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[bookmark: _Toc234689603]Introduction
Choice Hotels International is a leading global hospitality company, based in Maryland in the US, with an asset-light franchise business for over 7000 hotel brands (Choice Hotels, 2026). The purpose of this report is to evaluate the firm’s performance for the last five years financially. Different financial management tools are utilized to comment on the financial position of the firm. The report explores various topics like financial statements, ratio performance, and managing working capital.  It also recommends the most suitable investment project for capital rationing while taking into account international financial risks and ethical issues. 
[bookmark: _Toc234686405][bookmark: _Toc234689604]1. Financial Health Check
[bookmark: _Toc234686406][bookmark: _Toc234689605]1.1 Analysis financial statements
Showcasing resilience in effective execution of its growth strategy highlight the Choice Hotels International showing strong financial performance in 2025 (Choice Hotels, 2026). The company reported net income of $369.9 million (a significant increase in profit) with diluted earnings per share (EPS) of $7.90 (an increased return for shareholders (Choice Hotels, 2026). The firm’s adjusted EBITDA also grew to a record $625.6 million which shows that it is efficient at producing cash.
Operational success was equally worthwhile. Worldwide hotel openings increased by 14 per cent to 440 hotels backed by a 42 per cent increase in openings in Q4 reflecting strong development momentum (Finance Yahoo, 2026). Moreover, international net rooms increased by 12.5% owing to an increase of 82% in hotel openings which increased the international system to nearly 160,000 rooms (Choice Hotels, 2026).  The successful international expansion and diversification away from the domestic market of the company.
[image: ]
Figure 1: Graph of Choice Hotels International, Inc. (CHH) for 5 year
(Source: Finance Yahoo, 2026)
The company has also upgraded its outlook for future growth, as the number of global franchise agreements awarded increased by 22% YoY and the U.S. conversion room pipeline was 7% larger YoY. Also, Choice Hotels’ leading position in the U.S. extended-stay segment was reinforced through net room growth of 11.7%.
Management lowered its 2026 net income guidance to $265-275 million, while the $632-647 million adjusted EBITDA suggests there has been no damage to the strategy of building long-term value.
[bookmark: _Toc234686407][bookmark: _Toc234689606]1.2 Ratio Analysis
Profitability Ratios
Choice Hotels saw its profitability improve consistently in the years to come with their gross profit margin climbing from 38.8% to 55.7% in that period between 2021 and 2025 [Refers to Appendix A]. Likewise, there was an increase in net profit margin from the previous 15.8% to the current 23.2% while return on assets went up from 10.0% to 12.7%. This shows more efficient use of assets to generate earnings.  EBITDA margin of about 32% maintain the operating efficiency of the company which lead to improve the system which remained strong, with this system. But it improved to 204.1% in 2025 which demonstrate the Return on equity fell across the negative territory in 2024. Global hotel brands like Marriott International profitability improvements have been achieved by asset franchising which led to highlight the international expansion strategies.
Liquidity Ratios
Choice Hotels' liquidity position highlights a good position in overall years which lead to improve their overall performance.  The current ratio indicates enhancement in the capacity of the organization which is 0.67 in 2021 that improved to 0.87 in 2025 helps to meet short-term liabilities though conventional standard of 1.0 [Refers to Appendix A]. Demonstrating a higher proportion of cash to settle immediate obligations lead to demonstrate the cash ratio went up from roughly around 5.35% to around 6.15%. After COVID-19, there were similar liquidity improvements in the hospitality sector. For instance, Hilton Worldwide maintained a large cash holding to manage uncertainty and fund expansion activities. 
Efficiency Ratios
Efficiency ratios show varying performances during the five-year period. The fall in total asset turnover from 0.633 to 0.547 indicates asset growth exceeding revenue. Receivables turnover has also decreased from 9.17 times to 7.70 times suggesting slower collection from customers’ receivables and longer conversion periods [Refers to Appendix A]. Nevertheless, fixed asset turnover remained fairly consistent in the range of 2.46 and 2.62 times, indicating the effective utilisation of properties and equipment to generate revenue. The efficiency ratios have declined due to large investments in hotels and foreign expansion projects. Similarly, Hyatt Hotels invested considerable capital in budgeting for asset efficiency. Consequently, asset efficiency has not increased significantly yet.
Gearing (Leverage) Ratios
Throughout the entire period, Choice Hotels was highly leveraged. In our sample, the debt ratio ranged from 0.93 to 1.02, meaning that liabilities financed over 90 per cent of the total assets. The long-term debt level has gone up from $1.48 billion in 2021 to $1.91 billion in 2025. This has resulted in an increase in the debt-equity ratio to 10.52 times in 2025 [Refers to Appendix A]. Negative shareholders’ equity in 2024 has produced an abnormal leverage of - 39.07 times. This indicates that the company was undergoing a financial crunch pattern at the time and was unable to raise capital successfully. However, leverage is still common in the hotel sector as franchised business models offer reliable cash flows. Marriott International also uses a lot of debt but remains profitable and pays.
