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Executive Summary

Financial statements are helpful as they can be employed to predict future statistics for a company studying the financial ratio analysis. while from the management’s view the ratio analysis is crucial as it facilitates anticipate the future circumstances in which the company should expect to operate and facilitates strategic decision making (Brigham and Houston 2007, p. 77).
By analysing profitability ratios, the Jury Inn hotel will have a report on how it can generate profit from its businesses relative to its revenue, how well a company uses its assets internally, Profit margin, return on equity, return on capital employed, and gross margin ratios. Regarding liquidity ratios it define the ability to transfer the assets into cash in brief time to cover the debt and obligation in case of emergency. Also, the company has calculated the gearing ratio to determines the percentage of its borrowed funds and have an idea about its the financial risk that Jurys Inn might confront in the future.
The management recognize the market gap and assess its competitor’s situation, weaknesses, strengths by obtaining financial ratios, such as Price/Earnings, from common competitors and comparing it to the company’s ratios to improve the hotel position into the hospitality industry sector.
Ratio analysis in this report will give us a vision into a Jurys Inn company’s performance such as profitability, liquidity and gearing by examining its financial statements such as the balance sheet and income statement (profit and loss account). The objective of this report is to analyse ratios for a company’s by measuring their performance, determine the source of weaknesses and find a suitable solution to save the company acclivities.
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Introduction
The hospitality company Jurys Inn manages a range of hotels within the United Kingdom and Northern Ireland.to analyse the financial situation one of the company accountants in UK will deliver a report for 2019,2020 by calculating and evaluating the loss, profit and balance sheet which allow Jurys to categorize the trends and have a clear financial statement by focusing on the profitability, liquidity and gearing of the hotel. 
According to Lawder. (1989) that since the late 1800’s, ratio analysis has been extensively used in the analyse of published financial data. Indeed, ratios have been used to contribute assess companies’ financial health and condition since the start of the finance field.
to stay sustainable Jurys Inn needs successful planning and financial management. Ratio analysis is a valuable tool to get the financial results and the company’s development trend, it is divided into three parts.  profitability, liquidity, and gearing. This report discusses the ratio analysis of Jurys Inn for the year 2019 and 202. 
To identify how the hotel successfully manages and estimates its profit and expenses, it is fundamental for the hospitality industries managers to keep the records of their budgeting profits which will reflect the success of the hotel. This will support the customer’s satisfaction and automatically enhance the company image. Using and calculating the formula of the 3 data ratios profitability, liquidity, Gearing, helps break and specify the success of actual activity during the previous 2 years, by recognising where the differences of performance between the two years. 
At the end of this report, it will be possible to judge if Jurys Inn is running in excess debt. These financial ratios would contribute to give ca clear idea about concerns like if the company’s expenses are higher to make more profits. Also, ratio analysis   helps the accountant to better know whether the company is using their assets properly or not its assets if it is not the case the result of the ratio calculation may lead the financial analysts to suggest other solution to take the right decision.


Financial Analysis: figure 1 
Formula  	Ratio  	2019 	2020 
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 	4073/6000x100 	=68 
Net profits of the year + loan interest / total assets less current liability x100 	ROCE 	4008-20= 3988/6226 	x100 	=64 	4073-18=4055/6274 	x100 	=65 
Sales/total assets less current liability  	Total assets turnover 	5500/6226 	=0.88 days  	6000/6274 	=0.95 days  
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 	=2.28 	3240/1616 	=2.00 
Current assets total – stock / current liabilities total 	Quick ratio  	3065-1450/1339 	=1.20 	3240-1420/1616 	=1.12 
Debtors x 365 days of the year / sales  	Debtor days  	1600x365/5500 	=106.18 days  	1800x365 day/6000 	=109.5 days  
Trade creditors x 365 days /purchases 	Creditor days  	800x 365 days /500 	=5.84 days  	870x 365 days /850 	=3.74 days  
(Total current liabilities +bank loan) ( total current assets + fixed assets) answers divided by one another  	Debt days  	(1339+150 =1489)  	(3065+4500 = 7565)  	1489/7565 =0.19 	(1616+145=1761)  	(3240+4650 =7890)  	1761/7890=0.22 
Net profit of the year + cash in hand / loan interest  	Interest cover  	4008+5/20 	=200.65 	4073+5/18 	=226.55 

 
Figure 2


Financial Analysis Trends 
Profitability 
Profitability ratios: significant ratios can be calculated to display the competence of a company to use its sales, assets, and equity to generate return invested into the venture. The fact that an enterprise is producing profit is not sufficient to categorise it as a successful business (Epstein & Jermakowicz, 2007). 
