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Finance is possibly the most vital function of any business or organisation.  Being able to understand the necessary financial statements and figures is key to management success.  (Ali, et al., 2002)  
This report has been constructed to determine the best advice for managers and directors from a financial perspective.  
This will be determined using analytical data, to interpret and critically asses the company’s financial position.  The findings will be concluded and recommendations made for the future of the business.
The tools and techniques used to gather the information will be financial statements, ratio analysis, trend analysis.  Failure prediction models, 
Working Capital Management, methods of financing working capital, short and long term financing requirements, 
Project appraisal is where the different decisions can be made by calculating the payback period, this will determine whether to make, buy or lease equipment.
The report will use two similar companies to determine comparisons and gage financial position as part of the tourism industry.  
Strategies, the report will investigate how important is it to have financial planning.  
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[bookmark: _Toc30887589]THE SKY GARDEN

The Sky Garden is home to a three-storey building of landscaped gardens open to the public.  It holds the reputation for the most exclusive social space, which includes an observation deck and open-air terrace. Situated in the busy city of London at 20 Fenchurch Street. 
The Sky Garden was built in 2015, the space is open to the public that offers a view across London.  There is no entry fee, but a booking system is in place to prevent overcrowding.  
 All the spaces are privately owned, thus the restaurants, and a private dining area and a bar draw clientele as an added feature and this generates revenue, as well as offices.  The venue offers the tenants of Fenchurch Street, members of the business community and Londoners alike a choice fine dining and some of the best views. 
The Sky Garden, affectionately known as the ‘Walkie Talkie’ building because of its shape has become a brand.  
Rhubarb is a premium foodservice market provider that operates across two major divisions: one being Events and Iconic Locations, such as the Saatchi Gallery, Royal Albert Hall, Royal Ascot, and 20 Fenchurch Street.  
All through ECI Partners (ECI’s) investment, they helped to improve and focus strategy in locations focusing on sporting, cultural and locations for fine dining that have parallel characteristics to Royal Ascot and the Royal Albert Hall that is separated from the travel sector.
(ECI) supported the introduction of the new Chairman Stephen Alexander to rhubarb in 2014.
The Commercial Team at ECI approved projects that carried out a detailed market analysis of locations, with a view to implementing a robust channel of winnable chances, by developing an I.T map and supporting the re-branding. (Partners, 2014) 
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The View from The Shard is one of the major competitors in the hospitality industry.  The View and Sky Garden alike offers a similar attraction, the luxury of a 360-degree view, but (TVFTS) will always take the lead in respect of the height that is unbeatable and futile in terms of The Sky Garden offering a competitive edge. But in terms of monetary value, the threat has always been that the Sky Garden does not charge an entry fee, and this in itself will attract visitors who want the experience. The Sky Garden is  The Views' main competitor to have the winning edge,  The Sky Garden promotes a sustainable viewing space with the green roof designed to imitate nature’s blueprint.   The View from The Shard does not offer free viewing platforms, there is an entry fee for everybody.
In terms of management and staff changes, the attraction has seen the dramatic evolution. 
The first CEO was A. Nyberg, was the CEO, for three years, one year was under the year of construction, his manifest was to get The View from The Shard up and running with minimum costs. 
The second, CEO was C. Stephens, wanted to improve what was already there and create happy staff, which in turn created staff loyalty, which reduced staff turnover by implementing employee incentives and building customer loyalty.  
The Third CEO has over the last three years has removed the gift shop, a permanent champagne bar on level 69, which brings in added revenue.  Under the third CEO, the strategy is about increasing revenue and no added interest in brand management to maintain a five-star service.  
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[bookmark: _Toc30887592]A CRITICAL REVIEW OF THE COMPANY’S FINANCIAL PERFORMANCES

According to (Tarver, 2019) the key ratios used to analyse the hospitality industry, suggests, hospitality is weighted in fixed and tangible assets, therefore it may be beneficial to use specific ratios to assess and come to a conclusion based on the performance of a particular company.  As this sector incorporates so many different subdivisions, it is not easy to make comparisons with other companies under the hospitality sector.  Financial ratios can be helpful to achieve evaluations.

