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[bookmark: _Toc500965524]Introduction 
This report critically evaluates how organisation use the financial ratio to make decisions and how financial ratios can be compared, in order to evaluate within the organisation as well as the within the industry to measure the performance of the organisation and the future predictions. First part of the report includes the broad view of the selected organisation’s history, organisation’s structure and the organisation’s performance. In order analyse critically, this report will focus on telecommunication industry, with such company listed on London stock exchange, the choice of Talk Talk Telecom Group PLC will be main company based on performance ratio and which will be benchmarked against Vodafone. Next the discussion part includes the calculations of the financial ratios (such as profitability ratios, liquidity ratios, efficiency ratios etc.), critical analysis of the calculated ratios, and possible reasons for the ratios changes and comparison with competitors and future projections. Next part of the report includes the pros and cons of the ratio analysis. The eventual part includes the reference for the particular report, therefore this report will take the secondary resources hence the information will be taken from the journals, researchers, web pages, business articles etc. 











[bookmark: _Toc500965525]Organization History
Talk Talk group is a Private limited telecommunication company normally used to call as Talk Talk group. It is providing wide range of services to the customers such as pay television, telecommunications, internet services and mobile networks. It is providing, services all over the UK. Talk Talk was found in 2003 as a subsidiary of Carphone warehouse and reemerged as a unique organisation in 2010 in London (Group, 2011).  
After initiation and for the first time the organisation provide only fixed telephone services to the customers, so that it can in near future then be able to expand their services to different sectors and able to diversify their services. Now the Talk Talk group companies able to offer customer mobile telephones and broad band services under their brand also for business organisations they provide the Talk Talk business brand (Group, 2011). In 2012 the organisation invested the own exchange infrastructure this would enable to provide the service to the customers efficient manner for the lower cost due to this, the organisation would be able to expand their business drastically in 2012 Talk Talk become the UK’s second largest telecommunication organsation only second to the Virgin media. 
For the very first time Talk Talk broad band launched in 2004. In 2006 April they were able to launch a new broad band service as it was promoted as the free broad band forever because they would able to provide 8 Mbits with 40 GB monthly usage for just £20.99/month for this particular service the customers would have to sign 18 months contract (Group, 2017). This particular marketing strategy increases the customers acquisitions of the of Talk Talk due to the higher competition for the free broad service customers had to wait long time to get the services, because of long waiting time to contact the customer service agents etc. When they launched this special offer around 400,000 customers subscribed to particular service, but the organization was unable to manage these customers properly, so they allowed the customers to withdraw 18 months agreement since the organisation failed to provide the service commitments and due to this Talk Talk had lose their 20 percentage of customers who had the line problems, phone exchange issues etc., based on the above mentioned reasons the Talk Talk customer satisfaction level became so low and at such level, it had negative impact on the growth of the organisation. 
In 2005 Talk Talk had 2.5 million customers, and in 2009 they were able to increase the customers up to 2.7 million due to the acquisition of Tele 2 for £11.5 million and One Tel for £169.6 million. Year 2010 was not a good year for the organisation because the study carried out by the UK telecoms regulator found that Talk Talk average internet speed was 7.7-9.3 Mbit/Sec even though they advertised as 24 Mbit / Sec due to this illegal actions Talk Talk was warned by the telecommunication regular system and they found around 62,000 incorrect bills were set out. Despite this issue, they were given time to correct this mistakes by telecommunication authority before the end of  August 2011,but the organization miss the deadly and was fined £3 million also telecommunication authority found that from January 2010 to march 2011 the organization had billed incorrectly over 65,000 customers due to this further they had to pay another £2.5 million in refunds this would highly impact the organisation growth and the customer satisfaction (Halliday, 2010). 
In 2014 Talk Talk was able to purchase the ADSL business from virgin media this particular procedure enables the virgin media to concentrate on the cable broad band offering due this acquisition Talk Talk improve in attracting new customers.  In 2015 Talk Talk would be able to purchase service Blinbox and the Tesco broad band service for £5 million. In 2015 Talk Talk confirmed the merge of Blinbox into the existing service.
In 2015 Talk Talk was faced significant loss because the clients details were hacked during this period around four million customer details were hacked due to this customers were complaining that they were targeted by the criminals (Price, 2017). Even though the organisation argued that the very tiny amount of customers details was stolen and that much of the information not enough to take the moment from the customers the argument was not accepted by the customers and organisation had to pay £400,000 to the Information Commissioner's Office for its carelessness on securing customers data. Also 101000 subscribers left the service this would cost around £42 million to the origination. In 2016 January also, there was router issue in the organisation specially customers had wait long period of time without the Internet. After this crisis Talk Talk was able to develop their organisation and able to achieve £2 million net income in 2016.




