Matching functions of writing with the correct paragraphs 

	Advantages/Disadvantages

	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.

	Aim/Purpose
	2.2 Liquidity -To analyse the liquidity of Microchips plc, the report looks at the following financial ratios – the Current Ratio and the Quick Ratio.

	Certainty/Uncertainty
	The Price/Earnings ratio links the market value of a share to the earnings per share. It is a measure of investor confidence where a high P/E ratio indicates that there is confidence in the future earning potential of the business and that investors are prepared to pay more.

	Decreasing/Increasing
	Decreasing - The 2009 figure of 2.7% for Microchips plc is significantly lower than the similar sized competitor (5.7%) and the business sector norm (6.4%). This can be partly explained by the declining growth in sales and increasing COS base that was highlighted in the GP% and NP% sections.

	
	

	Giving exceptions
	High gearing only works when profit levels are high.


	Problems/Solutions
	Review the debtors to see who owes what and how long they take to pay. Identify any high risk or problem customers that require remedial action.

	Showing/Proving
	The actual amounts spent on COS can be calculated from the Sales, GP% and relative COS %.

	Background (added by DCW) 
	Microchips plc is a manufacturing business which produces electronics components for sale to the audio-visual industry.






Try to match all 8 headings below with the correct paragraphs:-


	(1)  Advantages/Disadvantages

	(A) The 2009 figure of 2.7% for Microchips plc is significantly lower than the similar sized competitor (5.7%) and the business sector norm (6.4%). This can be partly explained by the declining growth in sales and increasing COS base that was highlighted in the GP% and NP% sections.

	(2) Giving exceptions
	(B) Microchips plc is a manufacturing business producing electronics components for sale to the audio-visual industry.

	(3) Certainty/Uncertainty
	(C) The actual amounts spent on COS can be calculated via Sales, GP% and relative COS %.

	(4) Problems/Solutions
	(D) To analyse the liquidity of Microchips plc, the report looks at the Current Ratio and Quick financial ratios.

	(5) Background
	(E) High gearing only works when profit levels are high

	(6) Showing/proving
	(F) Review the debtors to see who owes what and how long they take to pay. Identify and high risk or problem customers that require remedial action.

	(7) Decreasing/Increasing
	(G) The Price/Earnings ratio links the market value of a share to the earnings per share. It is a measure of investor confidence where a high ratio indicates that there is confidence in the future business earning potential and that investors are prepared to pay more.

	(8) Aim/Purpose
	(H) 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
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