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Abstract

Fixed assets are permanent assets utilised in corporate operations. These assets are a source of assets and provide the
foundation for the profitability and worth of the company. Management of fixed assets must be given due
consideration as they represent significant expenditure and entail long-term financial commitment. The financial
management has a challenge by systemically mixing Fixed and existing assets for a profitable. An investigation of
the pattern of financing and use of Therefore for the administration of a corporation, fixed assets are vital. The growing
quantity of fixed assets presents challenges for the employees to monitor and manage the assets precisely. The purpose
of this article is to design a fixed asset management system for computerising the PT manual form. "Avoca Systems"
will support the firm in managing its assets, maintaining precise asset records, automating the depreciation and
maintaining the asset conditions via day-to-day maintenance. In the years of studies, the growth rate in the gross sales
block was not spectacular. In addition, modest growth of the depreciation index indicates that the total depreciation
provision in the referenced organisation was mild.
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Introduction

An significant issue for a company's senior management is Should or should not the corporation invest in fixed assets.
Fixed property is permanent property that are used in a business company's usual operations. In Finny's words, 'fixed
assets are assets that are of a somewhat permanent character and that are not for sale in corporate operations' (Finny,
1968). They are required for production companies since without them production is impossible (Gitman, 1982). Set
assets may also frequently be called earning assets and are generally the foundation for the company's profitability
and worth. Fixed assets rely on the nature of the manufacturing process of the company. Basically, land, construction,
plants and equipment, fixed assets over a large length of time are not intended for sale and are additive to the output.
The quantity of fixed assets invested is not recovered in a single reporting year from total sales (Kulshrestha, 1972).
In depreciation the cost of fixed property is recovered, which is normally charged to cover income earned by usage
of these qualities in manufacturing. These assets are thus regularly replenished, which slowly are used throughout the
manufacturing process. The management of fixed asset investments in a company thus has to be paid a lot of attention,
as it identifies significant expenditure and lives for over a year and a financial commitment in the long term. A
systematic merger of current and fixed assets is a complex task for financial management in a beneficial combination.
Investors also see the study of fixed assets as more significant, since it relates to long-term assets. In this regard, a
minor attempt has been undertaken to quantify and assess the pattern of financing and use of fixed assets in
Companies.

In terms of openness and harmonisation of financial reporting, a single accounting standard may increase qualitative
accounting values. The Department of Corporate Affairs of India (MAC) is also initiated by the Convergence of
Generally Accepted Indian Accounts Principles (IGOAP or I GAAP) in Indian Accounting Standards (IndOAS) in
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line with International Financial Reports Standards, in order to update existing financial reporting standards and
improve financial reporting practises (IFRS).

Working capital is a useful instrument to assess the efficiency and the short-term financial position of both the firm.
The two sides of the same coin are liquidity and profitability. Working Capital Management includes more balancing
elements such as debtors, inventories, Every day for firm operations payables and other permanent and current assets.
The ideal balance of working capital retains the least working capital and delivers the best possible returns. The
association between the working capital of the company and the company's profitability is larger. The company's
capacity to profit may be seen as the company's capacity to optimise its earnings. Any company's principal aim is to
increase its earnings. But it is also a vital purpose to preserve the liquidity of the company. The difficulty is that the
company might have large and effective challenges with increasing earnings at the expense of liquidity. The two aims
or aims of the company must thus be well balanced. The balance between these two purposes or aims of the company
must thus be adequate. It may not be a wise idea to take the opportunity cost to emphasise one goal. The firm needs
to have an optimal liquidity to achieve profitability. If the business concentrates on the profits, in the long term it will
prevent the liquidity of the firm and effect day-to-day activities which will profitably in turn. On the other hand, if
liquidity becomes more important, a growth in idle cash may be obstructing the profits of investment.

