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Executive Summary

The purpose of this report is to analyse the financial performance of the company Jury’s Inn who operates in the hospitality sector in United Kingdom and Northern Ireland. The ratio analysis has been used as a tool to evaluate the performance for the years 2019 and 2020. Three ratios, profitability ratio, liquidity ratio and gearing ratio have been analysed and used to see the trends and position for Jury’s Inn.  Which indicate whether Jury’s Inn is doing well or if it needs to evaluate and perform better for the future.
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Introduction

Jury’s Inn is a hospitality company within the United Kingdom and Northern Ireland which manage the portfolio of hotels. 
This report has been produced for the Chief Executive to show ratio calculations for 2019 and 2020 to analysis the financial information for Jury’s Inn. 
Ratios are useful and are used to compare the performance in a period, month or year and can also be used to compare with another company i.e. competitor (Barrow 1984, p.76).
This report will help to identify the hotel ratio for the past 2 years 2019 and  2020.  This will help identify how the hotel manages effectively as this is an important aspect for the hotels management to assess and evaluate the hotels income and expenditure. This will show how well the performance of the hotel has been.  Ratio analysis shows the calculations and interpretation of the company financial performance (Tutor2U, 2022). 
This will be conducted using the 3 main ratios by taking information form the profit and loss accounts and balance sheet it will allow us to see the trends which have been discussed in details including profitability, liquidity and gearing of the hotel chain. These 3 ratios are used to analyse the company performance (Tarver, 2021). Performance of the hotel is an important sector. Profitability ratio will show how well its revenue is turning into profit and if its making a profit. The other 2 ratios liquidity and gearing ratio show if the company is able to manage its short term debts and paying on time and if the company is making enough cash. 
This financial analysis will show results, performance and success of the hotel. Financial Ratio are analysis helps businesses in a number of ways, it helps analyse the trends over a long period of time, it helps compare the financial results against its competitors, it helps management in decision making it can also point out the weak areas and the strengths of the company (Financial Accountancy, 2022).
Financial ratios help the company assist in the performance with other firms in the same sector. This helps the company identify any problems in the company’s operations, profitability, debt position and liquidity. It helps asses the company’s overall risk (Faell0, 2015).
One of the main reasons for this financial analysis report is to evaluate the performance of the hotel. This report will show and compare the 2 years and will allow to see if any changes need to be made.
This report will discuss why ratios and fluctuations are  essential for hotel management to understand, it will also cover the benefits and limitations of using ratio analysis which helps with decision making within the hotel and tourism industry.

Once this report is assessed it will help the management level of Jury’s Inn in making plans to improve the performance in the relevant sectors as needed.
Financial Analysis

Formula  	Ratio  	2019	2020 
Gross profits/sales x 100 	Gross profit  	5050/5500x100 	=92%	5150/6000x100 	=86%
Net profits of the year/sales x100 	Net profit  	4008/5500x100 	=73%	4073/6000x100 	=68%
Net profits of the year + loan interest / total assets less current liability x100 	ROCE 	4008+20/6226x100 	=65%	4073+18/6274x100 	=65%
Sales/total assets less current liability  	Total assets turnover 	5500/6226 	=0.88 	6000/6274 	=0.96   
Sales/ net profit assets  	Working capital turnover 	5500/1726 	=3.19	6000/1624 	=3.69
Current assets total/current liabilities total 	Current ratio  	3065/1339	=2.29	3240/1616 	=2.00
Current assets total – stock / current liabilities total 	Quick ratio  	3065-1450/1339 	=1.21	3240-1420/1616 	=1.13
Debtors x 365 days of the year / sales  	Debtor days  	1600x365/5500 	=106 days  	1800x365 days /6000 	=110 days  
Trade creditors x 365 days /purchases 	Creditor days  	800x 365 days /500 	=584 days  	870x 365 days /850 	=374 days  
(Total current liabilities +bank loan )( total current assets + fixed assets ) answers divided by one another  	Debt days  	(1339+150 =1489) 	(3065+4500 = 7565) 	1489/7565 = 0.20 	(1616+145=1761) 	(3240+4650 =7890) 	1761/7890 =0.22 
Net profit of the year + cash in hand / loan interest  	Interest cover  	4008+5/20 	=201	4073+5/18 	=227









Financial Analysis Trends

Profitability

Profitability ratios are financial metrics used to measure and evaluate the company income which relates to revenue. This shows how successful the company is in using its assets to produce profit and value to its shareholders (Corporate Finance Institute, 2022). Profitability measures the company level of profitability. It also indicates how much returns shareholders are gaining form their investment in the company.
A higher Profitability ratio generally means the company is performing well by generating profits, revenue and cash flow. These ratios are useful when analysing and comparing to previous years and comparing to similar companies. 
Material and services bought into the company that are needed to make products or services are included in the gross profit, the higher the figure the better it is.
The financing costs and tax are taken in Net profit which shows how efficiently the company is running.
Profitability ratios cover the following 5 ratios:
Gross Profit = Gross profit/Sales, in this report it shows that Gross profit has declined in 2020 to 86% from 92% in 2019.
Net Profit = Net Profit for the year/Sales, in this report is shows that the Net profit has also declined in 2020 to 68% from 73% in 2019.
ROCE = Net profit of the year + loan interest/total assets less current liability, in this report is shows that it is the same for both years 2019 and 2020 at 65%, there is no change.
Total Assets Turnover = Sales/total assets less current liability, in this report is shows that it has increased to 96 days from 88 days in 2019.
Working Capital Turnover = Sales/net profit assets, in this report is shows that it has increased to 3.69 in 2020 from 3.19 in 2019.