The profitability ratio concentrates on 5 ratios from 2019 to 2020. In the table the gross profit margin spot differences between cost of sales and sales revenue, the data shows that gross profit margin had decreased significantly by 6% in 2020 shown by the sales outcome in revenue. The net profit margin has declined by 5% revealing the company is being directed weakly. The ROCE has slight increase in 2020 by 1% which means that Jurys Inn has been more efficient generating profit from its capital in 2020 than 2019, indicates that a larger amount of profits can be invested back into the hotel for the benefit of shareholders it is a sign of a successful growth hotel.
The total Asset turnover increased by 0,07% in 2020 compared to 2019 which shows that Jurys Inn is efficiently used its assets. Hence, it is generating revenue from its assets, conversely to 2019. As result, working capital turnover has also increased by 0.51% indicates that management is being very successful in using a Jurys Inn short-term assets and liabilities for encouraging sales. 
 Liquidity
Liquidity is very important for financial analysis of the company it provide information regarding a company’s ability to meet its short-term obligation. The current ratios of Jurys Inn have decreased from 2,28% in 2019 to 2,00 in 2020. because a good current ratio is between 1.2 and 2. the hotel has 2 times more current assets than liabilities to covers its debts. The same analyse for quick ratio both for 2019(1,20) and 2020(1,12) are considered healthy ratio.
Gearing
The Gearing ratio, examine the financial interactions associated to the capital, the liability, or money that the hotel has lent from the debtors. The aim is to recognize the financial control, which determines the company’s achievements which can be financed by shareholders' capitals as opposed to the creditor's capitals. The debtor’s days ratio determines how long the hotel will take to receive payments from its debtors. On the table Debt ratio increased slightly by 0.03 % and the debtor’s days grown by nearly 4 days   this means that hotel has a smaller amount of cash accessible to use and it will take longer to get paid. Interest cover has increased by 25,9% this is a nice sign because it demonstrates that the hotel’s risk is down and the hotel activities working plenty cash to pay bills.
Knowledge from Ratio Analysis
B) For the hospitality industry, hotels have several current liabilities in the form of payments and wages, short-term liabilities, short-term equipment renting. Moreover, it is a recurring industry which demand enough current tangible assets to cover current liabilities, even in an economic recession. Stakeholders require a high recent ratio to judge whether the hotel activity is strong or not. Method of accounting in hospitality management is conducted to identify and record financial concerns and produce data regarding a hotel assets, liabilities, and investments. Through this procedure, the management of a hospitality institution identifies and calculate financial ratios, which are very important for basic control of the hotel activities.
Some of the most important financial ratios in hospitality accounting include average daily rate, occupancy percentage, room sales and overall sales, expenses of food sold percentage, earning margins for occupation and F&B, housekeeping cost per occupied room, and cost of beverage sold percentage. 
That why it is crucial to specify a set of financial ratios that can be used to examine a hotel within the hospitality industry, regardless of operations. These are the most common financial ratios that the hotel management must use to analyse hotel within the hospitality industry are:
Liquidity ratio: helps stakeholders to have a clear image about the hotel’s ability to meet its short-term financial obligation and liabilities.