Literature Review

Sorin Gabriel Anton (2021) In this research, a sample of 719 Polish-listed companies are Examining the connection
between working capital and profitability during the 2007—2016 period. Relationships between working capital and
financial results are motivated by a shortage of Empirical and labour capital efficiency statistics for emerging
economies. For a quantitative approach, the study employs different panel data techniques. An inverted link between
working capital and firms' profitability is shown by the empirical data, which means that the profitability of polish
companies is positively influenced by working capital (optimum level). Working capital is beginning to adversely
effect business profitability after the break-even point. The research contributes in theory and practise. It supplements
and expands the literature on the area by presenting fresh evidence of the nonlinear interaction between WCM and
business performance in Poland. The findings illustrate the relevance of WCM to company profitability from the point
of view of practitioners.

Mawih K. Al Ani (2014) The study's major aim is to analyse the impacts on the financial performance of certain
manufacturer businesses in the Muscat Securities Market of the asset structure (fixed assets and current assets)
(MSM). The approach for the research consists of a comprehensive review of the annual reports for the period 2008
to 2012 from 28 of 70 (40%) firms. Two main possibilities have been examined. The first looks at the impact of
overall asset turnover on ROA, while the second looks at the impacts of overall asset turnover on ROE. The analysis
generally shows that the asset structure has no significant ROE influence on profitability. The outcome is that the
ROA will not change if the structure of the assets changes. Another research result suggests that ROE has an influence
on solely fixed assets, as opposed to ROA. Another research shows that the ROE impact is influenced by asset
structure in the petrochemical industry solely.

A.K. Sharma (2011) This article's major objective is to study the impact of working capital on Indian companies'
profits. Data from 2000 through 2008 were gathered from 263 BSE 500 non-financial enterprises on the Bombay
Stock (BSE) and data were analysed via OLS multiple regression. The results of our research varied greatly from the
several worldwide research carried out in different markets. The research shows that the stock of accounts payable
for days is adversely linked to a company profitability, whereas there are favourable relationships with the company
profitability between the days receivables and the cash transition time. This research complements to current research
by studying the influence on profitability of working capital management in a developing capital market such as India.

Dennis Nyamasege (2014) Decisions on the most acceptable financed technique for firms and at what levels have
been a big conundrum in many areas of finance for many financial professionals and academics. The aim of this study
was to identify the influence of capital structure on the company's value using an asset structure determinant. The
assets provide the foundation for the trust to finance a business since it ensures that its capital is restored. The money
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allow the company to buy more and increase its efficiency. This finally means that the company will get more profit.
The results indicated that the value of the business is mostly determined by the asset structure. Before making
decisions on their capital structural composition and adaptation, firms did not appear to take proper account of all the
aspects that have negative effects on their values. Company management should establish frequent monitoring and
control of capital structures to guarantee that any changes will generate value for their companies over the long term.

T. Narasimhaiah (2017) In order to determine the influence of the assets on the firm, the business's current assets and
fixed assets are the business's entire salarial assets used in its activities, and are to be analysed as The fixed asset is
included in working capital in the current asset ratio. The life of any business is the working capital management since
it has enormous implications for the business firm's profitability and liquidity. Any corporation must thus maintain
the ideal balance between the liquidity situation and the firm's profitability. The fixed assets and current assets are not
preserved in a certain ratio, but the ratios may be split on the basis of some principles outlined in this article. The
following analysis analyses the management of operating capital of top 5 listed textile businesses in India. The Textiles
business is the fastest expanding sector in the world. Working capital management is examined using different
Statistical tests and methodologies to identify the relation between the management of working capital and their
profitability organisation versus profitability criteria. The analysis shows that there is a strong association in all
analysed organisations between work capital management and profitability.

Objectives

1. Identifying elements that firms examine before taking choices on finance.
2. Evaluation of the fixed asset financing pattern

3. Testing the effectiveness of the use of fixed assets

Research Methodology

The data for the research are collected from the manufacturing businesses' financial statements available on the MSM
website. The research is based on the practical sampling by MSM of registered manufacturers. The financial accounts
were evaluated for 28 of 70 (40 percent) and the findings of the investigation closed with the statistical analysis. The
analysis of financial statements (2008-2020) and MSM 70 index balance sheets of all manufacturing firms was taken
into account for the last five (2008-2020) years. These firms are separated into many sectors, but some of them are
covered: the food industry, the chemical industry and the building industry. There are 23 firms in the first, seven firms
in the second, and ten firms in the final. There are 40 businesses in all. Sadly, several financial statements on MSM's
web-site and the firms themselves (for one or more years) are lacking. Thus, out of 40 financial statements (70%),
this research analysis is based on just 28: 14 food-industry firms, 5 chemical-industry firms and 9 building-sector
enterprises.

