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[bookmark: _Toc234455321][bookmark: _Toc235009381]1. Introduction
The following report has been written from the viewpoint of the newly appointed Chief Financial Officer (CFO) of Hilton Worldwide Holdings Inc. (“Hilton” or “the Company”), the market leader in publicly listed, asset-light global hospitality company headquartered in McLean, Virginia, listed on the New York Stock Exchange (NYSE: HLT). The Company owns, operates, franchises, leases hotels and resorts in over 130 countries and territories across 24 brands, and reported total revenues of $12,039 million and net income of $1,461 million for the budget year ending 31 December 2025 (Hilton Worldwide Holdings Inc., 2026).
The Directors have asked for an analysis of the financial performance of the Company in the last five budget years (FY2021-FY2025), working capital management evaluation, financial restructuring strategy, and a thorough appraisal of three potential capital investments projects. All the financial data used below has been extracted from Hilton’s audited Consolidated Financial Statements found in the Company’s Annual Report to Shareholders and Form 10-K filing with the US Securities and Exchange Commission (Hilton Worldwide Holdings Inc., 2023; 2025; 2026), in addition to an original Excel model with all ratios and working capital and investment appraisals calculated using live formulas (Appendices A-D).
The report is organized into five parts. Part 2 conducts a Financial Health Check by comparing measures of profitability, liquidity, efficiency, gearing, investment and cash flow ratios with that of competitors. Part 3 examines the cash operating cycle and working capital management. Part 4 suggests a Strategic Financial Restructuring Plan which includes international and ethical dimensions. Part 5 uses payback period (PBP), accounting rate of return (ARR), net present value (NPV), profitability index (PI) and internal rate of return (IRR) methods for evaluating three exclusive investment alternatives and capital rationing problem. Part 6 concludes the report with a summary of turnaround plan.
[bookmark: _Toc235009382]2. Financial Health Check
Table 1 shows the main income statement and balance sheet items derived from the Consolidated Financial Statements of Hilton for FY2021–FY2025 (Hilton Worldwide Holdings Inc., 2023; 2025; 2026). Income rose from $5,788 million in FY2021 (when recovery from pandemic effects ended) to $12,039 million in FY2025, representing a compound annual growth rate of about 20%. This reflects the post-COVID improvement in the revenue per available room (RevPAR) around the globe, and ongoing net unit growth of more than 6% annually for Hilton (Hilton Worldwide Holdings Inc., 2026). The same recovery trend can be observed within the wider context of hospitality sector data – Coutinho dos Santos, Magano and Mota (2023) and Aharon et al. (2021) found that the hotel sector was severely disrupted in terms of cash flows and assets valuation in 2020-2021 due to COVID-19 and recovered since 2022 due to growing demand.
Table 1. Hilton Worldwide Holdings Inc. – Summary Income Statement and Balance Sheet, FY2021–FY2025 ($m).
	($m)
	2021
	2022
	2023
	2024
	2025

	Total revenue
	5,788
	8,773
	10,235
	11,174
	12,039

	Gross profit
	1,655
	2,698
	2,930
	3,063
	3,395

	EBIT (operating income)
	1,010
	2,094
	2,225
	2,370
	2,693

	Net income
	407
	1,257
	1,151
	1,539
	1,461

	Total assets
	15,441
	15,512
	15,401
	16,522
	16,774

	Total equity (deficit)
	(819)
	(1,098)
	(2,347)
	(3,689)
	(5,346)


