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Executive Summary 
[bookmark: _bh0qufhcr0hq]This report evaluates the financial performance and strategic financial position of Host Hotels & Resorts and develops recommendations to strengthen long-term financial sustainability and shareholder value. The analysis examines profitability, liquidity, efficiency, leverage and working capital management using financial ratios and industry benchmarking, together with an assessment of investment appraisal techniques and capital budgeting decisions. The findings indicate that while Host Hotels & Resorts benefits from a strong portfolio of premium hospitality assets and stable operational performance, liquidity pressures, capital-intensive operations and debt obligations present ongoing financial challenges. To improve financial resilience, the report recommends enhancing working capital management through better receivables collection, dynamic pricing, AI-supported revenue management and cash forecasting. Strategic restructuring initiatives, including selective asset divestiture, debt refinancing and ESG-linked financing, are also proposed to optimise the capital structure. Among the investment alternatives, Project C is recommended because it delivers the highest financial return and is the only project with a positive Net Present Value. Overall, the report concludes that disciplined capital allocation and sustainable financial strategies will strengthen Host Hotels & Resorts' long-term competitiveness and shareholder value.
[bookmark: _il29rvdim532]
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[bookmark: _Toc234367461]Introduction 
[bookmark: _rcyncg7mwwai][bookmark: _Toc234367462]Company Background 
Host Hotels and Resorts, Inc. is an industry of the world and publicly traded lodging real estate investment trust (REIT) which focuses on the ownership of luxury and upper-upscale hotel real estate. The Company was founded in 1927 and is headquartered in Bethesda, Maryland as a self-managed and self-administered umbrella partnership REIT under the name Host Hotels & Resorts, L.P., with outside partners owning about 1% of the partnership interests as of 2025 (Yahoo Finance, 2026).
[bookmark: _Toc234367463]Aim and Scope of the Report 
This report compares the financial results of Host Hotels and Resorts in the last five years through financial statement and ratio analysis to determine the profitability, liquidity, efficiency, gearing, investment performance, and cash flow. It also analyzes the working capital management of the Company and offers feasible financial restructuring measures to enhance the long-term financial sustainability. The report also evaluates three investment projects based on capital budgeting methods to aid investment decision-making and ends with a critical reflection on the application of artificial intelligence (AI) to create the analysis and recommendations.

[bookmark: _nh2mypwpm5wf][bookmark: _Toc234367464]Task 1: Financial Health Check
[bookmark: _5tqmkdqh34x8][bookmark: _Toc234367465]1.1 Five-Year Financial Statement Analysis 
The financial statement analysis of Host Hotels & Resorts during the 2021-2025 period shows a highly post-pandemic recovery and then a stable growth in its operations. Total revenue increased consistently from US$2.89 billion in 2021 to US$6.11 billion in 2025, representing more than a twofold increase. The increase was largely due to an increase in room revenues, which increased to US$1.86 billion to US$3.61 billion, and an increase in food and beverage revenue and other operating revenues. In 2025, the introduction of condominium sales diversified revenue streams further as part of the proactive portfolio management strategy of the Company (Host Hotels and Resorts Annual Report, 2025).
There was also increased improvement in operating performance. In 2021, the Company experienced an operating loss of US$250 million due to the residual impact of the COVID-19 pandemic, after which it regained profitability with operating income growing to US$775 million in 2022 and US 855 million in 2025. Although operating profit grew overall, the modest decline from US$875 million in 2024 to US$855 million in 2025 indicates that rising operating costs, depreciation expenses and interest charges partially offset revenue growth. In the same manner, net income available to the shareholders rebounded to a loss of US$11 million in the year 2021 to US$765 million in the year 2025, which indicates enhancing earnings power and financial strength (Host Hotels and Resorts Annual Report, 2025).
The financial position of the Company was stable during the period. Total assets increased from US$12.27 billion in 2022 to approximately US$13.05 billion in 2025, largely reflecting continued investment in high-quality hotel properties and strategic investments in affiliates. Although total liabilities increased, as previously stated by US$5.39 billion to US$6.32 billion, the level of debt was relatively restrained, indicating a disciplined financing despite increased borrowing expenses. The equity of shareholders was consistently greater than US$6.6 billion, which shows that the capital base is strong and can facilitate future investments (Host Hotels and Resorts Annual Report, 2025).