In order to characterise and comprehend the core characteristics of the data utilised in the research as well as the
minimal, maximum, and average growth rates of each variable, descriptive statistics were utilised. Simple regression
analysis with all other variables consistent was done to examine the influence of independent factors on dependent
variable. The basic equation for regression was Y: a + bx.

RESULT AND DISCUSSION

This research aims to assess the impact of the asset structure on a company's worth. The averages for the composition
of fixed assets throughout the five years and the change in the yearly percentage of fixed assets were calculated. The
regression equation has also been developed to assess the influence on the value of the company of asset structures.
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Table 1: Averages of Fixed Assets and Market Prices of Firms

Code Fixed Assets Market Prices
Shs. ‘000 Shs.’Millions’

001 4870128 36600

002 1338549 102456

003 1124177 64540

004 628946.4 55600

005 1492265 168686

006 1114169 187800

007 037969.6 128600

008 298920 22400

009 729418 40420

010 607760 63240

011 420740 141456

012 4842590 286000

013 1639034 118740

014 805562.4 65516

The examination of fixed asset structures demonstrated that choices on fixed asset investment by different
organisations are unique to present business demands, such as expansions, enhancement of product quality, merger
and procurement arrangements. The techniques and policies used by firms for valuation of assets varied equally, yet
the same organisation might from time to time adopt the specific valuation techniques and policies according to the
coherent accounting concept. However, the lowest average fixed assets of SS298.93 million for Sameer Africa Ltd
(008) were at $12.2 trillion and the lowest corporate value was $15.2 billion, whereas access Kenya Limited (012)
was at $154,842,596,000 and $286 billion for fixed assets. The average table shows that bigger investments in fixed
assets provide a high level of value for the company when the assets are properly used for the acquisition purposes.
Although the worth of the company cannot be improved if not used to capacity.

Financing Pattern of Fixed Assets

Fixed asset investment entails a long-term commitment of capital, and is typically difficult and expensive to reverse
since it is increasing". Fixed assets are permanent funds and should thus be invested in largely be funded by owners'
funds or owners' funds. The money given by the owners or owners should typically be able to finance not only the
whole needs of fixed assets but also certain reasonably permanent existing assets. In addition, fixed assets should, if
necessary, ideally be funded by long-term debt. It means that short-term money should not be utilised for the financing
of fixed assets at any cost. Two pertinent and crucial ratios i) fixed asset to net worth and (ii) fixed assets to long-term
funds have been calculated to investigate the funding pattern of fixed properties of the chosen organisation.

Fixed Assets to Net Worth Ratio

In general, that proportion shows the quantity of fixed assets equity financing. This ratio explains the connection
between net fixed assets and the net tangible value, i.e. preference equity, equity capital and retained earnings,
including intangible assets. "The connection between net value and fixed asset investment," remarked Roy
Chowdhury is shown in the fixed ratio from fixed assets to owners' money. "The ratio reflects the share of the donated
money invested in fixed land," says J.J. Bogen. This ratio is a significant instrument for assessing the long-term
creditors' safety buffer. A unit-exceeding ratio, or 100%, would entail financing of part of a fixed asset using the
creditors' cash. This ratio is smaller than a unit or one hundred per cent, nonetheless, and shows that proprietary funds
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are competent for covering not just fixed assets but also a portion of existing assets. On the other hand, if the ratio is
100%, it signifies the owner's shares or net worth fund all fixed assets. The two latter cases reflect the company's
safety and firmness from the shareholder's point of view. However, the percentage is usually higher than 100%, since
successful financial management requires certain interest-bearing fixed capital to exist in the organization's financial
structure. The smaller the ratio, the greater the security margin of long-term creditors. In other words, the bigger the
ratio, the lower the creditors' protection, and the long-term solvency of a corporation is vulnerable to warning. Net
value less than fixed assets signifies that loans are used to finance part of the fixed assets. If the amount of ownership
funds exceeds fixed assets, that component of the network capital is provided by the shareholder. The threshold for
this statistic is 65 or 0.65 times for industrial firms. The acquisition of fixed assets and the remaining 65 percent of
ownership's money to finance current assets. Ownership funds are enough to completely acquire fixed assets, of which
35% must be accessible for the financing of existing assets.