[bookmark: _Toc234455323][bookmark: _Toc235009383]2.1 Profitability
Profitability has significantly increased over time. Gross profit margin remained relatively stable at 27%-31%, whereas EBIT (operating) margin was increased from 17.4% in FY2021 to 22.4% in FY2025, and EBITDA margin was increased from 21.3% to 24.3% (author’s Excel model, Appendix A). On the other hand, net profit margin, which is characterized by greater volatility due to growth in net interest expense, changed from 7.0% (FY2021) to the maximum of 14.3% (FY2022) and settled at 12.1% in FY2025. Return on Capital Employed (ROCE) calculated as EBIT/(total assets - current liabilities) has steadily increased from 8.1% to 22.0%, showing that Hilton creates growing operating returns on its capital employed, which is logical for company with low capital intensity, fee-based management and franchise model where the majority of income comes from fees rather than real estate (Hilton Worldwide Holdings Inc., 2026).
[bookmark: _Toc234455324]ROE is, on the other hand, negative for the whole period (–49.7% in FY2021, –114.5% in FY2022, and –27.3% in FY2025). However, it should be noted that this measure does not indicate inefficiency in operations; instead, it is a mathematical result due to the fact that the total shareholders’ equity at Hilton is negative each year of the review period (from –$819m in FY2021 to –$5,346m in FY2025), resulting from the sum of share repurchases made possible by cash flow from operations and borrowing (Hilton Worldwide Holdings Inc., 2026). It means that the ROE is not an economic measure for Hilton in the existing capital structure, and the ROCE and ROA (increasing from 2.6% to 8.7%) are more relevant ones (Atrill, 2020).
[bookmark: _Toc235009384]2.2 Liquidity
The current ratio of Hilton decreased consistently from 0.95x in FY2021 to 0.66x in FY2025, while the quick (acid-test) ratio, being essentially the same as the current ratio due to the Company lacking any material amount of inventory, decreased from 0.83x to 0.58x during the same period (author’s Excel model, Appendix A). The net working capital balance has remained negative, becoming even more so from –$148m (FY2021) to –$1,512m
Table 2. Liquidity Ratios vs Peer/Industry Benchmark, FY2021–FY2025.
	Ratio
	2021
	2022
	2023
	2024
	2025

	Hilton current ratio
	0.95x
	0.85x
	0.70x
	0.70x
	0.66x

	Peer benchmark (avg.)*
	0.72x
	0.68x
	0.75x
	0.85x
	0.70x

	Variance vs benchmark
	+0.23x
	+0.17x
	–0.05x
	–0.15x
	–0.04x


[bookmark: _Toc234455325]* The peer benchmark is an indicative mean based on the current ratio range of Marriott International (range between 0.42x-0.98x over fiscal years 2021-2025; Guru Focus, 2025; Wise sheets, 2025) and the reported current ratios of approximately 0.85x and 0.79x for IHG and Hyatt (Wise sheets, 2025). Using this benchmark, Hilton surpassed the peer benchmark over FY2021-FY2022 but now lags behind it in FY2023-FY2025. Although sub-1.0x current ratios are structurally typical in the major branded hotel companies due to efficient conversion of working capital (they receive franchise fees in advance and have no inventory; Chambers & Cifter, 2022), Hilton's sub-peer performance of current ratio coupled with the drop of its cash ratio from 0.47x to 0.20x requires management attention and will be considered in detail in Section 3.
[bookmark: _Toc235009385]2.3 Efficiency
[bookmark: _Toc234455326]Total asset turnover almost doubled, from 0.37 times (Fiscal Year 2021) to 0.72 times (Fiscal Year 2025). This is attributed to recovery of sales and asset base that is stable as is common for an asset-light franchisor. Days sales were outstanding and decreased from 67.3 days to 51.2 days. On the other hand, days purchases outstanding decreased from 138.5 days to 98.6 days (author’s Excel model, Appendix A). Both are positive developments in their own ways since days sales outstanding will speed up the conversion of receivables to cash, while days purchases outstanding indicate that Hilton is still benefiting from supplier financing of its working capital needs.
