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Executive Summary

The purpose of this report is to analyse the financial ratios of the hospitality company by measuring its performance, key advantages compared to the present market competitors and make a suitable decision towards sustainable development and goals. The report also indicates the leakages and weakness. 
The ratio analysis has been discussed on profitability, liquidity and gearing in order to demonstrate the company Jurys Inn’s financial stability in both the year of 2019 and 2020. The focus of this report is to identify the weak points of this company and find a solution on this regard. On the other hand, point out the wealthy and healthy ratio calculations shown the company is performing and running well to pay off its liabilities, creating brand value, satisfying and building trust for the investors, create more customer satisfaction increase sales etc.
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(Jurys Inn, Derby, UK)

Introduction

Jurys Inn is a hotel group headquarters in Dublin, Ireland and functioning in United Kingdom and Northern Ireland. It has 38 hotels in UK, 4 in Ireland and 1 in Chech Republic including 7500 rooms and over 4000 employees.   

The Company Accountant for the UK region has demonstrated and depicted a report for the Chief Executive of Jurys Inn addressing the ratio analysis on the basis of the data has given in the financial years of 2019 and 2020. Assessment from the profit & loss account and balance sheet, it will allow Jurys Inn to compare between two years and identify the financial trends in these ratio calculations, it will also identify a reasonable and possible conclusion based on the profitability ratios, liquidity ratios and gearing ratios of the hotel chain.    

According to Hales J. (2011), it is important for any business manager to be aware of and need to understand the financial statements which are used in evaluating the performance and position of a business. 
Jurys Inn, the profit and loss statement (2019 & 2020) indicates the operating success and profitability, summarize revenue and expenses in each and every sectors. The balance sheet of this company indicates what it owns (assets), what it owes (liabilities) and how it is owned (owner equity). The better understanding of the current assets and current liabilities which is called working capital and the company is capitalized with long-term debt such as bank loan etc make the decision in the easiest way. Those are the influential data to determine that the company Jurys Inn is using its assets in an efficient way or not, because proper utilizing of assets is much essential to make the hotel chain profitable.   

The analysing of financial ratios, the aim is to identify the differentiation according to the expected results and performance of the hotel Jurys Inn. Firstly, identifying the three ratios such as profitability ratios, liquidity ratios and gearing ratio. In order to establish company’s budgets or forecast those ratio calculation and formulas to break-down and understand the efficiency in the past two years of time. It is important to identify if any variation occurs and why it has happened and how to resolved the inconsistency. Those financial ratios and the trends indicate the financial performance of the company towards its desired goal. 

The long-term solvency is required for the hospitality related company in order to attract the external bodies like investors to make more investment and make more diversified and ultimate goal of generating more profit.     








Financial Analysis of Jurys Inn (2019 & 2020):
Figure:1
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 current assets	Working capital turnover	5500/1726=3.19	6000/1624=3.7
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=106.18 days	1800x365/6000=109.5 days
Trade creditors x 365 days /Purchases	Creditor days	800x 365/500=584 days	870x 365/850=373.59 days
(Total current liabilities +Bank loan )( Total current assets + Fixed assets ) answers divided by one another	Debt days	(1339+150)/(3065+4500)=	1489/7565=0.19 day		(1616+145)/(3240+4650)=	1761/7890=0.22 day
Net profit of the year + Cash in hand / Loan interest 	Interest cover	4008+5/20=200.65	4073+5/18=226.55

Figure:2


Figure: 3
Graphical Presentation of Ratio Analysis


Financial Analysis Trends
Profitability
Profitability ratios identifies the company Jurys Inn’s financial performance, measure of generating profit and ability to create sustainable development within 2 years period of time.