[bookmark: _Toc500965526]Discussion 

Financial ratio analysis is important in assessing and improving company performance. These ratios help in directing attention to areas of the business that needs additional analysis, because ratios provide some measures base on profitability and position of cash flow of organisation.
Different ratio analyses enable the organisation to find out whether organisation going on the track and they can check whether organisation can achieve their objectives end of the financial period. Comparing the different years financial ratios of the organisation enable to find out how organisation performing throw out the years specially when the investors make decision regarding their investments these ratios are very essential. Other than these comparing different organisations financial ratios with organisation ratios enable to increase performance of the organisation hence enable to find out the strength and weakness compared to their competitors.
Profitability Analysis
Profitability measures overall organization performance in terms of margin and returns. According to (Peavler, 2014) “Ratio shows margin represent the organization ability to convert organization sales into profit during given time frames. Ratio that show return represent the organization ability to measure the company’s efficiency to generate for its shareholders”
	
Fiscal year ends in March.GBP
 in millions
	Talk Talk
2013-03
	Talk Talk
2014-03
	Talk Talk
2015-03
	Talk Talk
2016-03
	Talk Talk                                                                                         
2017-03
	Vodafone
2017-03

	Revenue
	1670.00
	1722.00
	1795.00
	1835.00
	1783.00
	4763.1

	Gross Profit
	919.00
	953.00
	980.00
	990.00
	970.00
	1305.5

	Operating Income
	141.00
	51.00
	54.00
	38.00
	95.00
	37.25

	Net Income
	100.00
	28.00
	72.00
	2.00
	58.00
	60.79

	Total Assets
	1302.00
	1323.00
	1463.00
	1533.00
	1563.00
	1548.64

	Gross profit margin = Gross profit/Sales*100

	
55.03%
	
55.34%
	
54.60%
	
53.95%
	
54.40%
	
27.41%

	Operating profit margin= operating profit/Sales*100
	
8.44%
	
2.96%
	
3.01%
	
2.07%
	
5.33%
	
7.82%

	Net profit margin=Net profit/Sales*100
	
5.99%
	
1.63%
	
4.01%
	
0.11%
	
3.25%
	
12.7%6

	Return on Assets= Sales/Total Assets*100
	
1.28%
	
1.30%
	
1.23%%
	
1.20%
	
1.14%
	
3.08%




Gross profit margin. According to (Peavler,2004) It shows the cost of of goods sold as it affects the gross profit as percentage of revenue, the ratio looks at how well the organization control the cost of it inventory and manufacturing of its products and subsequently pass on that cost to it customer”
Talk Talk group able to maintain higher rate of gross profit margin throughout the years (last five years average around 54%) this somewhat higher  compared to Vodafone because their last five years average gross profit margin was around 27 (Rodrigo, 2017). The service prices of the services are almost doubled compared to the cost of service, this is mainly Talk Talk group able to fix the higher premium prices for their services because of their brand image and the quality service. Even though there are no significant differences in the gross profit margin throughout the years there was slight decrease in the 2016 financial year this is mainly due to the increment of cost of services, and sales increment. Talk Talk should identify the less costly supplier of material and goods as well as the other creditors in order to reduce the impact of the cost of sales on the gross profit margin of the organization
Talk Talk group operating profit margin same as their main competitors such as Vodafone  able to maintain around 3% operating profit throughout the years (Talk Talk Telecom Group PLC, 2014). It is slightly reduced in 2016 because in that particular period organisation’s customer’s personal details hacked so recover those issues organisation had to spend higher compared to the other periods. Organisation’s operating expenses includes the research and development cost and the sales and other administrative costs. As a telecommunication organisation research and development cost is somewhat high compared to the competitors and other organisations but it is very fair because they continuously able to produce innovative and premium products due to the their research and development if they reduce