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Executive Summary

The main objective of this work is to analyse the economic and financial viability of the company Jurys Inn, this report was prepared for the CEO of the present company, a study carried out during 2019 and 2020. 
After the presentation of the proposal and the main characteristics of the hotel, the existing costs in the hotel activity, the initial investment, and the projection of expected revenues were presented with these values, having projected the cash flow for the next years of operation under probable scenarios: pessimist and optimist. The cash flow results pointed to the viability of the project, finally, the main viability indicators were calculated, such as Net present value, Internal rate of return, and Payback. 
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Introduction

This financial analysis of a company in this case Jurys Inn, uses a set of analytical tools which seek to help a heterogeneous group of entities in the knowledge of the situation, and its economic and financial evolution, over a certain period precisely during the 2019 and 2020 financial year and seeking to anticipate its likely future behaviour. To form a judgment on the economic and financial situation of Jurys Inn, it became necessary to resort to a set of indicators. Although these indicators have different forms the most common are, without doubt, those that take the form of ratios. The ratio is a quotient between quantities normally extracted directly from the company's accounting information, information that is essentially reflected in profitability, liquidity, and gearing. 














Financial Analysis
In Financial analysis the investigation of an organization's ability to produce benefits is also a way of estimating the turn of events. Through it, we observe techniques that allow us to assess what is happening in the business. The objective is to decide your exposure for the best use of your assets. Making the financial analysis, seeing the positive and negative points of the company's economy it will be possible to practice methods to develop the growth of this hotel, because a company that has its finances up to date passes a good image before the public, being able to attract more customers and investors, who will ensure the financial health of this organization. There are several ways or techniques through which a company's financial analysis can be composed, but there are specific points that are simple and easy to assess, (Thakur and Vaidya, 2022).
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Figure 1 

Financial Analysis Trends
There is a multitude of financial indicators that a company can control. Here, the most relevant ones are highlighted, considering the context of the company in question.
Profitability
Profitability indices consist of measures established to measure a company's economic performance. What is intended to be achieved through these indexes, and to know if the enterprise is being profitable concerning several parameters, (CARLSON, 2020). The main variables of the financial statements used as a basis for comparison are:
Gross Profit
Here the gross margin tells us what percentage of profit the company incorporates with each sale made. 
Gross Margin = Gross Profit / Total Revenue x 100 (What is the gross profit margin, 2022)
2019 - 5050/5500 x 100 = 92% 
2020 - 5150/6000 x 100 = 86% 
  In this Ratio analysis we can see that the Gross Profit Margin for 2019 was 92%, however in 2020 it was only 86%, which means that in this last year, it had profits, but the expense also increased. 
Net Profit
Here the percentage of net profit earned by the company in relation to total revenue. 
Net Margin = Net Income / Total Revenue x 100 (Net Profit Margin, 2015-2022)
2019 - 4008/5500 x 100 = 73% 
2020 – 4073/600 x 100 = 68% 
In this ratio analysis, we can see that the net margin of this company in 2019 was 73%, on the other hand, in 2020 it was only 68%, that is, in this last year, not increasing the debt in the medium and long term, exactly as in the previous, gross margin, the difference in these values ​​is this one has no tax applied. 
Roce
Roce means return on investment, that is, it measures the gain obtained in relation to the investment made. 
Roce = Net profits of the year + loan interest / total assets less current liability x 100 (Return on Capital Employed, 2021)
2019 - 4008 + 20/6226 x 100 = 65% 
2020 - 4073 + 18/6274 x 100 = 65% 
There is an increase in assets, the debt has not increased in the medium and long term, and there is no need to resort to loans. 
Total Assets Turnover
As this ratio is one of the most used by banking entities when assessing the financial balance of a company, it gives us the relationship between equity and net assets of an organization, in other words, the percentage of equity that serves to finance the activity of this business. A low ratio does not necessarily mean difficulties in the treasury, as it should not be analyzed in isolation, but in conjunction with other indicators, such as average payment period, average receipt period, stock period, among others. Companies that frequently resort to short-term bank financing for treasury needs, having a low financial autonomy ratio can be serious, and may even make certain operations unfeasible, increasing the cost of financing, this because from the banking point of view, a company with total asset holdings present a higher risk. Summarizing what was said with the following formula: 
Total Assets Turnover = Sales/total assets less current liability (Bragg, 2021). 
2019 - 5500/6226 = 0.88 
2020 - 6000/6274 = 0.95 
We can see that there is an increase in the total assets (financial autonomy) of this company, the assets of this organization are sufficient to cover all its debts, with no need to apply for a bank loan, but if it were necessary, the effort rate would probably be low for this institution. 
Working Capital Turnover 
This ratio of particular interest to the owners or shareholders of the business in question presents us with the return on equity by dividing the value of net income by the value of equity, in this analysis we can see the capacity and effectiveness of return on invested capital.
 Working capital turnover = Sales/net current assets (What Is the Working Capital Turnover Ratio? (Definition and Formula) | Indeed.com, 2021)
2019 - 5500/1726 = 3.19 
2020 - 6000/1624 = 3.70 
This calculation tells us the percentage of profit for every pound invested, being extremely important for investors, who are generally attracted to companies that have the ability to generate dividends. In this case, we can see that there is an increase in assets in 2020. 
 

