	64.3
	69.2
	100.0

	 
	Total
	13
	92.9
	100.0
	 

	Missing
	System
	1
	7.1
	 
	 

	Total
	14
	100.0
	 
	 


Source: primary data
All the respondents agreed that the company’s Net Profit Margin had increased between the financial years 2008-2009 from 7% to 8.3% respectively (Appendix)
4.4.3 The firm’s Operating Profits improved between 2008-2009 financial years

Table 4.16 showings findings if the company’s Operating Profits increased
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	4
	28.6
	30.8
	30.8

	 
	Agree
	9
	64.3
	69.2
	100.0

	 
	Total
	13
	92.9
	100.0
	 

	Missing
	System
	1
	7.1
	 
	 

	Total
	14
	100.0
	 
	 


Source: primary data
From the table 4.16 above, it is clear that the firm’s operating expenses improved in the financial year 2008-2009

4.5 Relationship between Cash Management and Profitability Of Sekawa Agencies Garage (U) Ltd.
4.5.1 Proper planning and controlling of the use of cash in the company always improves the profitability of the firm


Table 4.17 showing findings on proper planning and controlling of cash
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	10
	71.4
	71.4
	71.4

	 
	Agree
	4
	28.6
	28.6
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data
Table 4.5.1 above shows that all the respondents agreed with the statement but managers still have unlimited access to the accounts of the company which still compromise the effectiveness of cash management to improve on the profitability of the company as funds may be diverted to their private business.

4.5.2 Short term forecasting of the cash flows in course of the business is reflected in the profitability performance of the financial year

Table 4.18 showing findings showing short term cash forecasting
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	5
	35.7
	35.7
	35.7

	 
	Agree
	8
	57.1
	57.1
	92.9

	 
	Disagree
	1
	7.1
	7.1
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data
Table 4.18 above indicates that the Company makes short term cash forecasts in the course of its business operations. The company prepares cash budgets and cash flow statements quarterly and monthly respectively to monitor the current and future cash position of the company. This enable the management to make well informed decisions on cash management and enhance its liquidity position. 
4.5.3 In case of the long term forecast the company the company aims at maximizing high returns

Table 4.19 showing findings on whether company aims at maximizing returns using long term cash forecast 
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	4
	28.6
	28.6
	28.6

	 
	Agree
	5
	35.7
	35.7
	64.3

	 
	Not sure
	4
	28.6
	28.6
	92.9

	 
	Disagree
	1
	7.1
	7.1
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data
Table 4.19 above indicates that 64% of the respondents agreed with the statement. This indicates that Sekawa Agencies Garage (U) Ltd uses long term cash flow forecast to maximize profitability
4.5.4 Prompt payment enhances the company’s efforts to achieve its budget significantly

Table 4.20 showing findings whether prompt payment enhanced company efforts to achieve budget targets
	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	7
	50.0
	50.0
	50.0

	 
	Agree
	7
	50.0
	50.0
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data
Table 4.21 above indicates that all the respondents agreed with the statement but still the company sells it’s merchandise predominantly on credit in order to maintain a good relationship with bulk purchase customers but most of the clients clear their payments with the company on due date. 

4.5.5 The credit policy of the company enhances the firm’s efforts to improve on its profit position

Table 4.21 showing findings on credit policy of the company
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	2
	14.3
	14.3
	14.3

	 
	Agree
	11
	78.6
	78.6
	92.9

	 
	Disagree
	1
	7.1
	7.1
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data
Table 4.21 above indicates that 93% of the respondents agreed that company’s credit policy enhances on profit position as most of the customers make payments on negotiated terms with the company. If there are no measures in place for clients who make payments after the due date of payment this affects the company’s target budget.  