There was more volatility in cash management. Cash and cash equivalents increased from US$667 million in 2022 to US$1.14 billion in 2023, before declining to US$554 million in 2024 and recovering to US$768 million in 2025, reflecting ongoing capital expenditure, debt servicing and investment activities (Host Hotels & Resorts Annual Report, 2025). Despite the increasing cash flows and enhancement of profitability, the sustained investment in property upgrades and redevelopment projects led to a significant capital expenditure, which is in line with the Company strategy of having a high quality of luxury hotels. In general, the five-year financial statements show that Host Hotels & Resorts has managed to reclaim profitability after the pandemic and retains a strong asset base and financial flexibility to sustain long-term growth.

[bookmark: _o2m27rupziys][bookmark: _Toc234367466]1.2 Ratio Analysis 
[bookmark: _uhikwa7nux1][bookmark: _Toc234367467]1.2.1 Profitability Ratios
Net Profit Margin
Net Profit Margin is the ratio of revenue to net profit and indicates the overall profitability of the Company considering all the operating and non-operating expenses (Allianz Trade, 2024). Host Hotels & Resorts experienced a negative margin of -0.59% in 2021 as a result of the negative impact of the COVID-19 pandemic on hotel operations. Nevertheless, in 2022, the ratio has risen significantly to 21.33% and has been fairly stable at 20.64% to 23.18% between 2023 and 2025. This steady profitability signifies efficient cost management, enhanced occupancy rates, higher room rates and a successful rebound in travel demand. This was enhanced by the premium hotel portfolio strategy by the management, better RevPAR and ADR growth, and cost discipline as global travel demand resumed. [Refer to Appendix a]
EBITDA Margin
The EBITDA Margin is an evaluation of the operating profitability of the Company without depreciation, interest and taxation. The ratio increased significantly from 5.49% in 2021 to 24.29% in 2023, before moderating slightly to 21.04% in 2024 and recovering to 22.67% in 2025. The net positive growth reflects better operating efficiencies and greater cash-generating ability despite the inflationary pressures and rising operating costs. The high EBITDA margin is a positive indication of how the management has concentrated on operational efficiency, revenue maximisation and disciplined cost amidst inflation, rising labour costs and escalating utility costs.  [Refer to Appendix a]
[bookmark: _m1l1z4vw8yr4][bookmark: _Toc234367468]1.2.2 Asset Efficiency Ratio
Accounts Receivable Turnover
Accounts Receivable Turnover is an indicator of the effectiveness of the Company in collecting outstanding customer payments (Luther, 2022). The ratio rose 28 times in 2021 to 96 times in 2025, which clearly has higher rates of collecting receivables and better working capital use. The enhancement signifies good credit management and the prevalence of electronic payment systems in the hospitality sector. The increased direct bookings are the reason behind the higher turnover, the quicker settlement among the corporate patrons and the adoption of digital payment systems by the management, which accelerated cash collection.  [Refer to Appendix a]
Total Asset Turnover
Total Asset Turnover measures the efficiency of total assets in generating revenue. This ratio grew steadily between 0.15 in 2021 and 0.28 in 2025, and it is implied that Host Hotels and Resorts began to generate an increasing amount of revenue on its hotel property portfolio. The company is in a capital-intensive industry, but the gradual growth shows that the company has increased the use of hotel assets due to the recovery of world tourism. The slow growth suggests that the management exploited the available luxury hotel assets to the fullest as the occupancy and international tourism started recovering after the disruptions during the pandemic. [Refer to Appendix a]
[bookmark: _77asek5h00cf][bookmark: _Toc234367469]1.2.3 Liquidity Ratios
Current Ratio
Current Ratio indicates how the Company can cover the short-term liabilities with current assets (Allianz Trade, 2024). Host Hotels and Resorts had a high ratio of over 2.5 in 2021-2023 and it dropped to 0.10 in 2024, indicating a temporary liquidity strain due to an increase in current liabilities and investment activities. The ratio recovered to 2.11 in 2025, indicating improved short-term financial stability and better working capital management. The short-term decrease is indicative of massive capital spending and increased short term liabilities on property investments whereas the ensuing increase is indicative of better liquidity management. [Refer to Appendix a]
Cash Ratio
Cash Ratio reflects the most conservative type of liquidity measure since it only looks at the cash and cash equivalents. The ratio declined from 2.48 in 2021 to 0.05 in 2024 before recovering to 1.13 in 2025. Although the 2025 improvement has occurred due to the temporary worsening, the fact that the Company has improved its immediate cash position and the capacity to meet short-term commitments without the help of inventory or receivables remains. The reduced cash positions in 2024 were affected by investment expenditure and financing obligations, but the recovery in 2025 depicts that there is a greater generation of operating cash and cash preservation. [Refer to Appendix a]
