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[bookmark: _Toc95867961]Executive Summary


The goal of this financial statement is to provide the ratio of the company Jurys Inn and measure their performance over the last two years, 2019 and 2020. The report will include a discussion of Figure 1 as well as the ratios: profitability, liquidity, and gearing, which will decide if the company's years were productive. The importance of using ratios in the hospitality business will be highlighted throughout the report, as well as the benefits and limits of the ratios. The report will end with a conclusion based on the entire examination.
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The company Jurys Inn provide the big hospitality industry within the UK and Northern Ireland and owns a vast portfolio of hotels (Jurys, 2022).
The accounting information is important for every company to obtain the results from previous years and to evaluate the trends ratios in-depth profitability, liquidity, and gearing for the hospitality industry to determine issues and to assist the CEO in filling the gaps that are seriously lacking in running a profitable business.
This report also assists in the comparison between the two years indicated by 2019 and 2020 to determine which year was the most beneficial for the company and to provide this information to a possible investor to establish a positive connection with them, it will be used the financial statement sheet (CFA,2022).
Inside the hotel sector, the ratios and their changes are critical and can be compared to other related businesses.
The benefits and limits of utilizing ratios will be outlined in this report, which will assist in future decision-making for the tourism and hotel business.
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Investors are using the ratio analysis to assess the financial information of the Jurys Inn firm in terms of risk, profitability, safety, and effectiveness. Investors often use ratios to compare and analyse companies in this industry.
	Formula
	Ratio
	2019
	2020

	Gross Profit/sales x 100
	GROSS PROFIT
	5.050/5.500 x 100= 92%
	5.150/6000 x 100= 86%

	Net Profits of the year/ sales x 100
	NET PROFIT
	4.008/5500 x 100= 73%
	4.073/6000 x 100= 68%

	Net Profit of the year+ Loan interest/total assets less current liability x 100
	ROCE
	4.008+20/6.226 x 100= 65%
	4.073+18/6.274 x 100= 65%

	Sales/ total assets less current liability
	TOTAL ASSETS TURNOVER
	5.500/6.226= 0.88 days
	6000/6.274= 0.95 days

	Sales/Net profit assets
	WORKING CAPITAL TURNOVER
	5.500/1.726= 3.18
	6000/1.624= 3.69

	Current assets total/ current liabilities total
	CURRENT RATIO
	3.065/1.339= 2.28
	3.240/1.616= 2

	Current assets total- stock/current liabilities total
	QUICK RATIO
	3.065-1.450/1.339=1.20
	3.240-1.420/1.616= 1.12

	Debtors x 365 days of the year/sales
	DEBTOR DAYS
	1600x365/5.500= 106.18 days
	1800x365/6000= 109.5 days

	(Total current liabilities +bank loan) (total current assets +fixed assets) answers divided by one another
	DEBT DAYS
	(1.339+150=1.489)
(3.065+4.500=7.565)
1.489/7.565= 0.19
	(1.616 +145= 1.761)
(3.240+4.650=7.890)
1.761/7.890= 0.22

	Net profit of the year+ cash in hand/loan interest
	INTEREST COVER
	4.008+5/20= 200.65
	4.073+5/18= 226.55


Figure 1 (Jurys Inn Ratio)
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Trend analysis examines the company's financial data over the past two years in this case for years 2019 and 2020, the purpose is to determine and compare per cent change between periods by using ratios formula that helps to provide an insight into the company ''healthy''.  
Internally, financial ratios can be used by corporate management, current and prospective investors and creditors, interested in learning about the company's strengths and weaknesses, especially when they want to compare the company over a certain time or even with another business from the same sector of hospitality.
[bookmark: _Toc95867966]Profitability

The profitability ratios are used by the accounting to assess and evaluate the company's capacity to create income toward sales, balance sheet assets, costs, and investors' capital within a specific period. The purpose is to establish the business’s potential in using its assets to produce cash and positive trend for potential investors.
Often the firms are looking to have the best ratio since it implies that the company is performing well in terms of revenues, profitability. While examining the percentages, they are most convenient when compared to similar trades or past years. The following are some of the most often used financial measurements. (Bbc,2022). 
The margin ratio determines the following profitability measures that assist Jurys Inn in assessing their performance: Gross Profit Margin, Net Profit Margin, Return on Capital Employed (ROCE), Asset turnover, and Working Capital turnover. The next stage in determining the answers is to break down all of the ratios into formulae and determine the findings, which will aid in developing a clear picture of profitability.

Figure 2 Profitability ratio (designed by me)
Gross Profit margin formula: Gross Profit/sales x 100
The Gross Profit Margin explains the link between gross profit and sales revenue. This shows the money made by the business after reducing the costs of making its goods. In 2020, Jury Inn shows a declining trend in comparison to 2019, when it was 92 percent, now dropped by 6% with the score of 86 percent, indicating that it has a low profit margin, which can be caused by poor buying practises, limited selling prices, low sales, severe market competition, or unsuccessful sales promotion methods.
Net Profit Margin formula: Net Profits of the year/ sales x 100
The Net profit margin divides the company's total sales by its net income. It depicts its profitability after all costs, such as interest and taxes, have been deducted. The net profit margin is useful as a measure of financial performance since it considers all factors. 
In our case at Jurys Inn, the net profit margin is decreased from 73% in 2019 to 68% in 2020, which means the hotel in 2020 shows that it wasn't that profitable in comparison with 2019 when the percentage was higher in income. 
Return on Capital Employed (ROCE) is a financial metric used to assess the company's outstanding financial performance. As a result, this ratio is used to determine the efficiently that the company has in earning profits from its assets when they are invested. ROCE ratio can be used as one of the profitability ratios when need to be evaluated the business regarding the investment, investors.
The formula used for Return on Capital Employed: Net Profit of the year+ Loan interest/total assets less current liability x 100
At Jurys Inn can be seen that the ROCE ratios for the two years analysed the results are the same 65% which means the hotel has a positive trend that allows them to use their capital to produce profits.
 Asset turnover and Working Capital turnover after analyses of the results for 2020 represents an increase since 2019 where the asset turnover was 0.88 days and in 2020 increased by 0,07 days. Working capital turnover in 2019 was 3.18 and can be seen from the evaluation that in 2020 has increased by 0.51.  That means the higher ratio indicates that Jurys Inn is not effectively utilising its assets to create maximum income.
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We start by looking at a company's liquidity ratios. These ratios are concerned with the company's capacity to manage its day-to-day operations.
The current ratio of a corporation allows us to quickly assess the company's current assets and liabilities. They should be at parity with each other. Then we look at a tighter ratio that removes the cash position of the company and provides us with a more precise picture of its cash situation. Liquidity can be seen in the current ratio and quick ratio (Bragg, 2022).

