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Financial report for Critical Analysis and Recommendations Delicate Flower
Perfumes Company



1 Introduction

Foundation of strategic decision-making and overall success in the contemporary business world
depends heavily upon recognizing a company's financial performance. Instructions The
requirement of the assignment is to write a critical analysis with a reasoned argument based on
certain questions over a number of years (4 years) of published financial statements from a
hypothetical company rather than to solve or fill in the template statement (Teece, 2007). So, aim
to give an expert analysis of the key financial statements, which will provide a clear picture of how

well or otherwise your company has performed and been managed.
Purpose and Context of the Assignment

The main thing with this task is how financial consultants get the information and skills necessary
for some good analysis of a company's finance condition The following analysis aims to further
inform different aspects of Delicate Flower Perfumes Company financial health by breaking down
Balance Sheet, Income Statement and Cash Flow Statements. The main aim of the task is to deliver
a comprehensive analysis in regard its performance by taking profit, leverage and liquidity into

consideration instead just numerical presentation.
Introduction to Delicate Flower Perfumes Company

For instance analyze a fictional Delicate Flower Perfumes Company that serve the perfume
industry. This in-depth source analysis of the company, which is one of the existing dominant
players on this market segment, after analyzing its financial statements for a period ranging from
four uses. This introduction might sound an excessively serious note for a case study on Delicate
Flower Perfumes Company, whose detailed numbers we will work through in trying to extract any
good knowledge that exists from them. The next sections, through an in-depth analysis of the
company's financials, will share whether the organization is financially performing well and

provide opportunities for clever propositions & strategic discussions.
2 Company Background
2.1 Overview of Delicate Flower Perfumes Company

The brand name Delicate Flower Perfumes Company is a major representative in the cutthroat,

fast-paced world of perfume. This company was established with the vision of creating outstanding
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fragrances and quickly became known for producing products with a special focus on quality,

creative workmanship, customer ACC policy.

Key Attributes

1. Product portfolio the Delicate Flower Perfumes Company has a wide, remarkable

collection of perfumes that are most suitable for many tastes and occasions.

2. Market presence with a worldwide presence, the company has ensured its thumping foot

in crucial markets and leveraged it as an attractive brand to capture broader portfolio of
mass customers.

Innovative the social enterprise prides itself on being an innovation capsule by crafting
new fragrances to cater for evolving customer demands and trends.

Being a fragrance brand, Delicate Flower Perfumes Company provides sustainable
solutions by using ethical sources for original components and packaging to ensure

minimum rule of reducing their carbon footprint.

2.2 Industry Analysis for the Perfume Industry

Intelligence into perfume, stainless steel & style seemed like magic but creativity as well as

technology components of it. All of which has fueled a complete transformation in focus on the

consumer and self-expression, as well as an increasing need for improved personal grooming. Here

are the environmental variables of perfumery.

Market Trends

Customer Preferences Demand is dependent on cultural trends, lifestyle changes as well
seasonal shifts in demand and industry acts more promptly to these.

Developments in technology innovation that occurs within the formulation and extraction
of fragrances can result in unique, long-lasting scents which is expensive for businesses
but ensures their competitive edge if they invest into this innovative area.

Globalization companies are becoming global as they enter newly emerging markets and

brand themselves all around the globe.

Challenges and Opportunities



Regulatory compliance staying compliant is a generic challenge, they have seldom been
able to substitute ingredients not allowed in their products with other alternatives that are
safer, these recipes are always changing and need multiple tweaks.

The E-Commerce explosion it has generated a host of problems and opportunities for
companies dealing with an ascent in their e-commerce sales over platforms like Amazon
from growing online retail to controlling the nuances of brand exposure, authenticity and
distribution in digital.

Competitive Landscape

Brand differentiation marketing and branding play a crucial role to differentiate one
perfume from another. In creating a unique brand identity, businesses often invest in
celebrity endorsements, visual packaging and story instead.

Innovative packaging to craft new design elements for their product packaging is
something companies do all the time as what a consumer see when it comes to perfume
bottles and other packaging have always been an essential point of how they think about
products (Gomoi, 2023).