Investment Ratios
The investment ratios improved significantly for the five years showing shareholder value creation. The diluted earnings per share grew from $4.30 in 2021 to $7.90 in 2025, or about 84%. It reflects a higher capacity to generate profits per share for shareholders. Likewise, the management of capital was increasingly effective for Rivian Automotive.  The dividend payout ratio fell from 21.4% to 14.5% whilst the retention ratio increased from 78.6% to 85.5% [Refers to Appendix A]. Earnings to finance future expansion suggests that the firm covets a larger proportion of strategic investments (Vuković et al., 2022). As an example, globalisation opportunities such as Hilton invests to retained earnings in its development pipeline, technology, ensuring the long-term enhancement of shareholder value (Derowitsch et al., 2025). 
[bookmark: _Toc234686408][bookmark: _Toc234689607]1.3 Identification 
Trends
Choice Hotels show important trends in the financial ratios over the past five years which is between 2021 and 2025, revenue increased from $1.33 billion to $1.60 billion, while net income rose from $210.0 million to $369.9 million. The profitability ratios improved steadily, as the gross profit margin grew from 38.8% to 55.7%, while the net profit margin increased from 15.8% to 23.2% (Choice Hotels, 2026). The current ratio improved to 0.87 from 0.67 owing to better cash balances thereby improving liquidity. Despite the overall increase in sales, profitability margins have reduced “Lean-Rain,” cushioning the increase in volume with the decline in profit margins. Since total assets are not growing that much, as evident by the ratio above, the numbers are not improving fast enough (Vuković et al., 2022). Throughout the period, leverage remained high, with debt exceeding $1.9 billion and debt ratios consistently above 0.90. The investment ratios rising from $4.30 to $7.90 which highlight positive system that led to highlight earnings per share. Indicating a stronger emphasis on reinvestment and long-term growth highlight the retention ratios also increased from 78.6% to 85.5%. 
Strengths
Choice Hotels shows a number of strengths.  The company showed a strong ability to generate revenues and earnings growth consistently with net income almost doubling from 2021 to 2025. Profitability remained healthy with gross, operating and net margins improving (Majka, 2022). Strong operating performance highlight the ability to generate cash so, the record adjusted EBITDA of $625.6 million in 2025 which highlight continued investment. The hike in earnings per share and retention ratios indicates an effective use of earnings and capital as well as promises to retain capital for future expansion (Park et al., 2025).  The company’s expansion of international room growth, global franchise agreements, and extended-stay leadership provides revenue diversification that enhances long-term competitive positioning.
Potential Threats
The company remains highly leveraged as its capital structure reveals that long-term debt jumped to $1.91 billion. Total liabilities have financed almost 94 per cent of total assets as of 2025. The fall in asset turnover and receivables turnover suggests that assets and working capital are becoming less efficient in generating revenue. Liquidity ratios were still less than 1.0, the generally accepted standard, indicating limited short-term financial flexibility (Dhanya, and Keerthana, 2025). Moreover, management’s forecast of diminished net income in 2026 may emanate from uncertainties surrounding the economy, elevated interest rates, shifts in travel demand and intensifying competition in the worldwide hospitality industry (KODURU, 2026).
[bookmark: _Toc234686409][bookmark: _Toc234689608]1.4 Comparison of liquidity ratios with industry benchmarks
Choice Hotels International has seen a solid improvement in liquidity over the last five years; however, it still fails to meet regular industry levels. The current ratio of the company increased from 0.67 in 2021 to 0.87 in 2025, which shows gradual improvement in its ability to meet short-term obligations (Choice Hotels, 2026). Nonetheless, this ratio is lower than the widely deemed acceptable level of 1.0-1.5 for service and hospitality companies; thereby indicating that current liabilities continue to exceed current assets. Similarly, the cash ratio of the company increased from 0.06 to 0.10 implying that only 10% of short-term obligations can be covered immediately by cash and cash equivalents.
Choice Hotels, compared to its major competitors, follows an asset-light business model that generally has relatively low liquidity ratios. In the case of Marriott International and Hilton Worldwide had current ratios (the ratio of current assets to current liabilities) below 1.0 for many years at the present time (Marriott, 2026). Because their franchising and management businesses generate stable fee-based cash flows and require less working capital than asset-heavy hotel owners.
Choice Hotels produced $270.4 million of operating cash flow in 2025, despite being below traditional thresholds indicating cash generation ability. So, while its liquidity ratios are relatively weak on a conventional basis, the company’s performance is generally in line with the industry trend and indicates confidence in the company’s repeat franchise-based cash flows and operational resilience.
[bookmark: _Toc234686410][bookmark: _Toc234689609]2. Working Capital Management Analysis
[bookmark: _Toc234686411][bookmark: _Toc234689610]2.1 Cash operating cycle
	Particulars
	Formula
	2021
	2022
	2023
	2024
	2025