Figure 3 Liquidity ratio (designed by me)
The current ratio allows Jurys Inn management to have an idea if they can pay off the debts in the next 1 year from the current assets that are provided from cash, its deposit or even collection.
The formula used for the current ratio is: Current assets total/ current liabilities total
Jurys Inn presents for 2019 the current assets of 3065 and current liabilities 1339 which means is 2.28:1 and the company can meet the obligation to cover its liabilities, same is for the year 2020 where its current ratio is 2:1.
Quick ratio for Jurys Inn hotel has been calculated using the formula: Current assets total- stock/current liabilities total
And the findings are that for both years the quick ratio is almost the same, in this case for 2019 is 1.20:1, and for 2020 is 1.12: 1 this indicates that the company is in a bad position to of pay off current liabilities with assets that can be transformed into cash in 3 months.



[bookmark: _Toc95867968]Gearing

Accounting information can benefit from these ratios. Their estimates assist to clarify the source of an industry's running funds, giving them the vision of the establishment's dependability and capacity to remain during of an economic uncertainty (Aibni, 2022).

Figure 4 Gearing ratio (designed by me)

The debt ratio has amplified in 2020 by 0.03% in comparison with 2019 when was 0.19 that means that the company present a good ratio last year and regarding the interest cover ratio has improved too in 2020 by 25.9% this result is good to be presented to the shareholder to see that the company can cover their debts. 
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The hospitality industry is diverse, thus developing a set of financial indicators that can be used to assess firms across the whole industry, regarding of their processes, becomes critical. The hotel industry's physical assets are fixed, a highly particular set of ratios is necessary to accurately analyse the industry's success based on the performance of individual enterprises (Tsai, 2010).
The financial results are used to assist a company entity in evaluating the ﬁnancial outcomes of profit-oriented activities during a certain financial statement (Azar,2017).
Since the hotel industry is so diversified, it's necessary to build a set of financial indicators that are used to evaluate companies throughout the board, regardless of their activities. Because the tangible assets of the hotel sector are fixed, a very particular set of ratios is necessary to completely assess the industry's success based on individual profitability. 
Financial statements are the core of the business because they allow it to examine its economic condition and provide accurate information about its performance to its stockholders, allowing them to make better investment decisions. Another key reason is that they can be used to evaluate trends, strategic plans, and efficiency (Písař,2019).
The fluctuations are essential in the hospitality industry because can be evaluated different years of business activities and can be demonstrated the fluctuations that are over time. 
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The major necessity of using the ratio in this situation is to start focusing on leverages that will attempt to give the firm the idea about how sensitive is the profitability linked to fixed expenses deployment also the obligation remaining as long as Jurys Inn is running the business (Corporate, 2022). 
The company's liquidity decides whether or not it can meet its short-term debts. The debts need to be paid in less than 12 months or the operational cycle. For instance, unpaid salaries, creditors, taxes, are few examples. The company's liquidity is determined by using the current and quick ratio.
Limitations of the ratio analysis are represented by the ratios that are calculated based on previous outcomes. The previous isn't a strong predictor of what will happen in the future. Ratios derived from previous data are used to forecast and anticipate potential outcomes. These ratios might give an idea of how well a company has done in the past. However, future predictions may be inaccurate due to a variety of other factors such as management strategies, market trends. It is preferable to utilise more than one ratio to analyse business performance, but not too many at the same time because this might generate confusion in the process of obtaining precise information about the financial condition (Accounting, 2022).
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To conclude this financial statement analysis can be observed that Jurys Inn has a wide and also manage portfolio of hotels within the UK. The hospitality industry is a competitive sector that is always required to provide the best version of a company.
Profitability, liquidity and gearing are the ratios that have been calculated through this financial report to provide information about the past two years and to build up an idea about its performance and any concerns. 
For the year 2020, the values of Jurys Inn are dropped. Since 2019, when the quick ratio was 1,20, the company has either employed in capital assets or chosen to take on too much in short-term loans. The current ratio has reduced by 0.28 overtime, but it is still greater than 2:1, indicating that the company is strong. The advice for Jurys Inn is that they will need to use the ratios to evaluate the financial statements and track their performance every year to have a successful business and a good reputation among investors.
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Profitability Ratio

2019	Gross Profit	Net profit	Roce	Total assets turnover	92	73	65	0.88	2020	Gross Profit	Net profit	Roce	Total assets turnover	86	68	65	0.95	




Liquidity ratio

2019	Current Ratio	Quick Ratio	2.2799999999999998	1.2	2020	Current Ratio	Quick Ratio	2	1.1200000000000001	



Gearing ratio

2019	Debt days	Interess Cover	0.19	200.65	2020	Debt days	Interess Cover	0.22	226.55	
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