[bookmark: _Toc30887593]RATIO ANALYSIS

There are different deﬁnitions that can be used for each ratio. However, it is important that whatever ratios are used, they are meaningful to the business and applied consistently (Collier, 2012).
[bookmark: _Toc30887594]LIQUIDITY RATIOS

Liquidity Ratios offer stakeholders information with regards to an organisations ability to meet short term financial commitments.  The hospitality industry requires a large amount of working capital, in addition, it has many short term financial responsibilities to cover, thus making liquidity ratios an essential component of this particular industry’s analysis. (Tarver, 2019)
[bookmark: _Toc30887595]THE SKY GARDEN 
	Current Ratio

	Year
	Current Assets
	Current Liabilities
	Decimal
	Percentage

	2015
	1640371
	1500596
	5.168831169
	516.88%

	2016
	1742674
	1617407
	5.677261614
	567.73%

	2017
	15773626
	16318250
	25.65625
	2565.63%

	2018
	14760342
	15966529
	7.814589666
	781.46%



	CURRENT ASSETS
	 

	CURRENT LIABILITIES



The current ratio is a liquidity measure that illustrates an organisations ability to meet all its short term liabilities with the assets classed as the short term on hand.  These assets, in particular, are whatever the organisation considers short term, for example, inventory, plant, equipment, and property would not be included as these are long term assets.  
In regards to the hospitality industry, organisations have plenty of current liabilities that come in the form of wages and salaries, equipment on the basis of short term leasing, and other liabilities.  In addition, it is a periodic industry making it vital that organisations have ample current assets to cover current liabilities, even in an economic recession.
Stakeholders want to realise a raised current ratio to regulate whether an organisation in the hospitality industry is resilient. (Tarver, 2019)
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According to (Institute, 2010) for specific strategies for example arbitrage strategies, leverage is crucial as leverage amplifies the profit.  In contrast, leverage is an ambiguous tool as in addition it amplifies losses.  
Leverage ratio is also known as Gearing, the ratios can be calculated using ‘book’ or market value
[bookmark: _Toc30887597]THE SKY GARDEN
	Debt - Equity - Ratio

	Year
	Total Debt
	Total Equity
	Decimal
	Percentage

	2015
	 
	171718
	0
	13.93%

	2016
	24501581
	186094
	131.662391
	14.30%

	2017
	24197272
	12475042
	1.939654552
	3.14%

	2018
	24641822
	13046949
	1.888703788
	10.29%



	TOTAL DEBT
	 

	TOTAL EQUITY
	




It is evident that analysts try to determine the link between leverage and organisational performance, in terms of positive or negative impact (Mule & Mukras, 2015). 
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[bookmark: _Toc30887599]THE SKY GARDEN
	Fixed Asset Turnover

	Year
	Sales
	Fixed Assets
	Decimal
	Percentage

	2015
	 
	36356
	0
	2524.46%

	2016
	 
	71587
	0
	2660.66%

	2017
	8023134
	20898688
	0.383906109
	2520.24%

	2018
	9628187
	22928429
	0.419923537
	2672.84%



	SALES REVENUE
	 

	TOTAL FIXED ASSETS



Authors (Laurent & Hug, 2000) suggests, a modest example displays the significant transparency that the efficiency ratio provides. Specifically, it will be plain to see that its alignment toward the potential return of the investment environment of the portfolio is vital.
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[bookmark: _Toc30887601]PROFITABILITY RATIO