[bookmark: _Toc235009386]2.4 Gearing (Capital Structure)
[bookmark: _Toc234455327]The total level of debt increased from $8,766m (FY2021) to $12,363m (FY2025). Traditional leverage indicators like the debt/equity ratio cannot be economically meaningful because the shareholders’ equity figure is negative (-10.7x in FY2021 to -2.3x in FY2025 – it merely reflects decreasing negative denominator and not de-leveraging). The more meaningful measure in this case is debt/EBITDA, which was consistently within a rather tight range of 3.8x-4.3x since FY2022 (7.1x for FY2021, which was a year of recovery after pandemic-induced disruption). Interest coverage (earnings before interest and taxes divided by net interest expense) has been above 4.0x in all years except for FY2021 (only 2.2x), hitting 4.3x for FY20
[bookmark: _Toc235009387]2.5 Investment (Shareholder) Ratios
[bookmark: _Toc234455328]The diluted EPS rose from $1.45 in FY2021 to $6.14 in FY2025, significantly outperforming net income performance due to a lower diluted weighted average number of shares outstanding, which was reduced from 281 million to 238 million shares because of ongoing share buybacks (author’s Excel model, Appendix A). Hilton did not pay any dividends in FY2021 and maintains the policy of paying a small fraction of its net income in dividends (around 9.7%-13.7%) since then, with the coverage ratio being 7.3x-10.3x.
[bookmark: _Toc235009388]2.6 Cash Flow Ratios
[bookmark: _Toc234455329]The operating cash flow margin moved back up from 1.9%, a level hit during the depressed levels of the pandemic in FY2021, to a steady 17.7-19.2% range for FY2022-FY2025, while the free cash flow margin also made its way back in the same manner to reach 16.1% in FY2025. The cash flow to current liabilities figure rose from 3.6% to 47.2%. The cash flow ratios are certainly the most promising ratios in the set, as even when taking into account the apparently bad liquidity situation, as suggested by the current ratio, Hilton is making a considerable amount of free cash flow - more than $1.9 billion annually over the past three years - enough to cover debt service, capital expenditures (which stay relatively low at under $300 million annually) and dividends (Hilton Worldwide Holdings Inc., 2026).
[bookmark: _Toc235009389]2.7 Summary: Trends, Strengths and Threats
[bookmark: _Toc234455330]Three observations can be made regarding the state of Hilton’s finances. First, the company demonstrates high profitability and cash generation driven by its asset-light, fee-based business model resulting in high margins for the small amount of capital invested (Watson, Head and Chan, 2023). Second, the liquidity of the balance sheet is low and declining while the equity is negative which results from the deliberate buyback of the shares with funds generated from borrowings and cash flows rather than poor trading results, and therefore represents an appearance-related governance and covenant headroom risk that is actively tracked by rating agencies and financiers even if the operating cash flow covers the borrowed money comfortably. Third, the leverage (Debt/EBITDA) is steady at 3.8x–4.3x and has sufficient interest coverage, although there is the increase in short-term/current debt maturities (see Section 3).
[bookmark: _Toc235009390]3. Working Capital Management Analysis
[bookmark: _Toc234455331]This portion will analyze Hilton’s cash operating cycle and working capital strategy and provide reform recommendations that can increase its liquidity without sacrificing the efficiency of its asset-light approach. 
[bookmark: _Toc235009391]3.1 The Cash Operating Cycle
Since it is a hotel company with a focus on management and franchise services, Hilton does not carry any substantial inventory, and its cash operating cycle is defined largely by receivables and payables (Chambers and Cifter, 2022). Table 3 below presents its components for FY2021-FY2025.
	Component
	2021
	2022
	2023
	2024
	2025