	Revenue
	1,330,000
	1,410,000
	1,500,000
	1,584,839
	1,596,793

	Accounts Receivable
	145,000
	155,000
	165,000
	176,672
	207,491

	Inventory
	15,610
	29,640
	34,670
	41,320
	45,370

	Accounts Payable
	115,000
	120,000
	128,000
	134,865
	156,276

	Days Inventory Outstanding (DIO)
	(Inventory/Revenue) *365
	4.28
	7.67
	8.44
	9.52
	10.37

	Days Sales Outstanding (DSO)
	(Accounts Receivable/Revenue) *365
	39.79
	40.12
	40.15
	40.69
	47.43

	Days Payables Outstanding (DPO)
	(Accounts Payable/Revenue) *365
	31.56
	31.06
	31.15
	31.06
	35.72

	Cash Operating Cycle (CCC)
	DIO+DSO-DPO
	75.64
	78.86
	79.73
	81.27
	93.52



Table 1: Calculation of COC
(Source: Self-developed)
The cash operating cycle (CoC) of Choice Hotels International went up from 75.64 days in 2021 to 93.52 days in 2025. As a result, the company took longer to convert its working capital investments into cash, indicating that an increase of around 18 days (23.8%) over the 5 years. receivable days saw increases both inventory days which were the key contributors in this factor of the company.  whereas DSO increased from 39.79 days to 47.43 days that time the DIO grew from 4.28 days to 10.37 days that highlight slower collection of receivables and more significant stock levels working in the business (Mandipa and Sibindi, 2022). The conversion process as was hoped as DPO so, the additional supplier credit did not meaningfully impact the cash, which improved from 31.56 days to 35.72 days.
An interest in higher working capital cash operating cycle more pressure for liquidity in the short term that is longer usually signifies. working capital requirements when it expanded internationally that invested in technology which highlight the Marriott International to face a temporary increase in its value (Mazanec, 2022). Choice Hotels is also due to substantial international room growth which is increasing cash operating cycle to maintain the record hotel openings in 2025. It is pointing to higher working capital needs to drive future revenue growth and long-term competitive advantage in line with investments, likely intended.
[bookmark: _Toc234686412][bookmark: _Toc234689611]2.2 Recommend Strategies to Improve Liquidity through Working Capital Reforms 
Effective implementation of working capital reforms is effective for Choice Hotels International in strengthening its liquidity with the improvement in cash flow and conversion of current assets into cash to meet time requirements. Accounts receivable management can be a strategic priority for Choice Hotels International's operations. Slower collection from franchisees and corporate customers is represented through the enhancement in Days Sales Outstanding (DSO) (Van Deventer, 2023). For collection acceleration, there is a requirement for strict credit policies, automated invoicing utilisation, early payment discount offering and a payment reminder system. 
Optimising inventory management is another effective strategy that can be used at Choice Hotels International’s operation for the improvement in its liquidity level. At the current time, the firm’s operation is based on an asset-light franchise model with relatively low inventory requirements. However, opportunities for improvement are reflected through Inventory Outstanding (DIO) (Hänninen, 2024). Excess inventory risk can be reduced with the implementation of AI-based inventory forecasting, just-in-time purchasing and demand planning. Besides that, it also helps in maintaining service quality. 
Supplier payment management improvement also needs to be a key priority in its operations. This approach is effective for ensuring longer payment terms and decreasing the risk of poor relationships with suppliers. For the long run, Choice Hotels International can retain cash and well-aligned cash outflows with incoming receipts when there is the successful application of this approach. However, for the long-term partnership, there is a requirement for careful management of supplier credit.     
Cash flow forecasting can be done at Choice Hotels International operation with the use of a digital financial management system. With this system, the firm can be able in effective assessment of the booking trends, seasonal demand and occupancy rates. Real-time planning for liquidity shortages can be done with accurate forecasting, and it also supports more robust financial decisions. In addition, loyalty programs and online reservations are effective for advanced consumer booking. Overall, all these collective approaches strengthen liquidity in operations and achieve sustainable operational growth.    
[bookmark: _Toc234686413][bookmark: _Toc234689612]2.3 Compare Short-Term Vs Long-Term Financing Options
Both short-term and long-term financing can be effective for Choice Hotels International for financing its working capital. It generally depends on strategic and operational needs. In the management of seasonal fluctuations, payroll and other day-to-day operating expenses, there is the suitability of short-term financing like revolving credit facilities, trade credit and bank overdrafts. These sources are generally flexible, and there is a requirement of lower initial cost. However, borrowing that is renewed annually can impose the risk of refinancing and interest rate risk (Gąsiorowski et al., 2026). In contrast, the resources for long-term financing include equity financing and corporate bonds. These approaches are significant for the expansion of hotels, international growth and hotel expansion. Spreading repayments over a long period of time enables the firm to achieve greater financial stability. However, a key risk associated with it is dilution of shareholder ownership and high financing costs. The current ratio of the hotel is below 1.0, and the long-term debt is approximately $1.91 billion in 2025, thus there is a requirement for a balanced financial strategy. A balanced approach supports sustainable growth and strengthen shareholder value. 
[bookmark: _Toc234686414][bookmark: _Toc234689613]3. Strategic Financial Restructuring Plan