Liquidity
The liquidity ratio is the result of current assets that measures the company's ability to meet its short-term liabilities.
Current Ratio
This profitability ratio relates the company's profits to its equity. There are several ways to obtain this result, but the principles are always the same, comparing the profit that the company was able to generate in a certain period of time with the data related to the size of the company, be it the amount invested, the value of the asset or the company's net worth. This dimension divides the value of operating results by the value of total assets and gives us information about the ability of the company's assets to generate results. 
Current ratio = Current assets total/Current liabilities total (Jedynak, 2022) 
2019 – 3065/1339 = 2.29 
2020 – 3240/1616 = 2.00 
It can be seen that there is an increase in assets in 2020, with this increase in investment, for example, machines, productive equipment, inventories, administrative equipment, among others, have the capacity to generate results. 
Quick ratio
The Quick ratio shows the efficiency of the entity's stock management (number of times the inventory runs during the year), resulting in the application of the following calculation expression: 
Quick Ratio = Current asset Total - stock / current liabilities total (SETH, KINDNESS, and KVILHAUG, 2021)
2019 - 3065-1450/1339 = 1.21 
2020 - 3240-1420/1616 = 1.13 
The greater the value of this radius, the greater the efficiency of stock management, optimizing the treasury but also being able to indicate frequent ruptures in it, in this case, the ability to solve its commitments decreased. 
Not many purchases were made, an attempt was made to manage the existing stock, but on the other hand, as the payment time to suppliers was reduced, as we can see in the ratio (Creditor days), there is a possible decrease in the ability to solve commitments. 

Debtor Days
This ratio represents the number of days that the entity has to wait to receive debts from its customers. A ratio with high values ​​may translate credit risk and possible inefficiency of the collections department and/or lack of negotiating power on the part of the entity towards its customers.
 Debtors Days = Debtors x 365 days of the year/sales (Formula and Calculator, 2022)
2019 – 1600x365/5500 = 106.18 = 106 
2020 - 1800 x 365/6000 = 109.5 = 110 
In this calculation we see that customers increased the time to settle their debt, thus increasing credit. 
Creditor Days
This calculation translates the average number of days that an entity takes to pay debts to suppliers. If it presents low values, it may mean that the entity does not have to negotiate power with suppliers, and the financing will be small. On the other hand, if the value is higher, either the entity in question has great negotiating power or it may mean difficulties in paying its debts.
 Creditor Days = Trade creditors x 365 days/purchases (Rangaswami, 2018)
2019 – 800 x 365/500 = 584 days 
2020 – 870 x 365/850 = 373.59 = 374 days 
This ratio indicates that the company had more sales, so it increased its purchases, but in turn, the days of payment to suppliers decreased. 

Gearing
A gearing ratio is a measure used by investors to establish a company’s financial leverage, in this race are part:
Debt Racio
This ratio, widely used by financial institutions in the analysis of credit risk, reflects the number of periods required for an entity to amortize its net financial debt, considering a certain constant value. 
Debt = (Total current liabilities + bank loan)/ (total current assets + fixed assets) answers divided by one another, (Mukhopadhyay and Vaidya, 2022)
2019 - (1339+150) / (3065+4500) = 1489/7565 = 0.19 days. 
2020 – (1616+145) / (3240+4650) = 1761/7890 =0.22 days. 