Table 2: Selected Ratios IN Corporate Firms

Year _
Name of the Ratio 2011-12 2012-13  2013-14  2014-15  2015-16 X
Fixed Assets to Net Worth Ratio 0.21 0.43 0.38 0.37 0.35 0.35
(in time)
Fixed Assets to Long-term Funds 0.46 0.89 0.84 0.84 0.87 0.78
Ratio (in time)
Fixed Assets Turnover Ratio (in 148 1.01 1.07 1.00 0.88 1.09
time)

Source: Annual Reports and Accounts

Table 2 shows that in all the years under consideration, the firm used Its own fixed asset financing capital, since the
net share of fixed assets was less than 100%. It also shows that the corporation did not borrow funding for fixed assets,
rather all fixed assets were funded by ownership money. This means that the money of the shareholders was utilised
for financing the firm chosen for study's continuing current assets. It illustrates that the pattern of fixed asset funding
is based on sound financial policies, concepts and processes. This was not only a question of convenience or
judgement. Although the fixed asset-net worth ratio has somewhat grown, the financial condition still seems good
and may be improved in the coming years. In the whole research it signifies that shareholder funds are enough to
finance fixed assets.

Fixed Assets to Long-Term Funds Ratio

A permanent corporation has fixed assets and as such is generally a permanent investment. Normally fixed assets are
financed by long-term equity consisting of cash from owners and long-term loans. The owner's money should
normally finance fixed assets. However, it should be preferred for long-term debt only when fixed assets must be
funded under unique and particular requirements by borrowing sources. A total long-term funding for fixed assets
should be appropriate in order to finance permanent operating capital requirements for a component of this funding.
Otherwise, there would be financial dishonour. In this connection, fixed assets were utilised to analyse the pattern of
financing of fixed assets relative to the percentage of long-term funds. This ratio is related to fixed assets over the
long term. The money and the long-term borrowed cash for this reason are the owners' funds. This proportion contains
the sufficient financing of long-term assets or fixed assets financed by existing debt due to shortcomings in long-term
financing.

Ideally, this ratio should just be unit. Ratio below unit is indicative that longer-term funds are bigger than fixed assets
and are used to finance working capital other than long-term assets. This ratio is thus directly related to the notion of
net working capital. Usually, network capital is the name of the difference between existing and existing assets.
Current over-the-clock assets show that surplus current assets are financed by long-term funds. Thus, the long-term
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funds that are only perceived as excessive assets above present debt must satisfy some present asset demands. The
failure to finance the whole fixed assets over the long-term results in a shortage of working capital. In order to fill the
working capital shortage in this condition, an enterprise must suffer from a large financial crisis. The ratio is calculated
by dividing net fixed assets into long-term funds.

Despite changes in ratio during the research period, the situation seems to be favourable. An review of the ratio
suggests that the corporation had enough long-term financing sources to finance both fixed assets and existing assets,
as its average ratio was less than one. However, changes and the ratios recorded throughout the years have shown that
long-term funds are used to satisfy current asset demands when the corporation requires fixed assets. The corporation
has increased its operating capital finance via excess long-term reserves. However, there is also a cushion for long-
term financing. Even then, no fear was needed, since this proportion was lower than unity. The analysis thus
demonstrates that the pattern of financing fixed assets by long term funds in the referred organisation was suitable.

Impact of Fixed Assets (Gross Block) on Sales and Operating Profits

The impact of fixed (gross) assages on sales and operational profitability is another methodology for measuring the
utility of fixed assets. The growing trend generally warrants the development of the gross block. The rising brutal
block should also impact both sales and operating income. In cases when Gross Block and sales trends improve, the
growth of the Gross Block may be due to sales increases or the need to expand fixed assets has been justified (gross).
If gross block growth is greater than sales, both gross block investment and underuse will be shown. On the other
hand, the gross block expansion might be said to be used better if its sales growth rate surpasses the gross block
growth rate. Operating profit rising trends and gross-block growth and sales growth reflect increased operational
efficiency and increased profitability. Where operational earnings are stagnating or a decreasing trend, gross block
growth may not be lucrative, but sales volume is increased.