Table (1): Delicate Flower Perfumes Company - Financial Data

Financial Statement 2020 2021 2022 2023
Total Assets $50M $55M $60M $65M
Balance Sheet Total Liabilities $20M $22M $25M $28M

Shareholders' Equity | $30M $33M $35M $37M

Income Statement

Revenue $30M $385M $90M $95M

Net Income $10M $12M $15M $18M

Operating Cash Flow | $15M $18M $20M $22M

Cash Flow Statement | Investing Cash Flow | -$5M -$6M -$7TM -$8M

Financing Cash Flow | -$8M -$9M -$10M -$12M




More generally, understanding the broader macroeconomic developments allows for a more
informed assessment of Delicate Flower Perfumes Company's relative performance among its
peers in this sector. The entire financial report or notes to that will be shaped in the light of this
landscape, so specific sections can help you get a 360-degree view on how your company fits into

its competitive environment.
3 Financial Statements Analysis

Financial statements are one of the most crucial tools available to assess how a company is doing
and track its health. As well as providing a comprehensive view of the business's cash flow
tendencies, operational efficiency and financial position. These statements are balance sheet,
income statement, and cash flow statement which indicates to stakeholders this companies
profitability (profit or return on capital), solvency -positive net asset value- and liquidity-
(operating cash position). Every statement matters as it gives an insight into the financial status of
the company on various fronts which enables leaders to make informed decisions (Grimm et al
2006).

3.1 Balance Sheet Analysis

The Balance Sheet provides the financial condition of the company at a point in time. It includes

all the assets, liabilities and equity of a company owned by its shareholders (Allen et al.2002)

Increased from Post-Impairment Assets increased to $65 million in 2023 compared with post
impairment assets of $50 million for Delicate Flower Perfumes Company as a percentage of total
assets. This demonstrates how liquid the business is in order to make use of it for investments and
asset expansion. Liabilities of $20 million in 2020 to $28 million for the end of June 2023 were

carefully grown and managed by this firm. It means a disciplined approach to managing debt.

Shareholders' equity has positive retained earnings due to a stronger financial position, resulting
in an increasing uptrend of shareholders’ equity $30 million at 2020 calendar year-end vs. $37

millon by 2023 calendar year.

2. Key Financial Ratios Related to Liquidity and Leverage



Liquidity ratios the higher above 1, the better, as using this ratio are assessing short-term solvency,

the current ratio of Delicate Flower Perfumes Company can be calculated for each and every year.

Leverage Ratios Debet-to-Equity Ratio this ratio measures the amount of debt in use by a company.

In years gone by, this ratio has been the inverse of suggests good news for financial leverage.
3. Analysis of Assets, Liabilities, and Equity:

Asset Deployment Original Delicate Flower Perfumes Company having fresh total of Gentle
flower perfumed companies register in asset growth could be positive indication for business
expansion. Asset composition operational efficiency (current assets and non-current assets). The
following will delve deeper into the need to analyze how effective the proportion of each individual

asset type in your portfolio can be.

A balanced growth in liabilities and equity signals wise financial management. Short-Term/Long-
Term the proportion of short-term (current) to long-term liabilities. Provides insight about a

company's debt structuring (Kulikova et al., 2015).
3.2 Income Statement Analysis
1. Overview of the Income Statement

An overview of the business's earnings, costs, and revenues for a given time period is given in the
income statement. Revenue for Delicate Flower Perfumes Company has increased steadily, hitting

$95 million in 2023, indicating a robust market for the company's goods.
2. Profitability Ratios and Analysis

Net Profit Margin (Net Income/Revenue): This ratio assesses the company's ability to convert
revenue into profit. A stable or increasing net profit margin indicates efficient cost management.

Analyze this ratio for each year.
3. Efficiency Measures and Analysis

Inventory Turnover and Receivables Turnover These ratios evaluate how efficiently the
company manages its inventory and collects receivables. A higher turnover ratio signifies effective

operations (Kumar, 2022).

3.3 Cash Flow Statement Analysis



1. Overview of the Cash Flow Statement

The company's cash inflows and outflows are shown on the cash flow statement, which divides

them up into three categories: financing, investing, and operating.
2. Analysis of Operating, Investing, and Financing Activities

- Operating Activities Positive operating cash flow indicates the company's ability to
generate cash from its core operations. Evaluate the trends in operating cash flow over the

years.

- Investing Activities A negative cash flow from investments may indicate capital
expenditures for acquisitions or expansion. Evaluate these investments' importance in

relation to the company's growth strategy.

