
WORKING CAPITAL MANAGEMENT 
 

Of 
 

Pashchimanchal Finance Company  

(A Case Study) 

 

 
 

Submitted by: 

PUNYA PRASHAD DHUNGANA 
University Campus 

Kritipur, Kathmandu 
Campus Roll No.270 (061-063) 

Symbol No.2582 
T.U Regd. No: 7-1-309-15-97 

 
 

Submitted to: 

Office of the Dean 

Faculty of the Management 

Tribhuvan University 

 
 

For the Partial Fulfillment of the Requirement for the Degree  

of Master of Business Studies (MBS) 
 

 

 
 

Kirtipur, Kathmandu 

Septmber, 2011 



 

RECOMMENDATION 
 

 

 
This is to certify that the Thesis submitted by: 

Mr. Punya Prasad  Dhungana 

Entitled 

"Working Capital Management of Pashchimanchal Finance Company" 

(A Case Study) 

 

 

 

 

 

 

    

 

 

 

 

 

 

  

 

 

 

  

 

Date 

 

……………… 
Reader  
Sanjay Kumar Shrestha 
(Thesis Supervisor) 

……………… 
Prof. Bal Krishna Shrestha 

(Chairman, Research 

Comittee) 

……………… 
Prof. Dr.Devraj Adikhari 

(Head of the Department)  



 

 

VIVA-VOCE SHEET 
 
 

We have conducted the Viva-Voce examination of the thesis presented 

 

By: 
 

PUNYA PRASAD DHUNGANA 

 

 
Entitled 

 

"Working Capital Management of Pashchimanchal Finance Company" 

(A Case Study) 

 

 
and found the thesis to be original work of the student and written according to prescribe 

format. We recommend the thesis to be accepted as partial fulfillment of the requirement 

for masters of business studies (MBS). 

 

Viva Voce committee 

 
Chairman of research committee: Signature:…………… 

 

 

Member of thesis Supervisor: Signature:………………   

 

Member of External Export: Signature:……………… 

 

Member of CDM:  Signature:……………… 

 

Date.................................



 

 

VIVA-VOCE SHEET 
 
 

 
We have conducted the viva-voce examination of the thesis 

 
 

Submitted By: 
 

PUNYA PRASAD DHUNGANA 

T.U Reg No.7-1-309-15-97 

Roll. No 270 (061-063) 

Entitled 

Working Capital Management of Pashchimanchal Finance Company 

(A Case Study) 

 
 

and found the thesis to be the original work of the student and written according to the 

prescribed format. We recommend the thesis to be accepted as partial fulfillment of the 

requirements for the degree of Master of Business Studies (M.B.S.)  

 
 

Viva-Voce Committee 
 
Head, Research Department:………………………………….. 

 

 

Member (thesis Supervisor): …………………………………. 

 

 

Member (External Expert): …………………………………... 

 

 

Date: 

 



DECLARATION 

 

 

I here by declare that this thesis entitled "Working Capital Management of 

Pashchimanchal Finance Company" (A case study) submitted to Central Department of 

Management, Tribhuvan University. This is my original work done for the partial 

fulfillment of requirement of degree of masters of business studies (MBS). This is 

prepared under the supervision of Sanjay Kumar Shrestha reader of Central Department 

of Management.  

 

 

 

 

 

 ___________________ 

 Punya Prasad Dhungana   

 Researcher 

 CDM Roll. No 270(061-063) 

 Central Department of Management 

 

 

  

 

 

 

 

 

 

 

 

 

 



ACKNOWLEDGEMENT 

 
 

 

This research tries best to find the working capital management of PFCL. This 

research has focused in finding the working capital management. It helps in valid 

decision-making regarding the operation and policy making of working capital 

management. This  research  study  has  taken  place  on  this  mater  under  partial 

fulfillment of the requirement of MBS Programme of T.U. 

I  would  like  to  express  my  deep  gratitude  to  my  respected  supervisor  

Mr. Sanjay Kumar Shrestha, Reader o f Central Department  o f Management  for 

his continuous suggestion, guidelines and support from the very  beginning  until  the  

completion  of  this  thesis.  The thesis would not have come out as expected without his 

guidelines and motivation. Also my thanks go to the staff of PFCL who helps me by 

providing the data necessary for this study. 

