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[bookmark: _Toc237289096][bookmark: _Toc237289360]Executive Summary
This report evaluates Marriott International's financial performance over five years (FY2021-FY2025), identifies the core financial risks facing the Company, and proposes a financially viable, globally scalable strategy for the Board. Key findings are: Marriott's asset-light, fee-driven model produces structurally low liquidity ratios and negative book equity that reflect sector norms rather than financial distress, supported by strong and growing free cash flow ($2.6 billion in 2025); however, five consecutive years of current-ratio decline and a rising $16.2 billion debt stock narrow the margin for error and warrant targeted reforms, specifically a formal minimum-liquidity policy, moderated share buybacks, and disciplined financing of future acquisitions. Of three proposed capital projects, only Project C is value-creating under all five appraisal methods (positive NPV, PI above 1.0, IRR above the 8% cost of capital, fastest payback, highest ARR), and the Board should invest £50 million in Project C alone rather than deploying the full £100 million budget across value-destructive alternatives. Throughout, AI was used to accelerate data retrieval and calculation, with all analysis, judgement and accountability remaining with the human author.








[bookmark: _Toc237289361]Introduction
This report has been prepared in the role of Chief Financial Officer of Marriott International, Inc. (Nasdaq: MAR), the world’s largest hotel group by room count, headquartered in Bethesda, Maryland. The Board has tasked the CFO with analysing five years of financial performance (FY2021–FY2025), recommending working capital and restructuring strategies, critically appraising three proposed capital investments, and reflecting on the role of AI in the analysis. Throughout, conclusions are grounded in Marriott’s Form 10-K filings and recognised financial databases, to ensure they are financially viable, globally scalable and ethically sound.	
























1. Financial Health Check

Marriott International, Inc. (“Marriott” or “the Company”) is the world’s largest hotel company by room count, franchising and licensing more than 9,800 properties across over 30 brands in 140+ countries (Marriott International, 2026). Following its near-total shift to an asset-light, fee-driven model after the 2016 Starwood acquisition, Marriott earns most revenue from management and franchise fees rather than hotel ownership. Blal and Bianchi (2019) and Sohn, Tang and Jang (2013) find this can enhance returns and reduce risk, while creating low liquidity ratios and, sometimes, negative book equity that conventional benchmarks do not anticipate. This section evaluates Marriott’s performance over five years to FY2025 using data from its Form 10-K filings, supplemented by independent financial databases (Brigham and Ehrhardt, 2022; Arnold, 2019).
[bookmark: _Toc237289097][bookmark: _Toc237289362]1.1 Financial Performance Overview, 2021-2025
Table 1 summarises Marriott’s consolidated revenue, operating income and net income for FY2021-FY2025, capturing the recovery from the pandemic-induced 2020 trough through to more moderate, normalised growth in 2024-2025.

	($ millions)
	2021
	2022
	2023
	2024
	2025

	Total revenue
	13,857
	20,773
	23,713
	25,100
	26,186

	Operating income
	1,909
	3,474
	3,864
	3,767
	4,141

	Net income
	1,099
	2,358
	3,083
	2,375
	2,601

	Net profit margin
	7.9%
	11.3%
	13.0%
	9.5%
	9.9%


Table 1. Marriott International Summary Income Statement, 2021-2025. Source: Marriott International 10-K filings, SEC EDGAR (Marriott International, 2026; 2025; 2024).
Revenue nearly doubled to $26.2 bn by 2025, as travel demand recovered and international markets grew faster than the U.S. and Canada segment (Marriott International, 2026a). Net income peaked at $3.08 bn in 2023, fell 23 % to $2.38 bn in 2024 (higher interest, lower one-off tax benefits), then partially recovered to $2.60 bn in 2025 still below the 2023 peak, signalling that financing costs are absorbing an increasing share of revenue growth.
[image: ]
Figure 1. Marriott International Revenue and Net Income, 2021-2025. Source: Marriott International 10-K filings, SEC EDGAR (Marriott International, 2026; 2025; 2024).




[bookmark: _Toc237289098][bookmark: _Toc237289363]1.2 Profitability Ratios
Profitability ratios assess how efficiently a company converts revenue into profit and are central to evaluating operating performance and the sustainability of shareholder returns (Brigham and Ehrhardt, 2022).
	Ratio
	2021
	2022
	2023
	2024
	2025

	Gross profit margin
	n/a*
	24.0%
	21.0%
	20.8%
	21.3%

	Operating profit margin
	13.8%
	16.7%
	16.3%
	15.0%
	15.8%

	Net profit margin
	7.9%
	11.3%
	13.0%
	9.5%
	9.9%

	Return on assets (ROA)
	4.3%
	9.5%
	12.0%
	9.1%
	9.4%

	Return on equity (ROE)
	n/m**
	n/m
	n/m
	n/m
	n/m


Table 2. Profitability Ratios, 2021-2025. Source: Author’s calculations based on Marriott International 10-K filings.
* 2021 gross margin is omitted due to revenue reclassification. ** ROE is not meaningful (n/m) throughout the period because Marriott reports negative shareholders’ equity (a consequence of buybacks exceeding retained earnings); dividing net income by a negative equity base produces a misleading result and is therefore set aside in favour of the gearing and cash flow measures in Section 1.5.
In plain terms: operating profit margin shows how much of every $100 of sales remains after running costs stable at $14–$17 across five years. Net profit margin shows what is left after all costs including interest and tax moving from ~$8 to ~$13 per $100, with the 2024 dip driven by higher interest rather than weaker core trading. Return on assets (ROA) shows profit generated per $100 of assets rising from $4 to a peak of $12 before settling at ~$9, reflecting the asset-light model’s structural efficiency.
[bookmark: _Toc237289099][bookmark: _Toc237289364]1.3 Liquidity Ratios
The current ratio (current assets divided by current liabilities) shows capacity to meet obligations due within one year (Arnold, 2019; Brigham and Ehrhardt, 2022). A ratio below 1.0 is traditionally a warning sign in capital-intensive sectors; as Section 1.4 shows, this needs adapting for asset-light businesses like Marriott.
	Ratio
	2021
	2022
	2023
	2024
	2025

	Current ratio
	0.57
	0.45
	0.43
	0.42
	0.40

	Quick ratio (approx.)
	0.50
	0.39
	0.37
	0.36
	0.34

	Working capital ($m)
	(2,780)
	(4,030)
	(4,450)
	(4,720)
	(4,905)


