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[bookmark: _Toc95860218]Executive summary 

This report aims to analyse the financial statement and determine the ratios for 2019 - 2020 and to find out the fluctuations that will help the Hotel management to make an economic decision in the future for Jurys Inn company.
Financial statement analysis is a strategy for assessing the organization's risks, profitability, economic wellbeing, and growth expectations.
This information can be used to demonstrate a business's performance activity to a third party, such as investors or government entities, or for tax reasons. Alternatively, it can assist the business shareholder(s) in making more knowledgeable strategic choices.
Provide both internally and externally partners with a good understanding of what's going on financially within a business, e.g., it can assist investors in determining whether a company will be able to pay the debts based on its cash flow.
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Jurys Inn maintains and runs a hotel business across the United Kingdom and Northern Irland (Jurys, 2022). The firm accounts are immediately provided to the Chief Executive, who discusses the ratios for the years 2019 and 2020 to help in the study of Jurys Inn's financial information. The financial statement for the previous two years will help to assess the factors that impact the ratios and will provide a thorough understanding of the company's profitability, liquidity, and gearing (Business,2022). Assessing the outcomes over the past two years will serve in highlighting the differences between estimated and actual brand equity and to identify the different trend ratios that will examining in this report and will offer an overview about the financial situation at Jurys Inn company.
Through this report, methods for the ratios will be used to support the development of the concept and improvement where necessary with the purpose of having a successful business and to set the budget that will be required.
To be able to have the right information that the Executive Chief will need to decide about the company progress it will be available the Profit and Loss statement for the years 2019 and 2020 along with the balance sheet on 31st August. The balance sheet is essential because it offers an image of a company's assets, liabilities, and equity is an excellent indicator of how well it is operating as well as its security.
The profit and loss statement is a useful financial report for management choices because it allows them to see the actual figures within the company.
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Profit and Loss Account
	
	2019
	2020

	Sales
	5.500
	6000

	Less: cost of goods sold
	
	

	Opening Stock
	750
	900

	Purchases
	500
	850

	Less: Closing Stock
	(800)
450
	(900)
850

	Gross Profit
	5,050
	5,150

	Less: Expenses
	
	

	Rent
	200
	225

	Rates
	80
	80

	Motor Expenses
	90
	90

	Advertising
	75
	88

	Light and Heat
	72
	98

	Depreciation
	100
	110

	Insurance
	65
	65

	Repairs
	160
	90

	Bad Debts
	40
	78

	Salaries
	140
	135

	Loan Interest
	20
1,042
	18
1.077

	Net Profit for the Year

	4.073
	4.008



Balance Sheet on 31st August 
	
	2019
	2020

	Fixed Assets(at net book value)
	4.500
	4.650

	Current Assets
	
	

	Stocks
	1.450
	1.420

	Debtors
	1.600
	1.800

	Cash at Bank
	10
	15

	Cash in Hand
	5
3.065
	5
3.240

	Current Liabilities
	
	

	Trade Creditors
	800
	870

	Accruals
	239
	246

	Bank Overdraft
	300
1.339
	500
1.616


	Net Current Assets
	1.726
	1.624

	Total Assets Less Current Liabilities
	6.226
	6.274

	Long-Term Liabilities
	
	

	Bank Loans
	145
6.076
	150
6.129


	Represented by:
	
	

	Capital
	2.068
	2.056

	Profit for the Year 
	4.008
6.076
	4.073
6.129


Figure 2
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	Formula
	Ratio
	2019
	2020

	Gross profits/sales x 100
	Gross Profit
	5050/5500 x 100= 92%
	5150/6000 x 100= 86%

	Net Profits of the Year/ sales x 100
	Net Profit
	4008/5500 x 100= 73%
	4073/6000 x 100= 68%

	Net Profits of the Year + loan interest/ total assets less current liability x 100
	ROCE
	4008 +20/6226 x 100= 65%
	4073 +18/6274 x100= 65%

	Sales/total assets less current liability
	Total assets turnover
	5500/6226= 0.88 days
	6000/6274= 0.95 days

	Sales/ Net profit assets
	Working capital turnover
	5500/1726= 3.18
	6000/1624= 3.69

	Current assets total/current liabilities total
	Current ratio
	3065/1339= 2.28
	3240/1616= 2

	Current assets total-stock/current liabilities total
	Quick ratio
	3065-1450/1339= 1.20
	3240-1420/1616= 1.12

	Debtors x 365 days of the year/ sales
	Debtor days
	1600x365/5500=106.18 days
	1800x 365/6000= 109.5 days

