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Jurys Inn Financial Statement Analysis
Financial statements are instruments that allow business owners to assess the financial situation of their firm for a specific period to analyse its performance throughout that period. Furthermore, an entrepreneur who does not have financial accounts will not know whether or not his firm is lucrative and successful or whether or not his company's expansion is due to a rise in loans rather than an increase in earnings. In other words, their development is not healthy. Consequently, financial statements enable shareholders and other internal and external users to make educated decisions and monitor whether or not they are reaching the intended goals. The emphasis of the study, on the other hand, is on the annual report submitted to the Securities and Exchange Commission SEC 10-K, which offers detailed information on the company's financial statistics in detail. The financial accounts will also be compared to those from the prior fiscal year to gauge the company's progress. Another critical factor to consider is the company's performance with its competitors in the industry since this provides a more comprehensive picture of its success in the industry sector (Gurbaxani & Debora, 2019). As a result, the financial statements of Jurys Inn (a hospitality company that manages a portfolio of hotels throughout the United Kingdom and Northern Ireland) for the fiscal years 2015 and 2016 will be examined, and the values calculated will be compared to those of other companies in the same industry.
Financial Ratios Calculation
Note Better: The following calculations are divided by 1000 to simply their computations
A. Liquidity Ratios
1. Current Ratio
CR= Current assets/ Current Liabilities
 Year 2019= 1839/ 855= 2.15
Year 2020= 2152/888= 2.42
2. Quick Ratios
QR= [Current Assets- Inventory] / Current Liabilities
Year 2019= [1839-700] / 855 = 1.33
Year 2020= [2152-750]/ 888 = 1.58
B. Profitability Ratios
1. Gross Profit Margin 
GPM= [Sales –Cost of goods sold] / Sales
Year 2019= [9000- 6900] / 9000 = 0.23
Year 2020= [9500 – 7650] / 9500= 0.19
2. Net Profit Margin = Net Income/ Sales
Year 2019= 623/ 9000 = 0.07
Year 2020 = 307/ 9500 = 0.03
3. Return on Total Assets 
= Net income/ Total Assets
Year 2019= 623 / 3539 = 0. 18
Year 2020= 307 / 3902 = 0.08
4. Return on Equity= Net income/ Owners Equity
Owners’ Equity = Assets- Liabilities
Year 2019= 623 / 2534 = 0.25
Year 2020= 307 / 2864 = 0.11
C. Gearing Ratios
1. Debts to Assets Ratio= Total Debts/ Total Assets
Year 2019= 1005/ 3539 = 0.28
 Year 2020= 1038/ 3902 = 0.27
2. Debt to Equity Ratio= Total debts/ Owner’s Equity
Year 2019= 1005/ 2534 = 0.40
Year 2020= 1038/ 2864 = 0.36
3. Time Interest Earned
= [Income before Taxes + Interest] / Interest charges
Year 2019= (623+10) / 10 = 63.3
Year 2020= (307+90 / 9 = 44.11
Ratio Analysis
A ratio analysis is a statistical comparison of financial statements that helps investors, creditors, and the company's management better understand the company's financial condition and performance (Mahotra & Malhotra 2008). It is necessary to calculate the financial ratios of Jurys Inn and compare them with the industry average to comprehend the financial status of the establishment.
Current Ratio
Using the current ratio, one may determine whether a company has the capacity to pay its current liabilities with its current assets (Herawatti & Fauzia, 2018). The optimal current ratio is two. Jurys Inn had a ratio of 2.15 in 2019 and 2.42 in 2020, compared to 2.15 in 2018. (The ideal ratio). It implies that the corporation has a solid ability to pay off its short-term debts from its current assets, which have improved over time.

Quick Ratio 
It assesses the company's capacity to pay off its present creditors with the money it has on hand in the form of short-term assets. Quick assets are computed by subtracting inventories from current assets in the financial statement. In 2019, the company's profitability ratio was 1.33, while in 2020 it was 1.58. When compared to the rest of the industry, it is much higher. The corporation’s ability to pay off its short-term debts indicates its financial strength. Compared to the previous year, Jurys Inn was in a stronger position to pay down its short-term commitments in 2020.
Gross Profit Margin 
It is a profitability ratio that compares the gross margin of a company with the net sales. It is a metric used to assess the profitability of a company's sales of inventories. If the company's inventory sales are less profitable than those of its competitors, its profitability will be poor in the following financial years. Jurys Inn's occupancy rate was 23 percent in 2019 and 19 percent in 2020, both of which were lower than the industry average of 25.00 percent for the same year.
Profit Margin (Net Profit Margin)
It is defined as net income expressed as a proportion of net sales. The Net Profit Margin is somewhat lower than the industry average of 10%, which is good. It shows that the company's profitability is poor compared to its competitors and that the situation is likely to worsen in 2020. According to the most recent available data, Jurys Inn's occupancy rate was 7 percent in 2019 and 3 percent in 2020.
Debt-to-income ratio (Debt to Assets)
It is referred to as the leverage ratio, and it represents the proportion of total assets financed by creditors rather than by investors (Friedman, 1985). It is usually preferable to have a smaller ratio. The Jurys Inn has a 2019 ratio of 0.28, higher than the 2020 ratio of 0.27. The average for the industry is often more than 0.45. According to this indicator, the firm has a low level of debt when compared to its industry, and the situation will improve in 2020.