	Inventory days
	0
	0
	0
	0
	0

	Receivables collection period
	67.3
	55.2
	53
	51.7
	51.2

	Payables payment period
	138.5
	107.5
	98.9
	95.6
	98.6

	Cash operating cycle
	–71.1
	–52.3
	–45.9
	–43.9
	–47.4



Table 4. Cash Operating Cycle Components, FY2021–FY2025 (days). 
[bookmark: _Toc234455332]Throughout the review period, Hilton’s cash operating cycle has remained negative, implying that the Company receives money from franchisees and Hilton Honors partners, on average, in excess of six weeks prior to paying off its payables. Being structurally favorable, a negative cash conversion cycle implies that business operations are being funded through trade suppliers and creditors instead of working capital belonging to the Company itself, which is in line with the results found in the existing literature in the hospitality industry indicating inverse relationship between working-capital intensity and firm performance for large, brand-scale hotel firms (Chambers and Cifter, 2022). At the same time, the ongoing trend of shrinking negative cycle (from –71.1 days in FY2021 to –47.4 days in FY2025) along with the decreasing current and quick ratios noted in Section 2.2 suggests that the structurally favorable cushion is shrinking, which means it cannot be taken as a guarantee that it will automatically continue improving as receivable collection period gets shorter (favorable development) and payables period has also shortened (less favorable development).
[bookmark: _Toc235009392]3.2 Recommended Working Capital Reforms
[bookmark: _Toc234455333]Three recommendations will safeguard headroom in liquidity without endangering Hilton’s capital-light business model. First, the company needs to formalize its receivables policy by tightening collection procedures among franchisees and managed-property owners using automated electronic invoicing and reduced credit periods among new franchise contracts; a significant improvement is being recorded in this area as it has changed from 67.3 days to 51.2 days; it is evident from the Atrill (2020) that even minor improvements in the reduction of receivable days can have a great impact on the company’s free cash flow given the size of its revenues. Second, since there has been an almost 40-day decline in the payables period since FY2021 (which has made it lose some of its benefit in the form of financing), the Company could look at some form of selectivity in supply chain finance or dynamic discounting with large corporate suppliers (procurement, technology, and marketing companies). Third, and most importantly because of the current ratio which has fallen under the peer benchmark in FY2023 (Section 2.2), Hilton needs to keep a larger but undrawn revolving credit facility headroom.
[bookmark: _Toc235009393]3.3 Short-Term vs Long-Term Financing
[bookmark: _Toc234455334]The firm’s current maturities of its long-term debt have spiked from $39m in FY2023 to $535m in FY2024 (Excel model in Appendix A, produced by the author), falling back in FY2025 as this tranche was refinanced. Such a jump demonstrates the danger of refinancing-timing risk, as if a large maturity of a debt happens at a time of unfavorable credit market conditions, costs of financing in the short term will increase. The well-known choice between short-term and long-term financing perfectly describes the situation at hand – the former is usually cheaper, but with rollover risk; the latter is more costly but helps to smooth out repayment obligations (Atrill, 2020). In light of the already existing negative equity position of the company, the CFO suggests laddering the issue of future debts on a broad spectrum of maturities (without concentrating more than 10-15% of the total debt in any one year) and financing the refinancing needs 12-18 months prior to the maturity date of the debt, which fits well into the treasury policy of the cash-generating but negatively geared firms (in terms of equity) (Watson, Head and Chan, 2023).
[bookmark: _Toc235009394]4. Strategic Financial Restructuring Plan
[bookmark: _Toc234455335]The fundamental financial issue at Hilton is not weak operations, but the capital structure that has negative equity consistently because of aggressive share buyback schemes using debt and cash flow ($3.2 billion just in fiscal year 2025), along with increasing total debt (Hilton Worldwide Holdings Inc., 2026). It should be stressed that it is a capital allocation strategy for the company, however, it leaves limited room to absorb an eventual demand shock like the one in 2020 (Coutinho dos Santos, Magano and Mota, 2023). The following restructuring proposal offers three alternative solutions.
[bookmark: _Toc235009395]4.1 Continued Asset-Light Divestiture of Owned Real Estate
Hilton is currently following the management and franchise ("asset-light") business model, owning only 46 hotels (15,287 rooms) through its ownership segment at FY2025, representing a small percentage of its entire hotel chain of 8,700 hotels (Hilton Worldwide Holdings Inc., 2026). The CFO advises that Hilton continue to sell off or contribute its remaining owned-hotel chain to hotel REITs or private equity investors on long-term management or franchise agreements, building upon the experience of its own 2017 spin-off of Park Hotels & Resorts. This is in line with general observations regarding the efficiency benefits associated with hotel business divestitures and the conversion of owned facilities into management contracts (Zhang et al., 2020). As the owned segment is the segment that has the highest exposure to fixed costs and cyclicality within Hilton’s portfolio, divestiture of the same will help to lower the fluctuations of the ROCE and generate money that can be used to pay down debt or to continue rewarding the shareholders, whereas changing ownership structure (through a merger or acquisition) should not be considered due to the following reasons: According to event studies, shareholders of the acquiring firm realize gains in mergers in the hospitality industry only when there are tangible synergies involved (Kim, 2023).
[bookmark: _Toc234455336][bookmark: _Toc235009396]4.2 Recalibrating the Pace of Share Buybacks