those amounts this will influence the innovative ability of the organisation and premium pricing strategies, eventually competitors may capture the Talk Talk group market, therefore Talk Talk so cannot reduce the research and development cost what so ever. When it is come to the sales and administrative cost the Talk Talk nearest competitor Vodafone able to maintain this cost very lower compared to their competitors by implementing different strategies. Vodafone able to reduce their labor cost by opening their manufacturing process in the Asia countries such as China, Indonesia, India etc., these counties labor cost are very low compared to the Europe countries so implementing this strategies enable the organisation to reduce the labor cost this would increase the operating profit of the organisation (Vodafone, 2008).Other main operating cost is the sales cost, Talk Talk sales strategies are very cost effective because their marketing strategy more towards the online marketing rather the direct marketing this would enable organisation to cover lot of customers in one time is strategy is low cost and cost effective and also Talk Talk more targeting the students and the young for their service because this will ensure long term income. 
          According to (Peavler,2014)” The net profit margin measure profitability after consideration of all expenses including taxes, interest and depreciation, it identifies how much of each sales pound shows up as a net income after all expenses are paid”
           Last five year’s organisation net profit margin is around 2.5%, this amount was significantly fluctuating due to the several reasons.  Specially in 2015 the net profit margin was very low compared to other years because in that period organisation lost huge number of customers as well as had to pay huge amount penalty due to the illegal advertisement about the broad band speed. Organisation able to maintain the lower the interest cost due to the lower borrowing compared to the other cost the interest of the organisation can be ignored because it is only around 15 million pounds. Lower amount of interest cost enables the future borrowing and lenders will give the loans without a big issue. As a UK based organisation Talk Talk group has to pay higher rate tax from their profit this amount is very significant when consider the overall profit. Talk Talk competitor Vodafone as multinational organisation able to use different transfer pricing strategies that can give the opportunity to reduce the tax burden of the organisation, even though different pricing strategies help to reduce the tax burden of the Vodafone in the hand mangers sometime would not like this strategies because this influence their performance evaluations (Weisbach, 2004). 
[bookmark: _Hlk502767034]Return on investments indicates how the organisations effectively use their assets to generate the sales to achieve their objectives (Lazonick, Mazzucato and Tulum, 2013). Talk Talk group able to maintain the ROA around 1.2 from year 2013 to 2017 hence able to create 1.2 pounds for each and every pound asset investment also there was slight reduction in ROA in fiscal year 2017. Even though there was no significant decrease or change in the sales throw out the years the ROA has been reduced due to the increment of the total assets. Hence there was slight increment on current assets (cash and equivalents and short-term investments) this would impact on the ROA. Even though total assets include the organisation goodwill, intellectual properties and the brands image of the organisation (As the Talk Talk has a valuable brand image in UK) the impact on the ROA for these above-mentioned particulars are zero.  
Profitability ratios measure the efficiency in organization and their useage in turning business activity to profit, the gross profit assesses the organization ability to turn revenue into profits, while return on assets measures the organization ability to use the assets to produce net income. Talk Talk can improve on their profitability ratio, by constantly concentrating on sales efforts, by using accurate and better sales mix. More so they should expand their market just like Vodafone, with this they can boost their productivity effectively, as well manage the cost very efficiently will be able to drive profitability.