4.5.6 The relationship with the suppliers facilitate the company with opportunity to improve on its sales

Table 4.22 showing findings on whether suppliers facilitate the company with opportunity to improve on it’s sales.
	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	4
	28.6
	28.6
	28.6

	 
	Agree
	10
	71.4
	71.4
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data
Table 4.22 above shows that all the respondents agreed with the statement. A good relationship with suppliers provides the company with favorable bargaining power on the terms of credit to the company. This enables the company to acquire a large stock for sale on credit from its suppliers which increases its sales base. Therefore Sekawa Agencies Garage (U) Ltd and other SMEs should focus on maintaining a good relationship with the suppliers.

4.5.8 In your opinion there is a significant relationship between cash management and profitability

Table 4.23 showing findings on relationship between cash management and profitability of Sekawa Agencies Garage (U) ltd

	 
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly agree
	10
	71.4
	71.4
	71.4

	 
	Agree
	4
	28.6
	28.6
	100.0

	 
	Total
	14
	100.0
	100.0
	 


Source: primary data
Table 4.23 above shows that all the respondents agreed with the statement. This is a bottom line statement that justifies that proper and effective use of cash improves the profitability of the company and all SMEs should focus on proper cash management practices as a basis of improved profitability and growth.
4.7 Correlation of Cash Management and Profitability
According to the third objective of the research the relationship between cash management and profitability, the respondents agreed that effective cash management facilitates improved profitability of the company and the correlation between cash management and profitability of Sekawa Agencies Garage (U) Ltd is shown below.
Table 4.24 showing Correlation between cash management and profitability of Sekawa Agencies Garage (U) Ltd
	
	
	CASH MANAGEMENT 2
	PROFITABILITY

	CASH MANAGEMENT 2
	Pearson Correlation

Sig. (2-tailed)

N
	1
.

14
	.642 (*)
.013

14

	PROFITABILITY
	Pearson correlation
Sig. (2-tailed)

N
	.642(*)
.013

14
	1
.

14


* Correlation is significant at the 0.05 level (2-tailed) is a positive correlation at 0.642 therefore cash management strongly improves on the profitability of Sekawa Agencies Garage (U) Ltd according to Pearson’s correlation coefficient as shown in table 4.24
.
CHAPTER FIVE
5.0 SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Summary of Findings
The responses prior to this chapter were in due respect to research questions given to respondents. The findings from the study show that effective cash management as a mechanism of any business to improve the profitability of Sekawa Agencies Garage (U) Limited among other activities in the business

5.1.1 Back Ground 

The responses reveal that most of the respondents are with a percentage of 78.6% against 21.4% of females 78.6% of the respondents acquired tertiary level education while 21.4% reached a secondary level of education. The underlying responses indicate that 50% of the respondents are aged between 25 – 34 years, 29% are aged below 25 years and 21.4% are aged above 35 years

5.1.2 Cash Management 

The underlying response indicate that Sekawa Agencies Garage (U) Limited implements formal cash management practices by preparing cash flow statements ,cash budget, offering incentives to customers to accelerate payments from customers for example cash discounts and favorable payment periods .

The company has an effective credit policy with most customers making payments on due date to take advantage of the discount offered. The company sales are predominantly made on credit facilitated by good relationship who offer the merchandise to the companion credit

The company post pones settlements for its obligation like salaries and wages, utilities to enhance its liquidity position. Company owners have a limited access to the company’s bank account which may compromise the effectiveness of cash management if appropriate measures are not under taken.

5.1.3 Profitability 
Sekawa Agencies Garage (U) Limited profitability increased in percentages as per 2008 and 2009 financial period. In 2008 Gross Profit Margin was 12.8% and Net Profit Margin was 7% and in 2009 Gross Profit Margin was 13.1% and Net Profit Margin was 8.3% .However actual figures of profits indicate that for financial period 2008 Gross Profit was 3815000 and Net Profit was 2092000 and in financial year of 2009 Gross Profit and Net Profit were 3397000 and 2170000 respectively  

5.1.4 Cash Management and Profitability 
There is a strong relationship between cash management and profitability of Sekawa Agencies Garage (U) Limited at 0.642 which is 64.2% since the company mostly employs un educated staff it can be reckoned on their competence to effectively manage the cash resource of the company to enhance its growth and ability to conduct its operations in today’s dynamic business environment.