Although share repurchases have resulted in impressive EPS growth (Section 2.5), the CFO suggests that the rate at which these shares have been purchased be slowed from its current level (estimated at $3.0 billion to $3.2 billion a year) in order to channel a relatively small portion of the company’s free cash flow (around 10%–15% of the current spend on buybacks) toward paying down the net debt or lengthening the average maturity structure discussed in Section 3.3. It will not solve the negative equity problem in the short run but will help slow its progression while maintaining Debt/EBITDA ratio between 3.8x–4.3x, even with slower growth in EBITDA and will add a layer of financial flexibility before any future demand shock comes.
[bookmark: _Toc234455337][bookmark: _Toc235009397]4.3 Equity Injection: Not Recommended at Present
An equity injection through rights issue or share placement, which is the traditional approach to restoring positive book equity, is discouraged. Hilton has negative equity alongside substantial free cash flow generation and satisfactory interest cover (4.3x in FY2025); raising money through equity would probably destroy shareholder value compared to its cost of capital, and would go against the apparent preference of the market for Hilton’s capital allocation (seen through its market capitalization exceeding $61.5 billion by mid-2025; Hilton Worldwide Holdings Inc., 2026). An equity injection should be an alternative strategy reserved for situations where interest cover falls consistently below 3.0x, or in case of a systemic crisis (like 2020).
[bookmark: _Toc234455338][bookmark: _Toc235009398]4.4 Impact on Shareholder Value, Debt Structure and Operational Flexibility
As the overall impact of asset-light divestiture and moderate pace of buybacks is, it helps maintain EPS growth and shareholders’ returns (despite lower, but still significant buybacks), as well as improves capacity to service debt and decrease the volatility of earnings. It provides operational flexibility, as the money that used to be invested into own real estate and was used solely for buybacks before, now can be used to finance capital expenditures that were evaluated in Section 5 or unexpected demand changes.
[bookmark: _Toc234455339][bookmark: _Toc235009399]4.5 International and Ethical Considerations
[bookmark: _Toc234455340]As an international firm operating in more than 130 countries, Hilton faces significant foreign exchange translation and transaction risk and different corporate tax structures; cross-border restructuring operations like additional real estate dispositions through foreign subsidiaries need to be done in a way that is compliant with OECD principles on transfer pricing as well as the growing interest by tax agencies on repatriation of profits (Kollruss, 2023). Foreign currency risks need to be managed using natural hedging (offsetting foreign currency income and expenses) and financial hedges on significant transactions, following best international financial management practices (Atrill, 2020). Regarding inflation, Hilton’s fee structure offers some natural hedges as franchise and management fees are normally based on a percentage of hotel income and hence automatically increase with inflation on hotel income, except for the fact that rising wage, costs for insurance and utility continue to put pressure on the margins of owned hotels across the industry (HVS, 2025).
From the standpoint of CSR/ESG, the “Travel with Purpose” approach of Hilton and its position as an employer of around 182,000 employees come with certain obligations that need to be taken into consideration as part of any restructuring (Hilton Worldwide Holdings Inc., 2026). Selling of owned properties to third parties like REITs and private equity investors needs to go hand-in-hand with proper contracts securing the rights of employees and communities and improving CSR quality through the process, as high-quality CSR communication is correlated with stakeholders’ trust and company performance (Koseoglu et al., 2021). The proposed restructuring strategy needs to be justified to the Board and to investors not just in terms of its financial profitability, but also as an ethically sound approach that is scalable globally, following the Board’s directives.
5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc234455341]Projects A, B, and C have been suggested by the Board as three alternative investment opportunities each requiring an initial investment of £50m, a five-year forecast period, straight-line depreciation to zero (£10m per year), and an 8% discount rate. Cash flows from Projects A, B, and C are as follows respectively: Project A – £10m, £12m, £14m, £10m, £8m (Years 1-5); Project B – £11m per year for five years; Project C – £5m, £10m, £20m, £25m, £5m (Years 1-5). The appraisal procedures described below have been computed using live Excel formulas in the attached financial model (Appendix D).
[bookmark: _Toc235009400]5.1 Appraisal Methodology
[bookmark: _Toc234455342]There are five methods used, based on the theories for capital budgeting (Siziba and Hall, 2021; Sureka et al., 2022). Payback Period (PBP) is the period of time needed to recoup the initial cost of £50m through undiscounted cash flows, computed in this case to two decimal points using linear interpolation. Accounting Rate of Return (ARR) expresses the ratio of annual average accounting profit (i.e. cash flow minus straight line depreciation) to the initial investment and average investment. Net Present Value (NPV) discounts all cash flows at the 8% hurdle rate after deducting the initial investment, and a positive NPV suggests that the project will create value for shareholders (Watson, Head and Chan, 2023). The Profitability Index (PI) expresses the present value of future cash flows for each £1 of initial investment and is the proper criteria in ranking when applying single period capital rationing (Sureka et al., 2022). Internal Rate of Return (IRR) is the discount rate where NPV is zero, and projects are accepted when IRR is greater than the 8% hurdle rate.
[bookmark: _Toc235009401]5.2 Results
Table 5. Investment Appraisal Summary – Projects A, B and C (£m, 8% discount rate).
	Criterion
	Project A
	Project B
	Project C