Liquidity Ratios 
	Fiscal year ends in March.GBP in millions
	Talk Talk
2013-03
	Talk Talk
2014-03
	Talk Talk
2015-03
	Talk Talk
2016-03
	Talk Talk
2017-03
	Vodafone
2017-03

	Total current Assets
	256.00
	284.00
	365.00
	364.00
	437.00
	25542

	Total current liabilities
	477.00
	509.00
	550.00
	606.00
	538.00
	30595

	Cash and cash equivalents
	7.00
	
	10
	10
	50
	8835

	Inventories

	23
	24
	31
	57
	18
	576

	Current Ratio =Total current assets/Liabilities
	0.54
	0.56
	0.66
	0.60
	0.81
	0.84

	Quick Ratio = (Total current assets-Inventories)/Current liabilities
	0.49
	0.51
	0.61
	0.51
	0.78
	0.82

	
	
	
	
	
	
	



[bookmark: _Hlk502767203]Organisation’s current ratio identifies how organisation has ready asset to cover their liabilities  (Hossan and Habib, 2010). Here in this scenario Talk Talk has sufficient amount assets to cover their liabilities this impliedly ensure the sustainability of the organisation. Even though there was no any significant difference in the current ratio throughout the years there was slight increment in year 2017 this due to increment of total assets and the slight reduction in total current assets. Quick ratio  indicates that how much organisation having the readily current assets to cover their liabilities hence for the calculation the current assets would be calculate without the inventory as it will take time to change inventory in to cash  (Hossan and Habib, 2010).  There was no huge different between organisation current ratio and the quick ratio as the Talk Talk maintaining the fewer amount of inventory. There are lot strategies has been maintained by the Talk Talk to reduce the inventory. As a technology related company according to the customer needs the supply also should be changed if not they can’t compete with the competitors, to overcome this issue Talk Talk maintaining lower amount of inventory. By implementing this strategy Apple able to reduce the administrative and other overhead costs hence the lower inventory would reduce the security cost, ware house cost, insurance cost and other overhead costs also organisation can’t concentrate on the customer demand and innovative product because they have to concentrate to reduce the inventory this will make the market losses and competitors such as Vodafone may acquire the Talk Talk customers. In other hand if the organisation want to maintain the lower inventory Talk Talk has to maintain the supplier relationship than only they will supply the raw material (electronic materials and other supporting services) according to the need and the quality manner. According to the statistics Vodafone able to  maintain lower level suppliers to provide their raw materials, maintaining lower level suppliers enable the organisations to concentrate on the suppliers separately and enable to make proper supplier relationship in other hand maintaining lower level suppliers negatively may impact the organisation’s performance for an example if one supplier will not be able to supply a particular raw material then finding a new supplier in a competitive environment is very hard this Vodafone strategy enable them to compete in the world market.
Liquidity ratios are mainly two which are current ratio and quick ratio. The current ratio usually used to examine the percentage of current available asset an organization has to meet it liabilities and be able to provide a vital indication of the organisation’s ability to cover its short term liabilities, sweep account is one of the to improve current ratio, that is by using it to transfer funds into higher interest rate account, when they are not needed and move back to readily accessible account when needed, current ratio also improve if the organization payoff liabilities, Talk Talk  will need to apply some of this approaches mentioned ,if they want to be more competitive in the telecommunication industry 





Efficiency ratio
Efficiency ratio is use to analyse how well company uses it assets and liabilities internally, therefore, it is used in calculating, the turnover of receivable, the repayment of liabilities as well as general use of inventory and machinery, also used for calculating quantity and usage of equity. It also measures an organization ability to use it assets to generate income, especially when collect cash from customer or the amount of time it takes to convert inventory to cash, it is an important ratio, because any improvement in efficiency ratio translate to improve profitability. Talk Talk though the efficiency ratios calculate above below is relatively average, but can be when effective, and when account receivable, repayment are managed very effectively. 

	Fiscal year ends in March. GBP in millions except per share data.
	Talk Talk
2013-03
	Talk Talk 
2014-03

	Talk Talk 
2015-03
	Talk Talk
2016-03
	Talk Talk
2017-03
	Vodafone
2017-03

	Revenue
	 1,670.00 
	 1,722.00 
	 1,795.00 
	 1,835.00 
	 1,783.00 
	47631

	Receivables
	 123.00 
	 135.00 
	 153.00 
	 144.00 
	 147.00 
	14430

	Accounts payable
	 210.00 
	 208.00 
	 218.00 
	 304.00 
	 273.00 
	18571

	Cost of Sales
	 751.00 
	 769.00 
	 815.00 
	 845.00 
	 813.00 
	34576

	Inventories
	23
	24
	31
	57
	18
	576

	Total assets
	 1,302.00 
	 1,323.00 
	 1,463.00 
	 1,533.00 
	 1,563.00 
	154684

	Total non-current assets
	 1,046.00 
	 1,039.00 
	 1,098.00 
	 1,169.00 
	 1,126.00 
	111947

