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Abstract

Financial ratios are analytical tools used to measure and evaluate a company's financial
performance. These ratios are calculated based on data contained in financial reports, such as
balance sheets, income statements, and cash flow statements. Financial ratios provide important
information about certain aspects of corporate finance, such as profitability, liquidity, efficiency,
and solvency. In the financial world, financial ratios are an important tool for evaluating a
company's performance and financial health. This financial ratio is calculated based on the data and
components contained in the company's financial statements.With Using financial ratios, we can
assess company performance internally, compare company performance between certain time
periods, and make comparisons with other companies in the same industry.
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Industry in the plantation sector has a very important contribution, namely as a
counterweight to the national trade balance. With the development of the same industrial sector, in
this case the plantation sector, observers need to analyze more closely the condition of the financial
statements in each company, so that decision making related to the company does not carry a risk
of loss (Endri, 2021a).

PT Sinar Mas Agro Resources and Technology Tbk. or better known as PT SMART Tbk. is
a company engaged in the processing of palm oil. As a company with an international market
scope, PT SMART Tbk. trying to maintain the quality of the products produced. However, until
now there are still some defects in the finished product menyebabkan target yang telah ditetapkan
belum dapat tercapai. PT SMART Tbk. menargetkan produk-produk yang diproduksi dan siap
untuk dipasarkan memiliki zero defect.
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The financial data used includes the company's three financial reports, namely profit and loss
statements, cash flow reports, and balance sheets. Financial reports are used to provide information
about a company's financial position and performance to make decisions (Endri et al., 2020a). In
addition, financial ratio analysis is needed, which is an analytical tool used to assess financial
performance based on financial comparison data for a period.

Observers from financial ratio analysis are divided into two parties, namely investors and
management. Even though they use the same financial ratio analysis, both in terms of procedure
and type of analysis, the two parties have different purposes for using it (Endri 2021b). Investors
take advantage of financial ratios to measure the value of investments made as well as predict profit
or loss when investing in a company. By comparing ratios between companies or businesses,
investors are able to determine the most profitable investment (Endri et al., 2020b).

On the management side, the utilization of financial ratios is used to monitor company performance
as well as a benchmark in evaluating business development. A simple example is, a company can
recognize low gross margins in financial ratio analysis, then think of ways to increase them (Endri,
2018a).

2.LITERATURE REVIEW
2.1 Definition of Financial Ratios
Financial Ratio Analysis (Financial Ratio Analysis) is a method of comparing humbers in
financial statements by dividing one number by another. This allows comparisons to be made
between one component and another in the financial statements. financial statements in the form of
numbers for a certain period of time. Companies that have a large size are expected to generate
large profits, so that they can distribute dividends and vice versa (Heliani et al., 2021; Lesmana &
Iskandar, 2020; Gumelar & Shauki, 2020)
Every month at the end of the month, the company's Finance Division (Accounting Division)
compiles and compiles Financial Statements which include Balance Sheets, Income Statements,
Cash Flow Statements, Changes in Capital Reports, and Reports submitted to company CEO. Apart
from Financial Reports, there are additional elements that must be included in the submission of
financial reports, such as Financial Statement Analysis. If financial report information can predict
what will happen in the future, financial reports will be more valuable for making economic
decisions.
2.2.Financial statements
Financial reports come in all shapes and sizes, as Harapan (2015: 106) explains:
1. A collection of balance sheets that depict a company's financial situation at a particular point in
time.
2. Calculation of profit or loss that describes the amount of results, costs, and profits of a company
over a certain period of time.
3. Report on sources of funds and expenses. For a given period of time, it includes all sources and
cash usage.
4. Statement of cash flows is a financial report that shows the sources and uses of cash during
certain time period.
5. A report on production costs detailing the many factors that play a role in the price of goods
manufactured goods.
6. The retained earnings report explains the profit position given to shareholders.
7. Report on changes in capital explains the situation of changes in capital, both in the form of PT
shares and capital in the company.
8. Activity reports are financial statement transactions that affect cash as described in the
company's financial statements.
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Financial reports are designed to provide stakeholders with information about a company at a
specific point in time. As a result, reading financial reports alone is not enough; Financial analysis,
such as ratio analysis, is required. According to Harjito and Martono (2011: 51), financial
statement analysis is an analysis of the financial condition of a company that involves balance
sheets and profit and loss. According to Harahap (2011: 190), analysis of financial statements
means breaking down financial statement items into smaller information units and looking at the
relationship that is significant or that has meaning between one another both between quantitative
and non-quantitative data with the aim of knowing the condition deeper financials that are very
important in the process of making the right decisions.