5.2 Conclusions
The staff of Sekawa Agencies Garage (U) Ltd comprises of mostly males and quite educated with a minimum of secondary level education and an average age of between 25-34 years and top management is comprised of owners.
 The company prepares cash budgets and cash flows statements in order to manage it’s and improve it’s current cash  position for the smooth running of it’s operation. However managers of the company have unlimited access to the company bank account whish may compromise the effective management of company funds if appropriate measures are not undertaken
Sekawa Agencies Garage (U) Ltd determines it’s profitability by computing the Gross Profit and Net Profit for the financial periods of operation. The Net Profit Margin between financial periods 2008 and 2009 increased by 1.3% and Gross Profit Margin increased by 0.3% for financial years 2008 and 2009
Conclusively, the relationship between Cash Management and Profitability of Sekawa Agencies Garage (U) Ltd stands at 64.2% which is above average. Thus proper control, planning and management of cash enhance the profitability of the company. Therefore companies, SMEs inclusive should emphasize Cash Management practices and procedures to improve their profitability.
Recommendations
The managers of the company should adopt a formal procedure of accessing funds on the company’s bank account for instance cash withdrawals  should be endorsed by more than half the number of managers and in case of urgency, at least two managers must sign for approval of cash withdraw from the company’s bank account  

Managers of the company should attend work shops, seminars organized to equip SMEs with knowledge and skills to effectively carry out their businesses and manage cash proficiently. These avenues tend to provide solutions to problems faced by SMEs and will improve on the competence and skills of the staff in managing cash resources and in the long run improve the profitability of the company. 

The researcher recommends internal auditing of financial records periodically for instance quarterly before the end of financial period. This promotes and facilitates integrity and transparency in transaction recording and book keeping of the firm. It further checks on the implementation of formal cash management practices in the company.

The company should incorporate computerization especially the use of spread sheet application. This eases recording of transactions and keeps track on payments by the company to suppliers and settlement of other obligations and payments from company customer. Computerization of the transaction recording facilitates easy up dating of transaction on a timely basis

The company should adopt speedy ways of collecting receivables from its debtors in order to consolidate its liquidity position. These include sending reminders to customers, prompt billing to complement the discounts offered and the payment periods. The company should also take advantage of the wire transfer of funds from customers to reduce the cost of collecting receivable for instance Mobile Money services offered by Telecom companies.  

Areas for further Research 
This study report has only tackled Cash Management and profitability of SMEs .However other areas of further research are;

· Government Policies and SMEs Development and Growth.

· Information and Computing Technology and SMEs development

· Regional Emerging Markets and Development of SMEs 
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APPENDIX
Dear respondents 

I am Busuulwa Joshua a student of Makerere University pursuing a Bachelor of Commerce Degree. I am carrying out a research on Cash management and Profitability of Small and Medium Enterprises in Uganda. You have been selected to participate in this study and I kindly request you to fill the questions below. The information provided therein is strictly for academic purposes and will be treated with utmost confidentiality. Thank you for your priceless time; (tick in the appropriate box)
Section A: BACK GROUND INFORMATION

1What is your name? (Optional)………………………..


2. Gender: Female                     Male

3. Education level:

3. Primary level 
      Secondary level
           Tertiary level               others (specify)…..

4. Age bracket (Year): 

Below 25

25-34   
35-44

   45-54
   over 55…………..

6. What is your position in the company?

Owner              Manager
 
Employee
          Others (specify)………..

SECTION B: Cash Management
	Statement 
	Strongly agree
	Agree 
	Not sure 
	Disagree 
	Strongly

disagree 

	There are formal cash management 
	
	
	
	
	

	Practice in the company 
	
	
	
	
	

	The company offers incentives to accelerate payments from customers
	
	
	
	
	

	The company’s credit policy is effective
	
	
	
	
	

	Goods are predominantly sold on credit.
	