[bookmark: _Toc234686415][bookmark: _Toc234689614]3.1 Financial Restructuring Options
Divestiture 
Choice Hotels may divest their underperforming owned hotel assets and non-core investments in a move to unlock fresh capital while enhancing financial efficiency. The funds raised can be used to lower debt, bolster liquidity, pay for growth capital expenditures and expand into higher-growth segments (McGrath, and O’Neill, 2025). Marriott International shifted to an asset light strategy that makes the company more profitable while incurring less capital expenditure to ensure sustainable long-term growth.
Merger 
Choice Hotels should consider strategic mergers or acquisitions with regional hotel operators in emerging markets to accelerate international arrival and increase market share. Improve bargaining power with suppliers in franchisees so, Mergers may produce increased efficiencies, strengthen brand portfolios (Zaramella, 2023). The purchase of Apple Leisure Group by Hyatt Hotels illustrates how business mergers can broaden revenue production and reach a global audience.
Equity Injection
The company can improve its debt equity position and reduce its dependence on debt financing by raising additional equity through institutional investors or strategic partners. Increasing funds from shareholders would increase liquidity and strengthen the technological financial injection in the international investment programs (McGrath, and O’Neill, 2025). From time to time, Hilton Worldwide markets equity capital to finance future expansion opportunities while keeping flexible and investors satisfied.
[bookmark: _Toc234686416][bookmark: _Toc234689615]3.2 Evaluate impact on Restructuring Plan
Shareholder Value
Shareholder value can be improved through financial restructuring through profit maximization and financial risk reduction. Selling off assets and reducing debts can bring down the cost of interest and raise EPS rate over time. An initial dilutive impact on ownership although impact on their long-term value generation which is the objective, equity injections in strategic mergers often result (Trejo-Pech, and White, 2022). This stronger competitive positioning occurs through revenue growth which highlight that the capacity likely supports higher valuations. 
Debt Structure
Long-term debt exceeding $1.9 billion across Choice Hotels carries a high level of leverage with in 2025. The firm can dependence on debt and improve its debt ratios that may offer for sale assets to raise equity capital in lessen. while improving credit rating in a stronger capital structure decreases the risk of refinancing across the interest payment (Mazanec, 2022). earnings can fluctuate widely with the economy which is keeping a stable debt structure is especially critical in hospitality.
Operational Flexibility
Reducing financial constraints in financial restructuring can greatly enhance operational flexibility, increasing resource availability. Management can invest more in tech, international expansion and franchise operations due to lower debt levels (KODURU, 2022). A company’s ability to adapt to changes in the market and economic uncertainty can be also improved by equity funding and strategic partnerships. The company can seize new opportunities and respond to competitive pressures as they arise with improved financial flexibility.
[bookmark: _Toc234686417][bookmark: _Toc234689616]3.3 International and Ethical Considerations
Choice Hotels faces exposure to various corporate tax jurisdictions transfer pricing rules and withholding taxes through international expansion. Effective planning of taxes can enhance after-tax profitability and cash flows, while non-compliance may lead to a fine and dent reputation. An organisation must avoid tax evasions and comply with local and international taxation requirements.
Thus, As the company expands operations into international markets, it will be more exposed to foreign currencies. The translation of revenues to U.S. dollars could lower reported revenue or profitability due to depreciation in foreign markets (Adedolapo et al., 2024). In order to protect shareholders’ value from financial volatility, Choice Hotels should employ hedging strategies and spread-out operations widely in different geographical regions.
Persistent inflation raises operating costs, including labour, maintenance and technology (Majka, 2024).  Travel demand higher inflation can reduce consumer discretionary spending here as per the system (Park et al., 2025). pricing strategies, enhance operational efficiencies which lead to demonstrate the choice Hotels must use dynamic to maintain disciplined cost management. long-term financial performance in the Inflationary environment helps to protect profit margins which highlight that sustain system.
The company's consumers' decisions highlight the reputation which may impacts on their investors' that lead to maintain their sytem.  Choice Hotels must emphasize sustainability operations, energy-efficiency, employee welfare, and responsible governance practices. An organization’s performance on environmental, social, and governance (ESG) measures is increasingly influential to its brand and reputation, stakeholder trust, and investment attractiveness.
[bookmark: _Toc234686418][bookmark: _Toc234689617]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc234686419][bookmark: _Toc234689618]4.1 Investment projects
Project A
Project A entails an initial cash outlay of £50 million and total undiscounted cash inflows of £54 million over 5 years The payback period of the project is about 4.92 years, which indicates that the cost will be recovered near the end of the project. When you use straight-line depreciation to zero, annual depreciation equals £10 million (£50m ÷ 5). The project generates an ARR of 43% which indicates its accounting profitability is quite attractive.
