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Financial management is “the management of funds as they leave or enter an organization.” Financial management is essential because it ensures that an organization is on track to achieve its business goals. In addition, financial management is essential because it helps managers take “corrective” steps when necessary. Basic knowledge of financial management includes budgeting, financial analysis and ratio analysis (Bansal and Kar, 2021). Financial statements are important because they provide the best information for good financial management. Managers use budgets to measure the performance and “level of control” of various parts of the organization. Budgets help managers align projects with available resources.
This makes it easier to evaluate the financial results of different parts of the organization. Another ‘knowledge’ used in money management is ‘ratio analysis’. It assesses the financial health of a business organization. Other widely used financial ratios are debt and liquidity. Managers also use the Financial Management Research Test. According to the Cai et al., (2021), “Audit is necessary because it verifies the correctness of the financial statements and the accounting methods used (Cai et al., 2021). Audit is necessary because it ensures control of the financial condition of the company. The financial statement also shows the income. This document ensures the prudent management of the financial situation of the organization.
Financial statements are an important “profile” of a business organization. This summary provides a complete overview of the organization’s financial position. In this context, financial statements play an important role in any business or organization. The two primary financial statements include the income statement and the balance sheet (Mondal and Bauri, 2022). A balance sheet (also known as a statement of financial position) is a detailed overview of a company’s financial balance sheet.
The balance sheet provides a detailed “snapshot” of the organization’s financial position. It lists the organization’s assets, equity and liabilities “at the end of the financial year”. Managers can use this statement to estimate the difference between a company’s assets and liabilities. This document makes it easier for management to understand the “total value” of the company. It determines the financial condition of the company. An income statement is a financial document that summarizes an organization’s actual performance over a period of time. Business owners can use this document to find out whether the organization made a loss or a profit in its financial year. If so, the report helps management assess the organization’s financial performance.
Organizations in the same industry often operate almost identically. If so, managers can benchmark the organization’s performance against current industry standards (Cai et al., 2021). This approach facilitates an understanding of the key factors that influence the actions of key players in the field. After understanding the popular trends in the industry, managers understand the various factors that influence the performance of various organizations in the industry.
Identified trends help managers gain a holistic view of the opportunities, challenges, strengths and obstacles affecting companies in the sector (Bansal and Kar, 2021). After documenting these principles in a particular industry, managers assess and understand the organization’s current performance. Therefore, the company’s performance depends on the profitability or attractiveness of its field. It explains how managers can compare an organization’s performance against industry trends to understand its current performance.
Together, a company’s financial statements provide information about its financial health. If the income statement shows that the company is making a profit, but the cash flow statement and balance sheet show the opposite, the company’s profits may be growing slowly. Understanding financial statements ensures that additional criteria and processes allow the business to make necessary operational changes and determine its overall Companies health.
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This table looks at an organization’s fixed assets, liabilities and equity as of a given date. Bushman (2007) agrees that assets and liabilities are generally short-term and long-term categories, including cash accounts, so assets must equalize liabilities and equity at some point. The I Choose Life balance sheet focuses on an organization’s assets and liabilities, investments and equity, and fixed assets. Land is treated as an asset, but unlike other fixed assets, it does not depreciate because it does not wear out. The cost of the land and its equipment is about 10,000 a year, which is not a large amount, and to be part of this organization you need to use that investment ability.
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The term equity refers to the difference between the stated value of an asset and a liability. As noted in the appendix, the stated value of equity differs from the current or market value of the economy.
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This financial statement shows the company’s revenue, cost, and profit for the most recent financial period. It can be used to determine a company’s cash flow, profit margin, and other financial indicators. The revenue section shows the company’s revenue for a given period. Some organizations divide revenues by business unit or geographic location; in some organizations, such as affiliates, salespeople and manufacturers use the term sales instead of revenue, but it’s still the same concept: total revenue = revenue - expenses. Revenue is the income received by the company from the sale of products or the rental of products or services from the company. Fees are considered cash flows that generate revenue. Income can be calculated as follows: Net Profit = Income + Profit - Loss. An organization’s profit is an advantage that affects the environment, such as an increase in sales as a basic benefit and a price increase during holidays, while a loss is the result of a decrease in revenue from organizational costs.
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While ratio analysis is a useful tool for analysing a company’s financial performance, it has its limitations. The first limitation is that ratio analysis focuses on the human side of the business. Company performance is primarily based on financial statements, but it is a resource for employees who contribute to increasing income by producing work. Second, ratio analysis identifies the causes of discrepancies in company direction statistics, but not aggregate statistics. Therefore, statistics are not important for decision-making, because reasons do not correspond to numerical values (Olayinka, 2022). Measurements are also complex for multi-service companies. Each sector must find the average of the industry associated with that sector. This means that an institution’s summary of grades may not reflect departmental performance.
Another obvious limitation is that the estimates are forward-looking and do not reflect current financial conditions. The company may have underperformed last financial year, but its current financial numbers are higher than the industry average. Therefore, historical ratios can misrepresent the financial situation and ultimately mislead managers and investors in their decisions. Ultimately, a company’s performance depends on many factors, including external and internal factors. Although the ratio analysis is related to the internal and external environment, factors such as inflation to adjust the balance sheet and external environmental factors such as recession are not taken into account (Olayinka, 2022). Therefore, measurements must be combined with other diagnostic methods to create a complete diagnostic system.
The quick ratio, also known as the acid test ratio, falls under the category of liquidity ratios. It does this by finding the ratio of the company’s working capital to current liabilities and the amount of working capital excluding inventory. This is a pessimistic view of the company’s short-term solvency, assuming that the company will have difficulty selling inventory. Banks use it to determine a company’s ability to repay instalment loans. Investors also use it to determine a company’s ability to repay its creditors.
The asset turnover rate falls under the lab or force ratio category. It is derived by finding the ratio of the cost of inventory sold to the average cost of inventory. This ratio is used to determine the value of a company’s assets (McCosker, 2021). Banks may need this ratio to determine whether a company’s inventory is liquid enough to provide cash to pay off instalment loans. Investors also need this ratio to determine how quickly a company can sell its assets.
Credit assessment belongs to the category of financial assessment. It is calculated by finding the ratio of the company’s total liabilities to total assets. The ratio helps determine the proportion of an investor’s assets that are financed by debt (McCosker, 2021). A high credit rating may indicate a risk of default. Banks use this ratio to determine whether a company has borrowed so much that it is at risk of bankruptcy. Investors also use this ratio to determine the credit risk they can take when investing in companies.
Profit margin is an indicator of profit sharing. To do this, he finds the relationship between operating results and profit. This ratio can be used to determine a company’s revenue generation efficiency. Banks use this ratio to determine how much of sales can be used to pay interest on loans. Investors also use this ratio to determine the amount available to pay debt and dividends.
Investors and analysts use ratio analysis to evaluate a company’s financial health by looking at past and current financial statements. Comparative data can show a company’s performance over a period of time and can be used to estimate likely future performance (Lokanan, 2021). The data also compares the company’s financial position to industry benchmarks and measures how the company compares to other companies in the same industry.
Investors can easily use ratio analysis and all the calculations needed to calculate the ratios can be found in the company’s financial statements.
Company valuation and benchmarks. They value industry stocks. They also measure companies today based on historical data. Understanding the valuations that drive volatility is also important in many cases, as managers may sometimes change strategies to make the valuations of their stocks and companies more attractive (Olayinka, 2022). In general, metrics are not usually used alone, but in combination with other metrics. A good understanding of the metrics in each of the four categories mentioned earlier will provide a holistic view of the company from different perspectives and help identify potential red flags (McCosker, 2021).
Based on the metrics and data provided in the above agreement, it can be concluded that the company’s performance is increasing compared to last year. Compared to last year, the trend is increasing.
Return on equity and return on equity have improved compared to last year.
In addition, the net profit of 2020 (i.e. 431) increased compared to the net profit of 2021 (i.e. 366). Then, its gross margin increased by 0.718%.
In addition, earnings per share are increasing. Thanks to this growth, the company was able to generate more profit (255 million) than last year (242 million).
This shows that Sweet plc’s business is growing. Its market value has also increased in 2020.
Asset turnover hasn’t changed much over the year, but it’s a welcome change.
While the company used to collect claims in 73 days, now it takes only 68 days. Although there has been improvement since last year, the company needs further improvements in billing.
Current features still need improvement. With improvements compared to 2021, the company needs to take further steps in this direction.
Interest expenses have increased since last year. Transfer figures are acceptable due to continued growth in business value, but interest rates are rejected. This is due to increased corporate debt.
In general, it can be concluded that the company’s operations have improved compared to last year.
ROCE, Quick Ratio, Inventory Turnover Ratio, Interest Turnover Ratio and Debt Ratio increased, profit margin decreased slightly and the company’s dividend pay-out increased year-on-year and year-on-year. Overall, the company’s financial performance has improved.
If a company does not have enough working capital, it will have difficulty paying short-term debts, which can lead to business failure and loss of creditor confidence.
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Income Statement