(Blaao, 2016) re-iterated (Thompson, 1994, p159) beliefs that the benefits and disadvantages of using financial ratios, firstly they determine profits that may be lost or unrealised and prospects of potential growth. Ratios also identify rates of risk, in addition to carrying out the possibility of improvements and identifying worthy opportunities. 
Disadvantages are characteristic when using financial ratios in evaluating performance.  Financial ratios mean that alongside the numbers, factors and the quantitative character they are unable to quantify the factors of quality that are appropriate in conducting as an example,  in regards to banks.  Fianancial ratios are open to being manipulated by the management team, of which they choose as an alternative to improve how things seem prior to the end of the monetary year.  Financial ratios can affect alternative accounting measures, which may give ambiguous results in other areas of analysis.  A large amount of financial ratios indicate inertness at the time statements were prepared.  

[bookmark: _Toc30887602]THE SKY GARDEN
	Net Profit Margin

	Year
	Net Income
	Sales
	Decimal
	Percentage

	2015
	 
	 
	#DIV/0!
	 

	2016
	 
	 
	#DIV/0!
	 

	2017
	962906
	8023134
	0.120016193
	2.79%

	2018
	571907
	9628187
	0.059399241
	1.58%




	NET PROFIT
	 

	SALES REVENUE
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In relation to the above ratios, that are based on, The Sky Garden, the figures used have been taken from consolidated financial accounts.  
There are some gaps in the early years, of 2015 and 2016 where the company was entitled to exemption from audit under section 477 of the Companies Act 2006.  
However, that being said, The Sky Garden is a robust and confident business, whos initial strategies have placed it as a front runner.  The organisation has slowly seen steady growth in its fixed assets in the years 2017 and 2018.  
The net profit margin, ratios show that The Sky Garden is proficient at transforming sales into a profit.  
The debt to equity ratio, The Sky Garden, shows that the steady build-up of equity secures the fact the organisation can borrow money against the equity if deemed necessary, and this is a long term option, that is not time-bound.    
[bookmark: _Toc30887604]EVALUATION OF RATIOS – CONTINUED

The current ratio in regards to the Sky Garden is the most essential in regards to the hospitality industry, in addition as previously stated, as the industry is periodic, it shows, that The Sky Garden is able to manage all its short term liabilities.  This ratio is well controlled by focusing on the current liabilities, by reducing them improves the current ratio.
Looking at the relevant paperwork for, The View from The Shard and The Sky Garden.  From a view of where one would be most confident in investing in, the analysis will look at 2017 for both companies.  Although The View From The Shard has displayed a deeper insight and provide more insight as to where the monies have been spent.  The Sky garden does not seem to be as transparent. It is difficult to see how their assets have been made up.  With that being said one is drawn to The Sky Garden as a business of choice because total assets total £13,432,953 whereas The View from The Shard total assets are 4,353,266.  As previously stated total assets encourage shareholders to take risks as the company display means of the ability to pay back over the short term or long term periods.    


..\Downloads\Comparison of Major Competitor.pdf  See Appendix A
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It is recommended that The Sky Garden attempt to make early payments to creditors, this will enable the organisation to save costs on interests with the probability of earning a discount, which will have an impact on the oorganisations profits. (Borad, 2019) 
Based on the current ratio, (Borad, 2019) ensure that all assets are productive and if this is not the case sell them.  Improve current assets by raising shareholder funds.  
Sweep bank accounts, firstly, the management of the firm ought to try and reduce hard cash levels and retain monies in accounts.  Almost every bank and institution has this facility. This allows any surplus funds can be transferred to an additional account which brings interest.  These funds are available for use if required.  
How ratios are interpreted is dependent on the industry.  In specifically the ratio needs to be understood as a trend over a period of time, or by comparing industry averages of the competitor's ratios.  The comparisons will aid in determining whether there has been a significant improvement in performance and at what point is improvement necessary.  On the basis of comprehending the business environment and the conditions that are competitive, in conjunction with information delivered by ratio analysis, the people that use the financial statement can make a judgment call regarding the pattern of how the business has performed in the past and the lucrative prospects for the strength of the organisation. (Collier, 2012)  
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[bookmark: _Toc30887607]INVESTMENT APPRAISAL TECHNIQUES