At the required return of 8 percent, the NPV of the project is negative at £6.54 million. Present values of future cash inflows cannot cover the initial investment and required return (Pere, 2025).  The investment's internal rate of return (IRR) of about 3 % is well below the cost of capital generally considered an inadequate return (Sinaga et al., 2023). The project’s nominal cash inflows are positive, but because there are large amounts received in the later years, they are heavily discounted at 8%.
From the perspective of shareholder wealth maximisation, the project should be turned down because the firm’s value would diminish as the project generates a negative net present value and does not meet the company’s required rate of return.
Project B
Project B also requires an initial investment of £50 million, generating stable cash inflows of £11 million per annum for five years, thus a total inflow of £55 million. The project has a payback period of approximately 4.74 years being lower than project A due to consistent cash inflows. Assuming straight-line depreciation to zero, annual depreciation is £10 million per year. The project has an accounting rate of return of 44% which is higher than Project A.
NPV of the project is approximately - £6.08 million at 8 % discount rate which indicates that the present value of future cash receipts is lower than the investment made. Additionally, the IRR is around 3%, which is much below the required rate (Pere, 2025). Stable cash inflows lower operational uncertainty and help in more reliable cash forecasting. But they do not compensate investors for the opportunity cost of capital.
So, Project B looks good on accounting measures and provides predictable annual cash flows, but it does not create economic value. The project should be rejected from the financial management perspective as it fails to meet the required investment criteria of the firm and does not add to the wealth of the shareholders.
Project C
Project C would require an initial investment of £50 million and would provide total cash inflows of £65 million which is much better than project A and B. The project has a payback period of 3.60 years which recovers the investment much earlier than the other alternatives (Usodan et al., 2025). Assuming straight-line depreciation to zero, depreciation equals £10 million per year. The project has also shown the highest ARR of 52%, which signifies superior accounting profitability and higher earnings potential.
The additional analyses, using discounted cash flow measures, further support the project. At the discount rate required of 8%, Project C has a positive NPV of around £0.86 million. In other words, NPV signifies that the present value of the cash inflows exceeds the initial (capital) investment, which adds to shareholder value (Kadam, and Singh, 2025).  The project also generates an IRR of around 9%, which is higher than the company’s hurdle rate and above the cost of capital.
Although Projects A and B have higher initial cash inflows, project C generates larger cash inflows during years 3 and 4, resulting in higher discounted returns. This is the most financially attractive alternative and therefore, it should be accepted. It will also increase the value of the firm. It has the highest overall investment performance among the three projects.
[bookmark: _Toc234686420][bookmark: _Toc234689619]4.2 Justification which one is best and align with company’s financial performance and non-financial risks
Selection 
Shareholder value is only created by Project C; therefore, it should be accepted. The positive NPV of £0.86 million and an IRR of 9% which exceeds the company’s required return of 8% shows this investment is worth making. Achieving the greatest ARR of 52% and the shortest payback period of 3.60 years enables accelerated recovery of initial investment, thereby reducing exposure to risk. Considering Choice Hotels' high leverage and the current ratio which are below 1.0, Project C would generate a balance of profit and liquidity.
Justification
Project C is the preferable investment among the three options and should be recommended for Choice Hotels International. The all-important investment appraisal measures indicate that this project outperforms both Project A and Project B. The project provides a positive net present value (NPV) of £0.86 million, an IRR of around 9% above the company’s required return of 8%, and the highest ARR at 52%. Moreover, the payback period is 3.60 years which is lower than Project A (4.92 years) and Project B (4.74 years). Thus, the company can recover its investment quicker and with less capital exposure.
The financial performance of the company also supports the recommendation. By the year of 2025, Choice Hotels raked in $369.9 million in net income and a record adjusted EBITDA of $625.6 million. Despite enhancements in liquidity, the current ratio remains under 1.0 (0.87) while long-term debt surged to $1.91 billion. Consequently, payback investments that also lower financing risk highlight the recommendation is to focus on fast evaluation (Usodan et al., 2025). The positive NPV with these goals lead to highlight the alignment of Project C's shorter payback period in the system.
Political risks due to regulatory changes according to non-financial is faced with and economic uncertainty in overseas markets impacts the hospitality industry (Pere, 2025). In addition, due to rising competition from Marriott, Hilton, and travel websites, customer loyalty is at risk. Project C offers the best financial flexibility and value creation potential to Choice Hotels while simultaneously enhancing its competitive position and managing financial and strategic risks.
[bookmark: _Toc234686421][bookmark: _Toc234689620]4.3 Suggestion by using capital rationing on investing maximum of £100 million
The B + C combination yields the highest (least negative) combined NPV of –£5.22 million, but all combinations, except Project C alone, generate negative combined NPVs. According to NPV theory, firms must accept only the projects with positive NPVs as they increase shareholder’s wealth.  Consequently, the financially optimal choice is to invest in Project C only (£50 million) and retain the other £50 million for future investment opportunities, paying off any debts, or increasing liquidity.
