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Financial statement analysis as a primary method used to assess a business's financial condition.
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Introduction
Financial statement analysis refers to the overall use of financial information to assess the company's performance, which would help in making informed decisions and recommendations on areas of improvement in the company/business (Robinson, 2020). Balance sheets, cash flow statements, and income statement are among the reports used during financial statement analysis. It's the primary method to assess the financial situation of any business. An extensive analysis of the relationship between these statements provides insight into the company's financial position. It shows the profitability of the business among other financial conditions of the business. Financial statement analysis is, therefore, an integral role in the operation of any business. For any business to thrive, there must be a financial statement analysis to evaluate the progress and growth of the company. It also plays a vital role in establishing the sustainability of the business by comparing the financial ratios derived from the business' financial statements. A better understanding of financial statement analysis can be achieved by comparing it to a scenario where a fitness trainer puts different clients under various proper metrics and assessments to establish whether the fitness programs are paying their dividends right to the client, in the form of the client's health and endurance. That is; by telling whether the client's health is improving or not and also the state of steadiness.
Generally, the financial statements establish the outcome of all the operations in a business and give crucial information concerning revenues, liabilities, assets, and the expenses of the business/company. The data from these statements are then used by the owners and stakeholders of the organization to keep watch on their business. The information is also valuable to decision-makers to evaluate performance and optimize their strategies for more growth of the organization (Cleverley, 2017). In a health care institution, financial statement analysis is as vital as in any other institution. The necessity of the financial statement analysis at the healthcare institutions to determine the business's financial condition has even increased drastically in the recent past due to the coronavirus (COVID -19) pandemic. The pandemic has mandated the state to issue new guidelines and terms of care constantly with the rising surge of COVID – 19. This has been an enormous blow to the healthcare facilities as expenses related to management, testing, and preventing coronavirus have been accelerating. These unprecedented circumstances have made the financial statement analysis more crucial than ever as a tool to monitor the financial condition of the facilities. It has enabled the facilities to spot inefficiencies and come up with better cost-saving strategies despite the pressure to offer the best health care service to COVID-19 patients and the need to grow revenues. A health care facility is a social entity and therefore, various groups of people may be interested in knowing the financial position and progress of the facility even though they are not related to the facility directly. The various groups may include the government, financial analysts, creditors, researchers, financial analysts among others. Preparation of the financial statements would therefore be essential for presentation to the interested parties. For instance, Maryland hospital posts its audited financial statements every year on its website so that it is easily accessible to interested parties that might want to know the hospital's financial position.
Balance sheets, statements of cash flows, and income statements are the top most important financial statements for a health care facility; however, for reliable results, the information prepared in the charts of accounts (COA) should be accurate and timely. Information fed in these accounts is then used to derive the financial statements. Electronic accounting systems are a significant innovation in health care facilities as they make accounting easier. It saves time since it provides instant feedback. It's also more accurate than manual accounting, but only if the information fed in the system is correct. It's therefore essential to train the users to avoid errors that may corrupt the financial statement reports generated afterward. 



Limitations of Financial Statements
Financial statements are instrumental, but they are not exempted from limitations. It's, therefore, necessary for those interested in the statements to take into account the limitations of the financial statements. One of the limitations is that the statements are meant to aid in reaching conclusions but not a decision itself; it's not a substitute for judgment. It should also be noted that the statements are analyses of the data based on the past and, therefore, cannot be used as a basis for future planning and estimation. For instance, if the financial statements indicate that health facility X made a constant profit margin in three consecutive years, it's not sufficient to predict that it would still make a profit in the coming year. This is because the financial statements are just an analysis of the past operations of the business. Additionally, some financial statements cannot be compared to certain companies due to the variation and volume of transactions (Li, 2019). For instance, the financial report of a small nursing clinic cannot be compared to a national health facility; they are incomparable since the services offered and transactions in a national hospital are much more than those of a nursing home.
Inflation has led to change in the value of money from year to year, thus creating problems in comparing financial statements of different years, another limitation of financial statements. There are changes in accounting methods and policies from time to time. If the changes are frequent and not uniform, then the comparison of financial statements becomes meaningless and valueless. Another limitation of financial statement analysis is that it can be biased. The company owners may inflate their earnings due to their interests which would produce false financial statements. A good example is a scandal in 2003 at HealthSouth, a health care company traded publicly in the U.S. (DiStaso, 2014). The chief executive officer of HealthSouth then, Richard Scrushy, ordered his underlings to inflate earnings about $1.4 billion to meet their stakeholder’s expectations. The CEO was, however, was caught and taken to court.
  In conclusion, financial statement analysis is fundamental and primary in assessing the financial conditions of healthcare facilities and all other businesses and should be used sufficiently. However, all interested in the statements should be keen on the limitations embedded in the statements.
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