


Dear Accountant Team at Rangemaster PLC.
From: Harry Bicker at Financial Management LTD.
Date: 29/07/2020
Subject: An informal report on the Statement of Financial Position and the Statement of Comprehensive Income.
Introduction
[image: ]The Statement of Financial Position and the Statement of Comprehensive Income that has been provided by your company has been analysed in this report to help Rangemaster PLC understand the performance of the company and to assist in future forecasts for the company. The types of ratios will be structured into their families to make it a straightforward review as well as a simple extraction of the key ratios.

Rangemaster PLC Statement of Financial Position and the Statement of Comprehensive Income 
The Statement of Comprehensive Income is the first components of the excel spreadsheet which are constructed of the company’s revenue, expenses, and taxations which in summary is its income. Other firms would usually give more detail into their finances with expanding the general terms such as operating expenses which would consist of employee’s salaries or rental of properties as shown in this image below from corporatefinanceinstitute.com.
[image: ]The company has also included its Discontinued operations which as its states were parts of the company which has been brought to a halt or completely discarded. But as for Rangemaster PLC Statement of Comprehensive Income is a simplified report, it does not mean it cannot be as usually to the company as this company in the image to the left.



[image: ]Statement of Financial Position will always contain more information about the companies current situation at the point in time and it can be very important for a business to reflect on along with being useful for investors or credits to help decide on the company. These are usually referred to as a balance sheet. Assets, liabilities, and equity are all used to calculate how much the firm is worth.
This is an example company Northern travel and its balance sheet to present how different the reports can be. Some company won’t have any liabilities such a well-known UK bakery Greggs PLC, no debts can look like a great thing but having long terms loans and paying off debts in an ordinary fashion is a much healthier balance within the firm.

Ratio Families
[image: ]Profitability Ratios
These ratios are calculated by using the following factors operating profit, capital employed, gross profit and revenue.

-ROCE (return of capital employment) has a positive difference of 4.0 which is a 12.8% increase from 2018. A positive trend in ROCE can show how good a company is at employing its capital and how efficient the firm is running.
-Asset Turnover is just passing positive with a difference of 0.1 pence and that is a 5.9% growth, having a higher asset turnover can indicate for a company to not need investment funds and see better return on their investments.
-Gross Profit Margin has stayed the same for the last two years at 26.8% meaning there is nothing to talk about in differences but depending on how the company sees its future, whether it is here for a long run or wants to keep its target at a stable level, we can suggest that Rangemaster PLC is still on its steady course.
-Net Operating Profit Margin is in a low/average position for 2019 rising by 6.5% (difference of 1.2%) as mentioned by corporatefinanceinstitute.com below 5% is low and Between 5-10% is average. As good as a positive position may be for a firm in any results, it can still only be small on a larger scale of diagnostic.
After summarising the Profitability Ratios we can see that the Rangemaster is slowly rising into a good performing company, seeing a lot of positive percentages as a firm would not like to see negative differences in these ratios. It would indicate that the company would be losing money. 
[image: ]Efficiency 
Asset Efficiency is to understand how good a company is at getting rid of inventory and how much they can make from non-current assets.

