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Research Proposal 

What measures can nimbus motors take to improve its cash flow in the coming 
financial year? 

Rationale: Nimbus motors ltd. is a Hyundai car dealing company, it functions in 
various sectors such as sale and purchase of new as well as second hand cars, car 
servicing, providing accessories. On an average there are 15-20 clients visiting 
nimbus motors and about 4-6 cars sold every day. With the addition of credit facilities 
such as EMI options, and overdrafts, buying cars has become much easier for the 
lower income groups, Nimbus has noticed an increasing demand for some of the low 

priced cars but a decreasing demand for the cars in the higher price groups, this has led 

to an intervention with the cash conversion cycle, thus leading to a liquidity crisis. With 
the addition of credit facilities such as EMI options, and overdrafts, buying cars has 
become much easier for the lower income groups and this has resulted in an 
increasing trend of sales but the no. of cars sold on cash is decreasing because of the 
EMI options which have led Nimbus into a liquidity crisis. This essay aims to 
investigate the strategies that can be used by Nimbus Hyundai to increase their cash 
flow in the coming financial year. 

Theoretical Framework: With the help of the market segmentation tool we would 
like to deduce where nimbus motors stands in comparison with its competitors. 
Analysis of various means by which the company can increase its cash flow will help 
us deduce the best way to increase our cash flow. 

Areas from the syllabus to be covered:  

# 1.3 Organizational Objectives: SWOT Analysis. 

# 3.1 Sources of Finance: To find sources of finance from external sources t for the 
business to increase its cash flow. 

# 3.4 Final Accounts: Analyzing and using the financial accounts of nimbus. 

#3.6 profitability and Ratio Analysis: I will use ratio’s to get a clear picture of the 
current liquidity status of nimbus.  

 

Methodology 

Primary Research: I will conduct a questionnaire, to gather information on increasing 
demand for some cars whilst decreasing demand for others, which is leading to cash 
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flow problems in the company. I will Interview the owner of Nimbus Hyundai to get 
an overview of the business and the current cash flow problems pertaining in the 
organization. To get a clear picture of the current cash flow level and the liquid crisis, 
I will be interviewing the finance head. A survey would be conducted to understand 
the consumer spending patterns and their mindset while buying a car. 

Secondary Research: Analysis of the financial statements of nimbus motors ltd. Such 
as P&L account and balance sheet to calculate profitability and liquidity ratios in 
order to get a clearer picture of the cash flow crisis. 

 

 

ANTICIPATED DIFFICULTIES POSSIBLE SOLUTIONS 

It would be hard to get the exact financial 
forecasts for the quantitative analysis as 
nimbus motors ltd. may refuse to disclose 
their financial records due to privacy 
concerns. 

Convince the director that the documents 
are solely used for the project purpose 
and will enjoy complete secrecy. 

 

Questionnaires too specific, they are not 
very informative 

 

Try to ask many different types of 
questions. 

 

Not much information as only a 
questionnaire is used. 

I will try other secondary data to provide 
the information necessary for my project. 

 

Action Plan 

 

 

Date 

 

 

Task 

 

 

Modification 

 

 

4.14.2015 

 

 

Choosing a topic 

 

 

4.20.2015 
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5.4.2015 

 

Research proposal 
submitted. 

 

5.15.2015 

 

5.28.2015 

 

Write interview question 

 

6.14.2015 

 

6.14.2015 

 

Review companies 
documents 

 

6.22.2015 

 

Executive Summary 

Nimbus motors main aim is to be the leader among its competitors and a major part in 
fulfilling this goal is played by proper cash flow management. Effective cash flow 
management is a challenge for nimbus. This case study analyses how effective the 
cash flow management process at nimbus motors ltd. is. 

 

Research Question 

What measures can nimbus motors take to improve its cash flow in the coming 
financial year? 

 

Method 

This study initially consists of a research proposal, which states the rationale, 
theoretical framework, areas of the syllabus covered, methodology used and the 
anticipated difficulties in answering the research question. The Primary research 
consists of an Interview with the owner and the financial head, a questionnaire, and a 
survey. Secondary research consisting of the cash flow statement, operating statement, 
and the balance sheet of nimbus motors Ltd. to analyze the cash flow problem I will 
be using the SWOT analysis tool. 

 

Main Findings 

●​ Smooth transaction of credit and debt. 
●​ Delivery order by bank. 
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●​ Inventory management. 
●​ Product contribution. 