Table 3. Liquidity Ratios, 2021-2025. Source: Author’s calculations based on Macrotrends and Marriott International 10-K data.
In simple terms: the current ratio shows whether Marriott has enough short-term assets to cover short-term debts. At 0.40, for every $1 owed within the next year Marriott has only 40 cents on hand. Working capital (current assets minus current liabilities) has been persistently negative, meaning Marriott always owes more in the short term than it holds. Against a 1.5–2.0 conventional benchmark this looks alarming; in context it is examined against sector peers next.
[bookmark: _Toc237289100][bookmark: _Toc237289365]1.4 Comparison of Liquidity Ratios with Industry Benchmarks
A liquidity ratio is only informative against a relevant benchmark. Table 4 compares Marriott’s current ratio with five direct hospitality-sector peers.
	Company
	Current Ratio
	Business Model

	Hyatt Hotels Corporation
	0.01
	Asset-light, brand and management fees

	Marriott International
	0.40
	Asset-light, brand and management/franchise fees

	Hilton Worldwide Holdings
	0.70
	Asset-light, brand and management/franchise fees

	Choice Hotels International
	0.73
	Predominantly franchise fees

	Wyndham Hotels & Resorts
	0.75
	Predominantly franchise fees

	InterContinental Hotels Group
	0.97
	Asset-light, brand and management/franchise fees


Table 4. Liquidity Benchmarking Against Hospitality Sector Peers. Source: Wisesheets (2026); Macrotrends (2026).
Liquidity ratios are critical to short-term financial health under conventional theory (Brigham and Ehrhardt, 2022), but Blal and Bianchi (2019) identify the asset-light model as a persistent ‘blind spot’ in hospitality research precisely because low current assets and negative book equity do not fit benchmarks built for asset-owning industrials, while Sohn, Tang and Jang (2013) find the strategy nonetheless creates superior shareholder value.
[image: ]
Figure 2. Marriott International Current Ratio versus Hospitality Sector Peers, FY2025. Source: Macrotrends (2026); Wisesheets (2026).
All six companies in Table 4 fall below the conventional 1.0 threshold. The explanation is structural: asset-light groups hold little inventory, collect fees on short payment terms, and return surplus cash to shareholders rather than holding a balance-sheet buffer, consistent with IHG’s own net debt to EBITDA target of 2.5–3.0× (InterContinental Hotels Group, 2026). Even so, Marriott’s 0.40 is materially below Hilton (0.70) and IHG (0.97), and five consecutive years of decline is the more important signal than the absolute figure.
Table 5 extends this comparison beyond liquidity alone, setting Marriott’s FY2025 profitability and liquidity side by side with its two closest direct peers, Hilton and IHG, for a fuller picture of relative performance.
	Metric
	Marriott International
	Hilton Worldwide
	InterContinental Hotels Group

	Current ratio
	0.40
	0.70
	0.97

	Net profit margin
	9.9%
	13.7%
	14.6%

	Return on assets (ROA)
	9.4%
	16.2%
	22.4%


Table 5. FY2025 Peer Comparison: Marriott, Hilton and IHG. Source: Author’s calculations based on Marriott International (2026), Hilton Worldwide Holdings Form 10-K/10-Q filings, SEC EDGAR (2025); InterContinental Hotels Group (2026); Macrotrends (2026); Bullfincher (2026).
On this fuller comparison, Marriott trails both peers on liquidity, net margin and asset efficiency. IHG’s smaller, tightly managed asset base generates the strongest returns of the three. Marriott’s relative position rather than any single ratio in isolation is the more useful signal.
[bookmark: _Toc237289101][bookmark: _Toc237289366]1.5 Efficiency, Gearing, Investment and Cash Flow Ratios
[bookmark: _Toc237289102][bookmark: _Toc237289367]1.5.1 Efficiency
Asset turnover rose from ~0.54× to ~0.95×, meaning Marriott generated roughly $1 of sales for every $1 of assets by 2025. This reflects both revenue recovery and the structural efficiency of the asset-light model, since hotel owners rather than Marriott typically fund construction and renovation (Marriott International, 2026a).
[bookmark: _Toc237289103][bookmark: _Toc237289368]

1.5.2 Gearing
	Ratio
	2021
	2022
	2023
	2024
	2025

	Total debt ($m)
	10,510
	11,434
	11,430
	14,447
	16,204

	Total liabilities ($m)
	26,273
	24,247
	26,356
	29,174
	31,310

	Stockholders’ equity ($m)
	(720)
	568
	(682)
	(2,992)
	(3,770)

	Interest cover (approx., x)
	n/a
	6.7x
	6.8x
	5.4x
	5.1x


Table 6. Gearing Ratios, 2021-2025. Source: Author’s calculations based on Marriott International 10-K data and Simply Wall St (2026).
In plain terms: total debt grew from $10.5 bn to over $16 bn in five years. Interest cover shows how easily Marriott can pay that interest from profits: it fell from ~7× to 5.1×, still comfortable but declining. Gearing is the clearest concern: equity has been negative in four of five years, reaching a $3.77 bn deficit by end-2025 (Simply Wall St, 2026), driven by $3.3 bn of buybacks in 2025 alone (Marriott International, 2026a) a deliberate choice, not a sign of trading losses, but one that leaves less flexibility to absorb a severe earnings shock.
[bookmark: _Toc237289104][bookmark: _Toc237289369]1.5.3 Investment Ratios
Marriott has traded at a P/E in the high-twenties to low-thirties, reflecting confidence in its fee income and Bonvoy loyalty programme (271 million members, end-2025). Diluted EPS rose from $9.13 to $9.51 despite the 2024 net income dip, because buybacks reduced the share count per-share metrics are partly a function of financial engineering.
[bookmark: _Toc237289105][bookmark: _Toc237289370]1.5.4 Cash Flow Ratios
	($ millions)
	2021
	2022
	2023
	2024
	2025

	Net cash from operations
	1,274
	2,363
	2,749
	2,749
	3,212

	Capital expenditure
	332
	332
	452
	750
	604

	Free cash flow
	942
	2,031
	1,999
	1,999
	2,608

	Operating cash flow / current liabilities
	0.20x
	0.32x
	0.35x
	0.34x
	0.39x


Table 7. Cash Flow Ratios, 2021-2025. Source: Author’s calculations based on Marriott International 10-K filings; Bullfincher (2026).
In simple terms: operating cash flow cash generated from the core business more than doubled from $1.3 bn to $3.2 bn. Free cash flow (after capex) grew from $940 m to $2.6 bn. This is Marriott’s financial strength: it is why a sub-1.0 current ratio and negative equity do not amount to a solvency crisis. Operating cash flow to current liabilities improved steadily from 0.20× to 0.39×, confirming the cash engine is becoming more robust even as balance-sheet ratios decline.
[bookmark: _Toc237289106][bookmark: _Toc237289371]1.6 Summary: Trends, Strengths and Threats
In summary, Marriott’s asset-light model means conventional warnings current ratio below 1.0, negative equity do not automatically signal distress; peer benchmarking and cash flow metrics are more meaningful than raw ratios in isolation. Revenue and operating income have grown consistently with stable mid-teens margins; net profitability has been more volatile, pressured by rising interest costs rather than operating weakness; and the current ratio has fallen every year since 2021, offset by strong, growing free cash flow.
The principal strength is cash generation, which more than doubled and provides robust debt-service capacity. The principal threat is rising leverage, a deepening equity deficit and declining interest cover, which narrow Marriott’s margin for error against a demand shock or higher refinancing costs on its $16.2 bn debt stock findings that directly inform the recommendations in Sections 2 and 3.