	
	
	
	

	The company has a strong relationship (with its suppliers)
	
	
	
	
	

	The company pays most of its obligation in time
	
	
	
	
	

	The company always has sufficient cash to meet it’s obligations.
	
	
	
	
	

	The company prepares Cash Budgets for it’s operations
	
	
	
	
	

	The company experiences surplus cash balances
	
	
	
	
	

	The owners have unlimited access to the company bank account
	
	
	
	
	


SECTION C: Profitability
	Statement 
	Strongly agree 
	Agree 
	Not sure
	Disagree 
	Strongly disagree

	The company’s gross profit margin increased between 2008-2009 financial periods
	
	
	
	
	

	The Company’s Net profit Margin increased between 2008 -2009 financial period
	
	
	
	
	

	The firm’s operating profits improved between 2008-2009 financial periods.
	
	
	
	
	


SECTION D: Relationship between Cash Management and Profitability
	Statement 
	Strongly agree
	Agree 
	Not sure .
	Disagree 
	Strongly disagree

	Proper planning and controlling of the use of cash in the company always improves the profitability of the firm
	
	
	
	
	

	Short term forecasting of the cash flows in course of the business is reflected in the profitability performance of the financial year
	
	
	
	
	

	In case of the long term forecasts the company aims at maximizing high returns 
	
	
	
	
	

	Prompt payment enhances the company’s efforts to achieve its budget significantly
	
	
	
	
	

	The credit policy of the company enhances the firm’s efforts to improve on its profit position 
	
	
	
	
	

	The relationship with the suppliers facilitate the company with opportunity to improve on its sales
	
	
	
	
	

	The company policy towards investment of cash in long term ventures is solid
	
	
	
	
	

	In your opinion there is significant relationship between cash management and profitability
	
	
	
	
	


M/S SEKAWA AGENCIES GARAGE LIMITED

DETAILED PROFIT AND LOSS ACCOUNT FOR THE

YEAR ENDED 24 JUNE 2008








2008







SHS

CURRENT EXPENDITURE 






Income from tenders




                       29,075,000

RE –CURRENT EXPENDITURE

Opening stock





8,075,000

Add purchases




16,920,000







24,995,000

LESS: Closing stock




-1,200,000





Transport





 1,465,000

Cost of services                                                                                 25,260,000








GROSS INCOME






3,815,000

Miscellaneous income





7,216,000

OPERATING EXPENSES








Operating license




265,000

Wages






2,825,400

Directors remunerations



2300,000

Rent






2,260,000

Telephone and postages



290000

Electricity and water




210,000

Bank charges and others



150,000

Miscellaneous expenses



406,000

Accountancy fees




35000





Depreciation





179,200

TOTAL OPERATING EXPENSES

                      8,939000
NET PROFIT BEFORE TAX


                      2,092,000
M/S SEKAWA AGENCIES GARAGE LIMITED

DETAILED PROFIT AND LOSS ACCOUNT FOR THE

YEAR ENDED 24 JUNE 2009







2009







SHS
CURRENT EXPENDITURE 

Income from tenders




                       25,902,800

RE –CURRENT EXPENDITURE

Opening stock





5,000000

Add purchases




17,000,000








22000000

LESS: Closing stock




-902,800

Transport cost                                                           1,404,800

Cost of services




                       22,502,000

   GROSS INCOME





           3,397,000
Miscellaneous income




           8,700,000









           12,097,800

OPERATING EXPENSES









Operating license




 265000










Wages






3,205,000

Directors’ remunerations

Rent






2,460,000

Printing and stationery



162,000

Telephone and postages



287500












Electricity and water




198,400

Bank charges and others



112,000

Miscellaneous expenses



496,700

Accountancy fees




40000

Depreciation





197200
9,927,300
NET PROFIT BEFORE TAX




2, 170,000
PAGE  
1