	Trade creditors x 365 days/ purchases 
	Creditor days
	800x 365/500= 584 days
	870x365/850= 373.58 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= 0.19
	(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= 200.65
	4073+5/18= 226.55


                                                Figure 3	

Figure 4 created by me (representation ratio)
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Profitability ratios are used by analysts and investors to assess a company's ability to generate profit over time using sales, understand financial assets, capital expenses, and investors' capital. Statistics indicate how well a company uses resources to create income and profit for  investors. (BBC, 2022).
Figure 5(created by me)
Net profit margin, gross profit, Roce, asset turnover, and working capital turnover are the profitability ratios displayed in Figure 3.
The Net profit margin of Jurys Inn suggests a decline by 5% in 2020 where the result was 68% in comparison with 2019 where was 73%, this trend decline means that the hotel is adequately limiting its costs. The formula that represents the Net Profit Margin is Net profit/Sales x 100=%.
The gross profit margin is the percentage of a company's revenue that is made up of gross profit. The costs in the hospitality sector are incurred in operations rather than in the cost of items supplied, hence the gross profit margin should be considerable. The gross profit is a profit ratio that demonstrates the statement of income and total net sales revenue. It is a common tool for assessing a business's operating efficiency.
The hotel's gross profit reaches 40%, with a result of 92 per cent for 2019, and 86 per cent for 2020, anyway the comparison between the two years is different because present a decline of -6% since 2019 however it appears that sales are still profitable. The formula that is used to determine the gross profit margin: Gross profit/Sales x 100=%
The Return on Capital Employed margin is also important to the hotel to compare their business to others in the same sector and determine their success. In this scenario, the Roce for both years is the same, with results of 65 per cent, indicating that the organization is efficient in managing resources and that it can produce investments in tools and materials that the hotel requires to create a return.
The formula for Roce margin: Profit before interest/total assets current liabilities x 100 = %
Since 2019 when the total assets turnover was 0.88 times, has increased in 2020 by 0.07 times which shows that also working capital turnover has increased in 2020 by 0.51 times, Jurys Inn generate more sales in 2020, which means a positive trend for the business.

[bookmark: _Toc95860224]Liquidity 

Liquidity ratios assess a company's capacity to meet its financial obligations to pay off debt. Liquidity ratios indicate the cash that a corporation has available to meet its obligations. Current liabilities are those that are due within 12 months.
The current ratio, quick ratio, debtors' days, and creditor days are all displayed at this point.
Figure 6 (created by me)
The present ratio is 2.28 in 2019 and 2 in 2020, indicating that the firm is in good shape and has adequate cash to pay off any obligations, these figures allow the business to invest somewhere else within the company but also give shareholders a solid opportunity to trust. 
This business's liquidity quick ratio is 1.20 for 2019 and 1.12 for 2020, indicating that it can still pay its present liabilities 1.16 times over using its most liquid assets. A ratio greater than one shows that a company present a healthy liquidity score which means that has adequate cash or cash equivalents to meet its short-term financial responsibilities and remain in business.
When we look at the debtor days and creditor days, we can see that the corporation is experiencing difficulties with cash and the deadline for paying its obligations. For example, in 2019, the debtor days were 106.18 and the creditor days were 584 days, and in 2020, the statistics are 109.5 for debtor days and 373 days creditors. This is due to the company's inability to satisfy the legal duty to pay in 12 months.

[bookmark: _Toc95860225]Gearing

Financial gearing ratios are a collection of widely used financial measures that evaluate the company's debt to other financial indicators like equity or assets. These are a type of financial force that defines how much of this company actions are financed by shareholder equity as opposed to debtor finances.
Figure 7(created by me)

Debtors’ days in comparison with the year 2019 where was 0.19, in the next year has increased with 0.03 and the interest cover presents for both years a positive trend as can be seen in the figure above where these results display that for two years Jurys Inn can easily pay the interest expenses on outstanding debt. The interest cover has increased in 2020 by 25.9 which means that the company is not struggling with the payments.
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The hotel management is a vast part of the service industry that includes small subcategories related to the tourism businesses.
The hotel sector is reliant on tangible and capital resources, a specialised analysis of financial characteristics is required to effectively assess the industry and particular performing of the company. (Tsai, 2010). The financial ratios listed below can be employed to assess businesses in the hospitality industry.
Using the adequate ratio help the business to evaluate the losses, improvements and to set up the goals.
Understanding financial ratios enable shareholders to assess the financial performance of multiple businesses from the hospitality sector, accounting measures can also be evaluated inside the same business. This is done by examining the same company's financial ratios throughout time (Bragg, 2022).
Another important advantage of financial ratios based on inter evaluation is the capacity to assess a company's health. Existing shareholders lose when a company liquidates. The ability to assess the possible risk of bankruptcy is aided by certain accounting analyses.
Financial ratios are classified into profitability, liquidity, and gearing, and the corporation can measure its performance using its ratios and formulas (ACCA, 2022).
[bookmark: _Toc95860227]Benefits and Limitations of Ration Analysis 