	Accounts receivable days = (Total Receivables/ Sales) *365
	26.88
	28.61
	31.11
	28.64
	30.09
	110.50

	Accounts payable days = (Total Payables/ Sales) *365
	45.90
	44.09
	44.33
	60.47
	55.89
	142.31

	Inventory Turnover = (Inventory/ Cost of sales) *365
	11.18
	11.39
	13.88
	24.62
	8.08
	6.08

	Asset turnover = (Sales / Total Assets)
	1.28
	1.30
	1.23
	1.20
	1.14
	0.31

	Fixed Asset Turnover = (sales / Fixed Assets)
	1.60
	1.66
	1.63
	1.57
	1.58
	0.43



[bookmark: _Hlk502767412]Accounts receivables days indicate how the organisation manages their debtors effectively (Doina, 2008). Talk Talk able to maintain very good payable days compared to their competitors it is only around 30 days except year 2017. Normally Talk Talk competitor such as Vodafone receivable days for the last two years around 40 days this is impliedly indicates the efficiency of the Talk Talk Group. Talk Talk can reduce their receivable days and reduce the bad debits by implementing different strategies such as giving the discounts and making long term relationship with stakeholders who pay their credit on or before the due date. Also Talk Talk can introduce the penalty closes and the interest payments for the stakeholders who delay the payments after the due date.  
Compared to the receivable days the payable day of the organisation is high but it is the normal standard rate in the industry. Even though there is no higher impact on the organisation sustainability if the payable days increased because of the organisation brand image and the capacity but it may affect in the long run. By reducing the payable days of the organisation Talk Talk can increase the supplier relationship and able to retain the suppliers this will ensure the competitive advantage of the organisation also organisation can get the discounts if they pay creditors before the due date. Organisation last year average payable days around sixty days except year 2013 to 2015 in year 2016 and 2017 the organisation payable days reached around 60 days this is not a good sign for the organization because if the organisation delay the payment there might be a penalty closes and creditors may reluctant to give the loans.
Inventory days indicate how the organisations effectively manage their inventory to reduce their overhead cost while satisfying the customers. Talk Talk able to maintain the lower level inventory throw out the years just 13 days except in year 2016 in year 2016 the inventory exactly doubled compared to the previous years this indicates, in fiscal year 2017 the inventory holding cost and other overhead were high compare to the previous years this is mainly due the inventory in 2016 this almost double compared to the previous years (Kontus, 2014). Even though there was huge stock in the inventory in 2016 compared to previous years organization able to reduce those inventories significantly in year 2017 this impliedly indicating the efficient management of the organization. Talk Talk able to maintain their inventory day’s lower level compared to the industry competitors because of their research and development and innovation ability so the demands for the products are very high even though they fix higher premium prices for their products. 
Fixed asset ratio analyses how the organization used their fixed asset to generate the sales hence analysing how the organisation property, plant, equipment etc. influence to create the sales. For the Talk Talk group perspective, it is very good measure to identify their value of their goodwill and the brand image of the organisation hence organisation can identify how much their brad image and the goodwill influence their sales. Organisation able to maintain the fixed asset turnover around 1.6 throw out the years meaning each and every pound invested for the fixed asset able to create more than one pounds for the organization this will positively impact on the future fixed assets investments.
Gearing ratio and the interest cover
[bookmark: _GoBack]Gearing ratio indicate the long term solvency of a company and to what extent the company is using long term debt to support their company, therefore gearing ratio is used in analyzing an organization capital structure and mainly assessing the organization financial position in the long run .Talk Talk will be able to compete very well in the communication industry and it will be to their competitive advantage compare to Vodafone, if they keep low ratio of gearing, which will help them to borrow from financial sector, and be able to invest and expand their products, which will have positive effect on their profit and allow bigger share of the market in telecommunication industry. 
	Fiscal year ends in March. GBP in millions except per share data.
	Talk Talk
2013-03
	Talk Talk
2014-03
	Talk Talk
2015-03
	Talk Talk
2016-03
	Talk Talk
2017-03
	Vodafone
2017-03