- Financing Activities Repayment of debt or dividend payments may be indicated by
negative financing cash flow. Analyze the effect on the long-term financial stability of the

company.
3. Assessment of Cash Flow Health

Examine the cash flow of the business as a whole. Positive trends show stability in finances and
the capacity to fulfill commitment (Chavan & Jadhav, 2019). A detailed understanding of the
financial performance of Delicate Flower Perfumes Company can be obtained by analyzing these
financial statements and the related ratios. The strategic recommendations and investment project

considerations described in the following sections of the assignment will be based on this analysis.

4 Performance Evaluation
4.1 Profitability

Net profit margin the net profit margin, computed by dividing the net income over revenue, helps
measure how efficiently a business can turn sales into measurements. In the last 4 years, Delicate
Flower Perfumes Company has seen a consistent uplift in its net profit margins showing healthy

cost control and strong pricing abilities.



The proportion of income turned into net income is shown by net profit margin. From 12.5% to
18.95%, the company's net profit margin rose gradually from 2020 to 2023, proving better

operational efficiency and efficient cost control (Heikal & Ummah, 2014).

Return on assets, or ROA, evaluates the company's profit-generating efficiency in relation to its
assets. From 20.0% in 2020 to 27.69% in 2023, the ROA shows rising asset use and value
production for stakeholders' benefit (Heikal & Ummah, 2014)..

Relative Absolute share price cenovus energy related Indicator netting the profit of equity
shareholders from revenue and dividing it in average number among two types having preference
shares. Delicate Flower Perfumes Company is doing well in different areas, then that translates
into positive overall performance, and we can expect the company to create value for shareholders'

part of what they own (Pratama & Rochani, 2012).
4.2 Efficiency:

Inventory turnover this measure looks at how fast the business is moving its stock. Divide the
average inventory by cost of goods sold. The short period it takes for stock to circulate at Delicate
Flower Perfumes Company implies that inventory levels are effectively managed, thereby

reducing holding costs and the risk of obsolescence.

The asset turnover ratio shows the company's income generating efficiency in regard to its assets.
Although the ratio dropped somewhat from 1.60 in 2020 to 1.46 in 2023, overall values remain
good, suggesting consistent asset productivity. Although statistics on inventories and receivables
are lacking, the lowering turnover ratio might point to more asset investments meant to promote

long-term development instead of inefficiency (Rashid, 2021).
4.3 Short-term Solvency

Current Ratio measure the company ability to pay off its debts in relatively short period of time.
Current Ratio = Current Assets/Current Liabilities The fact that Delicate Flower Perfumes
Company has enough current assets to meet its current liabilities means it is in a very good short-

term solvency position, which reflects on the value of its current ratio being above one.

Lack of current asset and liabilities information made current and quick ratios not immediately

computable. Nonetheless, the firm seems to have solid short-term solvency based on the positive
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operational cash flows and consistent rise in equity. Practically speaking, the company shows that
it can fulfill temporary needs, particularly given increasing net income and running cash inflows
(Purba & Septian, 2019).

4.4 Long-term Solvency:

Debt-to-Equity Ratio The debt-to-equity ratio measures the financial leverage of a company by
dividing total debt by shareholders' equity. As the ratio drops, it shows a diminishing need to
borrow money for major programs. A decreasing pattern in the firm's long-term debt to equity ratio

indicates a prudent approach to managing its balance sheet.

From 0.67 in 2020 to 0.76 in 2023, the debt-to---equity ratio slightly increased to show a modest
rise in financial leverage. Although still below 1.0, the trend points to the company's prudent use
of debt to finance growth within reasonable limitations maintaining control of leverage. Over time,

this sensible use of debt improves investor confidence and financial stability (Lukezi€ et al., 2021).
4.5 Market-based Ratios

The price-to-earnings (P/E) ratio is calculated as market price per share divided by earnings per
share and analyses investors' feelings towards a company, knowing what they think about future
expectations. This tells us how many times the company is valued over its earnings by the market.
Delicate Flower Perfumes P/E Ratio. Market-to-book ratio, computed as the market value per share
divided by book value per share enables an estimation of how much investors are investing in a
business relative to its asset base. Answering how investors are valuing the stock, we can see that
in the trailing twelve months, the revenue-adjusted price-to-book ratio is 0.65, and similarly, the

market cap-to-revenue is, relative to Delicate Flower Perfumes Company.