This suggestion is quite suited to Choice Hotels with the company’s long-term debt of $1.91 billion and a current ratio under 1.0 (0.87).
Under capital rationing, Choice Hotels has a limit of £100 million to use in investment, enabling the hotelier to undertake two projects or one project leaving some funds unused. These combos (A+B, A+C, B+C) eat up all the budget but have negative all-combo NPVs, which means they destroy shareholder value. On the other hand, only Project C has a positive NPV (£0.86 million) and an IRR (9%) above the 8% cost of capital. Hence, the firm must invest only in Project C and retain the remaining £50 million.
[bookmark: _Toc234686422][bookmark: _Toc234689621]5. Critical Reflection on AI Usage
[bookmark: _Toc234686423][bookmark: _Toc234689622]5.1. Tool Disclosure
Artificial intelligence, specifically ChatGpt has been utilised in this present report as a supporting tool during the preparation of this financial report. This strategic tool has assisted this present study to organise the report structures, refine the academic language, enhance the level of coherence, and ultimately explain the financial management concepts like the ratio analysis, in combination with working capital management, financial restructuring, and investment appraisal techniques. It also assisted the present research in summarising the key information from the annual reports of Choice Hotels International while suggesting the appropriate academic wording. However, this advanced tool has not been utilised to replace the independent analysis or strategic decision-making.  All financial data, ratio calculations, investment appraisals, and strategic recommendations have been developed as well as validated through leveraging the official annual reports, credible academic literature and finally other reliable sources of the industry.  In essence, it can be used that the use of AI has been acknowledged transparently according to the academic integrity and AI usage requirements of the University of Wales. 
[bookmark: _Toc234686424][bookmark: _Toc234689623]5.2 Critical Evaluation of AI Output
Though this strategic tool enhanced the effectiveness across drafting as well as organising the report, each AI-powered interpretation has been profoundly examined before being included in the report.  Moreover, the financial figures and values of ratios in combination with investment appraisals calculations have been cross-checked twice against the official annual reports of Choice Hotels International and thus ensured a sense of accuracy and transparency. As AI often produced unsupported assumptions or inconsistent interpretations, this information’s have been identified through the help of manual verifications as well as corrected through closely using the evidence from both the financial statements and published literature as well (Stanford, 2025). Besides that, specific attention has been given towards the profitability, liquidity, leverage and cash flow analysis in order to ensure that the conclusion of this research work accurately discloses the financial positioning of the company. These verification procedures not only diminish the risks of factual inaccuracies and logical inconsistencies but also assure that the final report remains evidence-based, academically reliable, and professionally credible as well. 
[bookmark: _Toc234686425][bookmark: _Toc234689624]5.3 Contribution Analysis
AI initially contributed through enhancing the overall presentation, organisation and language quality of the report by disclosing the structures, refining the explanations and clarifying the different financial concepts within this research work (Deep and Chen, 2025). However, the critical interpretation of Choice Hotels International’s financial performance, ratio trends, working capital position, restructuring strategy, and investment decisions represents my own academic contribution towards this study. I selected the relevant financial evidence, interpreted five years of data concerning the company’s performance, analysed the restructuring alternatives, justified the recommendation of C and ultimately applied the capital rationing on the basis of the principles of financial management. The final conclusions, along with the strategic recommendations, have been developed with the help of my own critical judgement through aligning the financial evidence, academic literature and industry context as well.
[bookmark: _Toc234686426][bookmark: _Toc234689625]5.4. Ethical & Professional Reflection:
Use of AI in Financial Decision-Making calls for ethical and professional responsibility. It is crucial to have transparency as it is essential for AI to disclose data, analyses and recommendations that can affect business decisions and decisions based on them need to be independently verified. Data privacy must be protected by complying with applicable laws and keeping private financial information confidential. Further, artificial intelligence may lower your professional judgment due to their inaccurate or biased outputs. Executives should treat AI as a decision-support tool and not as a substitute for critical thinking, ensuring strategic financial decisions remain accountable, ethical and evidence-based.
[bookmark: _Toc234686427][bookmark: _Toc234689626]Conclusion
It can be concluded that Choice Hotels International managed to improve its financial performance over the last five years due to increase in revenue, net income, profitability and earnings per share. Despite some improvement in liquidity, the company is still grappling with high leverage, falling asset efficiency and liquidity ratios lower than the industry average. An extension of the cash operating cycle points to the need for better working capital management. Financial restructuring to enhance long-term financial stability through selective divestiture, equity financing and expansion. 
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	Financial Item
	2021
	2022
	2023
	2024
	2025