	Total non-current liabilities
	 383.00 
	 467.00 
	 616.00 
	 696.00 
	 885.00 
	38576

	Total assets
	 1,302.00 
	 1,323.00 
	 1,463.00 
	 1,533.00 
	 1,563.00 
	154684

	Total current liabilities
	 477.00 
	 509.00 
	 550.00 
	 606.00 
	 538.00 
	30595

	Income before taxes
	 122.00 
	 31.00 
	 32.00 
	 14.00 
	 70.00 
	2792

	Interest Expense
	 14.00 
	 16.00 
	 17.00 
	 21.00 
	 27.00 
	1264

	Gearing ratio = Total non-current liability/ (Total assets- current liabilities)
	 0.46 
	 0.57 
	 0.67 
	 0.75 
	 0.86 
	0.31

	Interest cover ratio = Net income before interest and the tax/ interest cost
	 9.71 
	 2.94 
	 2.88 
	 1.67 
	 3.59 
	2.21



[bookmark: _Hlk502767570]Gearing ratio indicates how the organisations raise funds for their investing purposes Different organisation raises funds from different methods according to their needs. Here in this particular scenario Talk Talk raised funds via the equity rather than the debit in previous years hence in year 2013 the gearing ratio is less than 0.5 but it had been gradually increased. Over the years there were significant changes in the gearing ratio of the organisation hence it had been increasing throw out the years.  Due to this particular reason interest cost had been also increasing throw out the years. The organisation had been increasing the debit fund raising compared to investor fund rising this may be higher demand for the return for their investments but in other hand if the organisation continuously taking the loans from the financial institutions it will negatively influence future debit fund raising. Normally organisations like to maintain the gearing ratio around one it is the normal organization healthier rate but according to organisation’s operations and the investors’ expectations it will change.  
Interest cover indicates whether organisation have sufficient income to cover their interest cost. Normally financial institution when they provide the loans to organisations they will measure this ratio to analyse whether the organisation able to pay their interest and the capital within the due date hence if the interest cover is more than one it is impliedly indicating that the organisation able to pay their interest. Even though Talk Talk has sufficient amount of fund to cover their interest cost Talk Talk group interest cover rate had been decreasing significantly (compare to in year 2013 in year 2017 the interest cover ration reduces around 3 times within the five years) throughout the years since 2013 this is mainly due to the higher interest cost over the years. This issue negatively impacts on the future fund raising of the organisation specially getting long term for the investments will be hard. 