I really appreciate the continuous support of the Central Department of 

Management for their  support,  with  friendly  behaviors  in  providing  me  the  

necessary  data  as required. 

Last but not least, I would like to express my pleasant of my family members 

and Shiva Lamichani and Kul Chandra Nepal  for  bringing  this  thesis  in  required  shape.  

Once  again  I  would  like  to express  my heartfelt  thanks to everyone  who help me 

directly and indirectly in this thesis work. 

 
 Punya Parsad 

Dhungana 

 Researcher 

 CDM Roll. No 

270(061-063) 

 (Central 

Department) 



TABLE OF CONTENTS 

          Page No. 
 

PARTICULARS 

 Recommendation                  

 Viva-Voce Sheet                 

 Acknowledgement        

 Table of Contents        

 List of Tables         

 List of Abbreviation                  

CHAPTER ONE 
 

INTRODUCTION 

 1.1 General background       1 

 1.2 Statement of the problem      5 

 1.3 Objectives of the study      7 

 1.4 Signification of the study      8 

 1.5 Limitations of the study      8 

 1.6 Design of the study       8 

 

CHAPTER TWO 
 

LITERATURE REVIEW 

 2.1  Introduction        10 

 2.2 Concept of Finance Company      10 

 2.3 History of Finance Company      13 

 2.4 Evaluation of Finance Company     13 

 2.5 Objectives and role of Finance Company    15 

 2.6 Different between Finance Company and Joint Venture Banks 17 

 2.7 Contribution of Finance Company toward National Economy 18 

 2.8 Conceptual review of Working Capital    19 

  2.8.1 Concept of Working Capital     19 

  2.8.2 Working Capital Management    21 

 2.9 Review of past studies      25 

 

CHAPTER THREE 
 

RESEARCH METHODOLOGY 

 3.1 Introduction        30 

 3.2 Research design       30 

 3.3 Population and sample      31 

 3.4 Nature and source of data      31 

 3.5 Data collection procedure      31 

 3.6 Tool and Techniques of Data Analysis    31 

  3.6.1 Financial Tools      32 

   3.6.1.1 Ratio Analysis      32 

   3.6.1.2 Composition of Working Capital   37 

   3.6.1.3 Index Analysis     37 



  3.6.2 Statistical Tools      38 

 3.7 Definition of the key terms      40 

 

  

CHAPTER FOUR 
 

PRESENTATION AND ANALYSIS OF DATA 

 4.1 Introduction        42 

 4.2 Composition of Working Capital     42 

 4.3 Trend Analysis       44 

 4.4 Ratio and its Index Analysis      48 

   4.4.1 Liquidity Ratio     48 

    4.4.1.1 Current Ratio     48 

    4.4.1.2 Quick Ratio     49 

    4.4.1.3 Cash & bank balance to Total Deposit Ratio 50 

    4.4.1.4 Saving Deposit to Total Deposit Ratio 51 

   4.4.2 Activity or Turnover Ratio    52 

    4.4.2.1 Loan & Advance to Total Deposit Ratio 52 

    4.4.2.2 Loan and Advance to Fixed Deposit Ratio 53 

    4.4.2.3 Loan and Advance to Saving Deposit Ratio 53 

   4.4.3 Capital Structure or Leverage Ratio   54 

    4.4.3.1 Long Term Debt to Net worth Ratio  54 

    4.4.3.2 Net Fixed Assets to Long Term Debt Ratio 55 

   4.4.4 Profitability Ratio     56 

    4.4.4.1 Interest Earned to Total Assets Ratio  56 

    4.4.4.2 Net Profit to Total Assets Ratio  57 

    4.4.4.3 Return on Total Deposit (ROTD)  58 

    4.4.4.4 Cost of Services to Total Assets Ratio 58 

    4.4.4.5 Net Profit Margin    58 

 4.5 Correlation Analysis       60 

  4.5.1 Co-efficient of Correlation between Loan &  

   Advances & Total Deposit     61 

  4.5.2  Co-efficient of Correlation between Cash and  

   Bank Balance and Current Liabilities    61 

  4.5.3 Co-efficient of Correlation between Loan and  

   Advance and Net Profit     62 

  4.5.4 Co-efficient of Correlation between  

   Interest Receivable and Net Profit    63 

 4.6 Relation between Profitability and Liquidity    64 

 

CHAPTER FIVE 
 

SUMMARY, CONCLUSION & RECOMMENDATIONS 

 5.1 Introduction        66 

 5.2 Summary        66 

 5.3 Conclusion        70 

 5.4 Recommendations       72 



 BIBLIOGRAPHY         

 APPENDIXES         

 VITA SHEET          

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



LIST OF TABLES 

 
           Page No. 