[bookmark: _Toc237289107][bookmark: _Toc237289372]2. Working Capital Management Analysis
Efficient working capital management contributes to firm profitability and resilience (Deloof, 2003). Section 1 established that Marriott operates with persistently negative working capital and a current ratio well below 1.0. This section assesses Marriott’s cash operating cycle, evaluates whether the negative position is a manageable feature of the asset-light model or an emerging risk, and recommends reforms alongside a comparison of financing options.
[bookmark: _Toc237289108][bookmark: _Toc237289373]2.1 The Cash Operating Cycle
The cash operating cycle measures the time between paying for inputs and receiving cash from customers, calculated as Inventory Days + Receivables Days − Payables Days (Deloof, 2003; Brigham and Ehrhardt, 2022). Because Marriott is overwhelmingly a fee-based franchisor rather than an inventory-holding business, the inventory component is negligible, and the cycle is dominated by receivables and payables management.
	Component
	FY2025 Estimate
	Basis of Estimate

	Inventory days
	~2 days
	Minimal inventory; limited to F&B and retail operations at owned/leased properties

	Receivables days
	~38 days
	Trade receivables relative to revenue, adjusted for fee-based revenue mix

	Payables days
	~33 days
	Accounts payable and accrued liabilities relative to operating costs

	Cash operating cycle
	~7 days
	Receivables days + Inventory days − Payables days


Table 8. Cash Operating Cycle Estimate, FY2025. Source: Author’s estimate based on Marriott International 10-K disclosures.
Marriott’s cash operating cycle is around one week a genuine competitive advantage consistent with Deloof’s (2003) finding that shorter receivables periods improve profitability. The negative working capital identified in Section 1 is therefore better understood as Marriott choosing to distribute surplus cash to shareholders rather than hold a buffer, not as slow collections (full ratio workings in Appendix A).
A short cycle is not by itself a guarantee of resilience. A sharp fall in occupancy would shrink receivables while fixed obligations on the $16.2 bn debt stock continue to fall due. With only ~$671 m cash against $8.2 bn of current liabilities (Simply Wall St, 2026), the margin is thin. Marriott’s $4.5 bn revolving Credit Facility provides a substantial contingent buffer (Marriott International, 2026a), but its capacity is finite relative to total debt, underscoring why the reforms below remain necessary.
[bookmark: _Toc237289109][bookmark: _Toc237289374]2.2 Recommended Working Capital Reforms
[bookmark: _Toc237289110][bookmark: _Toc237289375]2.2.1 Minimum Cash Policy
Marriott should adopt and disclose a minimum liquidity target: cash plus undrawn Credit Facility of at least 15 % of current liabilities (~$1.2 bn at FY2025 levels). IHG’s disclosed net debt to EBITDA target of 2.5–3.0× shows that hospitality peers can operate leveraged while providing clear liquidity guidance to lenders (InterContinental Hotels Group, 2026). This target should be adopted by the Board within twelve months, disclosed in the next annual report, and reviewed quarterly by the Audit and Risk Committee.
[bookmark: _Toc237289111][bookmark: _Toc237289376]2.2.2 Accelerate Receivables Collection
Given receivables (~38 days) are the largest cycle component, Marriott should expand early-payment incentives and electronic invoicing to its full franchisee base and tighten collection terms on variable incentive fees. Deloof (2003) finds reducing receivables days directly improves profitability; peer groups show further compression is achievable. Even a 5–7-day reduction would materially improve short-term cash availability.
[bookmark: _Toc237289112][bookmark: _Toc237289377]2.2.3 Stage Buybacks Against a Liquidity Test
Rather than maintaining buybacks at a constant pace, the Board should introduce a rolling quarterly liquidity test: only accelerate repurchases when the 15 % minimum-liquidity threshold and free cash flow cover of upcoming debt maturities are both met. This preserves shareholder returns while providing an automatic brake during a downturn.


[bookmark: _Toc237289113][bookmark: _Toc237289378]2.3 Short-Term versus Long-Term Financing Options
	Criterion
	Short-Term Financing (e.g. commercial paper, revolving credit)
	Long-Term Financing (e.g. senior notes)

	Cost
	Generally lower interest cost in a normal yield curve environment
	Typically, higher coupon, but locked in for the term

	Flexibility
	High; can be drawn and repaid as needed
	Low; fixed repayment schedule, though often callable

	Refinancing risk
	High; must be rolled over frequently, exposing Marriott to interest rate and credit market volatility
	Low; Marriott’s 2025 issuances carried a weighted average maturity of approximately 5.4 years (Marriott International, 2026)

	Suitability for Marriott
	Appropriate for seasonal working capital fluctuations and bridge financing
	Appropriate for funding the structural negative working capital position and longer-term capital returns


Table 9. Short-Term versus Long-Term Financing: Comparative Assessment. Source: Author’s analysis, informed by Marriott International (2026).
Marriott’s long-term debt carries a weighted average rate of 4.5 % and maturity of 5.4 years, 90 % fixed rate (Marriott International, 2026a). This is the correct choice: structural negative working capital should be financed long-term to avoid compounding liquidity pressure with refinancing risk. Commercial paper and the Credit Facility should remain reserved for seasonal needs only.
Together, these reforms would preserve Marriott’s capital-efficient model while addressing the liquidity vulnerability identified in Section 1.


