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Executive Summary

1. An analysis of the financial performance of Microchips plc over the four year period from 2006 to 2009 covering the five, key areas of profitability, liquidity, efficiency, investment, and gearing.
1. Absolute sales increasing by 20.67% but rate of sales growth declining year on year.
1. Gross Profits falling year on year as sales growth rate declines and Cost of Sales base increases.
1. COS rising through increases in materials and wages, whist overheads remain stable in cash terms.
1. Increasing capital employed and rising fixed assets year on year, despite declining sales growth rates and falling profits. 
1. Increases in assets in preparation for future expansion, changes in product range, or changes in the technology and means of production. 
1. Rising levels of inventory on hand through either increases in materials for new product ranges; increases in obsolete stock as sales growth declines; poor ordering, purchasing and stock management; poor relationships with suppliers and lack of just in time supply. 
1. Inefficient management of debtors and creditors to make Microchips plc a net provider of short term credit.
1. Increase in bank borrowings year on year with a dramatic increase 2009-2009 with a rise to high gearing with 74%. Finance obtained to fund future growth, change in product range (existing products at the end of their life cycle) or change in means of production. 
1. Confidence in future financial performance as evidenced by rising average share price and P/E Ratio.
1. Comparisons made to a similar sized competitor and the business sector norm to make ratios more meaningful.
1. Recommendations suggested to drive the future financial performance of Microchips plc. Areas requiring further investigation also highlighted. 



1.0 Introduction

1.1 Overview
The Board of Directors have requested a report on the financial performance of Microchips plc, based on the last four years of results (2006-2009). Financial performance will also be compared to a similar sized competitor and the business sector norm.

1.2 Background
Microchips plc is a manufacturing business which produces electronics components for sale to the audio-visual industry. The last four years (2006-2009) have seen an average turnover figure of €16.7 million, and a bottom-line profit average of €290,250.
Turnover has grown from €15 million on 2006 to €18.1 million in 2009 (20.67% increase).

1.3 Objectives
This report analyses the financial performance of Microchips plc between 2006 and 2009 inclusive. It aims to offer a comprehensive analysis on the financial performance of the organisation in five key areas (Profitability, Liquidity, Efficiency, Investment, and Gearing). Comments on comparative performance against the results for a similar sized competitor and the business sector norm will also be provided. The report makes recommendations to improve future financial performance and also highlights any areas that require further investigation.

1.4 Benefits
The recommendations and analysis provided by this report will allow the Board of Directors to make decisions on the future of Microchips plc to improve financial performance and benefit shareholders. 

1.5 Exclusion to Scope
The balance sheets, profit and loss accounts and cash flow statements have not been made available. All analysis is made from the information provided – Microchips plc Financial Data (Ratios), Further Financial Information (Sales, Profit, Fixed Assets) and Additional Financial Information – Comparators (see Appendix 6.1, 6.2 and 6.3).
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