 

 

Recommendation 

●​ Not granting credit without a reference 
●​ Selecting a strong cash management bank 
●​ Proper fulfillment of our customers’ orders is most important. 
●​ Customers are often given 30 days from the date of the invoice in which to 

pay, this can be reduced as per our convenience. 

 

Introduction 

Nimbus motors ltd. is a Hyundai car dealing company, it functions in the other sectors 
such as car servicing, providing accessories, sale and purchase of new as well as 
second hand cars. Nimbus motors has grown many folds with respect to car sales, 
service as well as sale of spare parts. It has always set new benchmarks in the sales, 
spares and service sectors. The best and efficient manpower retention is associated 
with Nimbus motors as the employees and workers are with the organization; right 
from the day the company was started. This has resulted into the customers showing 
satisfaction at the maximum level, manpower is the biggest asset for Nimbus motors. 
On an average there are 15-20 clients visiting nimbus motors and about 4-6 cars sold 
every day.  With the addition of credit facilities such as EMI options, and overdrafts, 
buying cars has become much easier for the lower income groups, Nimbus has noticed 

an increasing demand for some of the low priced cars but a decreasing demand for the 
cars in the higher price groups, this has led to an intervention with the cash conversion 

cycle, thus leading to a liquidity crisis. With the addition of credit facilities such as EMI 
options, and overdrafts, buying cars has become much easier for the lower income 
groups and this has resulted in an increasing trend of sales but the no. of cars sold on 
cash is decreasing because of the EMI options which have led Nimbus into a liquidity 
crisis. This essay aims to investigate the strategies that can be used by Nimbus 
Hyundai to increase their cash flow in the coming financial year. 

The efficiency and commitment of Nimbus motors can be confirmed by the number 
of Awards which the company boasts of. The first award won by nimbus was the Best 
Seller award in 2003 from Hyundai. Accessory Top Notcher Award in 2005, selected 
for Best Seller award in 2006, Best performer award in 2007, Best parts sales and 
customer service, Best performer award in 2008 for Best parts sales and accessory 
sales, and National volume Best Seller award in 2010.  
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Objective 

The main motive of nimbus motors is to achieve customer satisfaction and become 
the first choice of people who would like to drive and prefer quality service.  Keeping 
in mind this and in order to achieve an increased cash flow Nimbus Motors aims at 
increasing its cash flow in the current financial year by inculcating certain good 
business practices which include – a smooth credit and debit cycle, Inventory 
management, change in delivery order by banks, product contribution, , timely and 
complete payment of wages and ratio analysis, etc. 

Analysis and Findings 

Findings 

●​ Current credit policy: The current credit policy at nimbus offers the customers 
a month to pay off the money, however this limit has been violated by many 
customers who do not pay the money on time while other not at all paying it 
which has left nimbus in bad debts. 

●​ Inventory management: Some car models are more demanded than the others. 
The problem here is than nimbus has a mixed variety of cars in their stock and 
they cheaper models tend to sell more so the company is finding it difficult to 
sell the SUV’s or other high priced cars, this leads to limited funds with the 
company to re-order the stock thus creating a problem for them to place orders 
for cars that are more in demand. 
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These are the standard stock levels that have been set by nimbus however they 
have not been able to maintain this stock cycle due to the liquidity crisis. 
 

●​ Delivery order by banks (DO): When an individual buys a car on loan the firm 
cannot deliver the car before it gets a delivery order from the bank. The DO is 
generally issued between 2-3 days after consumers apply for the loan, banks 
issue the DO so the firm has to give the car, however the bank pays the firm in 
a period of 7-10 days so this is another problem contributing to the liquidity 
crisis 

●​ Contribution analysis: As I mentioned earlier nimbus operates in various 
sectors such as selling cars, accessories, and workshops, it has noticed that the 
contribution from sale of cars has been much higher than from the sale of 
accessories and workshops. Therefore, the profit that nimbus expected is not 
being made and it has not been even able to cover the costs of the accessories 
that they bought. 
 
 

Analysis and Evaluation 

 

 

The graph of the cash flow statement given above covers the financial year 2012 to 
2015 and includes the following category: interest from bank, dividend received, 
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finance cost, interest expenditures, wealth tax, inventories, short term loans and 
advances trade receivable, liabilities provisions and bad debts written off. 

Cash flow is the flow of money in and out of the business. Nimbus Motors uses cash 
to purchase goods or services for sales to its customers and collect the cash from sales 
of its goods. Cash inflow includes cash collected from sales to customers, collections 
on accounts receivable and the proceeds from a bank loan or other type of loans. Cash 
out flow are the movement of money out from the business. It includes paying 
expenses, purchasing parts, accessories and new cars and paying back installments of 
term loan. Nimbus Motors can improve its cash flow by accelerating the cash inflows 
–the flow of money into the company. 

