MODULE 03: FINANCIAL ANALYSIS

Lecture Title 08: Revision Session No. 1

Lecturer: Antoine P. Portelli Undergraduate Diploma in
Date: 31 January 2024 Business Administration



Module Outline

Undergraduate Diploma in
Business Administration

Introduction : : Accountancy Short-Term vs
) Financial :
to Accounting Techniques & Long-Term
Systems : o
Concepts Ratios Decisions
Evaluation : : Group
: : Financial : :
Financial Forecasts Presentations Tutorials
Statements & Assignment




Undergraduate Diploma in
Business Administration

Self-Assessment




Undergraduate Diploma in
Business Administration

Group Presentations
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Group Presentations

Group 2

Torrent Pharmaceuticals
Limited

Group 3

Ultramarine & Pigments
Limited

Group 4

Astral Limited
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Presentations

The 4 Annual Reports links are:

https://www.learnstockmarket.in/ar/Ultramarine-Pigments-Annual-Report-2023.pdf

* https://www.bseindia.com/xml-data/corpfiling/AttachHis//aa9741a9-f026-474d-9169-
5be6f7ala073.pdf

* https://www.bseindia.com/xml-data/corpfiling/AttachHis//6fe845d6-918b-4ab8-9efd-
36588666¢eeed.pdf

* https://www.bseindia.com/xml-data/corpfiling/AttachHis//bal422ed-e814-4d13-9896-
94ce3ae8d893.pdf
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In-Class Group Presentation

* 20 minute presentation
* using power point
* built together (mostly during supervised sessions)
e delivered during last session — Wednesday 7 February
* by all group members
e questions asked by colleagues and tutor
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In-Class Group Presentation

e Effective presentations

choosing the right font and font size

understanding the importance of simplicity

when to use transitions and animations

how to use the colour wheel

list and understand the different types of visual aids
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In-Class Group Presentation

* Tips

 Adding facts and figures to a presentation increases
audience retention by 20%

* Presentations with visual aids are 43% more
persuasive than the same presentations without
visuals.

* 91% of presenters feel more confident presenting
with a well-designed slide deck



Undergraduate Diploma irUBdeingeasidavaibiptoahimim
Business Administration

In-Class Group Presentation

 Before Starting
* Know your stuff
 Know your audience
* Write it out
* Rehearse
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In-Class Group Presentation

* Fonts

 This is a Sans Serif font

e This 1s a Serif font



Undergraduate Diploma irUBdsirgrasiAgvaidiptoahinin
Business Administration

In-Class Group Presentation

* Fonts

e This is a comic font

» Jtus is scupt fard
o
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In-Class Group Presentation

* Keep Text to a Minimum

 Powerpoint is there as your presentation aid
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In-Class Group Presentation

* Keep Text to a Minimum

 Powerpoint is there as your presentation aid

* If you really need to text heavy a slide, reveal it when
needed.
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In-Class Group Presentation

* Keep Text to a Minimum

 Powerpoint is there as your presentation aid

* If you really need to text heavy a slide, reveal it when
needed.

* Include in the form of short concise
bullets.
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In-Class Group Presentation

* Keep Text to a Minimum

 Powerpoint is there as your presentation aid

* If you really need to text heavy a slide, reveal it when
needed.

* Include in the form of short concise
bullets.

e  Chunks of text will from the slides rather than

communicate with audience.
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In-Class Group Presentation

* Keep Text to a Minimum

 Powerpoint is there as your presentation aid

* If you really need to text heavy a slide, reveal it when
needed.

* Include in the form of short concise
bullets.

e  Chunks of text will from the slides rather than

communicate with audience.

* Otherwise, the rather than listening to you.
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In-Class Group Presentation

 Keep it Simple

Do not fill up empty spaces with unnecessary elements
* This will NOT help audience in understanding what you are saying

 The less clutter in a slide, the more impact your visual message will
have

 Design elements should be kept at minimum to prevent distraction,
such as a simple background
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In-Class Group Presentation

e Limit Transition and Animations

e Using lots of animations is

* |tcanalsobe to view presentation on
different devices

e Usethem , such as to reveal the stages of a process.
 Use only subtle animations, such as etc.

Do not use more than 3 different types of animations in one slide
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In-Class Group Presentation

* Visual Aids
* Pictures
 Graphs
e Object
* Map
 Video Clip
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In-Class Group Presentation

 Visual Aids
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In-Class Group Presentation

e Colours

e Use colours it

e Colours can also evoke emotions and can
eg : highlighting certain

* Use the colour wheel to help you:
https://www.canca.com/colors/color wheel

 Colour opposite each other are complimentary and create contrast
* Using complimentary colours

* Avoid using too many colours in your presentation
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In-Class Group Presentation

e Colours

* When using the illegible
* When using the right colour you create contrast

e https://www.canva.com/colors/color-wheel
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In-Class Group Presentation

* Use the spell checker but do not rely on it ONLY

* Spelling mistakes show that you are not giving
attention to detail
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The Rubric
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What am | excepting .......

e Show the annual reports chosen

* Snapshot of the annual reports

* Show question

* Have sample slides on intro, history of company, ratios
* Name of Group members

* How is it performing — industry, multi-year ?

e 7 ratios, as chosen

* Formula, from where you obtained the figures

e Results for current and past year

e Commentary on results



Assignment Questions
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Assignment Questions

* Assignment Deadline:

* Approx. 20 hours researching and writing

* Word count:

* 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:

Ratio analysis is an important tool to measure and interpret the success of any business. It allows
top management to understand the health of the business, and map strategies for the future.