	Year
	Project A
	Project B

	0
	-103
	-115

	1
	10
	60

	2
	30
	40

	3
	50
	60

	4
	65
	5

	 
	 
	 

	 
	8.73%
	 

	NPV
	£16.98
	£24.27

	IRR
	14.40%
	19.95%

	PBP
	3.2
	2.25



The company’s cost of capital is currently at 8.73 percent. 
The Net Present Value (NPV) calculates the value of future projects.  (NPV), determines if it is more beneficial to pay now or at a later date.  Paying at a later date incurs risks, and the value of future cash flow is worth less.  For that reason project B is better, the monetary value is higher and there is a shorter payback period.
The  Internal Rate of  Return (IRR) this calculation is based on trial and error to evaluate the best project for the company, as the (IRR) in project A is less, which means you are waiting for a longer period of time for a return on your investment.   Project B is the better option as you receive a better rate of return over fewer years.
The Payback Period (PBP) calculates the length of time in years and months of how long it will take to possible receive the company's initial investment. Project A will take 3 years and 2 months to get the initial investment.  Project B will take just over 2 years.  This is more beneficial to the company as this allows them to have funds that can be used on other projects or in other areas.  

The advantages of the particular techniques listed above and used in evaluating capital projects are: (Borad, 2019)  the payback period is simple to use and easy to comprehend.  It is a rapid resolution to uncertainty.  It is a preferred method for liquidity ratios.  The disadvantage is that it does not take into account the factor of time value of money.  It does not cover all cash flows.  It is unrealistic and overlooks profitability. It disregards the return on the project's investment.  
(Bhandari, 2015) among all the capital budgeting decision guides the Net Present Value (NPV) standard is well-thought-out as academically superior to all the others.  Though it is built on the assumptions of perfect and competent markets, it is independent of projects and carries a certainty of project life, there is no rationing on capital for example.  The majority of these expectations are invalid in real-life situations. In the real world, a range of risk factors and market inadequacies require the managers to focus on both profitability and liquidity of principal investments. The (NPV) decree warrants profitability but not liquidity, the pay back period (PBP) decree warrants liquidity but not profitability. There is only one standard, which gratifies both, and that is the Discounted Payback Period (DPP) standard. Only in the last decade or so that the majority of the textbooks in financial management mention the decree of (DPP).
According to (Altshuler & Magni, 2012) they argue that the internal rate of return (IRR) is used broadly, especially in the real estate sector.  It is unfortunate that the calculation for IRR undertakes interim investment values that are automatically produced by the (IRR) equation.  It is safe to assume that the investment values will differ from the true values of the project that is to be considered.  To the degree that the values differ, the (IRR) will not be an accurate rate of return, From a standpoint in terms of performance reporting, the values implied will most definitely contradict any estimates of project value being used for time-weighted rate of return (TWR) purpose.  A new metric has been introduced, (AIRR), it generates a precise money-weighted rate of return (MWR) that is beneficial for a project.  In addition, AIRR does not carry any of the difficulties that IRR has, for example, it has unique properties and it accounts appropriately for amounts that have actually been invested over the progression of the investment.  
[bookmark: _Toc30887608]NON FINANCIAL ADVANTAGES