[bookmark: _xpcv71d7w655][bookmark: _Toc234367470]1.2.4 Returns Ratio
Earnings Per Share (EPS)
The Earnings Per Share is the profit per share of the ordinary stock. EPS rose to an average of US$1.12 in 2025, compared to an average of US$0.02 in 2021, which is an indication of consistent growth in profitability and a value addition to shareholders. The long-term EPS growth indicates the better operating profitability, the good allocation and the management capacity to transform the higher hotel revenues into higher shareholder returns. [Refer to Appendix a]
Price-to-Earnings (P/E) Ratio
The Price-to-Earnings Ratio is a ratio that compares market price with earnings per share and depicts investor expectations (Ali et al., 2022). The very high ratio of 841.38 in 2021 was due to very low earnings and not a high market valuation. The ratio later stabilised at 13-16 in 2022-2025, which means that the market valuation was closer to the improved financial performance of the Company. The stabilised valuation shows that the investor confidence was high because earnings have been restored and there is no doubt about long-term growth and financial performance of the company. [Refer to Appendix a]
[bookmark: _2s91nq70eazp][bookmark: _Toc234367471]1.2.5 Cash Flow Ratios
Operating Cash Flow Ratio
The Operating Cash Flow Ratio provides an analysis of the liquidity of the Company to cover current liabilities with its operating cash (Seretidou et al., 2025). The ratio improved from 0.90 in 2021 to above 2.20 in 2022, 2023 and 2025, despite a temporary decline in 2024. The trend shows that the operating activities tend to create enough cash on hand to meet the short-term financial requirements. The better operating cash flows show that the management can turn the hotel revenues into cash amidst seasonal demand changes and increase in operating costs. [Refer to Appendix a]
Free Cash Flow Ratio
Free Cash Flow Ratio is a measure of financial flexibility and the amount of cash left after spending on capital. The ratio improved to 0.07 in 2021 and to 0.24 to 0.30 in 2022-2025, which is evidence that Host Hotels and Resorts continue to produce positive discretionary cash as it also invests in hotel renovations and portfolio improvement. This enhances the ability of the Company to finance the future growth, pay down debt and pay shareholder returns. The positive free cash flow is indicative of the disciplined capital investment, allowing Host Hotels to renovate high-end properties without limiting the financial capabilities of strategic investments in the future. [Refer to Appendix a]
[bookmark: _bm8b7211x81o][bookmark: _Toc234367472]1.3 Trend Analysis: Strengths and Financial Threats 
Strengths
High Asset Base and Positive Cash Flow: The Company has total assets of about US$13.05 billion in 2025 and a continuously positive operating cash flow after 2022 (Host Hotels & Resorts Annual Report, 2025). Such solid financial stance gives it the flexibility to fund capital investments, fund debt liabilities and long-term expansion.
Brand Resilience: Since the owner of premium hotels was under internationally recognised brands, Host Hotels and Resorts was resilient to market disruptions. A firm brand equity boosts customer confidence, speeds up the ability to recover external shocks and increases competitive advantage in the long run (Rego et al., 2021).
Financial Threats
Expensive Interest and Growing Debt: Future profitability and financial flexibility can decline due to high interest rates and increasing debt levels as long as interest rates stay high.
Economic Slowdown, Inflation and Occupancy Risk: The constant inflation has caused higher operating expenses in the hospitality industry, and economic uncertainty will undermine the demand of corporate and leisure travel. Reduced occupancy in economic crises may have a negative impact on revenue generation and cash flow, and put a strain on future financial performance (Nabernegg et al., 2024).
[bookmark: _4o2j4jmj40qh][bookmark: _Toc234367473]1.4 Liquidity Benchmarking Against Industry
Host Hotels and Resorts is a premium hotel and lodging REIT sector in the market alongside other hotel chains like Marriott International, Hilton Worldwide, and Park Hotels and Resorts that compete in luxury and upper-end hotel markets (Hollander, 2022). Host Hotels and Resorts have a fairly good liquidity position as compared to the hospitality REIT industry. Its Current Ratio of 2.11 and Cash Ratio of 1.13 in 2025 surpass the usual industry standard of about 1.0 2.0 on the Current Liquidity, showing it has a higher ability to pay the short-term liabilities. Though liquidity was shaken in 2024, the quick recovery in 2025 is indicative of a well-managed working capital. Host Hotels and Resorts overall have a better liquidity measure than the industry average, giving it more financial freedom to deal with market uncertainty and invest in the future. 