Table 3: Indices of Fixed Assets (Gross Block)

Particulars Year

2015-16 2016-17 2017-18 2018-19 2019-2020
Gross Block 100 164 169 181 190
Sales 100 112 123 124 113
Operating 100 97 110 85 89

Profit

Source: Annual Reports and Accounts; Results Computed

The indices of these variables are produced in order to examine the trends in brutal, sales and operating profits, based
on the years 2015-2016. For the period of the research 2016-17-2019-20, Table 3 indicates these patterns and
operating profit. The growth rate of sales was always less than the company's gross block growth rate. While both
brutal and sales increased with the exception of sales last year, the gross block growth rates were compared much
above the sales growth rate. This finding shows consequently that the gross block expansion has not been used
correctly. In the years of studies, the growth rate in the gross sales block was not spectacular. Thus, in comparison
with sales the excessive gross block investment might indicate that gross block growth is not used well.

Effect of Asset Structure on Value of the Firm

A regression equation of the form Y=a + bX used to assess the impact of the asset structure on a company's value. Y
was the company's market worth, the constant, b was the fixed value of the company's fixed assets, while X was a
fixed asset. As seen in the table below, the outcomes are
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Table 4: Table of Coefficients of Fixed Assets

Model Unstandardized Standardized
Coefficients CoelTicients
B Std. Error Beta t Sig.
| (Constant) 57940951 8706.837 6.655 0.000
FA 0.041 0.005 0.705 8.196 0.000

The preceding table of Fixed Assets coefficients showed that the return equation at that time was Y=57940.951 +
0.41X. This results in the company increasing by 0.41 shillings when fixed assets grow by 1 shilling market value.
The standardised beta value of 0,705 also demonstrates that an increase of 1% in fixed assets leads to a rise of 70,5%
in the company's market value. To check fit of the aforesaid F test regression model, the results are shown in the
following table.

Table 5: Fixed Assets ANOVA

Model Sum of Mean
Squares df Square F Sig.
[ Regression [.95TETI | [.O5TETI 67.170  0.000
Residual 1.9B1ElLI 68 2.914E9
Total 3.938El1 69

The F value of 67,170 means the model is suitable and holdable, which above the essential F value at 5% meaning
that is 3,95, meaningful. The null hypothesis is thus rejected, since the value computed is above the value of the table.
Consequently, fixed assets have an important impact on the company's value.

The outcomes of this investigation correspond to the second literature review category. The analysis generally shows
that the asset structure has no significant ROE influence on profitability. The outcome is that the ROA will not change
if the structure of the assets changes. An additional conclusion of the research shows that ROE is solely affected by
fixed assets unlike ROA. On the other side, there is no effect on ROE and ROA for existing assets. Another finding
of the research reveals that ROE is solely affected in the petrochemical industry by the influence of the asset structure.
The structure of assets has little influence on ROA and ROE in the food and construction sectors.

Conclusion

One of the main causes for the foregoing outcomes is the failure of the assets to create profit effectively. A further
explanation is that Omani production businesses have sales and shareholders’ equity larger than their assets yet their
net earnings are poor. Lastly, the proportion of fixed assets in total assets and the proportion of existing assets in total
assets within manufacturing undertakings is significantly different. Some firms have more fixed assets while others
have a bigger share of current assets. The asset structure of manufacturers in Omani is thus inconsistent, and the
findings of this research imply that they balance the components of the asset structure. Working capital management
is an integral aspect of any organisations' choices on financial management. The company's capacity to function long-
term relies on a suitable compromise between long term and short-term investment management (working capital).
By making the trade-off between profitability and liquidity, companies may achieve optimum operating capital
management. The definite value of a certain business is defined by a fixed asset composition. When companies with
suitable asset portfolios grow, they are likely to leverage investment possibilities. In terms of fixed assets, most
financially sound companies have great investment value. When the skilled personnel optimally use these assets, they
boost the company's return and ultimately the company's value development.
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