To asses the worth of the management.  By assessing ratios, it will make it clearer as to the performance of management.  Ratio analysis will allow you to make comparisons with your competitors.  
It will allow the organisation to look at the growth in sales net profit and overall business efficiency of its main competitor.  
It is also beneficial to gain information in regard to the cost structure and operations of rival competitors.  
There are organisations that are not-for-profit who recognise the benefit of measuring financial performance as a valuable strategy for appraising operations, services, programs, and promoting financial stability.  One beneficial measurement tool is financial ratio analysis. Financial ratio analysis comprises extracting data from your financial statements, and using it to determine ratios appropriate for your not-for-profit, and then benchmarking those ratios in particular against past performance activity, management objectives or other organisations. (CBIZ, 2015)
According to (Atrill & McLaney, 2008) based on the range and quality of information. There are two key points that are worth a mention. Firstly, financial accounting reports focus on data that can be measured in monetary terms. Management accounting similarly produces those type of reports, on the other hand, it is also likely to produce reports that comprise of information of a non-financial nature, for example, the physical capacity of inventories, the number of sales received the number of new goods launched, physical productivity from each employee and so forth. Secondly, financial accounting places greater importance on the use of impartiality, evidence that is verifiable when preparing the reports. Management accounting reports may use evidence that is far less unbiased and verifiable but nonetheless, it provides managers with the information they requisite.
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It is recommended that The Sky Garden, as well as other businesses or organisations should adopt the concept of strategic strategies for management to distinguish and acknowledge their importance and create a robust competitive advantage.  
By embracing the exact behaviours, our actions tend to govern who we aspire to be. To have what you require in the world of business and in life, you must first, understand what is desired and mold it to shape and aid the result of your business aspirations. (James, 2011)

To conclude, (Blaao, 2016) states the use of financial analysis is used in various ways and purposes for example to gage the inferiority or superiority of management and shows the extent of success or failure within a financial institution to the relevant owners by the groundwork of future plans and assisting the management in controlling their assets.  It has emerged and been recognised the vital importance of financial analysis, where it has now become easier for managers from an economic perspective to view the future by the financial analysis results.  In this way, the organisation can obtain transparent perceptions on the particular financial circumstances.  Furthermore using modern approaches in financial analysis it has enabled limitless variables, for instance, the exchange rate of foreign currencies, interest rate risk, which give forewarnings on the ability of payment. 

Tools of financial analysis, there is a selection of tools that are used in the process of analysis and they can be put into three categories:
Horizontal Analysis, this analysis is operated by the calculation of the change in direction of the primary rudiments of the financial statements from one year to the next in the form of percentages, in order to explain the variations in the relation of rates of change and how they are calculated.  
Vertical analysis or the distribution of the relative elements of the current financial statements.  Vertical analysis is an investigation of the current statement by proportionate ratio distribution for each item on the statement that relates to the statement total, and financial ratios. (Blaao, 2016)
The data had also told us, that devising a strategy is critical for short term and long term scope.  Being able to recognise organisational capabilities, including soft skills As stated by Hamlin, gaining soft skills is also effective in a business strategy or daily duties.  There are a vast amount of soft skills, the most central of those are; delegation, leadership, and communication. (Hamlin, 2017)
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There are many reasons why decisions are made, within an organisation the variety of choices that a decision will give you want to implement changes, or when you are planning an organisations project.  The decisions will also highlight the limitations.  Therefore, what are the chosen techniques and tools? and how are they used in a project to give it maximum strength. There are guidelines that will be introduced, in other words, practices that are associated with the tools elected and that will be used in a uniform and systematic and manner that the organisation will comply with in order to extract results. The communication, strategies, and tools used will support the project is staying on course and meeting its aims and objectives. (Miller, 2018) in both a financial and non-financial way.

Rhubarb won the bidding war to purchase The Sky Garden contract, (ECI) invested revenues and they grew at a compound annual growth rate (CAGR) of 28% that is calculated using the total number of investment periods, in terms of months and years, and Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA) of 38% this formula depends on the financing structure of the organisation, which doubled revenue to over 60 million, through winning major venues, The Sky Garden is one of them, which hosts 1 million visitors each year, and just under a million visitors for the Goodwood Festival.  Circa 85% of revenue to date is generated from venues and locations with contracts that are long term and good clear visibility of future revenue.  (ECI) sold their investment in 2016 generating an impressive return of 3.1x and 32% IRR.  (ECI) investment date was 2012, they exited December 2016.
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