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1. Executive summary 


			
		Profit and Loss Account																
											Balance Sheet at 30th May							
					2017			2018										
				£0.000	£0.000		£0.000	£0.000										
															2017			2018
														£0.000	£0.000		£0.000	£0.000
		Sales			9000			9500			Fixed Assets (at net book value)				1700			1750
																		
		Less 	cost of goods sold									Current Assets				

2. Introduction

FFion Ltd is a hospitality company that manages a portfolio of hotels within the United Kingdom and Northern Ireland. As the Company Accountant for the UK region, I have been tasked to produce a report for the Chief Executive.
In the sector of the financial it’s really important to know how to manage the company, every manager should know how to motivate his employees, to know where the problem is.
 The company FFiona LTD which i will present the financial years of 2017 and 2018. 
The situation of the company it’s really important to make the balance every tree mounts to know how it’s going to the company, to know the gross profit, sales, and the net profit, the profit before interest, the liquidity and debits of the company.

I will present the dates which I have for the booth of the years. To can see how it was for these two years the incomes and spends

In the next step you will see are to present the situation of FFion Ltd.
The second step is to present the Zero Based Budgeting.
The zero Based budget is a method to know all the expenses and if that expense which have the company are justification or not.
That process should be done on the zero-based, and the function of the organizations to be analyzed for see the needs and the cost.
The budget is giving us the information about the company and with how much is start the business, the budget it was divided in sectors, like stock, bills, purchases, salary.

When I made all the calculations I sow the executive chef has a lot of lose money, because they didn’t was managed correctly.
How you can see the profit for 2017 is 1700 pounds and for 2018 is 1750, that is difference of 50 pound. 
In the calculation I presented more details of FFiona Ltd Company.

1. Advantages of Zero-based budgeting over Traditional Based Zero-based budgeting is an accounting which is obligated every manager of every company to think about every spent too can have a benefits and to know where and what to fix for the benefits of the company.
That is start since 1970 from Mr. Pete Pyhrr in Texas, he develop that idea because he was an accounting manager. Every company is use that method now because Mr. Pyhrr is shown with that method his fortune up.
That method consists to calculate the budget without to take in consideration the new one, like that we can see the expense which I had for the actual year without to consider the new one, when we make we have to make the older one to know what to remove and where to concentrate more in the new one. The calculation is shown the 1.0% and less in the years which we had taken. That method grew the rate of 57% each year.
The difference between the new and traditional budgeting is in the company are start with the previous period’s budget as a template and then build upon it.
The new budget increases incrementally compared to the previous period's budget, and the companies need to justify new expenses.
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		Profit and Loss Account																
											Balance Sheet at 30th May							
					2017			2018										
				£0.000	£0.000		£0.000	£0.000										
															2017			2018
														£0.000	£0.000		£0.000	£0.000
		Sales			9000			9500			Fixed Assets (at net book value)				1700			1750
																		
		Less 	cost of goods sold									Current Assets						
			Opening Stock	1100				700				Stocks		700			750	
			Purchases	6500				7700				Debtors		649			870	
												Cash at Bank		480			522	
		Less	Closing Stock	(700.00)				(750.00)				Cash in Hand		10			10	
														1839	1190	1630	2152	
				0.7666666667	6,900.00			7,650.00			Current Liabilities							
												Trade Creditors		660			690	
		Gross Profit		23.33%	2100		19.47%	1850				Accruals		45			48	
												Bank Overdraft		150			150	
		Less:	Expenses											855			888	
			Rent	5.6%	500		5.3%	500										
			Rates	1.9%	175		2.0%	180			Net Current Assets			984			1264	
			Motor Expenses	1.0%	90		1.0%	95										
			Advertising	0.9%	82		0.9%	84			Total Assets Less Current Liabilities 			2684			3014	
			Light and Heat	1.1%	100		1.1%	100										
			Depreciation	0.8%	75		0.7%	70			Long-Term Liabilities							
			Insurance	0.1%	10		0.1%	11				Bank Loans		150			150	
			Repairs	1.0%	92		1.1%	107										
			Bad Debts	0.4%	33		0.2%	17						2534			2864	
			Salaries	3.4%	310		3.9%	370			Represented by:							
			Loan Interest	0.1%	10		0.1%	9			Capital			2100			2700	
					1477			1543			Profit for Year			623			307	
											Less drawings			189			143	
		Net Profit for Year		6.9%	623		3.2%	307						2534			2864	
																		
																		
														2017	2018			
			2017 & 2018 Ratio		Sales Growth	500	Current period - Previous period / (Previous Period Sales)=        %				5.56				5.56%			
					Gross Profit	3950	Gross Profit /total Sales     %				21.35			23.33%	19.47%			
					Net profit	930	Net Profit / Sales            %				5.03			6.92%	3.23%			
																		
			Conclusion 		Profit: 	 going backwards driven by increased Purchases up £1200 Costs also increasing more than revenue, although gross profit is only down slightly year on year @												
					Liquidity: 	Liquid Assets have increased by 36% in 2018 against 2017												
					Gearings 	Debt to Equity Ratio. = Total Liabilities / Total Equity A good ratio would be <2 				2017	0.37							
										2018	0.34							
													