sales £ 800,000
Cost of Goods Sold £ 57865
Gross profit £ 2213%
Less: Operating Expenses
Administrative Expense £ 30,000
Directors remuneration £ 5000
Distribution cost £ 28000
Tax Expense £ 100,000
Commission Expense £ 3000
Total Operating Expense £ 166,000

Net Profit £ 55350
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Current Assets Liabilities’

Cash and Bank € 76,250 | Trade Payable £ 188,625

Trade Reciveable £ 171,105 | Ordinary dividend Paid £ 20,000

Merchandise £ 330,600 | Preference Dividend Paid £ 30,000
Interest Payable £ 200

Total Current Assets £ 577,955 | Tax payable £ 100,000
Commision Payable £ 300

Fixed Assets

Plant and Eqipment £ 650,000 | Total Liabilties £ 343,625
Equity
£1 ordinary shares £ 500,000
10% £1 preference shares £ 200,000
4% Debentures £ 100,000
Net Profit £ 55350
Retained Earning Ending £ 28980

Total Fixed Assets £ 650,000 | TotalEquity £ 884,330

Total Assets £ 1,227,955 | Total Equities £ 1,227,955
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Ratios Formula 2020 2021
Profitability Ratios
Net Profit Margin N.P/Sales *100 5.682 6357
Operating Profit Margin 0.p/sales"100 10.852 11.947
Return on Asset Net income/Asset *100 3.628 4.427
Return on Equity Net income/Shareholders equity 0126 0140
Liquidity Ratios
Current Ratio Current Assets/ Current Liabilties 0773 0.917
Quick Ratio Current Asset - Inventory / Current Liabilties 0.557 0.635
Gearing Ratio
Gearing Ratio Long term Liabiliy / Capital employed 13.763 13.7%0
Efficiency Ratios
Asset Turnover Sales / Total Assets 0.639 0.692
Inventory Turnover Cost of Goods Sold/ Inventory. 4.698 4.569
Receivable Turnover Sales / Accounts receivable 5.005 5.395
Investor Ratios
Earning Per Share Net Income-Dividend/Number of Shares Remaining. 0413 0.587
Price to Earning Ratio Price/Earning Per Share 5.68 573
Dividend Pay Out Total Dividend/Net Income 0.661 0.592