[bookmark: _Toc500965527]Pros and cons
There are lot of pros can be taken by the organisations and the investors by analyzing the ratio analysis. Normally current investors and the future investors make decisions according to the organization’s ratio analysis, whether they can earn something for their investments or not. For an example Talk Talk group previous year earnings per share, ROCE and other profitability ratios enable to attract lot of investors eventually this will increase the share price of the organisation (Jovin, 2013). 
Profitability analysis enable the organisation identify whether organisation achieve their objectives in terms of sales and other costs. For an example by analysing the different year’s gross profit margin Talk Talk group can understand how their sales and cost of sales are differ in different years according to that organisation can make decision to sustain in the competitive market (Jovin, 2013). If sales are reducing over years organisation can implement different strategies such as innovative products, research and developments, new marketing strategies to attract and retain the customers etc. Also, if the cost of sales increasing over years organisation can finding the ways to reduce the cost of sales Talk Talk can find out the different suppliers who can supply the same quality raw material for the lower price this strategy enables the organisation
 to increase the profitability of the organisation. Analysing the same category organisation’s gross profit margin with organisation gross profit margin enable to understand how the organisation performing in the industry. For an example Talk Talk gross profit margin can be evaluated with the Vodafone profit margin and see whether organisation in the track if not according to that Talk Talk can implement different strategies to overcome those issues. 
Organisation’s liquidity ratios enable to understand whether the organisation using their assets in an efficient manner. For an example if the current ration of the organisation higher than one that means organisation have sufficient assets to cover their liabilities. So the organisation such Banks can decide according to their liquidity analysis whether they can offer loans for the organisations (Jovin, 2013). Payable days and receivable days indicate whether organisation manages their creditors and debtors efficiently. For an example if the receivable days of an organisation is very high that is impliedly indicating their receivable policies not good so according to that organisation can develop new strategies to reduce the payable days such as introduce the interest payment for the delay payers and provide the discounts to the creditors who can pay before the due date. 
Analysing the different sectors ratios with the organisation’s ratio enable to increase the performance of the organisation, Hence Talk Talk can benchmark their ratios with other organisation’s which are performing well in different areas this enable to increase the performance of the organisation (Jovin, 2013).  
Cons
Even though there are lot benefits can be achieved by the organisation some cons and misguiding also there.   Different organisations are using different analysis method to analyse their ratios. So it is questionable whether it is correct method to compare the different organisations performance (Lesáková, 2007).  For an example Talk Talk is a telecommunication related organisation their usually maintains lower amount of inventory as the demand for products are changing very quickly but what it is come to manufacturing company such as cement manufacture company their inventory level somewhat high compared high as well their profit margin lower compared to Talk Talk so comparing those organisation performances via the financial ratios is not suitable. Even same industry organisations using different accounting policies to analyse their ratios so comparing those organisations performance according their ratios not appropriate for an example same industry using different depreciation policies to value their asset so this will impact on their ratio analysis. 
Most of the organisation’s management evaluates their managers and their divisions performance according to their profitability ratios hence if the profitability ratios are high their bonuses also high. So this strategy may misguide the managers may misguide or manipulate the accounts to so the higher profit (Lesáková, 2007). For an example manager may so the higher inventory level reduce the cost of sales and can saw the higher profit to get higher bonus. Also, if the organisation considers the numerical values only that will impact on the ratios eventually this may negatively impact on the intellectual capital such as human resource management and organisation’s intangible assets such as brand image and the good will of the organisations.  
Most of the ratio calculations and the evaluations are very complex so those calculations are so hard understanding for the normal investors to take decisions so this may misguide the investors. Hence taking decision only depend on the organisation ratios may misguide the investors also organsation may manipulate the figures to attract the investors.  
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	TALKTALK TELECOM GROUP INCOME STATEMENT

	Fiscal year ends in March. GBP in millions except per share data.
	2013-09
	2014-09
	2015-09
	2016-09
	2017-09

	Revenue
	    170,910.00 
	       182,795.00 
	       233,715.00 
	    215,639.00 
	          229,234.00 

	Cost of revenue
	    106,606.00 
	       112,258.00 
	       140,089.00 
	    131,376.00 
	          141,048.00 

	Gross profit
	       64,304.00 
	         70,537.00 
	          93,626.00 
	       84,263.00 
	             88,186.00 

	Operating expenses
	 
	 
	 
	 
	 

	Other operating expenses
	         4,475.00 
	            6,041.00 
	            8,067.00 
	       10,045.00 
	             11,581.00 

	Total operating expenses
	       10,830.00 
	         11,993.00 
	          14,329.00 
	       14,194.00 
	             15,261.00 

	Operating income
	       15,305.00 
	         18,034.00 
	          22,396.00 
	       24,239.00 
	             26,842.00 

	Interest Expense
	       48,999.00 
	         52,503.00 
	          71,230.00 
	       60,024.00 
	             61,344.00 

	Other income (expense)
	             136.00 
	               384.00 
	                733.00 
	         1,456.00 
	               2,323.00 

	Income before taxes
	         1,292.00 
	            1,364.00 
	            2,018.00 
	         2,804.00 
	               5,068.00 

	Provision for income taxes
	       50,155.00 
	         53,483.00 
	          72,515.00 
	       61,372.00 
	             64,089.00 

	Net income from continuing operations
	       13,118.00 
	         13,973.00 
	          19,121.00 
	       15,685.00 
	             15,738.00 

	Net income
	       37,037.00 
	         39,510.00 
	          53,394.00 
	       45,687.00 
	             48,351.00 