[bookmark: _Toc237289114][bookmark: _Toc237289379]2.4 Plain-Language Summary
In plain terms: Marriott's cash cycle is very short (about one week), which is a strength, but the Company holds little cash on hand less than 40 cents for every $1 it owes in the short term. The three reforms recommended above (a formal minimum liquidity target, faster invoice collection from franchisees, and linking share buybacks to a quarterly liquidity test) are designed to widen that margin without changing the core asset-light model. Long-term, fixed-rate financing should continue to fund the structural working capital deficit; short-term commercial paper should be kept for seasonal needs only.
[bookmark: _Toc237289115][bookmark: _Toc237289380]3. Strategic Financial Restructuring Plan
This section responds directly to the threats identified in Sections 1 and 2: rising leverage, a deepening shareholders’ deficit, declining interest cover and a current ratio that has fallen every year since 2021. Rather than a single large transaction, the plan combines selective divestiture, a moderate recalibration of the capital return programme functioning as a quasi-equity injection and continued disciplined bolt-on acquisitions.
[bookmark: _Toc237289116][bookmark: _Toc237289381]3.1 Recommended Restructuring Options
[bookmark: _Toc237289117][bookmark: _Toc237289382]3.1.1 Selective Divestiture of Marginal Brand Relationships
Marriott’s November 2025 termination of its licensing agreement with Sonder Holdings, triggered by Sonder’s default, illustrates restructuring discipline already in practice: rather than continuing to support an underperforming partnership, Marriott exited to limit exposure (Marriott International, 2025). This report recommends formalising this into an ongoing portfolio review, periodically assessing smaller brand relationships against minimum fee contribution and credit-risk thresholds, divesting those that fail to meet them a low-cost, low-disruption form of restructuring that protects fee income quality without a large write-down. The Chief Development Officer should complete an initial portfolio review within six months, flagging any relationships falling below fee contribution and credit-risk thresholds for Board decision.


[bookmark: _Toc237289118][bookmark: _Toc237289383]3.1.2 Moderated Buybacks as a De Facto Equity Injection
Marriott’s $3.77 bn equity deficit reflects cumulative buybacks exceeding retained earnings; in 2025 alone, $3.3 bn of stock was repurchased (Marriott International, 2026a). Consistent with pecking order theory (Myers and Majluf, 1984), prioritising internal over external finance is sound, but the buyback scale suggests the balance has tilted too far towards distribution relative to balance-sheet resilience.
A rights issue would directly rebuild the equity base but is not recommended: issuing equity to a cash-generative company risks diluting shareholders and signals to the market that management doubts internal funding capacity, a negative signalling effect recognised in the literature (Brealey, Myers and Allen, 2022). Instead, reducing buyback pace by 20–25 % over two to three years redirects freed cash to the liquidity buffer recommended in Section 2 - a partial equity injection via retained cash flow, avoiding dilution while signalling to rating agencies and equity holders that management is focused on long-term solvency, not short-term EPS support.
[bookmark: _Toc237289119][bookmark: _Toc237289384]3.1.3 Disciplined Bolt-On Acquisitions
Marriott’s 2025 citizenM acquisition and City Express midscale expansion (Marriott International, 2026a) show that capital-efficient brand and management platform acquisitions extend fee-earning footprint without materially raising balance-sheet risk. Future acquisitions should pass two tests: adds fee income not real estate; and is financed with long-term, fixed-rate debt consistent with Section 2.3, avoiding refinancing risk on top of rising leverage. CFO sign-off on compliance should be required before any deal proceeds to Board.





[bookmark: _Toc237289120][bookmark: _Toc237289385]3.2 Impact on Shareholder Value, Debt Structure and Operational Flexibility
	Restructuring Option
	Shareholder Value
	Debt Structure
	Operational Flexibility

	Selective brand divestiture
	Protects fee income quality; minor near-term cost
	No material impact
	Improves; reduces management distraction on underperforming relationships

	Moderated buybacks (de facto equity injection)
	Modest reduction in near-term EPS support; improved resilience may support valuation multiple over time
	Improves; larger liquidity buffer reduces reliance on the Credit Facility
	Improves; greater headroom to absorb a demand shock

	Disciplined bolt-on acquisitions
	Adds fee income and loyalty programme reach, supporting long-term EPS growth
	Neutral if financed with appropriately termed long-term debt; negative if financed short-term
	Improves brand portfolio breadth, particularly in midscale and lifestyle segments


Table 10. Impact of Recommended Restructuring Options on Shareholder Value, Debt Structure and Operational Flexibility. Source: Author’s analysis.
These measures are additive rather than substitutive: shareholder returns continue at a moderated pace; debt is not reduced in absolute terms but is better cushioned by liquidity; and flexibility improves through portfolio discipline and carefully financed growth, addressing Section 1’s threats without abandoning the asset-light strategy.
[bookmark: _Toc237289121][bookmark: _Toc237289386]3.3 International and Ethical Considerations
[bookmark: _Toc237289122][bookmark: _Toc237289387]3.3.1 Taxation
As a U.S.-headquartered multinational earning fee income across 140+ countries, Marriott faces the OECD Pillar Two minimum tax framework and transfer pricing scrutiny on brand royalties charged between group entities. Tax authorities regularly challenge whether intra-group royalties reflect arm’s-length prices; successful challenges can trigger material back-tax assessments and reputational damage (CMS, 2026). Restructuring decisions, including financing entity location, should be assessed for Pillar Two compliance to avoid the kind of unplanned tax exposure that flattered 2023 results (Marriott International, 2024).



[bookmark: _Toc237289123][bookmark: _Toc237289388]3.3.2 Currency Risk
With international markets growing faster than the U.S. and Canada segment, foreign exchange exposure on overseas fee income is increasing. The plan recommends continued currency hedging for material non-dollar flows and natural hedging through foreign-currency debt issuance, matching financing currency to underlying cash flows.
[bookmark: _Toc237289124][bookmark: _Toc237289389]3.3.3 Inflation
Cost inflation at the property level is borne primarily by hotel owners under the asset-light model, limiting Marriott’s direct exposure. Indirectly, sustained inflation could pressure owner profitability and slow new development signings, relevant to the fee growth assumptions in Section 4.
[bookmark: _Toc237289125][bookmark: _Toc237289390]3.3.4 CSR and ESG Considerations
The plan should align with Marriott’s Serve 360 platform its public ESG programme covering environmental footprint, community impact and supply chain responsibility. Brand divestiture should include an employment transition plan; the moderated buyback policy should be communicated as resilience-strengthening to maintain trust with ESG-focused rating agencies that increasingly influence Marriott’s cost of capital.