Financial report analysis is the activity of comparing company performance in the form of
financial figures with similar companies or with previous period figures or with budget figures
(Khalida, 2019). Financial statement analysis is a process of researching financial statements and
their elements which aims to evaluate and predict the financial condition of a company or business
entity in the past and present. Analysis of financial statements and other data (quantitative and
qualitative), where this aims to determine the company's financial condition more deeply (I1zma,
2016). According to Sujaweni (2019: 35) P, financial statement analysis is an analysis carried out
to look at a company's financial condition, how the success of the company has been achieved in
the past, present, and future predictions.

3.RESEARCH METHODS
3.1.The definition of descriptive qualitative research

This study uses a descriptive qualitative approach. Qualitative research according to
Moloeng (2018) is research that intends to understand the phenomenon of what is experienced by
participants such as behavior, perception, motivation, actions and others. So that in this study the
data collected was qualitative data with qualitative data collection instruments. As according to
Sugiyono (2019) qualitative research is research that is used to examine the condition of natural
objects and the data obtained tends to be qualitative data with qualitative data analysis techniques.
In addition, according to Cresswell (2014) a qualitative research approach is research that aims to
explore or understand social problems. The descriptive research method according to Sugiyono
(2019) belongs to the type of research based on the level of explanation. Descriptive research
method is research that aims to describe the condition or value of one or more variables
independently. Besides that, according to Sukmadinata (2012) descriptive research is "the lowest
research among other studies”. Aims to provide an overview of natural phenomena or the results of
human engineering. In conducting the research, it does not provide treatment or manipulate the
independent variables. But it gives a picture of a condition as it is.

The method of data collection was carried out in this study with documentation to obtain
information by looking at the data contained in the documentation for the place of business
obtained from the internet and financial report data at SMART (www.smart-tbk.com). then by
using the results of previous research to obtain secondary data, as well as other literature related to
the current research. The scope of this research was carried out at PT. Sinar Mas Agro Resource
and Technology TBK (SMART) at (www.smart-tbk.com) , and is devoted to issues related to
financial ratio analysis in terms of liquidity ratios, financial ratios, profitability ratios, and
assessment of the 2018-2020 period. The details of the data needed to obtain a clear picture of the
problem and solution and facilitate discussion, then the data needed to complete the purpose of this
writer is the condition or general description of PT Sinar Mas Agro Resource and Technology TBK
(SMART).
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4.RESULTS AND DISCUSSION

PT Sinar Mas Agro Resources and Technology Tbk.(PT SMART Tbk.) is a publicly listed
and integrated palm-based consumer company in Indonesia committed to sustainable palm oil
production. The main activity of PT SMART Tbk. starting from planting and harvesting oil palm
trees, processing Fresh Fruit Bunches (FFB) into Crude Palm Oil (CPO) and Palm Kernel Qil (PK),
processing CPO into industrial and consumer products. PT SMART Tbk. has now managed
approximately 137,900 hectares of oil palm plantations in Indonesia including plasma land, with 16
palm oil mills processing FFB into CPO and PK with a total capacity of 4.2 million tons per year.
To analyze the financial performance capabilities of PT SMART Tbk. then PT SMART Thk's
financial report data is needed. The following are the 2021 financial reports and Consolidated
reports for the years ending December 31, 2022 and 2021, namely as follows:

4.1.Financial statements
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4.2 Financial Review

In 2022, SMART's net sales increased by 32%, reaching a record high of IDR 75.05
trillion. EBITDAZ2 grew significantly by 56% to Rp 9.53 trillion. Net profit also recorded the
highest achievement in history of IDR 5.50 trillion. This extraordinary performance is the
result of optimal utilization of an integrated business model and is supported by the
appreciation of CPO prices. The Company's financial position also strengthened with a better
debt to equity ratio of 0.95 times from 1.37 times last year.

4.3.Net sales

Sales consist of CPO, PK and their derivative products, such as cooking oil, margarine,
shortening, oleochemicals and biodiesel. Net sales increased by 32% to IDR 75.05 trillion, 34%
higher than the 2022 target. This was motivated by the strengthening of selling prices and an
increase in sales quantity. Overall sales of both branded and bulk derivative products, including
oleochemicals and biodiesel, accounted for 84% of net sales. For 2023, we are targeting net sales of
IDR 62.13 trillion assuming a lower average CPO price compared to the record high prices in 2022.
However, the supply and demand for vegetable oil globally are expected to remain tight.