Liquidity

Liquidity ratios is measured to show how much cash a company has to pay its bills and short term debts rather than the long term debts. The higher the liquidity ratio shows that the company has enough liquid assets to meet its financial needs. Lower liquidity shows that the company does not have enough cash to pay its bills (Indeed, 2022). Liquidity ratio provides stakeholders information about the company and how its performing helps them make their decision on the company (Imarticus, 2022).
Liquidity ratios cover the following 3 ratios:
Current Ratio = Current assets total/current liabilities total, in this report it shows that it has decreased to 2.00 in 2020 from 2.29 in 2019.
Quick Ratio = Current assets total-stock/current liabilities total, in this report it shows that it has decreased to 1.13 in 2020 from 1.21 in 2019.
Debtor Days = Debtors x days of the year/sales, in this report it shows that it has increased to 110 days in 2020 from 106 days in 2019.
Gearing

Gearing ratio compares the company debts which is long term debts (Carlson, 2020). Gearing ratio shows measurement of company financial leverage, compares owner capital to funds borrowed by company, it measures the proportion of the company borrowed funds to its equity. A company can get into financial difficulties if it reaches  excessive debt it. A high gearing ratio indicates a high proportion of debt to equity where a low gearing ratio indicates a low proportion of debt to equity.
Highly geared company is known to be a good investment for the shareholders when it does well as will expect good returns.
Gearing ratios cover the following 2 ratios:
Debt days = (Total current liabilities + bank loan)/(total current assets + fixed assets), in this report it shows it has increased to .022 in 2020 from 0.20 in 2019.
Interest cover = Net profit of the year + cash in hand/loan interest, in this report it shows it has increased to 227 in 2020 from 201 in 2019.
Borrowing can help the company finance grow so debt is not always a bad thing. Debt can increase the company’s growth that maybe would of not been possible with just the shareholder capital alone.
Knowledge from Ratio Analysis

From analysing the 2 years it shows that the stock and purchase have increased in 2020. The Net profit is lower in 2020, the reason behind this could be due to the rent increase which is something that is not in our control, another reason is that the advertising cost have increased, which will need to be looked at and worked  on to try and lower the costs for advertising by changing advertising platform or company. Heating and lighting has also increased in 2020 which needs to be looked at, maybe try another utility company and compare prices, go for a cheaper rate. Overall the profitability trend is lower in 2020 it is not drastically down, as long as some costs are revised this can be increased. Liquidity trend has also reduced in 2020, as the level of ratio is above 1 it is acceptable. Gearing trend has increased in 2020, however Jury’s Inn will need to be assessed. 
Bad debts has increased in 2020 as this shows that maybe the bills are not being paid on time, this needs to be looked at and try to make payments on time to keep this down for following years to come.  However the repairs have improved in 2020 and have come down quick significantly. 
However the creditor days have reduced significantly, this shows the creditors are being paid quicker and better than in 2019 previously, this shows good performance for Jury’s Inn.
Benefits and Limitations of Ratio Analysis

There are benefits and limitations of ratio analysis, firstly it is not based on current information, it is historic information. Ratio analysis helps analyse and aid in decision making. Advantage of using analysis financial statements is extensively used for strengths and weakness in the company and how the past performance have been. It also shows stakeholders the performance of the company, how it is doing, it is also beneficial for budgeting purposes. Someone interested in the company can see this information and make a decision whether it is beneficial for them to invest in this company.
It is an effective tool but has significant limitations of financial statements it is not based on current time and can sometimes be misleading as may not reflect correct information.
A benefit is that it can help compare current performance  with previous years, it can help identify issues that need to be resolved. It can also help with future planning and decision making (BBC, 2022).
An advantage is also that it allows a company to search quickly and look at the ratio analysis instead of having to go through the whole income statement (Jan, 2019). The table of ratio analysis is broken down into different sections. 
On the other hand limitations of ratio analysis is the company users would use more interested in  current and future information where this is based more on past information.
Conclusion 

The ratio analysis report shows that the company sales for 2020 have reduced.  The profitability ratio shows that the gross profit has reduced in 2020 along with the net profit and increased in total assets turnover, giving the company higher working capital turnover at 3.69 from 3.19 in 2019. This shows that the company has not done as well as the previous year. Jury’s Inn needs to assess the assets and utilise them efficiently. 
The liquidity ratio shows that the company  liquidity rate has dropped in 2020, however it has maintained above 1 which is the ratio for overall performance which is ideal for any business in this organisation (FreshBooks, 2022). However the trend for Jury’s Inn for 2020 has declined. Jury’s Inn needs to assess its current assets and turn cash around quickly to be able to settle debts and pay expenses more efficiently. Overall Jury’s Inn has a steady financial position for 2019 and 2020. 
The gearing ratio shows that the company debt in 2020 has increased and needs to be looked at and assessed and bought down for the future.
In 2020 Jury’s Inn needs to improve its performance and bring down the expenses and increase the sales. They need to plan ahead and improve the overall performance. Bills need to be paid on time and advertising needs to be evaluated.
On an overall scale Jury’s Inn has not performed too bad, however it definitely needs to be assessed going forward.
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