[bookmark: _Toc237289126][bookmark: _Toc237289391]3.4 Plain-Language Summary
In plain terms: the business is healthy and cash generative. What it needs is balance-sheet discipline slow buybacks modestly, acquire brands not real estate, exit failing partnerships. This signals to lenders and investors that management is focused on long-term resilience, not just short-term EPS.
[bookmark: _Toc237289127][bookmark: _Toc237289392]4. Investment Appraisal and Capital Budgeting
This section evaluates three investments, each costing £50 million, using five methods: payback period (PBP), accounting rate of return (ARR), net present value (NPV), profitability index (PI) and internal rate of return (IRR). A discount rate of 8 % and straight-line depreciation to zero over five years apply throughout. Two further assumptions apply: no terminal or salvage value at Year 5, and no residual cash flows beyond the five-year period a conservative basis that may understate true project value if cash flows continue beyond Year 5.
[bookmark: _Toc237289128][bookmark: _Toc237289393]4.1 Project Cash Flow Profiles
	Project
	Initial Investment
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total Inflows

	A
	£50m
	£10m
	£12m
	£14m
	£10m
	£8m
	£54m

	B
	£50m
	£11m
	£11m
	£11m
	£11m
	£11m
	£55m

	C
	£50m
	£5m
	£10m
	£20m
	£25m
	£5m
	£65m


Table 11a. Project Cash Flow Profiles. Source: Author’s calculations based on project data specified in the assignment brief.
[bookmark: _Toc237289129][bookmark: _Toc237289394]4.2 Payback Period (PBP)
Payback period simply asks: how long does it take to get the £50 million back, adding up the cash each project brings in year by year? Project A brings in £46 million over the first four years, so it needs another £4 million from Year 5’s £8 million, which takes about half that year 4.5 years in total. Project B pays the same £11 million every year, reaching £44 million after four years, then needs £6 million of Year 5’s £11 million about 4.55 years. Project C brings in £35 million over the first three years, then needs only £15 million of Year 4’s £25 million about 3.6 years, much faster than the other two.
	Project
	Payback Period

	A
	4.5 years

	B
	4.55 years

	C
	3.6 years


Table 11b. Payback Period (PBP) Summary. Source: Author’s calculations.
Project C wins, recovering capital almost a full year sooner than A and B. This matters given Marriott’s falling current ratio: faster payback returns cash to the business sooner. Payback period is used here only as a liquidity screening measure, however, since it ignores the time value of money and post-payback cash flows (Peterson and Fabozzi, 2019); NPV and IRR carry more weight.
[bookmark: _Toc237289130][bookmark: _Toc237289395]4.3 Accounting Rate of Return (ARR)
ARR asks a simpler question: on average, what percentage profit does each project make per year, compared with what was invested? Each project’s £50 million cost is spread evenly over five years as depreciation, which works out at £10 million a year. Subtracting this depreciation from the average yearly cash inflow gives an average yearly profit and dividing that by the average amount invested (£25 million, since the asset’s value falls from £50 million to zero) gives the ARR percentage.
	Project
	Avg. Annual Cash Inflow
	Avg. Annual Depreciation
	Avg. Accounting Profit
	Avg. Investment
	ARR

	A
	£10.8m
	£10.0m
	£0.8m
	£25.0m
	3.20%

	B
	£11.0m
	£10.0m
	£1.0m
	£25.0m
	4.00%

	C
	£13.0m
	£10.0m
	£3.0m
	£25.0m
	12.00%


Table 11c. Accounting Rate of Return (ARR) Calculations. Source: Author’s calculations.
Project C comes out far ahead, with an average yearly return of 12 percent three times higher than Project B’s 4 percent and almost four times Project A’s 3.2 percent. This is because Project C earns much more in Years 3 and 4 (£20 million and £25 million), which lifts its average even though its first and last years are weaker. Like payback period, ARR is a simple, easy-to-understand measure, but it does not account for when the money arrives, only the average over time, and the result can change depending on how depreciation is calculated, so it should not be used on its own (Peterson and Fabozzi, 2019).
[bookmark: _Toc237289131][bookmark: _Toc237289396]4.4 Net Present Value (NPV)
NPV asks: what are the future cash inflows worth in today’s money, after deducting the £50 m cost? Each year’s inflow is multiplied by a discount factor falling from 0.93 (Year 1) to 0.68 (Year 5) at 8 %. NPV is the most reliable criterion because it captures both the scale and timing of cash flows and links directly to shareholder wealth creation (Brealey, Myers and Allen, 2022).
	Project
	PV of Inflows
	Initial Investment
	NPV @ 8%

	A
	£43.46m
	£50.00m
	−£6.54m

	B
	£43.92m
	£50.00m
	−£6.08m

	C
	£50.86m
	£50.00m
	+£0.86m


Table 11d. Net Present Value (NPV) at 8% Discount Rate. Source: Author’s calculations.
Only Project C ends up with a positive NPV, at about £0.9 million the only project that actually adds value once today’s-money terms are used. Projects A and B both come out negative (around −£6.5 million and −£6.1 million), even though Project B brings in slightly more cash overall than Project A. This shows that NPV cares not just about how much money comes in, but when neither A nor B brings in enough, early enough, to make up for the £50 million spent today.
Sensitivity check: if Marriott’s cost of capital were 10 % rather than 8 %, Project C’s NPV turns negative (−£2.0 m) while A and B worsen to −£8.7 m and −£8.3 m, respectively. Project C remains the best of the three at either rate, but it is no longer unambiguously value-creating once the rate rises by just two percentage points. This narrow margin reinforces the need for conservative cost-of-capital assumptions before committing capital.



[bookmark: _Toc237289132][bookmark: _Toc237289397]4.5 Profitability Index (PI)
PI divides the present value of inflows by the £50 m cost. Above 1.0 means value creation; below 1.0 means value destruction. PI is particularly useful for ranking projects under a capital-rationing constraint (Section 4.8).
	Project
	PV of Inflows
	Initial Investment
	Profitability Index

	A
	£43.46m
	£50.00m
	0.869

	B
	£43.92m
	£50.00m
	0.878

	C
	£50.86m
	£50.00m
	1.017


Table 11e. Profitability Index (PI). Source: Author’s calculations.
Project C is the only project above 1.0, confirming what NPV already showed. Projects A and B both sit below 1.0, meaning they would return less value than they cost.
[bookmark: _Toc237289133][bookmark: _Toc237289398]4.6 Internal Rate of Return (IRR)
IRR is the return rate at which NPV equals zero. It is easy to compare with Marriott’s 8 % cost of capital but can occasionally give a different ranking from NPV for projects with unusual cash flow patterns (Peterson and Fabozzi, 2019), so it is used here to corroborate NPV rather than replace it (full workings in Appendix C).
	Project
	IRR

	A
	2.72%

	B
	3.26%

	C
	8.59%


Table 11f. Internal Rate of Return (IRR). Source: Author’s calculations verified using a Python financial library (NumPy-financial).
Project C’s return of 8.6 percent is the only one above Marriott’s 8 percent target, meaning it is the only project that clears the bar. Projects A and B, at 2.7 percent and 3.3 percent, fall well short.