-Non-current Asset’s value shows that the company is gradually making more money in 2019 compared to 2018 by its 0.4 increase in Pounds, meaning it has risen by 15.6%. As Non-Current Assets are easily converted into cash its ideal for a firm to get the most money per pound for them.
-Inventory Turnover has decreased since 2018 by 1.3 days making that -2.4% in performance, a negative percentage is always a good sign as this is how long a company holds on to its stock before it is sold. A slow decline is better than not having a difference at all, for example, if there showed an increase in Inventory Turnover then Rangemaster would have to investigate this.
Putting the Efficiency ratios together we can see that Rangemaster is showing progression in these areas from these two years, the performance of both ratios are minor improvements. 
[image: ]Liquidity
An ideal Liquidity ratio is 1:1 as it measures how fast a company can buy and sell their assets which is what most industry hopes to achieve. 
-Current Ratios stand differently in its ratio as its best to have a 2:1 as it compares how much its Current Assets weight against Current liabilities. Has increased by 0.1 times closing the position by 0.1 times to hit the recommended ratio for a firm.
-Acid Test is similar to Current Ratios, but it takes into consideration inventory as a form of being able to cover short term debts, with this in mind its value is subtracted from current assets then into the same formula. As seen, its ratio has grown by 0.1 which is a 9.8% growth, heading it further from the recommended 1:1 ratio.
-Creditor days can be noted as either good or bad depending on how the company operates meaning the ratios of Rangemaster are just figures currently but shows in hand a fair amount of days in the year to repay creditors. The time scale has grown since 2018 by 2.4 days which is a 9.8% increased and as put by moneyterms.co.uk the days can either mean the company is changing its operations to keep its good credit for suppliers or it is struggling to pay its creditors.
-Debtors Days has reduced by 1.4 days which is a decrease of 1.8% as for this figure it is all about how the firm runs and what is the best way of working for them. As Rangemaster is a manufacturing company which supply catering machines, one can only assume payments would be in credit instead of cash, but a decrease in debtor days could mean the risk of it not all getting paid. For an investor view its safer for some to invest in a business with does not have a large fluctuation in days between years.  
[image: ]Capital
The elements involved with Capital Structure are Debt to Equity, Debt to Capital also known as Gearing and then Interest cover, these show how financially stable the business is running. 
-Debt to Equity is showing a greater decline in its difference being -19.9 and its performance at -32.4 dropping almost a third. A word to the wise, it is said there is not an ideal level of Gearing it all depends on how the firm controls its equity to debt.
-Debt to Capital is another version of gearing which can be seen to be in the minuses again as its difference is -8.7 and its performance is at -22.9%. Again, the same as Debt to Equity, it all depends on the firm’s management of the Capital to Debt.
-Interest Cover stands at a positive 3.8 difference which is huge 46.3% increase in performance. A greater Interest Cover is key for a company to be able to pay its interest obligations from its profits.
The Gearing Ratios show a huge spike indifference and performance, whereas the Interest Cover its relatively as good as both of them. Without the means of the business structure, there is no definition of where the company is currently standing in the Capital Structure.
[image: ]Investment 
Have the business Investment ratios in attractive order can lead to more investments and will present how well the company is using the investments to build the business bringing a handsome return to the firm and its investors. 
-Earning Per Share has gained through the years by 12pence giving a great performance increase of 23.5%, a lot can be said about these figures as they guarantee the shareholder a good return, as well as proving the companies own performance.
-Price Earnings Ratio is showing a rise in ratios by 0.2 times making it a 3% performance improvement since 2018, with this increase in ratios it will give potential investors more of an incentive to invest. One more thing to note is that even with the rise in ratios it is still not clear to assess if this is a good ratio without access to other company’s PER within the industry.
-Dividends Per Share sees a 3 pence growth, which is a 10% increase in performance mean that the shareholders are gradually getting better returns on their shares in the company. The more Dividends which is issued back to the shareholders the more likely that Rangemaster will be able to get further support from other Investors seeking high returns on their Investments.
-Dividends Percentage Pay-Out has dropped by 3.7 making it -9.1% since 2018. There can be several reasons why Rangemaster didn’t pay out the same Percent in 2019 to 2018, so as planning for ways to bring in higher revenue, but to not that there was still a fair increase in the actual DPS in 2019.
Investments are greatly needed when starting a business, running of a long term business or even with a business with more funds than they can spend. Its Important for the company and the investor to see these ratios in clear analysis and impressive results. 
Conclusion 
It has shown by the results of the report and what knowledge of background that has been giving by Rangemaster, that their ratios throughout the family of ratios are all in good order. From Profitability ratios, everything is moving upwards apart from the gross profit which has not moved from the two years, recommend finding more cost-saving products or ways to sell your service. Efficiency Ratios has gone in the right direction over the two years nothing to input there. Liquidity Ratios would be impossible to analyse fully without an idea of the company’s future, as for the Current Ratios and Acid Test, all is in order there. Capital Ratios is the biggest difference of them all with a lot of large performance differences, suggest the company takes slower actions into highly waged ratios as these. Investment Ratios can be said to be Rangemasters strongest ratio group, as they are all moving into steady positions showing strong management in this area. That said Rangemaster PLC is a promising company with outstanding control over their finance and account management, looking forward to a successful future.
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Non-current asset turnover 2.9 2.5 0.4 15.6

Inventory turnover (days) 54.0 55.4 -1.3 -2.4
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Current ratio 1.9 1.8 0.1 3.6

Acid test 1.2 1.1 0.1 9.8

Creditor days 86.8 84.4 2.4 2.8

Debtors days 74.8 76.2 -1.4 -1.8
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Debt to equity (leverage) 41.5 61.3 -19.9 -32.4

Debt to capital 29.3 38.0 -8.7 -22.9

Interest cover 12 8.2 3.8 46.3
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Earnings per share (EPS) 63 51 12.0 23.5