	Financial Analysis Trends


	Profitability
Discuss the trends seen in the profitability ratios

The profit is the most important thing for any company, the profit is important because is:
1. A return on investment
2. A reward for taking risk
3. A key source of finance 
4. A measure of business success 
5. A motivating factor and incentive

To can calculate the profit we have to take:
1. The total Sales less total costs and we will have Profit or how we also can noted the loss. 
2. About the profit we have to use the measuring of the profit. 
That measuring is the profit in Absolute terms.
· The value of profits 
· The profit of the year 

The profit in related terms, that profit is earned as a proportion of sales achieved or investment made , like FFiona Ltd is making an investment and is had a profit of 23,33% on return on investment. 
The income statement of FFiona Ltd measuring business performance over a period of time, in own case is 2017 and 2018. 
The performance is the income of the company, against the cost of goods or services and expenses incurred in earning that revenue. 
The assets of FFion Ltd are: 	going backwards driven by increased Purchases up £1200 Costs also increasing more than revenue, although gross profit is only down slightly year on year



			
It’s really important to reduce the zero budget and to up the quality of the stock, 
The executive chef should check to the stock and get a better staff, because the budget zero means the expenses of any departure of the company but here it's really important to know if the cost are effective, and to give more responsibility to the employees but to reduce them, like that the staff will be more motivated, they will produce more like quality and them salary up, like that the company will reduce the spends and will have a more quality and incomes. 

To see the gross profit we have to gross profit divide Sales revenue multiple per 100 to have the percent, in the case of FFion Ltd we have the gross profit of 3950 
Gross Profit	3950	Gross Profit /total Sales     %	     21.35			23.33%	19.47%. 
That is for the sales, we have to see also the net profit we take the net profit for the year divided sales revenue and we have to multiple per 100 to have the percent.
To can have. 
In the case of FFion Ltd the Sales Revenue is 1700 per 2017 and 1750 per 2018, the up is on 50 pound. 

The liquidity 

The liquidity is to see if the hotel or the business which we value have enough cash or equivalent current assets to be able to pay the debts or they will fall. 
FFion Ltd have a very bad liquidity, can calculate the liquidity i take the current assets divided by current liabilities and i receive than cash in the bank or the stock.

The Gearing

The gearing in the finance is the proportion of a business or we can also nominate capital (finance) which we have by the debts. The gearing are two types of part which make the gearing:
The capital of a business represents provided to it to enable it to operate over the long term. 
They are the capital structure equity and debt from the bank loans for a long term and the company is pay the interest.
The reasons for the higher equity is:
When the business risk and when flexibility is required and the company can’t pay the dividends. The reasons of the high level of debt can be an objective:
Where the interest rates are very low and that is equal a debt is cheap to finance
And the other reason is when the profits and cash flows are strong, so debt can be paid.
The liability of FFion Ltd is 660-690. Evaluating the gearing if FFiona LTD is really low. Because is less than 20% if is more than 50% is high but in the case of that company is low. For that company will be really easy to pay interest if the profits and cash flows are strong but in that case they are not. 
To don't fall that company is need to made debts. 

The knowledge from Ratio Analysis

Introduction to Ratio Analysis


The ratio analysis is involves of financial data into business performance. 
The ratio analysis come from the income statement and the balance sheet.
Of the income we can see the revenue, the cost of sales, gross profit, operating profit and the net profit for the year which we want to see how is going the company. 
From the balance sheet we can have information about: Current assets, current liabilities, inventories, trade receivables and payables, long-term liabilities and the capital and reserves. 
To can made a good ratio analysis we need to gather data, calculate ratios and interpret the result and the most important thing is to take action to save the company and to up the incomes of the company. 

The Ratios have three groups.

The first group is the group of the profit which consists of
Profitability: Gross profit, operating profit and return on capital employed 
The second is the liquidity which is the current ratio and the test ratio 
The last is financial efficiency payables, receivables, inventory turnover and the gearing.
The ratios is help to understand to the sectors what we have to pay and if we can pay or not 


The benefits and the limitations of ratio analysis 

The benefit of the ratio analysis is help to planning the next incomes and expenses of the company, is to assist the management, in a basic functions of forecasting.
That is help the booth types of company like the strong and the week company as well. 
Help a lot with the decisions in the investors and lending in the case of bankers, and can change the condition of the business.

Limitations of Ratio analysis 
 
The limitations of the ratio analysis are not adequate because they are only indicators, and we can’t use like final position result of the business.
The limit because we can use only when we make a compared with past result of the company. The statements are subject to limitations and is different for every company, that is mean is depend of who makes and how is read the date of the valuation.

Conclusion 

The situation of FFion Ltd is not very good because the incomes are less, the debt is more than incomes.
The executive chef to can save the situation of the company should value than more the staff and to find new stock with less price, or to reduce his staff with a new but less people which will work more. 
 The profit going backwards driven by increased purchases up £1200 Costs also increasing more than revenue, although gross profit is only down slightly year on year.
That is a mistake of the manager because is not managed in the correct mode, if they want to have more income they have to change the waiters maybe with people which will be more professional because that will bring more guests and up the incomes.
Or to change the price of the hotel because in the hotel industry is really important the knowledge, professional, the place of location, because if is in  a good area a travelling area like close  to the airport or train station and had  a good feedback will have a lot of people.
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