Financial leverage ratio: contribute of understanding the long-term solvency of the hotel and contribute to evaluating the capacity of the hotel to meet its long-term debt obligations within the hospitality sector 
Profitability: in the hospitality industry profitability ratios determine a hotel earning relative to the expenses.  A profitability ratio can be utilised to compare the previous and the current year profitability also compared to a similar hotel ratio to judge how profitable the business is relative to its rivals.
All these information may be founded in the financial statement as, balance sheet, income statement, cash flow statement, statement of shareholder Profitability ratios measure a business’ ability to earn profits, relative to their associated expenses. Recording a higher profitability ratio than in the previous financial reporting period shows that the business is improving financially. A profitability ratio can also be compared to a similar firm’s ratio to determine how profitable the business is relative to its competitors. All these data are very important as it helps many users such as managers, investors, shareholders, supplier, customers, government to understand the financial position and performance of Jurys Inn. The knowledge and understanding of these financials statements is very important for the hotel managements as the managers can easily evaluate the information from this statement and make the right decision (Jonathan A. Hales,2011). additionally, this statement can also help managers to assess the worth of hotel and its level of sales, expenses, earning (Rocco, Angelo& Andrew N. Vladimir, 2011).
C) Ratio analysis is used as an effective system of financial statement analysis. It determines the statistical or connection between two facts of a financial statement to determine strengths, weaknesses, the   current financial position, and previous performance of the hotel. It also mangers to have a clear evaluation of certain part of a hotel’s performance. 
Ratio analysis has several benefits that may the hotel take advantages of it for example, predicting and planning, by analysing the trend with the calculation of ratios may be helpful for forecasting and planning future hotel operations. Also, it helps on budgeting, calculating ratio contribute on estimating the budget figures such as sales budgets may be prepared with contribution the previous analysis sales, the ratio can measure the efficiency of company operation. Moreover, the ratio plays an effective role on communication and information of the hotel’s progress and situation to the parties concerned. Ratios contribute to the control of cost and the performance of hotel’s department, analysing ratio can be the best solution to compare between two companies to improve its efficiency. Furthermore, it is an indication of long-term solvency position, liquidity position and general profit, it is also a signal of a company crisis in advance and help the direction to take the right decision to improve the hotel activity.
Despite all these advantages, ratios analysis has some limitation, as the ratios are calculated from the details provided by the financial statement which is under certain limitation that affect the quality of ratio, also the financial statement doesn’t reflect the actual situation  as it provide historical information which means that the ratio can’t forecast the future, lack of comparability as several accounting policies lead to different accounting  data  and accounting ratio, lack of precision and information , lack of standard comparison , ratios is only a quantitative analysis, the qualitative is ignored. Additionally, some ratios cannot appear on the financial statement as low rate of depreciation   can only be found in the balance sheet which called “windows- dressing” change in price level which mean that fixed asset only demonstrate the statement of cost however it does not reflect the change in price. Hence, it increases the difficulty in comparison, finally, the ratios can be affected by seasonal factors that why seasonal business must take car when interpretating the financial data because the liquidity ratio and inventory ratios may be different from period to other.
                                                          Conclusion 
To sum up, the ratios analysis applied to Jurry Inn can explain that the hotel had some variation between 2019 and 2020.whereas, most of the ratios such us efficiency of assets. liquidity, and ROCE ratios shows development, the gearing ratios also, demonstrate an increase due to the rise of long-term debt and the capital invested. However, the hotel had some decline regarding its profit. The financial statement and relevant information gathered shows that Jurys Inn faced some troubles regarding the management of hotel operation and its finance.
Moreover, this report presumes that ratio has many advantages that contribute in the business’s success, can help management to understand the company trends and its historical financial statement, however, it can’t predict the business future because the exact forecast come from the economic situation and this is one and the most major limitations of ratios that unable a company to take decision.
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