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	Interpreting financial statements to assess organisational performance using financial ratios 

	Level:
	4

	Credit value:
	3

	Unit guided learning hours
	6

	Learning outcomes (the learner will)
	Assessment criteria (the learner can)

	
1 Understand the purpose of financial statements and the financial expectations of organisational stakeholders

	
1.1




1.2
	
Explain, using figures extracted from a set of financial statements, the purpose of each of the financial statements produced by the organisation  

Identify the organisation’s stakeholders and users of accounts and explain their various expectations in terms of the financial performance of the organisation


	
2 Understand how to use and interpret financial ratios to assess a range of performance areas relevant to organisational stakeholders

	
2.1




2.2





2.3
	
Calculate a set of financial ratios across a range of performance areas using actual figures extracted from the organisation’s financial statements 

Interpret the set of financial ratios to provide an assessment of the organisation’s financial performance in a way that is relevant to each of its stakeholders  

Explain the limitations of the set of financial ratios as a truly accurate assessment of organisational performance


	Additional information about the unit
	

	Unit purpose and aim(s)
	To enable candidates to understand and interpret financial statements so as to provide an assessment of organisational performance through a range of financial ratios that is relevant and meaningful to stakeholders.

	Details of the relationship between the unit and relevant national occupational standards or professional standards or curricula (if appropriate)
	Links to Management and Leadership 2004 NOS: E2

	Assessment requirements or guidance specified by a sector or regulatory body (if appropriate)
	

	Support for the unit from a sector skills council or other appropriate body (if required)
	Council for Administration (CfA)

	Equivalencies agreed for the unit (if required)
	M4.19 Understanding and interpreting financial data

	Location of the unit within the subject/sector classification system
	15.3 Business Management

	Additional Guidance about the Unit

	Indicative Content:

	1
	
· Range of stakeholders and their various and sometimes differing and conflicting financial expectations of the organisation, such as distribute or invest profit
· Balance sheet (statement of financial position), profit and loss account (income statement), income and expenditure accounts, statement of activities, statement of cash flows, statement of changes in equity


	2
	
· The hierarchy of ratios
· Financial ratio analysis, including profitability, financial efficiency, liquidity and gearing and shareholder return ratios
· Calculating and interpreting financial ratios
· Limitations of ratio analysis and the organisational context, such as using past data to predict the future, the objectives of the organisation, the state of the market, the organisation’s stage of development, the importance of non-quantitative data, benchmarking  
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