	Total Revenue
	1,330,000
	1,410,000
	1,500,000
	1,584,839
	1,596,793

	Gross Profit
	515,700
	627,660
	825,110
	863,500
	888,910

	Net Income
	210,000
	235,000
	270,000
	299,665
	369,946

	Operating Income (EBIT)
	350,000
	390,000
	430,000
	463,773
	448,399

	EBITDA
	430,000
	470,000
	500,000
	515,726
	508,627

	Cash and Cash Equivalents
	25,000
	30,000
	35,000
	40,177
	44,997

	Accounts Receivable
	145,000
	155,000
	165,000
	176,672
	207,491

	Other Current Assets
	90,000
	100,000
	110,000
	122,237
	153,510

	Total Current Assets
	260,000
	285,000
	310,000
	339,086
	405,998

	Property and Equipment
	520,000
	545,000
	575,000
	604,345
	649,291

	Total Assets
	2,100,000
	2,220,000
	2,360,000
	2,530,527
	2,918,203

	Accounts Payable
	115,000
	120,000
	128,000
	134,865
	156,276

	Total Current Liabilities
	390,000
	410,000
	435,000
	462,721
	467,291

	Long-Term Debt
	1,480,000
	1,560,000
	1,660,000
	1,768,526
	1,906,122

	Total Liabilities
	2,050,000
	2,100,000
	2,190,000
	2,575,798
	2,736,974

	Shareholders' Equity
	50,000
	120,000
	170,000
	-45,271
	181,229

	Operating Cash Flow
	240,000
	260,000
	290,000
	319,403
	270,447

	Investing Cash Flow
	-90,000
	-100,000
	-95,000
	-84,571
	-218,264

	Financing Cash Flow
	-120,000
	-140,000
	-180,000
	-221,710
	-50,103

	Inventory
	15,610
	29,640
	34,670
	41,320
	45,370

	Dividends Paid
	45,000
	48,000
	52,000
	55,497
	53,472

	Diluted EPS ($)
	4.3
	4.9
	5.55
	6.2
	7.9

	Profitability Ratios

	Gross Profit Margin
	Gross Profit/Revenue
	0.388
	0.445
	0.550
	0.545
	0.557

	Operating Profit Margin
	Operating Income/Revenue
	0.263
	0.277
	0.287
	0.293
	0.281

	Net Profit Margin
	Net Income/Revenue
	0.158
	0.167
	0.180
	0.189
	0.232

	EBITDA Margin
	EBITDA/Revenue
	0.323
	0.333
	0.333
	0.325
	0.319

	Return on Assets (ROA)
	Net Income/Total Assets
	0.100
	0.106
	0.114
	0.118
	0.127