[bookmark: _Toc237289134][bookmark: _Toc237289399]4.7 Recommendation and Justification
	Criterion
	Project A
	Project B
	Project C
	Preferred

	Payback Period
	4.50 years
	4.55 years
	3.60 years
	C

	ARR
	3.20%
	4.00%
	12.00%
	C

	NPV @ 8%
	−£6.54m
	−£6.08m
	+£0.86m
	C

	Profitability Index
	0.869
	0.878
	1.017
	C

	IRR
	2.72%
	3.26%
	8.59%
	C


Table 12. Investment Appraisal Summary: Projects A, B and C. Source: Author’s calculations, summarising Tables 11b-11f.
Project C is the clear choice: it wins on every single test fastest payback, highest ARR, the only positive NPV, the only PI above 1.0, and the only IRR above 8 percent. All five methods agree, which is reassuring, since this is not always the case for mutually exclusive projects.
This fits Marriott’s situation well. Project C’s faster payback helps rebuild liquidity, which matters given the falling current ratio discussed in Section 1. There are also non-financial reasons to prefer it: large hotel investments carry political risk, especially where international financing is involved, and customer loyalty risk, since a disappointing property can damage the Bonvoy brand that drives Marriott’s fee income. Because Project C’s numbers are so much stronger than A or B, it leaves more room for error if real-world results fall short of forecast.
Put simply, the table below asks four plain questions of each project; Project C answers “yes” to all of them, while A and B answer “no” to all of them.
	Project
	Fastest payback?
	Highest annual profit (ARR)?
	Only one to make extra money (positive NPV)?
	Best return rate (IRR above target)?

	A
	No
	No
	No
	No

	B
	No
	No
	No
	No

	C
	Yes
	Yes
	Yes
	Yes


Table 12a. Plain-Language Summary: Does Each Project Pass Each Test? Source: Author’s analysis, summarising Table 12.



[bookmark: _Toc237289135][bookmark: _Toc237289400]4.8 Capital Rationing: Best Combination Within a £100 Million Budget
If Marriott has £100 million to spend and each project costs £50 million, only two of the three can be chosen. Table 13 shows the three possible pairs.
	Combination
	Total Investment
	Combined NPV @ 8%

	A + B
	£100m
	−£12.6m

	A + C
	£100m
	−£5.7m

	B + C
	£100m
	−£5.2m


Table 13. Capital Rationing Combinations Within a £100 Million Budget. Source: Author’s calculations.
None of the pairings adds value overall since both A and B lose money individually. The least damaging pair is B + C, followed by A + C, with A + B the worst combination.
Ranking the projects by profitability index the standard way to rank when money is limited gives the order C, then B, then A. The best decision is to spend £50 million on Project C only and not spend the remaining £50 million on either A or B, since both would lose money; keeping that £50 million unspent, perhaps to support the liquidity improvements in Section 2, is the better outcome. If Marriott were required to spend the full £100 million for some other reason, B + C would be the least damaging way to do it.
It is important to state this clearly: declining to invest the full £100 million budget is a legitimate, value-maximising Board decision, not a failure to deploy capital. Capital rationing exists to allocate budgets to value-creating projects not to ensure full spend. Spending on a negative-NPV project destroys shareholder value regardless of available budget. The Board’s objective is to maximise value within the £100 m ceiling, which means investing £50 m in Project C and productively deploying the remaining £50 m, not forcing it into Projects A or B.


[bookmark: _Toc237289136][bookmark: _Toc237289401]5. Critical Reflection on AI Usage
A. Tool Disclosure
For the preparation of this report, I utilised Generative AI tools. DeepAI, in accordance with institutional policy. The permitted uses included research and data analysis, proofreading for grammar and syntax, and the creation of creative materials such as images. At all times, I followed the restrictions outlined in the AI use acknowledgement form: AI was not used for structuring the submission, drafting argument structure, writing substantive content, or generating code. The AI tool was primarily employed to assist with gathering publicly available financial data, supporting calculation accuracy, suggesting improvements for clarity and grammar, and generating visual materials where appropriate.
B. Critical Evaluation of AI Output
To ensure the reliability and accuracy of AI-generated outputs, I implemented a rigorous verification process. All financial interpretations and data obtained via AI-assisted research were cross-referenced against primary sources, such as Marriott International’s official 10-K filings, and reputable secondary databases (e.g., Macrotrends, Simply Wall St). Whenever discrepancies arose such as conflicting operating cash flow figures I defaulted to the most conservative or well-documented source. Additionally, any AI-assisted calculations (e.g., ratio analysis, investment appraisal figures) were independently recalculated using standard financial formulas and checked manually. Logical errors or “hallucinations” such as the AI producing plausible but incorrect financial interpretations were identified by comparing AI outputs with industry benchmarks and established academic literature. When a hallucination or error was detected (e.g., incorrect aggregation of cash flow periods), the affected section was revised based on verified data and methodological clarity.
C. Contribution Analysis
It is important to clearly distinguish between the contributions of AI tools and my own original work. AI was used exclusively for supporting research (e.g., collating financial statements, identifying relevant financial ratios), data analysis (e.g., calculation verification), and proofreading (e.g., syntax and grammar suggestions). All structuring, argument development, section headings, and substantive written content—including critical analysis, strategic synthesis, recommendations, and plain-language explanations were produced independently by myself. No text was generated by AI for inclusion in the report; all narrative and analytical sections reflect my own reasoning, judgement, and synthesis of evidence. Where AI suggested rephrasing for clarity, I reviewed and selectively adopted suggestions, ensuring the final text was my own.
C. Ethical & Professional Reflection
Using AI in financial roles raises complex ethical and professional questions. First, transparency is paramount: all AI involvement must be fully disclosed to stakeholders, auditors, and the Board, to maintain trust and accountability. In this report, I have documented all instances of AI use and ensured compliance with institutional policy. Second, data privacy is a significant concern; only publicly available information was used, and no confidential or proprietary data was input into AI systems. Financial professionals must be aware of the risk that sensitive data could inadvertently be exposed when using third-party AI tools and should establish clear boundaries to prevent such breaches.
Third, there is a real risk of over-reliance on AI, particularly in executive-level decision-making. AI can accelerate research and provide useful analytical support, but it lacks contextual judgement and accountability. As demonstrated in this report, AI-generated content must be critically reviewed and validated by a human expert relying solely on AI output could result in the propagation of errors or misinterpretations, potentially undermining the quality and integrity of financial decisions. The use of AI should therefore be seen as a support tool, not a substitute for professional judgement and responsibility. In future financial roles, this balance should be maintained: AI can enhance efficiency and accuracy, but ultimate accountability must remain with the human decision-maker.
In conclusion, AI was used in ways permitted by institutional policy, enhancing research, analysis, and clarity, but all critical reasoning, structure, and substantive writing were my own. Ethical conduct, transparency, and a disciplined approach to verification are essential when integrating AI into professional financial practice.

