
[image: ]

               MODEL CODE:M5X01922


              COURSE TITLE: Financial management

          
              NAME: Biswajit mukherjee


               NUMBER:1815040  


              Lecturer : Dale Clarke


               





[image: ]

Introduction…………...………………………………………………………pg1


 Research of financial statement…..………………………………………...pg2


 Discussion and understanding ratio……………………………………….pg3


Discussion about using ratio analysis…………………………………… .pg5


Conclusion…………………………………………………………………….pg6


References……………………………………………………………………..pg7








[image: ]
The objective of the assignment  analysis the accounting  statement for  Fifon limited company. In this work we will investigate is financial report for 2017 and 2018. Financial statement is the important part for company. The general purpose for the financial statement to deliver figures about the result of operation, financial position, and cash flows of an organization. Readers utilize this information of financial statements to make opinion regarding the allowance of finances. This financial statement includes the balance sheet. Every companies find out their assets, liabilities,  and equity through balance sheet. Stakeholders use financial statement to check out the risk and come back with their finance to the company and take financial  decisions based on companies interpretation. Prospective investor need companies balance sheet report to evaluate possibility of  investing in company. Every companies release their financial report every year. All companies shows their money in and outing source and  the place where they keep money. 
                                                   Ratio analysis absorb the  illumination of ratio implementing specific essential from the financial statements in ways to help specification the strengths and weakness of the firm. Ratio help amount the relative performance of  inconsistent financial measures that describe the firm’s financial health. When shareholder or financer discuss about basic or quantitative analysis ,they are usually indicating to ratio analysis. There are five basic ratio used:
     [image: ]
1. [bookmark: _GoBack]profitability : this ratio explain a company’s equivalent of profitability, profit of margins, turnover and net profit. Hospitality industry companies huge amount instigated and so many of companies are long set down that means high turnover margins should create at all the way. Profitability ratio analyze a hotel company’s performance sales profit margin, operating margin,  net profit and integrity  and funding. There are several way hotel companies can improve their profitability by detected products which is non profitable. Every hospitality industry has some important things to catch up. So here is most important thigs for hotel industry is  products or services. Customers are always important part of any companies. So find new customers t grow the business. Conversation rate need to be increase. Price promise this things every company are following  so companies need to be review pricing structure. Decrease inventory and reduce overheads. In according to “The basic  reason  why firms  exist  is due  to  profitability. Profit  is  the life  blood  of any  business  which enables business remains a going concern. Profitability is the primary goal of all business ventures. Without profitability, the business will not survive in the long run; Hofstrand.
            source from internet 
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2.liquidity ratios (e.g., working capital): liquidity means how easy way finance can be switch over in to cash. Stocks and bonds are also liquid and can be switch over within days. Liquidity ratio examination refers to the implementation of several ratios to decide the capability of an organization to give payment bill in a timely manner. This research is very important for lenders and creditors who wants to increase some thought of the financial situation of a debtor or customer before authorization them amounts. Now its automatically comes that what is the good ratio? Its mean if company has a high ratio then they are more competent able to pay. On another way if the companies current ratio is lower than 1 then need to be understand that company cannot repay the short term short term debts with cash. “According Palepu et al (2003) analysis done may be within company itself, or for the particular firm but compare for several years, compare the same ratio for the different company in same industry.” 
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Above liquidity ratio example collected and it is only example purpose.

2. debt or leverage ratios (e.g., debt-to-equity and debt-to-asset ratios)

3. operations ratios (e.g., inventory turnover)


4. market ratios (e.g. earnings per share (EPS)

[bookmark: _Hlk24830357]PROFIT AND LOSS ACCOUNT
   Ratio                                                             2017                               2018
                                                                      £000 £000                   £000 £000
 Sales                                                            9000                            9500
Less: cost of goods sold
Opening stock                                              1100                             700
Purchases                                                     6500                             7700
Less: Closing Stock                                (700)                            (750)
                                                                         6900                            7650
Gross Profit                                                    2100                             1850
Less: Expenses
Rent                                                                500                                500
Rates                                                              175                               180
Motor Expenses                                            90                                  95
Advertising                                                    82                                   84
Light and Heat                                              100                                 100
Depreciation                                                 75                                    70
Insurance                                                      10                                    11
Repairs                                                          92                                    107
Bad Debts                                                     33                                     17
Salaries                                                         310                                   370   
Loan Interest                                                10                                      9
                                                                       1477                                1543
Net Profit for the Year                                  623                                   307