Net sales from the consumer product business integration segment and trading activities

Sales from this segment increased significantly by 34% to Rp 68.29 trillion compared
to the previous year, which was contributed by an increase in both average selling price and
sales quantity.

Net sales from plantation segment
Sales from the plantation segment increased by 11% to IDR 8.59 trillion due to the
strengthening market price of CPO.

Net sales from other segments

The other segment is primarily the oleochemicals business. Sales from other segments
grew strongly by 48% to Rp. 5.96 trillion, mainly due to the strengthening of the average
selling price and sales quantity.

Rp miliar
Rp bilhlan

75,046 57,004 40,434

2022 2021 2020
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4.4.Cost of goods sold

Cost of goods sold consists of raw materials used, plantation management expenses,
production costs and other indirect expenses. Cost of goods sold in 2022 increased by 34% to
IDR 61.73 trillion mainly due to rising raw material prices in line with increased sales and
strengthening CPO market prices.

4.5.0perating expenses

In 2022, operating expenses decreased by 5% to IDR 6.72 trillion from IDR 7.07
trillion in the previous year, mainly due to lower selling expenses. Selling expenses mainly
consist of export duties and levies, freight and delivery costs; advertising and promotion;
salaries, wages and employee welfare; export sales administration; rent, taxes and permits; and
insurance expense. Selling expenses in 2022 amounted to IDR 5.42 trillion, down 8% from
IDR 5.86 trillion in the previous year. This decrease was mainly due to the decrease in export
duties and export levies, especially in the second half of the year, which was partly offset by
the increase in freight and delivery costs in line with the increase in sales quantity. General
and administrative expenses mainly consist of salaries, wages and employee benefits;
depreciation and amortization; professional services; maintenance and repair; rent, taxes and
permits; communication; official travel; and corporate social responsibility; less the allocation
to management services and commissions. Allocations to management services and
commissions are expenses associated with providing various services to related parties, such
as providing human resources, accounting and taxation, information technology (hardware and
software), sales and purchases, and other related services. General and administrative expenses
slightly increased to IDR 1.31 trillion from IDR 1.22 trillion in the previous year, mainly due
to an increase in salaries, wages and employee benefits; and decreased allocations to
management services and commissions, which were partly offset by lower depreciation and
amortization expenses.

4.6.0perating profit

The Company's operating profit increased significantly to IDR 6.59 trillion from IDR
3.88 trillion in 2021, contributed by an increase in gross profit which was offset by an increase
in general and administrative expenses.

The results of the business integration segment of consumer products and trading activities

In line with the increase in net sales, the results of the business integration segment for
consumer products and trading activities more than doubled to IDR 4.36 trillion compared to IDR
2.05 trillion in 2021.

Plantation segment results
Yield from the plantation segment increased slightly to Rp 2.50 trillion from Rp 2.42
trillion in the previous year, due to the stronger average selling price.

Other segment results

Results from other segments grew significantly by 62% to Rp 970 billion from Rp 600
billion in the previous year. This increase was mainly contributed by an increase in the average
selling price and sales quantity.
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4.7.EBITDA

The company recorded a new record for EBITDA of IDR 9.53 trillion, growing 56%
from IDR 6.12 trillion in 2021. This performance far exceeded the target of 51% mainly due to
the appreciation of the CPO market price and optimal utilization of integrated business
models. For performance in 2023, the Company targets to achieve a lower EBITDA of 34%
due to the lower CPO price assumption.

Other Income or Expenses

This account mainly consists of interest and other financial expenses, equity in net
income of associates, and loss on foreign exchange, most of which were unrealized, which
came from the translation of debt denominated in US Dollars to Rupiah. In 2022, the
Company recorded other income - net of IDR 217 billion, compared to other expenses - net of
IDR 288 billion recorded in the previous year. Other income - net was mostly derived from the
absorption of income from associates of IDR 828 billion and other income of IDR 782 billion,
which was partly offset by an increase in interest and other financial expenses of IDR 1.34
trillion due to the larger balance of bonds payable in Rupiah, as well as foreign exchange loss
recorded in the current year. At the end of 2022, the Rupiah weakened against the US Dollar
to IDR 15,731 from IDR 14,269 at the end of 2021.

Net profit

The company recorded a significant increase in net profit of IDR 5.50 trillion in 2022
compared to the previous year's achievement of IDR 2.83 trillion. Thus, earnings per share
amounted to IDR 1,915.

Other Comprehensive Income

Other comprehensive income in 2022 increased sharply to IDR 218 billion compared
to IDR 56 billion in the previous year. This increase was mainly due to exchange differences
on the translation of financial statements.