	Return on Equity (ROE)
	Net Income/Equity
	4.200
	1.958
	1.588
	-6.619
	2.041

	Liquidity Ratios

	Current Ratio
	Current Assets/Current Liabilities
	0.667
	0.695
	0.713
	0.733
	0.869

	Cash Ratio
	Cash/Current Liabilities
	5.345
	5.342
	5.346
	5.379
	6.148

	Efficiency Ratios

	Total Asset Turnover
	Revenue/TotalAssets
	0.633
	0.635
	0.636
	0.626
	0.547

	Receivables Turnover
	Revenue/Accounts Receivable
	9.172
	9.097
	9.091
	8.971
	7.696

	Fixed Asset Turnover
	Revenue/PPE
	2.558
	2.587
	2.609
	2.622
	2.459

	Gearing (Leverage) Ratios

	Debt Ratio
	Total Liabilities/TotalAssets
	0.98
	0.95
	0.93
	1.02
	0.94

	Debt-to-Equity Ratio
	Long Term Debt/Equity
	29.60
	13.00
	9.76
	-39.07
	10.52

	Equity Ratio
	Equity/Total Assets
	0.02
	0.05
	0.07
	-0.02
	0.06

	Investment Ratios

	Earnings per Share ($)
	Net Income/Shares Outstanding
	4.300
	4.900
	5.550
	6.200
	7.900

	Dividend Payout Ratio
	Dividends Paid/Net Income
	0.214
	0.204
	0.193
	0.185
	0.145

	Retention Ratio
	1-DividendPayoutRatio
	0.786
	0.796
	0.807
	0.815
	0.855

	Cash Flow Ratios

	Operating Cash Flow Ratio
	Operating Cash Flow/Current Liabilities
	0.615
	0.634
	0.667
	0.690
	0.579

	Operating Cash Flow Margin
	Operating Cash Flow/Revenue
	0.180
	0.184
	0.193
	0.202
	0.169

	Cash Flow to Debt Ratio
	Operating Cash Flow/Long Term Debt
	0.162
	0.167
	0.175
	0.181
	0.142
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Project A
	Year
	Net Cash Flow (£m)
	Discount Factor (8%)
	Present Value (£m)
	Cumulative Cash Flow (£m)
	Cumulative PV (£m)

	0
	-50
	1
	-50
	-50
	-50

	1
	10
	0.925925926
	9.259259259
	-40
	-39.07407407

	2
	12
	0.85733882
	10.28806584
	-28
	-27.14266118

	3
	14
	0.793832241
	11.11365137
	-14
	-13.20616776

	4
	10
	0.735029853
	7.350298528
	-4
	-3.264970147

	5
	8
	0.680583197
	5.444665576
	4
	4.680583197

	Payback Period (PBP)
	4.918787316

	Accounting Rate of Return (ARR)
	43%

	Net Present Value (NPV)
	($6.54)

	Profitability Index (PI)
	1.08

	Internal Rate of Return (IRR)
	3%



Project B
	Year
	Net Cash Flow (£m)
	Discount Factor (8%)
	Present Value (£m)
	Cumulative Cash Flow (£m)
	Cumulative PV (£m)

	0
	-50
	1
	-50
	-50
	-50

	1
	11
	0.925925926
	10.18518519
	-39
	-38.07407407

	2
	11
	0.85733882
	9.430727023
	-28
	-27.14266118

	3
	11
	0.793832241
	8.732154651
	-17
	-16.20616776

	4
	11
	0.735029853
	8.085328381
	-6
	-5.264970147

	5
	11
	0.680583197
	7.486415167
	5
	5.680583197

	Payback Period (PBP)
	4.735029853

	Accounting Rate of Return (ARR)
	44%

	Net Present Value (NPV)
	($6.08)

	Profitability Index (PI)
	1.1

	Internal Rate of Return (IRR)
	3%



Project C
	Year
	Net Cash Flow (£m)
	Discount Factor (8%)
	Present Value (£m)
	Cumulative Cash Flow (£m)
	Cumulative PV (£m)

	0
	-50
	1
	-50
	-50
	-50

	1
	5
	0.925925926
	4.62962963
	-45
	-44.07407407

	2
	10
	0.85733882
	8.573388203
	-35
	-34.14266118

	3
	20
	0.793832241
	15.87664482
	-15
	-14.20616776

	4
	25
	0.735029853
	18.37574632
	10
	10.73502985

	5
	5
	0.680583197
	3.402915985
	15
	15.6805832

	Payback Period (PBP)
	7.675149264

	Accounting Rate of Return (ARR)
	52%

	Net Present Value (NPV)
	$0.86 

	Profitability Index (PI)
	1.3

	Internal Rate of Return (IRR)
	9%
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