Table No.4.1    Current assets components of PFCL   54 

Table No.4.2   Actual and Trend value of Cash and bank balance  56 

Table No.4.3   Actual and trend value of loan and advance  58 

Table No. 4.4   Actual and trend value of interest receivable  59 

Table No. 4.5  Actual and trend value of miscellaneous current assets 60 

Table No. 4.6  Current ratio       63 

Table No. 4.7  Quick assets to current liabilities ratio   64 

Table No. 4.8   Cash and bank balance to total deposit ratio  65  

Table No. 4.9   Saving deposit to total deposit ratio    66 

Table No. 4.10  Loan and advance to total deposit ratio   67 

Table No. 4.11  Loan and advance to fixed deposit ratio   68 

Table No. 4.12  Loan and advance to saving deposit ratio   70 

Table No. 4.13 Long term debt to net worth ratio    71 

Table No. 4.14  Net fixed assets to long term debt ratio   72 

Table No. 4.15  Interest earned to total assets ratio    73 

Table No. 4.16  Net profit to total assets ratio    74 

Table No. 4.17  Net profit to total deposit ratio    75 

Table No. 4.18  Cost of services to total assets ratio    76 

Table No. 4.19  Net profit margin      77  

Table No. 4.20  Co-efficient of correlation between loan & advance  

   & total deposit      79 
Table No. 4.21  Co-efficient of correlation between cash and  

   bank balance and current liabilities    80 

Table No. 4.22  Co-efficient of correlation between loan and advance  

   and net profit       81 

Table No. 4.23  Co-efficient of correlation between interest receivable  

   and net profit       82 

Table No. 4.24  Relationship between profitability and liquidity  83 

 



                         LIST OF ABBREVIATION 
 

NRB    - Nepal Rastra Bank 

PFCL   - Pashchimanchal Finance Company Limited 

BOD    - Board of Directors 

F/Y   - Fiscal Year 

HMG   - His Majestry Government 

JVB   - Joint Venture Banks 

CB   - Commercial Banks 

CA   - Current Assets 

FA   - Fixed Assets 

BTIL    - Jalaju Textile Industry Limited 

NBL    - Nepal Bank Limited  

BJM    - Biratnagar Jute Mill 

NGBL   - Nepal Grindlays Bank Limited 

NABIL   - Nepal Arab Bank Limited 

BOK    - Bank of Kathmandu 

NIBL    - Nepal Investment Bank Ltd. 

SCB    - Standard Chartered Bank 

PE   - Probable Error 

NEPSE   - Nepal Stock Exchange 

TU   - Tribhuvan University 

Co.   - Company 

Ltd.   - Limited 

Ave.    - Average 
    99 

    99 

                                106 

    107 

                      
 

 
 

 

 

  


	RECOMMENDATION
	Date
	VIVA-VOCE SHEET
	We have conducted the Viva-Voce examination of the thesis presented
	By:
	PUNYA PRASAD DHUNGANA
	Entitled
	VIVA-VOCE SHEET (1)
	We have conducted the viva-voce examination of the thesis
	Submitted By:
	PUNYA PRASAD DHUNGANA (1)
	T.U Reg No.7-1-309-15-97
	Roll. No 270 (061-063)
	Entitled (1)
	Working Capital Management of Pashchimanchal Finance Company
	Viva-Voce Committee
	Head, Research Department:…………………………………..
	Member (thesis Supervisor): ………………………………….
	Member (External Expert): …………………………………...
	TABLE OF CONTENTS
	Page No.
	PARTICULARS
	CHAPTER ONE
	INTRODUCTION
	CHAPTER TWO
	LITERATURE REVIEW
	CHAPTER THREE
	RESEARCH METHODOLOGY
	CHAPTER FOUR
	PRESENTATION AND ANALYSIS OF DATA
	CHAPTER FIVE
	SUMMARY, CONCLUSION & RECOMMENDATIONS
	LIST OF TABLES