Debt to Equity Ratios
It is referred to as a liquidity ratio, and it indicates the proportion of a company's funding that originates from creditors and investors, respectively. Jurys Inn's debt to equity ratio is 0.40 in 2019 and 0.36 in 2020, better than the industry's average of 1.20+. It is usually preferable to have a smaller ratio.
Times Interest Earned
It assesses the capacity of a company to meet its interest-bearing commitments on its debt obligations. It suggests that the company's capacity to pay interest charges has deteriorated over time. In 2019, the company's profitability ratio was 63.3, while in 2020, it was 44.11.
Return on Assets (ROA) 
In financial analysis, a profitability ratio examines the net income produced by total assets over a while by comparing net income to the average total assets. The return on assets drops, suggesting lesser usage of assets in producing net income. The corporation's percentage is 18%, and 8% in 2019 and 2020, accordingly.
Return on Equity (ROE) 
This ratio assesses the capacity of a corporation to make profits from its shareholder’s investments. Again, the performance of Jurys declines during the coming financial years. The ratio remained at 25% in 2019 and 11% in 2020


Importance of Understanding Financial Ratios in Hotel Management
Based on the company's financial and economic features that the financial ratio is being used to examine and evaluate, financial ratios are categorised (Barnes, 1987). According to Bhoraj and Lee, it is a comparative extension of selected numerical values from the enterprise's financial statements twice as large as the original numbers (2002). Economic or accounting experts often use the financial ratios to compare the SWOT analyses, which are the strengths, weaknesses, opportunities, and threats of different firms, to one another (Singh & Schmidgall, 2002). Most of the time, they enable financial experts to dissect a company's financial statements to assess its performance. As a result, accounting ratios may be used by executives inside a firm and by present and future stakeholders.
There are four types of financial ratios that may be used to analyse a firm's success, and they are as follows: solvency, liquidity, profitability, and efficiency (Horrigan, 1966). Solvency is a measure of a company's capacity to meet its obligations. Because they analyse an institution's obligations in proportion to its resources and neutrality, solvency ratios may be used to determine the financial stability of an organization. As previously said, when a firm has an excessive level of debt, it lacks the stability to regulate its cash flow. Generally speaking, liquidity ratios are a way of assessing the connection between current organizational resources and current liabilities (or assets and liabilities). The nature of the partnership demonstrates the company's ability to satisfy its short-term financial commitments (Whittaker & Marchington 2003). Revenue and foreign currency flow are determined by a company's ability to turn its sales dollars into revenue and foreign currency flow, expressed as a profitability ratio. According to the proficiency ratios, an organization's accounts revenues and receivable gross revenues from the cost of things sold to its inventory are divided into accounts revenues and receivable gross revenues, respectively. It is defined as the relationship between credit transactions and funds receivable, the amount of money due to a client who has not cleared a credit balance.
Limitations
There are several limitations to financial ratios that make it impossible to rely on the study results. When the inflation rates are either too high or too low, there is an excellent likelihood that the organization's balance sheet will be distorted. As a result, they must be evaluated with the economy's aggregate finances and the organization's formality, among other things. The fact that largest corporations have several detachments in separate groups makes it difficult to compile a meaningful collection of average industry ratios. 
Short-term lending institutions often make payday advances and instalment loans (Stegman, 2007). Unlike payday loans, which are repaid as soon as the debtor receives their pay check, instalment loans enable the borrower to spread payments over a defined length of time. As a result, short-term loan providers would prefer liquidity ratios. Sacco is an example of a short-term lending institution. Concerning the number of payments, long-term lenders contrast to short-term lenders. Instalment loans are often higher in size and are repaid over a more extended period than payday loans. It is customary to be repaid in instalments, which means that interest rates are calculated following the amount borrowed. Lenders are interested in the long run favour profitability and efficiency ratios, which they use to compare the amount of money owed to them with the amount they have sold out. Long-term lenders include financial institutions such as banks (Abdul, 2018). Using efficiency ratios, shareholders will assess the accounts revenue and receivable, gross revenue of the cost of things sold to the organization's inventory (Lambert, 2000). By using these ratios, shareholders will be able to determine the organization's profitability.
The following are some drawbacks of using ratio analysis:  The sole signs of financial difficulties are the ratios themselves. It does nothing to assist management in resolving the problem. Ratios may be compared when there is a direct link between two elements; otherwise, computed ratios are rendered meaningless. If one compares historical performance to industry norms and planned percentages, one will find that ratios are not very informative. Instead, it should be compared to a reference standard or a benchmark. There must be a comparison made between the same segments in the same sector in the same industry. Consider the following example. Comparing a three-star hotel with a five-star hotel does not result in relevant interpretations. The ratios are calculated per accounting regulations. When different firms use various accounting procedures, the ratios will be diverse. The calculation of single ratios does not assist the user in understanding the financial performance of the organization. The estimated ratios should be compared for each period rather than individually. The financial components are the only ones included in the ratio analysis. Other occurrences that do not directly influence the financial statements are not taken into consideration. Lawsuits, unrecorded contracts, and lines of credit are examples of such occurrences.
Similarly, the cost-to-income ratios are calculated using historical data. Lastly, the inflation rate is not considered in the ratio study. As a result, it may overestimate or underestimate the values for the current period. 
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