●​ Decreasing the cash outflows –the flow of money out of the company. 
●​ Minimizing Expenses – the amount of paying for operational costs of the 

company. 

Cash inflow will improve Nimbus Motors overall cash flow. Accelerating cash 
inflows allows the company to pay its own bills and other obligations on time. For 
improving cash flow Nimbus should take the following steps: 

 

 

 

●​ Credit policy: In order to reduce bad debts Nimbus should offer credit options 
only to the owner’s acquaintances or to trusted and loyal customers whom 

they have dealt with in the past. The company should only offer a credit period 
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of 15 days in order to increase its cash flow. However, this could lead to a loss 
of certain potential customers who were willing to buy the car on credit. 

 
 

●​ Inventory management: To manage the inventories effectively they should 
increase the number of stock cycles and devise a method in which they place 
an order 10-12 before they feel that inventories might run out. They should 

only order the cars that are more demanded and should not order cars that are 
less demanded until their stock is over. However, there might be a shortage of 
supply when they do not get their stock on time. E.g. there might be a flood 

and the route to Noida might be blocked so the stock cannot be delivered and 
thus customers will have to wait and some customers might not be willing to 

wait so they may lose the customers. 
●​ Delivery order: a mutual decision must be made with the banks that the money 

after deliver order has been issued by them should reach nimbus within 2 days 
so that can use that money from banks instantly. However if the banks do not 
agree to this the company should opt for some other bank. 
●​ Contribution analysis: In order to increase the sale of accessories nimbus 
should offer discount coupons to customers who have bought cars so that they 

come back and get their car serviced from nimbus or buy accessories from 
nimbus this will keep the customer tied to nimbus and prevent him/her from 

going to any other dealer. 
 

 
Ratios 

To measure and understand the current liquidity status at nimbus I would like 
to use liquidity ratios: 

●​ Current Ratio = Current Assets/ Current liabilities 
 364,348,527 

302,993,112 = 1. 202

 
A current ratio of 1.20 means that for every 1 rupee that the firm owes to its  
creditors; it is owed 1.2 by its debtors. The firm is at a little risk as it might not 
be able to pay off all its debts and operate at the same time in a crisis situation. 

 

●​ Acid Test Ratio = Current Assets – stock/ Current liabilities 
 90,950,795

302,993,112 = 0. 300

 
It is a measure of a company's ability to meet its short-term obligations using 
its most liquid assets (near cash or quick assets). ​
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Normal value: no less than 1. An acid test ratio of 0.300 means that the 
company cannot pay of its liabilities with quick assets such as cash, bank 
balance, etc. 
 

●​ Creditors Day =  = 6.36 𝑇𝑜𝑡𝑎𝑙 𝐶𝑟𝑒𝑑𝑖𝑡𝑜𝑟𝑠 𝑥 365
𝐴𝑛𝑛𝑢𝑎𝑙 𝑆𝑎𝑙𝑒𝑠

A creditor’s day ratio of 6.36 means that on an average it takes the company 6 days to 
get paid from its debtors. This is a very low value and thus the company has a risk of 
going bankrupt in a risky situation. 

●​ Debtors Day =  = 7.1 𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑏𝑡𝑜𝑟𝑠 𝑥 365
𝐴𝑛𝑛𝑢𝑎𝑙 𝑆𝑎𝑙𝑒𝑠

 
A debtors day ratios of 7.1 means that on an average it take the company 
around 7 days to get pay of all its creditors. This is a very low value for the 
debtor’s day ratio and thus nimbus has a chance of going bankrupt in a crisis 
situation.  

SWOT Analysis 

Strength 

●​ Various products are experiencing high market demand. E.g. Creta+ (SUV), 
I20 Active, etc. 

●​ Low administrative cost and selling cost. 
●​ Efficient and productive labor force. 
●​ Rise in the working and middle class income. 
●​ Efficient and qualified managers. 

Weakness 

●​ Lesser car models as compared to other automotive manufacturers. 
●​ High interest rate and overhead level. 
●​ High Inventory costs of some less demanded car models. E.g. EON, Elantra, 

etc. 
●​ Lesser sales promotion activities as compared to competitors. 
●​ -Poor credit management. 
●​ High debtors days sales outstanding. 
●​ Lower creditors outstanding. 