Balance Sheet at 30
th May
                                                                   2017                                  2018
                                                              £000 £000                           £000 £000
Fixed Assets (at net book value)        1700                                  1750
Current Assets
Stocks                                                     700                                    750
Debtors                                                   649                                     870
Cash at Bank                                          480                                     522
Cash in Hand                                          10                                         10
1839 2152
Current Liabilities
Trade Creditors                                   660                                          690
Accruals                                               45                                            48
Bank Overdraft                                    150                                          150
                                                               855                                          888
Net Current Assets                              984                                         1264
Total Assets Less Current Liabilities 2684                                       3014
Long - Term Liabilities
Bank Loans                                          150                                          150
                                                            2864
Represented by:
Capital                                                2100                                             2700
Profit for the Year                              623                                               307
Less: Drawings                                  189                                                143
                                                             2534                                              2864

	ratio
	2017
	2018

	Gross profit
	2100/9000*100=23.3
	1850/9500*100=9.47

	Net profit 
	623/9000*100=6.92
	307/9500*100=3.23

	Roce 
	623*10/2684*100=23.58
	307+9/3014*100=10.48

	Total assets Turnover
	9000/2684=3.35 times
	9500/3014=3.15 times

	Working capital turnover
	9000/984=9.15
	9500/1264=7.52

	Current ratio
	1839/855=2.15
	2152/888=2.43

	Quick ratio
	1839-700/855=1.33
	2152-750/888=1.58

	Debtor days 
	649*365/9000=26.32
	870*365/9500=33.43

	Creditor days
	660*365/6500=37.06
	690*365/7700=32.71

	Debt ratio
	855+150/1839+1700=0.28
	888+150/2152+1750=0.27

	Interest cover
	623+10/10=63.3
	307+9/9=35.1



As per above calculation FIFON   limited company started to explanation. There are so many of companies decide to set up internal benchmark. Fffion limited company also might be done this. Above statement its showing that gross profit decreased and which is profitability also decrease but the tendency are usually captured over 5 years.  It is true that there is no surety as data availability only covers 2 years. A figure inside also outside elements can control the inhabitancy price for the hotel. That’s why decrees  the gross profit. So many of things can be reason, which is how is the facilities of the hotels, cleanliness and another things depends on country’s political and economic issue as well as. As per this analysis beside  impact the sales return  decrease the final  return  as well as. Net profit normally company find after deduction all the expenses. By this report the picture is very clear that the net profit of  FIFON limited company remarkably decreased. In according to Robert L. Czudaj, Crude oil futures trading and uncertainty, Energy Economics, 10.10.16/j.eneco.2019.01.002, (2019). profitability is very important for the company  and company always tried to figure out about financial ratio which is profitability ratio. In above profit and loss account explain  the total asset turnover ratio  can be utilize to decide  how economically FIFON limited are manipulating  their resource to make revenue . Here  report is saying the company slightly fall in total asset turnover and it is expecting can be due  to poor availableness to utilize its assets, this probably the rooms out of order due  to lack of maintenance issue with imperfect electrics, lighting problem , or renovations. For better improvement company need to take quicker action to give back room back to normal for the guest by efficient engineering team. Here according to report  working capital turnover of Fifon limited reduced ,this could be reason of decreased productivity of control working capital and result is profits produced by working capital 
As per research liquidity is another important part of the company. This  ratio is explain  that the amount of time company can cover short term credit commitments. The hotel has high proportion current segment both years of research, and its also suggested that business has high liquidity and company can easily manage its arrears and expenditure. This is also notify that high ratio could indicate the company may wish to evaluate this further. The quick equation is more need to focus about assessment of the company’s liquidity . its also stated that the proportion should be around 1.1 but company might be have own inside guideline. Fifon Limited’s liquid resource cover the current liabilities. Arrears days demonstrates duration of the pay back. High arrears appears stakeholders to greater financial risk every hotels create  its own credit phase. As per report Fifon limited  arrears days escalated over the phase being researches. This organization could evaluate new contracts with limited cost periods and they might be choose to keep track of this by monitoring all overdue remuneration and they might be apply this overdue fees to arrears that frequently remunerate than the organization selective time period. Company’s  finance managers implementation the lender days ratio to find out to repayment their short term finance arrears. The reason behind they have mutual understanding for make  payment terms with their provider or they need to arrangement an automated credit reminders so they will not delayed make good relationship with all the supplier.