[bookmark: _Toc237289137][bookmark: _Toc237289402]Conclusion
This report has analysed Marriott’s financial performance over the five years to FY2025 and found a structurally resilient, cash-generative business whose balance sheet has nonetheless become progressively stretched: a current ratio falling every year, total debt up 54 % to $16.2 bn, and a $3.77 bn equity deficit. Targeted reforms a formal minimum-cash policy, accelerated receivables collection, moderated buybacks, and long-term debt discipline for future acquisitions address these pressures without abandoning the asset-light model. The investment appraisal produced a clear recommendation: Project C is the only value-creating option under all five methods; the Board should invest £50 m in Project C only, as neither Project A nor B clears the 8 % cost-of-capital hurdle.
This analysis is subject to limitations: it relies on public data only; the investment appraisal depends on the brief’s projections and carries estimation uncertainty; and a macroeconomic downturn, tighter Pillar Two enforcement, or a significant rise in interest rates could each affect the conclusions materially, as the 10 % sensitivity analysis in Section 4.4 illustrates.


[bookmark: _Toc237289138][bookmark: _Toc237289403]Reference:
Arnold, G. (2019) Corporate Financial Management. 6th edn. Harlow: Pearson.
Blal, I. and Bianchi, G. (2019) ‘The asset light model: A blind spot in hospitality research’, International Journal of Hospitality Management, 76, pp. 39–42.
Brealey, R.A., Myers, S.C. and Allen, F. (2022) Principles of Corporate Finance. 14th edn. New York: McGraw-Hill.
Brigham, E.F. and Ehrhardt, M.C. (2022) Financial Management: Theory & Practice. 16th edn. Boston, MA: Cengage Learning.
Bullfincher (2026) Marriott International Financial Statements 2021–2025. Available at: https://bullfincher.io/companies/marriott-international/financial-statements (Accessed: 01 August 2026).
CMS (2026) Brand Location and Transfer Pricing Issues for Hotel Groups. Available at: https://cms.law/en/gbr/legal-updates/brand-location-and-transfer-pricing-issues-for-hotel-groups (Accessed: 04 August 2026).
Davenport, T.H. and Kirby, J. (2016) ‘Just how smart are smart machines?’, MIT Sloan Management Review, 57(3), pp. 21–25.
Deloof, M. (2003) ‘Does working capital management affect profitability of Belgian firms?’, Journal of Business Finance & Accounting, 30(3–4), pp. 573–588.
Hilton Worldwide Holdings Inc. (2026) Form 10-K: Annual Report for the Fiscal Year Ended December 31, 2025. Washington, DC: U.S. Securities and Exchange Commission. Available at: https://www.sec.gov/cgi-bin/browse-edgar?action=getcompany&CIK=HLT&type=10-K (Accessed: 03 August 2026).
InterContinental Hotels Group (2026) Full Year Results for the Year to 31 December 2025. 17 February. Available at: https://www.ihgplc.com/en/news-and-media/news-releases/2026/full-year-results-for-the-year-to-31-dec-2025 (Accessed: 31 July 2026).
InterContinental Hotels Group (2026) Form 20-F: Annual Report and Form 20-F Information, Financial Year 2025. Washington, DC: U.S. Securities and Exchange Commission.
Kokina, J. and Davenport, T.H. (2017) ‘The emergence of artificial intelligence: How automation is changing auditing’, Journal of Emerging Technologies in Accounting, 14(1), pp. 115–122.
Macrotrends (2026) Marriott Net Income 2012–2026. Available at: https://www.macrotrends.net/stocks/charts/MAR/marriott/net-income (Accessed: 04 August 2026).
Macrotrends (2026) Marriott Revenue 2012–2026. Available at: https://www.macrotrends.net/stocks/charts/MAR/marriott/revenue (Accessed: 01 August 2026).
Macrotrends (2026) Marriott Long Term Debt 2012–2025. Available at: https://www.macrotrends.net/stocks/charts/MAR/marriott/long-term-debt (Accessed: 05 August 2026).
Macrotrends (2024) Marriott Current Ratio 2010–2024. Available at: https://www.macrotrends.net/stocks/charts/MAR/marriott/current-ratio (Accessed: 04 August 2026).
Marriott International (2024) Form 8-K: Fourth Quarter and Full Year 2023 Results. Washington, DC: U.S. Securities and Exchange Commission.
Marriott International (2025) Marriott International Announces Termination of Agreement with Sonder. 9 November. Available at: https://news.marriott.com/news/2025/11/09/marriott-international-announces-termination-of-agreement-with-sonder (Accessed: 05 August 2026).
Marriott International (2026a) Form 10-K: Annual Report for the Fiscal Year Ended December 31, 2025. Washington, DC: U.S. Securities and Exchange Commission.
Marriott International (2026b) Marriott International Reports Fourth Quarter and Full Year 2025 Results. 10 February. Available at: https://marriott.gcs-web.com/news-releases/news-release-details/marriott-international-reports-fourth-quarter-and-full-year-2025 (Accessed: 05 August 2026).
Myers, S.C. and Majluf, N.S. (1984) ‘Corporate financing and investment decisions when firms have information that investors do not have’, Journal of Financial Economics, 13(2), pp. 187–221.
Peterson, P.P. and Fabozzi, F.J. (2019) Capital Budgeting: Theory and Practice. 2nd edn. Hoboken, NJ: Wiley.
Simply Wall St (2026) Marriott International (MAR) Balance Sheet and Financial Health Metrics. Available at: https://simplywall.st/stocks/us/consumer-services/nasdaq-mar/marriott-international/health (Accessed: 03 August 2026).
Sohn, J., Tang, C.-H. and Jang, S. (2013) ‘Does the asset-light and fee-oriented strategy create value?’, International Journal of Hospitality Management, 32, pp. 270–277.
Wisesheets (2026) Hospitality Sector Current Ratio Data: Marriott, Hilton, IHG, Hyatt, Choice Hotels, Wyndham. Available at: https://www.wisesheets.io/current-ratio (Accessed: 02 August 2026).
Yahoo Finance (2026) Marriott International, Inc. (MAR) Cash Flow Statement. Available at: https://finance.yahoo.com/quote/MAR/cash-flow/ (Accessed: 01 August 2026).
Yahoo Finance (2026) Marriott International, Inc. (MAR) Income Statement. Available at: https://finance.yahoo.com/quote/MAR/financials/ (Accessed: 01 August 2026).