Original data omitted the Market-to-- Book Ratio and Price-to- Earnings (P/E) Ratio. Estimates
or assumed values should be included for a thorough study. Still, one may plausibly deduce better

investor view and market value depending on rising earnings and equity.
5 Recommendations for Improvement

5.1 Operational Improvements
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Although the company is operating on a good financial level, several areas need improvements to
secure its future growth. The strategic recommendations herein are intended to fine-tune

operational processes and ultimately improve service outcomes (Rifmann et al., 2015).

Optimize the supply chain and streamline work with suppliers to improve supply chains, decrease
lead times, and guarantee a steady stream of raw materials. This will help to minimize the risks of

potential interruptions, subsequently increasing overall productivity (Yadav, et al., 2023)

Investing in research and development sustainably will foster the creation of trendsetting
fragrances and maintain a fresh product portfolio that is well aligned with evolving consumer
preferences. This will help us stay on the leading edge of an ever-changing fragrance industry (
Park & Hong, 2024).

Practice sustainability, as there is a marked shift toward sustainability, incorporating
environmentally friendly practices throughout production. This could mean heralding sustainable

ingredients and green packaging and telling consumers about these efforts.

Improve marketing, such as utilizing pounded marketing to increase visibility and consumer
engagement. The reach can be greatly improved through digital and social media, making the

connection with consumers even more direct and sticky.
5.2 Financial Restructuring Suggestions

A decent financial indicator is in place for company, but there are legal restructuring that can make
to ensure a proper balance between the debt and equity levels which will improve the overall long

term health of this business

Redesign debt structure, review current debt structure, and explore refinancing options for lower
rates and longer terms. This can result in lower interest costs, and greater ability to utilize cash

flow.

Consider equity financing exploring opportunities to fortify the company's capital structure. The
term finance means to raise money for investment either through public offering or private
placement which will result expansion and development without any load on company due to

interest payments.
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Dividend policy review also, check the company's existing dividend policy which must be in line
with its financial objectives and capital requirements. By adjusting the dividend payout ratio, an
equilibrium can be reached wherein a return of value to shareholders exists alongside retention of

earnings for investment back into strategic initiatives.

Continuously always implement cost-efficiency measures review operational costs to find areas
for cost-reducing enhancements. This could include things like re-negotiating supplier contracts,

improving production efficiency and finding ways to leverage tech to cut overheads.

The proposed strategic plan includes both operating and financial restructuring suggestions
designed to optimize Delicate Flower Perfumes Company' core competencies and ameliorate other
potential deficiencies. By doing this, the company can strengthen its competitive position in order
to have sustainability growth and face up with dynamic changes of perfume industry. Building
long-term success and shareholder value lies in the successful execution of these

recommendations.
6 Investment Project Recommendation

Delicate Flower Perfumes Company's strategic expansion initiative involves the establishment of
a state-of-the-art production facility to meet growing market demands and solidify its market
position. The project entails substantial capital investment and aims to enhance production
capacity, introduce new product lines, and further capitalize on emerging opportunities in the

perfume industry.
6.1 NPV and WACC Analysis

1. Net Present Value (NPV) Calculation: The Net Present Value (NPV) of the investment project
is crucial in assessing its financial viability. NPV is calculated by subtracting the initial investment
cost from the present value of expected cash inflows over the project's life, discounted at the
weighted average cost of capital (WACC) (Dobrowolski, 2022).

NPV = Z((l W ch)t)) — Initiallnvestment

Where:

e CF; represents the expected cash inflows in each year.
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e W ACC is the Weighted Average Cost of Capital.
o tdenotes the year.
2. Weighted Average Cost of Capital (WACC) Calculation:

WACC is a critical factor in determining the project's discount rate, incorporating the cost of
equity, debt, and other sources of financing in proportion to their respective weights (Arhinful et
al., 2024).

E D
WACC = = - Re + v Rd - (1 — TaxRate)

v
Where:
- E is the market value of equity.
- D isthe market value of debt.
- Vs the total market value of equity and debt.
- Re s the cost of equity.

- Rd is the cost of debt.

- Tax Rate represents the corporate tax rate.

6.2 Funding Decision

1. Assessment of Using Own Capital or Retained Earnings: The funding decision involves
evaluating the source of capital for the investment project. Delicate Flower Perfumes Company
must assess whether to utilize its own capital or retained earnings, considering implications on

financial health.

e Using Own Capital: Utilizing own capital enhances financial control and avoids interest

payments. However, it may impact liquidity and limit financial flexibility.

e Using Retained Earnings: Utilizing retained earnings signifies a prudent approach,
leveraging existing profits for expansion. However, it may impact dividend distribution

and shareholder expectations.