“Financial metrics used to evaluate a company’s performance in terms of earning revenue, balance sheets, operating costs and investor’s equity during the specific time period” (Profitability Ratios: What it Is and Why It Matters, 2022).
The profitability ratio focuses on 5 different ratios in the above table shown that the (1) The Gross Profit Margin has decreased 6% in 2020 compare to 2019 though sales were increased £500 in 2020. The reason of gross profit decrease are as follows: it could be the supplier increase the price of individual products, as a result the higher cost of goods been sold. Sales could be fluctuated, but profit margin depends on how much the company is expected to get 40% benchmark. (2) The Net Profit Margin has also declined by 5% in 2020, it means Jurys Inn is not performing well or not performing in an efficient way rather than the year 2019. (3) ROCE (Return on Capital Employment) ratio has become same 65% in 2019 & 2020, it means Jurys Inn generating profits by same way of utilizing its capital or assets such as equipment, buildings etc. (4) The Asset Turnover has increased 0.8 in 2020 rather than 2019. It means the company generate more sales by efficiently using its capital or assets because the higher the asset turnover ratio, the better the company is performing and earning more revenue. (5) The Working Capital Turnover has also increased 0.51 in 2020 compared to 2019. It means the more sales has generated, it could be paid off short-term liabilities and decrease current liabilities and proper way of utilizing current assets.   
Liquidity

“Liquidity ratio also determine the company’s ability to pay long-term and short-term liabilities such as loan interests, utility bills etc.” (Sembiring, 2020). 
On the other hand, if the liquidity ratio is greater than 1 means the company is performing well and healthy to mitigate its current liabilities or expenditure. Jurys Inn has (1) Current Ratio was 2.00% which has decreased 0.29% in 2020 compared in 2019, but still above 1. (2) Quick Ratio in 2020 was 1.13% which has also decreased 0.08% in 2020 rather than 2019. (3) Debtor days – increased by 3.32 days in 2020, which means less cash available compared to 2019.    
Gearing

The Gearing ratio analysis the company’s financial relations with the capital and borrowing money from the lender such as bank, financial authorities etc. The gearing ratio between 25% to 50% indicates the company is in healthy situation. But if the gearing ratio below 25% would be considered low-risk for both the investors and the financial lenders. “Gearing ratio can be reduced by selling shares, increase the shareholder equity, reduce company’s operational costs and overall increase the profit margins” (Gearing Ratio: Definition, Formula and Examples CMC Markets, 2022). 
Knowledge from Ratio Analysis

Ratio analysis can reveal and identify the company’s SWOT analysis, which means strengths, identify the weaknesses, opportunities and threats. 
According to Palmer (1983), ratio analysis helps in determining and indicating: company’s ability to control operating expenses, relation to increase sales, changes in gross and net profit, reflects the number of days it takes to sell the inventory, indicates the relationship of the owner’s and creditor’s positions, it shows the ability of the company to pay its current liabilities, how the company is utilizing its assets within a certain period of time.   

Benefits and Limitations of Ratio Analysis
Advantages of Financial Ratio Analysis (2022), “Ratio analysis indicate the company’s performance and the efficiency, short-term and long-term liabilities and liquidity, planning, forecasting and budgeting etc”. The ratio calculation measure how the company is performing in a certain period of time and also make a comparison with its competitors. It also identifies the gaps and potential threats for the company. By evaluating of the ratio analysis indicate how to mitigate the short-term and long-term liabilities in a certain period. It also gives a clear concept regarding forecasting and planning ahead and gives overall operating efficiency. 

Limitations of Ratio Analysis Accounting (2022), “Ratio analysis may give wrong results and not giving any information about global recession, predetermined benchmark of profit margin, company’s background is overlooked in certain period etc”. It is not a current analysis and giving the current sales fluctuation. In the inflation or price hike situation, ratio analysis can’t predict the present situation and also ignored the qualitative factors and misleads the management.     



Conclusion 

By analysing the company Jurys Inn financial ratio, in 2020 sales has increased that means company’s credibility has increased, market share has increased in terms of customer acceptance and product and services are being accepted. But on the other hand, gross profit has decreased, it could be the supplier increase the product price and increased maintenance costs. In the balance sheet account, current assets are the combination of cash in bank, cash in hand, stock inventory, debtors etc. In 2020, current assets have increased £175, which means the company is growing than the previous year. On the other way, Jurys Inn’s current assets are more than current liabilities, that means the company has positive working capital which ensure to cover short-term liabilities. The current liabilities in 2020 have increased because trade creditors, accruals and bank overdraft have increased, that means more inventory purchased and more expenses paid in arrears such as utility bills. The increase of liability is an acceptable level, otherwise the company need to sell its assets to pay off liabilities. If the company sold its assets, it will be lost the credibility to the investors and decrease the company value. Net current assets decreased because the company lose value of market fluctuations.    
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