[bookmark: _Toc237289139][bookmark: _Toc237289404]Appendices
[bookmark: _Toc237289140][bookmark: _Toc237289405]Appendix A: Full Ratio Calculation Tables
The following table consolidates the ratio calculations presented across Section 1, for ease of reference.
	Ratio Category
	Ratio
	2021
	2022
	2023
	2024
	2025

	Profitability
	Operating margin
	13.8%
	16.7%
	16.3%
	15.0%
	15.8%

	Profitability
	Net margin
	7.9%
	11.3%
	13.0%
	9.5%
	9.9%

	Profitability
	ROA
	4.3%
	9.5%
	12.0%
	9.1%
	9.4%

	Liquidity
	Current ratio
	0.57
	0.45
	0.43
	0.42
	0.40

	Efficiency
	Asset turnover
	0.54x
	0.84x
	0.92x
	0.96x
	0.95x

	Gearing
	Total debt ($m)
	10,510
	11,434
	11,430
	14,447
	16,204

	Cash flow
	Operating cash flow ($m)
	1,274
	2,363
	2,749
	2,749
	3,212

	Cash flow
	Free cash flow ($m)
	942
	2,031
	1,999
	1,999
	2,608


Appendix Table A1. Consolidated Ratio Summary, 2021-2025.
[bookmark: _Toc237289141][bookmark: _Toc237289406]Appendix B: Summary Financial Statements
The following summary financial statements consolidate the underlying data used throughout Section 1 and Appendix A, condensed from Marriott International’s Form 10-K filings for FY2021-FY2025 (Marriott International, 2026; 2025; 2024). Figures are in $ millions unless stated otherwise.
[bookmark: _Toc237289142][bookmark: _Toc237289407]B1. Summary Income Statement
	($ millions)
	2021
	2022
	2023
	2024
	2025

	Total revenue
	13,857
	20,773
	23,713
	25,100
	26,186

	Operating income
	1,909
	3,474
	3,864
	3,767
	4,141

	Interest expense
	(420)
	(403)
	(565)
	(695)
	(809)

	Interest income
	28
	26
	30
	40
	42

	Equity in earnings/(losses)
	(24)
	18
	9
	8
	11

	Other gains/(losses), net
	(154)
	11
	40
	31
	9

	Income before income taxes
	1,339
	3,126
	3,378
	3,151
	3,394

	Provision for income taxes
	(240)
	(756)
	(295)
	(776)
	(793)

	Net income
	1,099
	2,358
	3,083
	2,375
	2,601


Appendix Table B1. Summary Income Statement, 2021-2025. Source: Marriott International Form 10-K filings, SEC EDGAR (Marriott International, 2026; 2025; 2024); author’s reconciliation of 2021 tax provision from disclosed components.
[bookmark: _Toc237289143][bookmark: _Toc237289408]B2. Summary Balance Sheet
	($ millions)
	2021
	2022
	2023
	2024
	2025

	Current assets
	3,630
	3,310
	3,310
	3,450
	3,270

	Total assets
	25,553
	24,815
	25,674
	26,182
	27,540

	Current liabilities
	6,410
	7,340
	7,760
	8,170
	8,175

	Total debt (current + long-term)
	10,510
	11,434
	11,430
	14,447
	16,204

	Total liabilities
	26,273
	24,247
	26,356
	29,174
	31,310

	Stockholders’ equity/(deficit)
	(720)
	568
	(682)
	(2,992)
	(3,770)


Appendix Table B2. Summary Balance Sheet, 2021-2025. Source: Marriott International Form 10-K filings, SEC EDGAR; Macrotrends (2026); Simply Wall St (2026).
[bookmark: _Toc237289144][bookmark: _Toc237289409]B3. Summary Cash Flow Statement
	($ millions)
	2021
	2022
	2023
	2024
	2025

	Net cash provided by operating activities
	1,274
	2,363
	2,749
	2,749
	3,212

	Capital expenditure
	(332)
	(332)
	(452)
	(750)
	(604)

	Free cash flow
	942
	2,031
	1,999
	1,999
	2,608


Appendix Table B3. Summary Cash Flow Statement, 2021-2025. Source: Marriott International Form 10-K filings, SEC EDGAR; Bullfincher (2026).
Note: these are condensed summary statements prepared for the purpose of supporting the ratio analysis in Section 1 and Appendix A. They are not a substitute for Marriott’s full audited consolidated financial statements, which include additional line items (such as depreciation and amortisation, reimbursed expenses, and detailed asset and liability categories) and are available in full within the Company’s Form 10-K filings via SEC EDGAR.



[bookmark: _Toc237289145][bookmark: _Toc237289410]Appendix C: Investment Appraisal Workings
Discount factors at 8% used in NPV/PI calculations:
	Year
	1
	2
	3
	4
	5

	Discount Factor @ 8%
	0.9259
	0.8573
	0.7938
	0.7350
	0.6806


Appendix Table C1. Discount Factors at 8%.
To find the value of each project’s cash today, every year’s inflow is multiplied by the matching discount factor above, and the results are added together. Table C2 shows this step by step.
	Project
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total Today's Value
	Minus £50m Cost
	NPV

	A
	£9.3m
	£10.3m
	£11.1m
	£7.4m
	£5.4m
	£43.5m
	−£50.0m
	−£6.5m

	B
	£10.2m
	£9.4m
	£8.7m
	£8.1m
	£7.5m
	£43.9m
	−£50.0m
	−£6.1m

	C
	£4.6m
	£8.6m
	£15.9m
	£18.4m
	£3.4m
	£50.9m
	−£50.0m
	+£0.9m


Appendix Table C2. Step-by-Step NPV Workings for Projects A, B and C.
ARR. Total cash inflows: £5m + £10m + £20m + £25m + £5m = £65m. Average annual cash inflow: £65m ÷ 5 = £13m. Average annual accounting profit: £13m − £10m depreciation = £3m. Average investment: £25m (as above). ARR = £3m ÷ £25m = 12%, by far the highest of the three.
NPV. Year 1 £5m × 0.93 = £4.6m; Year 2 £10m × 0.86 = £8.6m; Year 3 £20m × 0.79 = £15.9m; Year 4 £25m × 0.74 = £18.4m; Year 5 £5m × 0.68 = £3.4m. Adding these gives £50.9m. Subtracting the £50m cost gives an NPV of +£0.9m the only one of the three projects that is positive.
IRR for all three projects was found the same way: by testing different discount rates until each project’s NPV reached exactly zero, then checking the answer with a financial calculation tool. Project A’s cash flows only break even at a very low rate of 2.7%, Project B’s at 3.3%, and Project C’s at 8.6% the only one above Marriott’s 8% target, which is exactly why Project C is the only project that creates value at Marriott’s actual cost of capital.
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