The Ratio Analysis is the important measure used in credit agreement to control a firm ’s financial performance and provide key information about a company's previous performance, forecasting a business's expected performance prospects, analysing the company's outcome, and risk evaluation. Financial ratios are also used by accounting experts to evaluate the major variable of interest in their research investigations (Faello, 2015).
Before relevant data can be analysed, information of a non-financial type will be considered. Ratio analysis identifies the business's strong and weak points in two different ways. Initially, by evaluating performance level to previous performance, and then by comparing the business's performance to the industry within the whole or other businesses (Invest, 2022).
The uncertainty in establishing terminology like gross profit, capital employed, operating profit, current assets, and so on causes ratio analysis to be distorted, and ratios based on diverse notions can be deceptive.
A single ratio cannot be used to make a choice. Before coming to any conclusions, the accountant must apply different ratios and other types of financial statements to determine the company efficiency. 
To have a clear perspective of the company's situation, suitable standards that can be generated from previous records and competitors’ statistics should be employed.
Because ratio analysis varies from business to business, it is difficult to compare two organisations from other industries because the ratios may differ (Finance, 2022).
Most of the values can be seen on the Historic Cost and Revenue Report, which displays the productivity for the entire year at the current cost, and Ratio Analysis makes use of Balance Sheet values, which are the situation of the business on a set date.
The impact of economic conditions on a company's success is not considered in ratio analysis.

[bookmark: _Toc95860228]Conclusion 

Jurys Inn is a tourism business with locations in the United Kingdom and Northern Ireland. This report contains data for the years 2019 and 2020, where the outcomes were less than satisfying for the Executive Chief since the ratios for 2020 are declining, indicating that it is not a good time for shareholders to invest and the company is at risk. As a result, the company can finance its operations by taking on debt because it can pay it back and generate more revenue without relying on investor funds.
Jurys Inn is utilising its resources efficiently, as evidenced by the ROCE ratio, and there were no modifications in accounting standards for both years. The gross profit margin has fallen in 2020 by having the result of 86% also the net profit has decreased at 68% in comparison with 2019 where was 73% but the company in the meantime looks that is still doing improvements over the years. The liquidity for the current ratio allows us to conclude that the company can cover its liabilities; however, the quick ratio is outside of the typical range, which is 1.20: 1 for 2019 and 1.12 for 2020. It will be recommended that the creditor’ days be reduced to pay within the timeframe which is required to 12 months to satisfy the legal deadline for paying the debtors and creditors. It is recommended to continue monitoring the financial statement evaluation in the following year, this should be done every 12 months to gather correct information about its achievement within the hospitality sector.
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Gearing Ratio

2019	
Debtors Ratio	Interest Cover	0.19	200.65	2020	
Debtors Ratio	Interest Cover	0.22	226.55	


Ratios

2019	Gross profit	Net profit	ROCE	Total Assets turnover	Working Capital turnover	Current ratio	Quick ratio	debtor days	Creditor days	Debt days	Interest cover	92	73	65	0.88	3.18	2.2799999999999998	1.2	106.18	584	0.19	400.65	2020	Gross profit	Net profit	ROCE	Total Assets turnover	Working Capital turnover	Current ratio	Quick ratio	debtor days	Creditor days	Debt days	Interest cover	86	68	65	0.95	3.69	2	1.1200000000000001	109.5	373	0.22	226.55	Declined ratio 2019/2020	Gross profit	Net profit	ROCE	Total Assets turnover	Working Capital turnover	Current ratio	Quick ratio	debtor days	Creditor days	Debt days	Interest cover	




Profitability ratios

2019	
Net profit	Gross profit	ROCE	Asset turnover	Working capital turnoover	0.73	0.92	0.65	0.88	3.18	2020	
Net profit	Gross profit	ROCE	Asset turnover	Working capital turnoover	0.68	0.86	0.65	0.95	3.69	



Liquidity Ratio

2019	Current Ratio	Quick Ratio	Debtors Days	Creditor Days	2.2799999999999998	1.2	106.18	584	2020	Current Ratio	Quick Ratio	Debtors Days	Creditor Days	2	1.1200000000000001	109.5	373	
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