Gearing is another part of the company which need to discuss through this report. Gearing recommended to the sum of borrowing  a company does in appraisal to its impartiality level. Financing money accepted the businesses’ proprietor to stay in control of the organization without having to  trade  remunerative assets to create principal. The debt proportion  for Fifon limited is slowly falling  which recommended the company investment is decreasing. Gearing ratio is a portion of a company’s financial support. The level of interest aspect debts in its capital structure. Gearing ratio is mostly deliberate by dividing total arear by stakeholders honesty. Alternatively it’s also considered  by dividing total arrears by total capital. The degree of gearing  weather increase or decrease appears the level of economic risk that a organization faces. A extremely geared organization is more vulnerable to financial downturns, and faces the jeopardy of failure and economical failure. This means that with the deficient  cash flows that the organization is getting, it must meet its operative expenditure and make arrears payments. An organization may continuously expertise a deficiency in cash flows and fail to remunerate impartiality stakeholders and lenders. A low gearing ratio might not mean that the organization fundamental is healthy. Specification of every organization depends but by observing the Segment with other business  within the organization will advise  how adequately Fifon limited consistency its arrear and integrity. Lower arrear balance may recommended the business is more competent  to accept loans and lower interests rates from depositary as they have considerable integrity to decrease the jeopardy of liquidation. Interest cover explain  financial manager if the organization will be qualified to compensate all interest expenses they must be depository and long term loaners. This hotel has had subsiding turnover and falling interest rates which recommended although recently  they can assuredly bear the expenses. Fifon limited  company may need to be conscious of this segment as should profits pursue to collapse and interest stay the comparable enormously they might be collapse into economical imperilment. There is an example of gearing which is collected from
 https://www.wallstreetmojo.com/gearing-ratio-formula/
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For the annual accounting period years 2017 and 2018 a progression  that recommended a diminution in turnover has evolved when examining the productivity percentage. A more in details research would need to be undertaken initiated to view if this was a outcome of a diminution in trading or escalating costs. Fifon limited  could utilize non budgetary kpi’s to explain the reason of diminution in trading or expanding damages. This is also need to focus for this company that more analysis of the financial statements managerial finances if expenditure are at fault. The liquidity proportion recommended that excluding diminution in turnover the organization has escalation its potential to cover the value of arrear. This is might be reason for escalation in its equity financial cost or Fifon limited company may wish to estimate its stock levels to convince all liquid capital can be used by successfully. The gearing ratio determine for Fifon limited are conflicting and would therefore needed further research. One recommendation escalating constancy and another which is second recommendation that if it was uninterrupted trend that can me seriously economical issue. An appreciation of proportion analysis is very important for hotel managers as it approved them to strategy for different number of position. The use financial statement and balance sheets has a variance of advantages and control.
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Common Size

Income Statement
Income Statement

2016 2017 2016 2017
Sales 14,800 19,500 ‘ 100 = 100
BTG / 9,800 14,000 ! 66 | 72
Gross Profit 5000 5500 34 | 28
() Selling, General, & Admin (SG&A) costs 2,000 2,300 | 14 | 12
EBITDA ‘ 3,000 ‘ 3,200 20 16
| (-) Depreciation & Amortisation 220 230 | 1 | 1

EBIT " 2,780 2970 19 | 15
| (-) Interest costs | 120 105 l 1 1
Profit Before Tax (PBT) 2,660 2,865 ‘ 18 15
() Taxes 875 a5 6 | s

' PAT / Net Profit ‘ 1,785 ‘ 1,920 12 10
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Cash Rati

Balance Sheet Company A
Current Assets

Cash 10,000
Cash Equivalents 20,000
Accounts Receivable $5,000
Inventory 30,000
Total Current Assets 65,000
Non-Current Assets

Property & Equipment 50,000
Total Assets $115,000
Current Liabilities

Accounts Payable 12,000
Short-Term Debt 10,000
Total Current Liabilities 22,000
Non-Current Liabilities

Long-Term Debt 20,000
Shareholders' Equity 73,000
Total Liabilities and SE $115,000
Cash Ratio 1.36
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A

B

Income Statement Amount

Revenue from Operations | 1050000
Other Income 200000
Total Revenue 1250000
Cost of goods sold 682500
Depreciation 200000
Operating Expenses 105000
Interest Expenses 70,000
Tax Expenses 57,750
Total Expenses 1,115,250
Net Profit 134,750
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