Price earnings ratio (PER) 5.6 5.4 0.2 3.0

Dividends per share (DPS) 33 30 3.0 10.0

Dividends percentage pay-out 36.6 40.2 -3.7 -9.1
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Year 2019 2018difference  performance  Year 2019 2018difference performance 

sales revenue 5000 4550 450 9.9 ASSETS

cost of sales 3660 3330 330 9.9 non-current assests

gross profit 1340 1220 120 9.8 Property Plant Equipment 1730 1820 -90 -4.9

operating expenses 380 400 -20 -5.0 current assests  

Invertories 740 690 50 7.2

profit before interest and tax 960 820 140 17.1 trade receivables  820 760 60 7.9

interest payable 80 100 -20 -20.0 money bank and cash 560 340 220 64.7

profit before  taxation 880 720 160 22.2 2120 1790 330 18.4

taxation 250 210 40 19.0 total assets 3850 3610 240 6.6

profit after taxation 630 510 120 23.5 EQUITY  

Units £000's £000's ordinary shares of £1 1000 1000 0 0.0

retained earnings 930 630 300 47.6

Ratios total equity 1930 1630 300 18.4

Profitability ratios LIABILITIES  

ROCE 35.2 31.2 4.0 12.8 non-current liabilities  

Asset turnover 1.8 1.7 0.1 5.9 long-term loans 800 1000 -200 -20.0

Gross profit % 26.8 26.8 0.0 0.0 current liabilities  

Net operating profit % 19.2 18 1.2 6.5 trade payables  870 770 100 13.0

taxation 250 210 40 19.0

Efficiency 1120 980 140 14.3

Non-current asset turnover 2.9 2.5 0.4 15.6 total liabilities 3850 3610 240 6.6

Inventory turnover (days) 54.0 55.4 -1.3 -2.4 Units £000's £000's

Liquidity

Current ratio 1.9 1.8 0.1 3.6

Acid test 1.2 1.1 0.1 9.8

Creditor days 86.8 84.4 2.4 2.8

Debtors days 74.8 76.2 -1.4 -1.8

Capital

Debt to equity (leverage) 41.5 61.3 -19.9 -32.4

Debt to capital 29.3 38.0 -8.7 -22.9

Interest cover 12 8.2 3.8 46.3

Investment

Earnings per share (EPS) 63 51 12.0 23.5

Price earnings ratio (PER) 5.6 5.4 0.2 3.0

Dividends per share (DPS) 33 30 3.0 10.0

Dividends percentage pay-out 36.6 40.2 -3.7 -9.1
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RECAP CORPORATION

Statement of Comprehensive Income

For the Year Ending December 31, 20X7

Sales
Cost of goods sold
Gross profit
Operating expenses
Salaries
Rent
Other operating expenses
Income from continuing operations before income taxes
Income taxes
Income from continuing operations
Discontinued operations
Profit on operations of food processing unit, including gain on disposal
Less: Income tax on disposal of business unit
Gain on discontinued operations
Extraordinary item
Gain on sale of diamonds found in landfill
Less: Income tax on diamonds
Extraordinary gain
Net income/earnings
Other comprehensive income adjustments from certain investments

Comprehensive income

$750,000
250,000
300,000

$800,000

200,000

$900,000
250,000

$6,500,000
4,000,000
$2,500,000

1,300,000
$1,200,000
500,000

$ 700,000

600,000

650,000
$1,950,000
100,000
$2,050,000
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2019 2018Difference Performance

Non-current assets 612,727 528,500 84,227 15.9

Current assets:

Inventories 32,000 18,000 14,000 77.8

Trade and other receivables 25,000 20,000 5,000 25.0

Bank and cash 3,000 27,000 -24,000 -88.9

60,000 65,000 -5,000 -7.7

Total assets 672,727 593,500 79,227 13.3

Current liabilities:

Trade and other payables 40,000 31,500 8,500 27.0

Bank overdraft 0 0

40,000 31,500 8,500 27.0

Non-current liabilities

Bank loan 100,000 80,000 20,000 25.0

10% debentures 50,000 20,000 30,000 150.0

150,000 100,000 50,000 50.0

Total liabilities 190,000 131,500 58,500 44.5

Net assets 482,727 462,000 20,727 4.5

Capital and reserves:

Issued share capital

300,000 50p ordinary shares 150,000 150,000 0.0

Share premium 115,000 115,000 0.0

Revaluation reserve 8,727 0 8,727

Accumulated profits 209,000 197,000 12,000 6.1

Total equity 482,727 462,000 20,727 4.5
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ROCE 35.2 31.2 4.0 12.8

Asset turnover 1.8 1.7 0.1 5.9

Gross profit % 26.8 26.8 0.0 0.0

Net operating profit % 19.2 18 1.2 6.5