Outline the financial ratios listed hereunder, providing details on how to calculate the ratios. List
also, for each ratio, their meaning and use; and their importance and limitations:

Acid-Test Ratio

Asset Turnover Ratio

Average Inventories Turnover Period
Average Receivables Settlement Period
Current Ratio

Earnings per Share

Gearing Ratio

Gross Profit Margin

Return on Capital Employed

Return on Equity
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Assignment Questions

Question 2:

The financial requirements of a business entity differ from one another. In the
context of today’s realities, provide a critical overview of the requirements on
the basis of terms and periods of financial requirement faced by business.
Provide detailed examples of the various forms of business finance available to a
business.

Question 3:

Financial Accounting is driven by Principles and Concepts. Provide a detailed
explanation of each of these principles and concepts, giving examples of each;
their relevance; and any limitations that the application of such principles and
concepts have on businesses in today’s world.
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Assignment
e Student’s understanding of the subject
* Presentation
* Uniqueness (no plagiarism)

* Appropriate citations
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Student’s understanding of the subject

 Assignment Submission Form

e the due date
* the word limit
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Student’s understanding of the subject

e Assignment Submission Form

* Choose which question to answer
 Read it well and understand it

* |dentify keywords
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Assignment Plan

Introduction

Content/Body

Conclusion




Assignment Plan

Introduction

Content/Body

Conclusion

PAST

PRESENT

FUTURE
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ASSERTIVE - Facts

DISCUSS - Research & Thoughts

SUGGEST - Closure
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Assignment Plan

Introduction Historical
5
5
Importance
Content/Bod
/Body — = - Principles
-
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Conclusion Future looking
_ - summary
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Sources
* Lecture Notes/Slides
* Books - suggested reading lists

e Online
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Online
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The Rubric
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Referencing System
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Referencing System

In text
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Referencing System
Reference & Bibliography

VS
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Referencing System
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Referencing System
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Referencing System

citethisforme.com



Cover Page

Undergraduate Diploma in
Business Administration

Font
Times New Roman

Font Size
Text - 12pt
Titles - 14pt

Line Spacing
1.5

Justified

Page Numbering
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Table of Contents
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Report

Headings and subheadings: Reports are typically broken
up into sections, divided by headings and subheadings, to
facilitate browsing and scanning.

Use numbering
1. Heading

1.1 Sub Heading
1.1.1 Sub Sub Heading



Recap of Lectures 01 -
07



Accounting Environment & Users
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Accounting Environment

* Accounting has been defined as the language of
business

* Accounting enables organizations to determine
how much profits or losses have been made in a
particular period (financial year)

* Accounting provides statistical benchmarks against
which an organization’s overall performance is
measured

e Accounting provides a universal explanation of the
financial strength of an organization
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Users of Accounting Information

 Owners / Shareholders /
Partners

e (Current Profitability, Capital
Growth, Dividend Returns)

* |[nvestors

e (Future Profitability, Risks of
Investment)

* Government
* (Profitability, Taxation payments)
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Users of Accounting Information

 Creditors/Suppliers

* (Liquidity, Ability to repay debts, Time taken to pay
debts)

* Employees
* (Profitability, Organisation Growth, Organisational
Stability, Security of Employment)

* Management

* (Profitability, Return on Capital, Capital Growth,
Owners’ Satisfaction)

e General Public

* (Profitability, Organisational Stability and Growth,
Market Share)
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Accounting Principles

e All users will see the same financial statements

* Principles — to provide consistent usable financial statements

*Relevance
*Reliability
Comparability
*Understandability



Business Set-
Ups
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Business Organisations

* Self-Employed — Sole Trader
 Self-Employed — With employees
e Partnership

 Limited Liability Company

* Public Company

* Government & Parastatal

* Group Structure

* VOs and Associations

* Trusts



Accounting
Concepts
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Accounting Concepts

* Concepts represent the rules that are applied in recording
transactions and preparing the Financial Statements

* Business Entity Concept * Materiality Concept
* Money Measurement Concept * Accruals Concept

* Historic Cost Concept * Prudence Concept

* Realisation Concept * Going Concern

* Dual Aspect Concept Concept

Substance over Form

Consistency Concept
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Double Entry
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Examples of Double Entry Transactions

Purchase of machine by cash
Machine Account Increase in Asset

Cash Account Decrease in Asset

Payment of utility bills
Utility Expense Increase in Expense

Cash Account Decrease in Asset
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The Accounting Equation

The Accounting Equation is the following:

* ASSETS = CAPITAL + LIABILITIES

&
* Net Current Assets = Current Assets — Current Liabilities

* Net Current assets or Working Capital is the amount that
indicates how much capital is being generated or used up
by day-to-day activities. If net current assets are negative,
the company may have difficulty
financing its day-to-day operations.




Trial Balance

Trial balance for Gearge
an the 319 of May 2010

's Catering

Baking eguipment
Debtors

Bank

Capital

Drawings

Loan

Creditors

Services rendered
Salaries

Telephone ¢xpense

FOLIO

100
101
102
300
301
200
201
00
S00
&01

DESIT

-3
12 000

14,800

CREDIT
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Statutory financial statements

* Income Statement

e Statement of Financial Position
e Cashflow Statement

e Audited Financial Statements

* Tax Returns

* VAT Returns
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Profitability
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Cash Flow Statement Format

Cash flows from OPERATING activities

or
Cash flows from activities
or
Cash flows from activities
EQUALS
increase (or decrease) in over the period



Ratio Analysis
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Profitability Ratios
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Efficiency Ratios
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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
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Investment Ratios

Total Dividend Paid

Number of shares in issue
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