Total Comprehensive Income
After taking into account other comprehensive income, total comprehensive income
for 2022 is IDR 5.72 trillion compared to IDR 2.89 trillion in the previous year.
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4.8.Asset

As of 31 December 2022, the Company's total assets increased by 6% to IDR 42.60
trillion from IDR 40.35 trillion at the end of 2021. Current assets amounted to IDR 23.71
trillion at the end of 2022, 6% higher than the previous year of IDR 22.42 trillion. This
increase was mainly due to an increase in inventories and trade receivables, which were partly
offset by a decrease in advances for purchases. This increase in inventories and trade
receivables was in line with the increase in net sales. Furthermore, the aging of accounts
receivable is slightly shorter at 40 days. The composition of trade receivables that are not yet
due or have matured in less than three months is more than 99%. Inventory turnover is
relatively stable at 7.7 times. Non-current assets increased to IDR 18.89 trillion at the end of
2022 from IDR 17.93 trillion in the previous year. The increase was mainly due to an increase
in investment in shares which came from absorbing the profit share of associates and an
increase in fixed assets.

4.9.Liability

As of 31 December 2022, total liabilities decreased to IDR 23.35 trillion from IDR
25.93 trillion in the previous year mainly due to a decrease in short-term liabilities.Short-term
liabilities decreased to Rp 12.10 trillion from Rp 15.41 trillion previously, mainly due to short-
term bank debt payments and decreased down payments from customers.Long-term liabilities
were recorded at IDR 11.25 trillion, an increase from IDR 10.52 trillion the previous year.
This increase mainly came from the issuance of the Company's bonds on the Indonesia Stock
Exchange in February and July 2022. As of December 31, 2022, the balance of loans
(including bonds payable) amounted to IDR 18.17 trillion, lower than the previous year of IDR
19.70 trillion. Protection of creditors' rights is a priority for the Company. During the current
year, SMART complied with all loan requirements, including certain financial ratio limits; not
sell, rent, and/or transfer collateral items to other parties; does not change the general nature of
the business; and various other administrative requirements. During 2022, both interest and
principal debt payments will be carried out according to schedule.

Equity Attributable to Owners of the Parent Entity

By the end of 2022, equity attributable to owners of the parent entity reached IDR
19.23 trillion, an increase of 34% from IDR 14.41 trillion in the previous year. The Company's
retained earnings grew to IDR 16.46 trillion compared to IDR 11.78 trillion at the end of 2021
contributed from profit for the year, which was partially offset by the distribution of dividends
for profits for 2021 and an interim dividend for profits for 2022.
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Capital Structure

A healthy capital structure is needed to support smooth operations, business growth and
long-term increase in shareholder value. In order to balance these factors, SMART regularly
reviews its capital structure, particularly its debt to equity ratio. Supported by an outstanding
financial performance in 2022, the Company managed to reduce debt levels, so that the debt to
equity ratio was lower to 0.95 times at the end of 2022, from 1.37 times previously. In addition, the
ratio of EBITDA to interest expense increased to 7.11 times in the current year.

Dividend

On 24 August 2022, SMART distributed an interim cash dividend for 2022 profits to
shareholders of IDR 200 per share or IDR 574 billion in total. For 2021 profits, SMART
distributed a final cash dividend of IDR 295 per share or a total of IDR 847 billion, which
was paid on 24 November 2021 and 22 June 2022. For 2020 profits, SMART distributed a
final cash dividend of IDR 160 per share or a total of IDR 460 billion on July 2, 2021.

Based on SMART's dividend distribution policy, the following factors are considered in
determining the dividend value:

a. operating results, cash flow and financial position;
industry prospects and capital expenditure plans;
debt payment schedule;

receipt of dividends from subsidiaries; And

other factors deemed relevant by the Board of Directors, Board of Commissioners
and shareholders.
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4.10.Cash flow

Cash flows provided by operating activities increased sharply to IDR 4.28 trillion in 2022
compared to IDR 651 billion in 2021. This increase was due to sales receipts that were much higher
than payments to suppliers, decreased payments for other operational activities, and decreased
payment of export duties and export levies, which were partly offset by increased payments of
corporate income tax, decreased collection of tax bills, and increased interest payments in the
current year. Cash flows used in investing activities slightly decreased to Rp 1.30 trillion from Rp
1.36 trillion in the previous year. The decrease was mainly due to the investment in shares in PT
Sumber Indahperkasa which occurred in 2021, which was partially offset by an increase in capital
expenditure during the year. Net cash flow used in financing activities in 2022 reached IDR 3.29
trillion, compared to net cash flow provided by financing activities in 2021 of IDR 586 billion. The
difference resulted mainly from the increase in servicing of short-term bank loans and the lower
value of bonds issued during the year.