Analysing this indicator tells us that there was an increase in credit, but that in turn revenue also increased, with the values ​​of both being proportional, there is no large debt to the bank, but an increase in collection days. 
Interest Coverage
Interest cover is the number of funds a company needs to finance its day-to-day operations. According to Ramachandran and Janakiraman (2009) is essentially necessary to satisfy the daily financial needs of an institution, in order to guarantee the smooth functioning of the operating cycle, and current liabilities correspond to the debts that are intended to be paid in the normal course of business, within a short time. This calculation is done through the difference between current assets and current liabilities, as in the example below. 
Interest cover – Net profit of the year + cash in hand/loan interest (Thakur, 2020)
2019 = 4008+5/20 = 200.65 
2020 = 4073+5/18=226.55
Here we see that this working capital increased as a result of the increase in profits (revenue). 
This ratio is important, namely because of its effectiveness on the profitability and risk of the company, consequently, on its value (Smith,1980) 
​To maximize the performance of a business, working capital management must be integrated into the short- and medium-term financial decision-making process.


Knowledge from Ratio Analysis
Observing this Ratio, it is possible to understand that the main viability indicators were calculated, such as net present value, internal rate of return, and Payback. The numbers are good because there is an increase in sales, but the deadline for making payments by debtors has also increased, creating problems in the company's collections to customers. With this increase in sales, the debt to suppliers also increases, on the other hand, there was a reduction in the time (days) to make payments, which may be reflected in a delay in the company's commercial payments, which may create liquidity problems, creating indebtedness.

Benefits and Limitations of Ratio Analysis
Financial indicators show us both the past performance of a company, as an example the results of the previous year, and allow us to predict the future, based on a budget, what the result will be in the following year. From the data obtained, it is possible to clearly verify the critical points of the business and also its main points to be developed. This understanding will create better planning and devise new strategies for better resource management, (Ingram, 2019). 
Some of the limitations in the analysis of ratios are the existence of different branches of activity in a single company, which may distort the data provided, as different marketing margins lead to different profit margins. Data distortion due to the adoption of different accounting policies, or even the seasonality of economic activities is one of the limiting factors. To be more precise, they must be complemented with other indicators and other techniques, such as the analysis of financial flows, (CARLSON, 2019).



















Conclusion

Accounting aims to control the assets of entities, and for that, it has divisions that are part of this domain, among these ramifications (separations) are financial and management accounting that have tools that demonstrate financial movements and activities. The objective of this report was to analyse the ratio of the hotel in question, observing its economic evolution in a given period, to better understand whether this company managed to make a profit or not, seeking to anticipate a probable future behaviour, thus having the opportunity to adapt to some unforeseen.
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Formula     Ratio     201 9  20 20  

Gross profits/sales x  100    Gross profit     5050 /5500x100=92%  5150/6000x100=86%  

Net profits of the  year/sales x100    Net profit     4008/5500x100=73%  4073/600x100=68%  

Net profits of the  year + loan interest  / total assets  less  current liability  x100    ROCE    4008+20/6226x100= 65 %  4073+18/6274x100=65%  

Sales/total assets  less current  liability     Total assets  turnover    5500/6226= 0.88   times   6000/6274= 0.96    

Sales/ net  current   assets     Working capital  turnover    5500 /1726= 3. 18    6000/1624= 3. 69  

Current assets  total/current  liabilities total    Current ratio     3065/1339= 2.29  3240/1616= 2.0  

Current assets total  –   stock / current  liabilities total    Quick ratio     3065 - 1450/1339= 1.21  3240 - 1420/1616= 1.13  

Debtors x 365 days  of the  year / sales     Debtor days     1600x365/5500= 106.18 =106  1800x365/6000= 109.5 =110  

Trade creditors x  365 days  /purchases    Creditor days     800x365/500= 584   days         870x365/850= 373.5 9 =374  days   

(Total current  liabilities +bank  loan )( total current  assets +  fixed  assets ) answers  divided by one  another     Debt  ratio   (1339+150)/(3065+4500)=   1489/7565= 0. 19   days  (1616+145)/(3240+4650)=   1761/7890= 0.22   days   

Net profit of the  year + cash in hand  / loan interest     Interest cover     4008+5/20= 200.65  4073+ 5 /18= 226. 55  

 


