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Group Presentations

From the following link
choose a company’s Annual Report for 2021.

Each Group must choose a different Annual Report. The chosen report
must be shared during Saturday, February 11, 2023’s session.

The presentation should highlight the following:
Analyse and comment on the financial performance of the company
using ratio analysis.

. Use between 5 and 7 ratios.

. Give the workings at arriving at each of the chosen ratios, indicating
from where the financial information was obtained.

. Compare the ratios of the company for this financial year and last year’s
ratios.

. Research information about the company that you consider relevant to
potential new investors.
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Presentations

* https://www.learnstockmarket.in/annual-reports
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Group Presentations

Each Group must choose a different Annual Report. The chosen report
must be shared during Saturday, February 11, 2023’s session.

. Analyse and comment on the financial performance of the company
using
. Use between :
. Give the at arriving at each of the chosen ratios, indicating
from where the financial information was obtained.
of the company for this financial year and last
year’s ratios.

about the company that you consider relevant to
potential new investors.
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Assignment Questions

* Assignment Deadline: 2 March 2023

* Approx. 20 hours researching and writing

 Word count: 1,200 words

* You are expected to use the Harvard referencing style
* Presentation is VERY important

* Choose any ONE of the questions
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Assignment Questions

Question 1:

Outline the following financial ratios, covering in detail how to calculate the ratios, their
importance, use and meaning, and the limitations of each of the ratios:

. Acid-Test Ratio

o Asset Turnover Ratio

J Average Inventories Turnover Period

. Average Receivables Settlement Period
o Current Ratio

J Earnings per Share

J Gearing Ratio

. Gross Profit Margin

J Interest cover ratio

. Return on Capital Employed

J Return on Equity
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Assignment Questions

Question 2:

Explain the principles and concepts of Financial Accounting,
giving details and examples of each; their relevance; and any
limitations that the application of such principles and concepts
have on businesses in today’s world.

Question 3:

Identify the main internal and external users of accounting
information of a business, with special emphasis on the type of
information each group requires. Give detailed examples of
why the users would require such information, and what
limitations, if any, exist in providing such data
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What we covered in Lecture 05

* Liquidity Ratios

* Gearing Ratios

* Investment Ratios

* Management Accounts
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Liquidity Ratios

e Liquidity refers to the availability of cash in the near
future after taking account of immediate financial

commitments

* Key ratios:

CURRENT RATIO ACID TEST

CURRENT ASSETS CURRENT ASSETS - INVENTORIES
CURRENT LIABILITIES CURRENT LIABILITIES
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Gearing Ratios

Non-Current Liabilities

Share Capital + Reserves + Non-Current Liabilities




Undergraduate Diploma in
Business Administration

Investment Ratios

Total Dividend Paid

Number of shares in issue
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Management Accounts: The Story behind
the Numbers

Impossible to read numerical tabulations with any accuracy

Concentrate on main numbers (profits — net assets — debt- net cash flow
movement)

Major asset movements

Major changes in group structure

Major changes in financing

Prospects for future growth

Additional information outside accounting statements
 Compare interest paid to loans
e Changes in management
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Sources of Finance

e Short-Term Finance
* Long-Term Finance
e QOutside Investment at start up phase
* QOutside Investment at ongoing phase

* Importance of having adequate finances

* Based on size, type, development phase, scope and
purpose of business entity
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Short Term Finance Types

e Overdraft facility
e Short-term Loan

* Trade Credit
* Leasing



Long-Term Sources of Risk Business Cycle
Finance



Long-Term Finance
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Long-Term Sources of Finance

* To purchase and finance long-term assets (Fixed Assets)
* Cheaper than short-term finance

* Longer to obtain

* Collateral

* Long-term Debt
* Equity
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Long-term Bank Debt

* Long-term Loan — fixed amount for a fixed period

* Advantages
* Exact amount of interest payments
* Fixed interest
e Balance cannot be changed
* Lower interest rate

e Disadvantages
* Early payment penalty fee
e Covenants imposed by Bank
 Security is higher (related to amounts taken)
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Bonds

* Bonds are similar to bank loans
 Sold directly to investors
* Accessible to very good credit rating businesses

* Costly to issue bonds

* Advantages
* Cheaper than bank debt (in the long run)
* No need for collateral
* Trade on capital markets

e Disadvantages
* High issue costs
* Increased governance
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Equity

 Sale of ordinary shares to investors
* Initial Public Offering (IPO)

* Advantages

* Permanent capital
* No fixed repayment of returns — no Dividends policy

* Investment pool is larger
* Owners can divest parts of their company

e Disadvantages
e Costliest form — issue costs

* Losing control
* Only attractive when business is healthy
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Hybrid instruments

e Convertible Bonds
» Established date to convert to equity
* Debt Equity
* Interest due when debt; Dividends when Equity

* Preference Dividends
e Equity, with fixed dividend
* Only when profits are registered
e Higher priority than Ordinary Shares - Liquidations
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Risk

* Risk appetite of Business

e Lowest: Debt vs. Equity

e Lowest: Short-term vs. Long-term
* Flexible terms vs. Fixed term

* Collateral vs. Provisions

* Dividends vs. Interest
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Timing of Finance requirements

* At what stage is the business ?

* Small business less risky than large ones.
 Large businesses to be more established
* Stable earnings vs. Forecast profits

* Type of project to be financed

* Private investors get involved if business is large and established —
public call
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6 sources of Capital
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