	Payback Period (undiscounted)
	4.50 yrs
	4.55 yrs
	3.60 yrs

	ARR on initial investment
	1.6%
	2.0%
	6.0%

	ARR on average investment
	3.2%
	4.0%
	12.0%

	NPV @ 8%
	–£6.54m
	–£6.08m
	+£0.86m

	Profitability Index
	0.87x
	0.88x
	1.02x

	IRR
	2.72%
	3.26%
	8.59%


[bookmark: _Toc234455343][bookmark: _Toc235009402]5.3 Recommendation and Justification
Project C is recommended without any reservations. It is the only project with a positive NPV (£0.86m compared to negative £6.54m and £6.08m of projects A and B, respectively), the only project with an IRR of 8.59%, which is greater than the 8% hurdle rate, the shortest payback period (3.60 years compared to 4.50–4.55 years), and the highest Profitability Index and ARR on all bases. Projects A and B create no value for the company when discounted at 8% but generate positive undiscounted cash flows due to their overly aggressive or flat cash flows. This serves as a good example of why NPV and IRR, which factor in the time value of money, are considered by the academic literature better than PBP and ARR as decision criteria despite the latter's widespread use due to their simplicity and screening capability (Siziba and Hall, 2021).
The reason behind such a suggestion is supported by the financial status of the company. The free cash flow has been above $1.9 billion for each of the past three financial years (Section 2.6). Therefore, spending up to £50m (about $63m) on any project is insignificant in comparison to the company’s ability to fund itself and does not need any additional external financing. But given the reduction in the current ratio along with negative working capital shown in Section 2.2, the CFO focuses on being disciplined in capital utilization. The quick payback period and positive NPV of Project C minimize the danger of investing money in a project that fails to return its cost during the appraisal period.
[bookmark: _Toc234455344]Nevertheless, the non-financial risks are in support of Project C too, with certain reservations. Cash flows of Project C are heavily weighted towards Years 3-4 (£20m & £25m) that implies a higher risk associated with the political and macro-economic situation on a longer term perspective, such as demand shocks caused by the COVID-19 pandemic (Coutinho dos Santos, Magano and Mota, 2023) or political and regulatory uncertainty regarding certain international markets (Kollruss, 2023). Such risk must be managed via scenario planning and, in the event of a tangible asset involved in the project, geographic or market diversification of the real assets being financed. In terms of customers’ loyalty, the 243 million-strong Hilton Honors programme of Hilton Worldwide Holdings Inc. (2026) gives a certain level of demand resilience needed to justify the ramp-up strategy suggested by Project C’s cash flow structure (low cash flow in Year 1 growing to maximum in Year 4) because loyalty programme clients will be more willing to book hotels in a phased manner of opening (or ramp-up process).
[bookmark: _Toc235009403]5.4 Capital Rationing: Combination of Projects within a £100m Budget
When there is rationing of capital – in this case, a maximum of £100m, enough to invest in only two out of the three £50m projects – the proper ranking method for projects of equal size should be the Profitability Index as it allows us to identify the optimal set of projects based on maximum NPV per unit of limited capital (Sureka et al., 2022; Watson, Head and Chan, 2023).
Ranking by PI: Project C (1.02x, rank 1), Project B (0.88x, rank 2), Project A (0.87x, rank 3).
Table 6. Capital Rationing Decision – £100m Budget.
	Project
	Investment
	NPV -8%
	PI
	PI Rank