	Net income available to common shareholders
	       37,037.00 
	         39,510.00 
	          53,394.00 
	       45,687.00 
	             48,351.00 

	Earnings per share
	       37,037.00 
	         39,510.00 
	          53,394.00 
	       45,687.00 
	             48,351.00 

	Basic
	 
	 
	 
	 
	 

	Diluted
	5.72
	6.49
	9.28
	8.35
	9.27

	Weighted average shares outstanding
	5.68
	6.45
	9.22
	8.31
	9.21

	Basic
	 
	 
	 
	 
	 

	Diluted
	6477
	6086
	5753
	5471
	5217

	EBITDA
	6522
	6123
	5793
	5500
	5252

	EBITDA
	57048
	61813
	84505
	73333
	76569
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	Fiscal year ends in March. GBP in millions except per share data.
	2013-09
	2014-09
	2015-09
	2016-09
	2017-09

	Assets
	 
	 
	 
	 
	 

	Current assets
	 
	 
	 
	 
	 

	Cash
	 
	 
	 
	 
	 

	Cash and cash equivalents
	14259
	13844
	21120
	20484
	20289

	Total cash
	26287
	11233
	20481
	46671
	53892

	Receivables
	40546
	25077
	41601
	67155
	74181

	Inventories
	13102
	17460
	16849
	15754
	17874

	Prepaid expenses
	1764
	2111
	2349
	2132
	4855

	Other current assets
	3453
	4318
	5546
	 
	 

	Total current assets
	14421
	19565
	23033
	21828
	31735

	Non-current assets
	73286
	68531
	89378
	106869
	128645

	Property, plant and equipment
	 
	 
	 
	 
	 

	Gross property, plant and equipment
	 
	 
	 
	 
	 

	Accumulated Depreciation
	28519
	39015
	49257
	61245
	75076

	Net property, plant and equipment
	-11922
	-18391
	-26786
	-34235
	-41293

	Goodwill
	16597
	20624
	22471
	27010
	33783

	Intangible assets
	106215
	130162
	164065
	170430
	194714

	Deferred income taxes
	1577
	4616
	5116
	5414
	5717

	Other long-term assets
	4179
	4142
	3893
	3206
	2298

	Total non-current assets
	5146
	3764
	5556
	8757
	10162

	Total assets
	133714
	163308
	201101
	214817
	246674

	Liabilities and stockholders' equity
	207000
	231839
	290479
	321686
	375319

	Liabilities
	 
	 
	 
	 
	 

	Current liabilities
	 
	 
	 
	 
	 

	Short-term debt
	 
	 
	 
	 
	 

	Accounts payable
	 
	6308
	10999
	11605
	18473

	Taxes payable
	22367
	30196
	35490
	37294
	49049

	Other current liabilities
	1200
	1209
	 
	 
	 

	Total current liabilities
	5217
	7689
	25181
	22027
	25744

	Non-current liabilities
	7435
	9548
	8940
	8080
	7548

	Long-term debt
	7439
	8498
	 
	 
	 

	Other long-term liabilities
	43658
	63448
	80610
	79006
	100814

	Total non-current liabilities
	 
	 
	 
	 
	 

	Total liabilities
	16960
	28987
	53463
	75427
	97207

	Stockholders' equity
	16489
	20259
	24062
	26019
	31504

	Common stock
	2625
	3031
	3624
	2930
	2836

	Additional paid-in capital
	3719
	4567
	9365
	10055
	8911

	Retained earnings
	39793
	56844
	90514
	114431
	140458

	Accumulated other comprehensive income
	83451
	120292
	171124
	193437
	241272

	Total stockholders' equity
	 
	 
	 
	 
	 

	Total liabilities and stockholders' equity
	 
	23313
	27416
	31251
	35867
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	19764
	 
	 
	 
	 

	Fiscal year ends in March. GBP in millions except per share data.
	104256
	87152
	92284
	96364
	98330

	Assets
	-471
	1082
	-345
	634
	-150

	Current assets
	123549
	111547
	119355
	128249
	134047

	Cash
	207000
	231839
	290479
	321686
	375319
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