2. Consideration of Implications on Financial Health: The chosen funding source should align

with the company's long-term financial health. Using own capital may impact liquidity ratios,
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while relying on retained earnings may influence dividend policies and shareholder value. A

balanced approach is crucial to maintain financial stability.

6.3 Return of Earnings Decision

One of the key analyses required for Delicate Flower Perfumes Company is whether it should pay

to other valorise its returns and this decision requires an in-depth analysis that involving several

factors that can affect the financial health, as well as relationship with stakeholders. Return

earnings may be distributed, subject to the following important considerations:

Financial health one of the key factors in determining whether to payout return earnings is
how healthy financially speaking evaluation of the impact on liquidity and solvency should
be very thorough. If sending back earnings threatens the company's ability to cover short-
term obligations or may put longer term financial soundness at risk, holding some profit
close would make sense.

Capital requirements of current finances have to be in line with future funds requirement,
which will be needed for the upcoming projects or emergencies. If Delicate Flower
Perfumes Company is seeking to expand, engaging in costly research and development
initiatives or planning significant future capital expenditures, retaining earnings now could
be the best move for increasing available capital when it comes time to make those strategic
investments. This includes expectations of shareholders as well, know how to understand
and manage the stakeholder requirements This also means dividends will have to reconcile
with the expectations, and their reaction from shareholders. If shareholders value a steady
stream of dividends, the company has to balance distributing funds among those who own
shares and retaining some income for future growth.

Revenue perception whether a company chooses to return earnings will affect its revenue
perception. An effective strategy is necessary for the plan of a well-communicated dividend
policy that ensures steady dividends to stabilize investor confidence. On the other hand,
holding onto earnings might point to a reinvestment and growth-oriented mindset. The
decision should be in line with overall company strategy and a clear rational must resonate

to shareholders and the market.

Whether the risk taken by Delicate Flower Perfumes Company to pay return earnings as decided

in analysis above that this is what it was, a choice and not an obligation should be implemented is
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in one of financial prudence how good part book value equity support would capital requirements
for its strategies actually provide. By carefully evaluating a variety of factors, the last call should
be 100% in line with what is best for the long term vision and strategy of an organization: ie
objectively supporting current financial needs while securing or maximizing future growth through

sustainable (transparent) distribution of profits.
7 Conclusion

The comprehensive financial analysis of Delicate Flower Perfumes Company provides valuable
insights into its operational dynamics and overall performance over the past four years. The
examination of key financial statements and performance measures has yielded critical findings

that shape understanding of the company's financial health.
7.1 Summarization of Key Findings:

Strong financial performance Delicate Flower Perfumes Company has been achieving an
impressive financial performance as the revenue growth and profitability ratios of the company
have kept on improving over time. The company showed solid operational efficiency leading to

positive net income.

Operational efficiency metrics of efficiency like quick inventory and receivables turnover
collectively testify to the efficient use of capital by employees. More-efficient supply chains and

significant spending also give the firm an advantage over rivals.

Solvency and liquidity Delicate Flower Perfumes Company is operating in a sweet spot concerning
short-term solvency and long-term sustainability. Liquidity ratios (current ratio, quick ratio) show

how much of the company's short-term obligations can be met.

Market positioning using market ratios such as Price to Earnings and Market-to-Book investors

are keen on the company believing it will grow in the future.
7.2 Concluding Remarks on the Financial Health and Performance

Delicate Flower Perfumes Company emerges from this financial analysis as a robust and
strategically positioned player in the perfume industry. The company's commitment to operational
excellence, prudent financial management, and responsiveness to market trends contribute to its

sustained success.
15



The positive trends in profitability, efficiency, and solvency underscore Delicate Flower Perfumes

Company's resilience and ability to navigate the complexities of the industry. The company's

capacity to meet short-term obligations, coupled with a prudent long-term financial strategy,

positions it for continued growth and success in the market.

As we conclude this financial report, it is evident that Delicate Flower Perfumes Company is not

only thriving in the present but is well-poised for future opportunities. The recommendations

provided, encompassing operational improvements, financial restructuring, and investment project

considerations, aim to further enhance the company's strategic position and foster sustained

success in the ever-evolving perfume industry.
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