	Project A
	£50m
	–£6.54m
	0.87x
	3

	Project B
	£50m
	–£6.08m
	0.88x
	2

	Project C
	£50m
	+£0.86m
	1.02x
	1


[bookmark: _Toc234455345]PI ranking in its straightforward form will result in selection of Projects C and B, using up the whole £100m budget. This would lead to a negative sum of NPV, equal to –£5.22m (+£0.86m from Project C minus £6.08m from Project B) – which is not an efficient solution, since even though Project B is second in PI ranking among all projects, it is still value-destructive on its own. This aspect is a valuable caveat to the process of capital rationing in general: PI ranking allows finding the most efficient combination when the rationed capital must be used, but it cannot be concluded whether its full allocation will maximize value (Sureka et al., 2022). Thus, according to the CFO's recommendation, Project C only (£50m) should be funded, while Project B should be rejected despite the good ranking. The leftover budget capacity of £50m can either be returned to the shareholders (considering the buyback policy mentioned in Section 4.2) or reserved for future projects with positive NPV expectations.
[bookmark: _Toc235009404]6. Conclusion
The report has analyzed the performance of Hilton Worldwide Holdings Inc. on parameters of financials, working capital, capital structure and potential capital expenditure over a period of five years. The most important finding from the analysis is that Hilton is a robust company both from an operational and financial perspective. Margins, Return on Capital Employed, Asset Turnover as well as Free Cash Flow have all increased significantly since fiscal year 2021 because of its resilient, fee-based, and asset-light business model. While the two key issues which include lower current ratio than its peer benchmark since FY2023 and consistently negative shareholders’ equity are the result of an aggressive buyback strategy.
[bookmark: _Toc234455351]Three recommendations for turnaround and growth are as follows: (1) enhance working capital flexibility through improved receivables management, partial supply chain financing, and enhanced committed liquidity cushion; (2) undertake financial restructuring that involves continuing sale of residual owned real estate consistent with asset light strategy of Hilton, reduces (but does not eliminate) rate of share buy-backs, keeps equity infusions as an option of last resort, and incorporates consideration of international taxation, currency, and ESG factors into all decisions regarding financial restructuring; and (3) go ahead with Project C of the proposed investment set, which is the only one that generates shareholder value at 8% cost of capital at Hilton, but reject Project B in light of capital rationing problem for £100m since the value-destroying project cannot be funded just to utilize available budget. The overall set of recommendations has been prepared to be both financially feasible, internationally scalable and ethical in compliance with the mandate of the Board.


[bookmark: _Toc235009405]7. Critical Reflection on AI Usage
[bookmark: _Toc235009406]7.1 Tool Disclosure
I applied ChatGPT to the tasks that could be done within this assessment. To begin with, it allowed me to locate topical scholarly articles and made concise briefings of the latest studies. These summaries were just taken as a point of departure. All sources have been read and assessed independently and then included in the report. Second, I hashed my report with ChatGPT after finishing the report to use grammar, enhance the clarity of sentences, and ensure a consistent academic style in writing. I did all the financial analysis, ratio calculation, investment appraisal, interpretation, and recommendations without the help of AI.
[bookmark: _Toc235009407]7.2 Critical Evaluation of AI Output
The information provided by ChatGPT was carefully checked before use. All the suggested journal articles were cross-checked by means of validating authors, publication information, DOI, and content. I read all the sources to be sure that the summaries were correct. Any wrong or not completed information was deleted or rewritten, according to the initial source.
Financial ratios, investment appraisals, and examination of financial outcomes were not computed with the help of ChatGPT. Every computation, including profitability, liquidity, gearing, cash flow ratios, and investment appraisal techniques, including NPV, ARR, PI, IRR, and Payback Period were done in the Microsoft Excel using the published financial statements of Hilton. The original article reading also helped me realize valuable points that AI summaries overlooked, thereby being able to make more plausible conclusions.
[bookmark: _Toc235009408]7.3 Contribution Analysis
ChatGPT primarily proved useful to save time in the literature search and proofreading part. Given in this report are my ideas, analysis and conclusions. I broke the financial statements of Hilton, analysed the results, highlighted significant financial problems, formulated reorganisation suggestions, and performed the assessment of investment on my own. My own discretion was also applied to explain the financial position of Hilton, assess investment opportunities and relate things in financial theory with recommendations. AI was not the recipient of these decisions and the ultimate analysis.
[bookmark: _Toc235009409]7.4 Ethical and Professional Reflection
The responsible use of AI should provide honesty, critical examination, and a sense of professionalism. I have clearly disclosed how ChatGPT was used in this assessment. The information that was inputted into the AI tool was limited to publicly available data within the Hilton financial reports and academic literature. Nothing confidential or private in the form of financial information was disclosed.
A dependency on AI is one of the largest risks of AI. Despite its ability to enhance efficiency and aid research, AI must not substitute independent thinking or professional judgement. Investors, employees, customers, and other stakeholders may see their financial choices shaped by hard-to-trust evidence and a critical look into it, and this does not imply that these actions need to be risky. The financial data and financial management principles of Hilton all contributed to the important conclusions and recommendations in this report. This is why ChatGPT was a support tool, and the overall analysis and final decisions were left to myself.
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