5.CONCLUSION

Financial Ratio Analysis (Financial Ratio Analysis) is a method of comparing numbers in
financial statements by dividing one number by another. This allows comparisons to be made
between one component and another in the financial statements. financial statements in the form of
numbers for a certain period of time. Companies that have a large size are expected to generate
large profits, so that they can distribute dividends and vice versa (Heliani et al., 2021; Lesmana &
Iskandar, 2020; Gumelar & Shauki, 2020). PT SMART Tbk. now manages oil palm plantations in
Indonesia covering an area of around 137,900 hectares including plasma land, with 16 palm oil
mills processing FFB into CPO and PK with a total capacity of 4.2 million tons per year To analyze
PT SMART's financial performance capabilities Thk.
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then PT SMART Tbk's financial report data is needed. The following are the 2021
financial reports and Consolidated reports for the years ending December 31, 2022 and 2021,
namely as follows:

Financial overview : In 2022, SMART's net sales increased 32%, reaching a record high of IDR
75.05 trillion. EBITDAZ grew significantly by 56% to Rp 9.53 trillion.

Net sales : For 2023, we target net sales of IDR 62.13 trillion assuming a lower average CPO price
compared to the record high prices in 2022

Cost of sales: Cost of goods sold in 2022 increased by 34% to IDR 61.73 trillion mainly due to
rising raw material prices in line with increased sales and strengthening CPO market prices.

Operating expenses : In 2022, operating expenses decreased by 5% to IDR 6.72 trillion from IDR
7.07 trillion in the previous year, mainly due to lower selling expenses.

Operating profit : The Company's operating profit increased significantly to IDR 6.59 trillion
from IDR 3.88 trillion in 2021, contributed by an increase in gross profit which was offset by an
increase in general and administrative expenses.

Other income or expenses : In 2022, the Company recorded other income - net of IDR 217
billion, compared to other expenses - net of IDR 288 billion recorded in the previous year. Other
income - net mostly came from the absorption of revenue from associates of IDR 828 billion and
other income of IDR 782 billion.

Net profit : The Company recorded a significant increase in net profit of IDR 5.50 trillion in 2022
compared to the previous year's achievement of IDR 2.83 trillion.

Other comprehensive income : Other comprehensive income in 2022 increased sharply to IDR
218 billion compared to IDR 56 billion in the previous year.

Total comprehensive income : After taking into account other comprehensive income, total
comprehensive income for 2022 is IDR 5.72 trillion compared to IDR 2.89 trillion in the previous
year.

Assets : As of 31 December 2022, the Company's total assets increased by 6% to IDR 42.60 trillion
from IDR 40.35 trillion at the end of 2021. Current assets amounted to IDR 23.71 trillion at the end
of 2022, 6% higher than the previous year of IDR 22.42 trillion. Non-current assets increased to
IDR 18.89 trillion at the end of 2022 from IDR 17.93 trillion in the previous year.

Liabilities : As of 31 December 2022, total liabilities decreased to IDR 23.35 trillion from IDR
25.93 trillion in the previous year mainly due to a decrease in short-term liabilities. Short-term
liabilities decreased to Rp 12.10 trillion from Rp 15.41 trillion previously, mainly due to short-term
bank loan payments and decreased down payments from customers. Long-term liabilities were
recorded at IDR 11.25 trillion, an increase from IDR 10.52 trillion the previous year.

Equity attributable to owners of the parent entity : By the end of 2022, equity attributable to
owners of the parent entity reached IDR 19.23 trillion, an increase of 34% from IDR 14.41 trillion
in the previous year.
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Capital structure : capital structure SMART regularly reviews its capital structure, particularly its
debt to equity ratio. Supported by an outstanding financial performance in 2022, the Company
managed to reduce debt levels, so that the debt to equity ratio was lower to 0.95 times at the end of

2022, from 1.37 times previously.

Dividend : On 24 August 2022, SMART distributed an interim cash dividend for 2022 profit to

shareholders of IDR 200 per share or IDR 574 billion in total

Cash flows : Cash flows provided by operating activities increased sharply to IDR 4.28 trillion in
2022 compared to IDR 651 billion in 2021. Cash flows used for investing activities slightly
decreased to IDR 1.30 trillion from IDR 1.36 trillion in the previous year. Net cash flow used in
financing activities in 2022 reached IDR 3.29 trillion, compared to net cash flow provided by

financing activities in 2021 of IDR 586 billion.
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