 

 

Opportunities 
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●​ Growing population in country 
●​ Focus from the government in improving the road infrastructure 
●​ Rising living standard 
●​ Increase in income level 
●​ Better car technology is demanded 
●​ Rising rural demand 
●​ Having a car is status symbol 
●​ Women drivers have increased 

 

Threats 

●​ Higher EMI’s on auto-loans. 
●​ High petrol, diesel and CNG costs. 
●​ Smaller players that do not fulfill international standards. 
●​ Increased congestion in urban areas 
●​ High Inflation rate. 
●​ Lower GDP rate 

 
 

Conclusion 

In Northern India Nimbus motors has gained a name and fame in the field of car sales, 
services and spare parts. It is a non-government Indian company limited by shares. To 
meet the demand of the customer and for improving the cash inflow the company has 
established four service outlets and the infrastructure is of best standards in the 
industry keeping pace with the ever demanding expectation of the customer. For 
improving its cash flow in the coming financial year, Nimbus motors has shifted its 
main mechanical shop to a larger space with the capacity of handling 100 cars a day 
and establish a big stockyard with a parking capacity of 400 cars. For improving its 
cash inflow nimbus motors has taken many successful measures, which are closely 
linked with the management of cash inflows, which can be increased by increasing the 
assets and decreasing the liabilities. 

 

Recommendation 

 

Nimbus motors should sell lesser products on credit basis and should only give it to 
trusted customers who adhere to time limitations, level and keeping a lesser stock of 
the less demanded cars whilst keeping a higher stock of the more demanded cars will 
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both help Nimbus increase its cash flow not only in the shot-term but will also help 
Nimbus sustain proper cash flow management. Proper Inventory management will 
also help nimbus improve its cash flow and boosting sales in the accessories sector 
will increase revenue, thus improving the cash flow in the company. 
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Appendix B. 

Questionnaire 

 

How many times do you visit nimbus motors? 

a.​ Once 
b.​ Twice 
c.​ Thrice 
d.​ Four times 
e.​ Five times 

 

What is the average monthly income paid to the employees of Nimbus motors? 

a.​ Less than Rs. 10000 
b.​ Rs. 10000 –Rs. 20000 
c.​ Rs. 20000 –Rs. 30000 
d.​ Rs.30000 –Rs.40000 
e.​ Above 40000 

 

In your opinion how can Nimbus motors  increase its cash flow? 

a.​ By taking measure of cash flow statement 
b.​ By taking measure of working capital management  
c.​ By taking measure of ratio analysis 
d.​ By taking measure of trend analysis 0f cash inflows and cash outflows 
e.​ Above all 

 

How many cars does nimbus motors sell everyday? 

a.​ 1-2 cars  
b.​ 3-4 cars 
c.​ 4-5 cars  
d.​ 6-7 cars 
e.​ 8-10 cars 

 

Has the productivity of Nimbus motors changed with the progress of time? 

a.​ Increased 
b.​ Decreased 
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c.​ Remained the same  
d.​ Don’ t know 

 

Has the size of the working employees changed since the time Nimbus motors began? 

 
a.​ Increased  
b.​ Decreased 
c.​ Remained the same 

 
 

Does nimbus motors provide the service of credit? 

a.​ Yes  
b.​ No 
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Interview with Finance Manager 

Q1 Since when has nimbus been facing a liquidity crisis? 

ANS Nimbus has been facing a liquidity crisis since 2014 and the situation keeps 
getting worse with time. 

Q2 What is the major reason according to you that contributes to the liquidity crisis? 

ANS One of the major reasons we found out from our analysis was out of sync credit 
terms, the current credit policy is a 30 day maximum policy and the credit option is 
offered, however as we notice an increasing number of bad debts being face by the 

company the policy will be changed soon 

Q3 What are some other reasons that contribute to the liquidity crisis? 

ANS Some of the other reasons are late delivery order payments from banks, 
improper inventory management, no or little from the accessories shop, and improper 

cash flow management. 

Q4 Have you or anybody taken any measures to tackle the situation? 

ANS We at nimbus have developed a new credit policy which will be put into practice 
in the coming year, this policy will ensure that the credit period is reduced and only 

customers who have proved to be trustworthy will be liable to it. We are hiring trained 
professional in finance and sales who will help us improve the cash flow at nimbus. 

Q5 Where do you see nimbus a year from now? 

ANS I believe that with all the measures we are taking to improve the cash flow 
problems, nimbus should be out of this liquidity crunch. All of us at nimbus hope to 

see a happy and prospering nimbus in 2016. 
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