[bookmark: _2ekx0nm5l6hz][bookmark: _Toc234367474]Task 2: Working Capital Management Analysis 
[bookmark: _yy8kpj6vmxus][bookmark: _Toc234367475]2.1 Assessment of Cash Operating Cycle 
Cash Conversion Cycle
The Cash Conversion Cycle (CCC) is a measure of how long it takes a business to turn the cash invested in operating activities into cash inflows through customers. A lower CCC indicates better management of working capital since it minimizes the time in which cash is blocked in business activities thus enhancing liquidity and profitability (Stavropoulos and Zounta, 2025).
Assessment of Efficiency
Host Hotels and Resorts show a better operating cycle on cash between the review period. Accounts Receivable Turnover ratio grew to 28 times in 2021 to 96 times in 2025, which implies that the company collects its receivables much faster and has more robust cash flows. Such an improvement indicates proper management of credits, increased utilization of electronic payment systems and efficient receivables administration, which mitigate the necessity of extra short-term financing (Luther, 2022).
The Total Asset Turnover ratio increased continuously as well, 0.15 in 2021 and 0.28 in 2025, proving that the Company received an increasing amount of revenue on the hotel property portfolio. The ratio is not very high, as the hospitality industry is very asset-intensive, but the increasing trend shows that assets of the hotels are better utilised after the recovery in the travel demand.
[bookmark: _ykphw0z3h475][bookmark: _Toc234367476]2.2 Working Capital Challenges 
The nature of the hospitality industry presents a number of working capital challenges to Host Hotels & Resorts. Seasonal demand would result in varying occupancy rates and room rates resulting in lumpy cash flows across the year. The Company also has to spend significant maintenance and renovation costs to maintain the quality of its luxury hotel portfolio, which generates cash outflows. Being a capital-intensive venture, hotel properties restrict liquidity and raise reliance on long-term financing. Additionally, the short-term liquidity can be influenced by cash flow variations caused by the shifting travel demand, economic risks and unpredictable market shocks. Increased interest payments on debt funding also add financial strain through reduced operating cash to invest and pay shareholders. To remain financially resilient, effective cash flow management and constant monitoring is thus needed (Lulaj and Mínguez-Vera, 2024).
[bookmark: _rmvvc8t5v9wr][bookmark: _Toc234367477]2.3 Strategies to Improve Liquidity 
The liquidity of Host Hotels & Resorts can be reinforced with various working capital reforms. Receivable collection through advance payment encouragement, automated billing and tightening of credit controls would expedite cash inflows and decrease receivables. Dynamic pricing can be adopted to optimise room rates based on seasonal demand and customer behaviour to maximise revenue and enhance cash generation (Talón-Ballestero et al., 2022). Host Hotels ought to speed up the collection of corporate travel contracts and group bookings by using automated invoicing and digital payment systems, enhancing cash collection and minimizing working capital. A five-day reduction in average receivable days may enhance operating cash flow by about 2-4% and increase liquidity and decrease dependence on short-term financing.
A more precise cash forecasting would allow the management to predict the need of liquidity, capital expenditure and act in advance to changes in demand. Moreover, the data can help in improving the forecast of demand, optimise prices and maximise occupancy of rooms by investing in AI-based revenue management systems (Kazmi, 2026). Lastly, the constant monitoring of working capital through important performance indicators like receivable turnover and cash conversion rates would allow prompt corrective measures. Revenue management by AI must focus on the high-RevPAR luxury hotels, maximising occupancy and room rates, and enhancing operating cash flows during periods of seasonal demand. All of these measures would enhance liquidity, enhance operational efficiency, and increase long-term financial flexibility of the company.
[bookmark: _wc5wbtmuy79d][bookmark: _Toc234367478]2.4 Short-Term vs Long-Term Financing 
Bank overdrafts, commercial papers and revolving credit facilities are short-term sources of financing that offer quick liquidity and flexibility in operation to meet short-term needs of working capital. Nevertheless, these sources tend to expose the Company to refinancing risk and an increase in the costs of interest. Conversely, bonds, equity funding, REIT capital raising and long-term loans are more reliable source of funding hotel purchases, renovation and strategic growth, but are associated with increased costs of issuing or dilution of shareholders. Since Host Hotels & Resorts is capital-intensive, long-term financing is more appropriate since it matches the maturity of financing with long life hotel properties and minimizes refinancing risk. Even though short-term facilities are also beneficial in seasonal liquidity, the company needs to focus on long-term funding with selective utilisation of revolving credit in order to hold financial flexibility and maximise long-term shareholder value (Edmans et al., 2022).
[bookmark: _80ysd2z17fx5][bookmark: _Toc234367479]Task 3: Strategic Financial Restructuring Plan 
[bookmark: _drayuz9nna3j][bookmark: _Toc234367480]3.1 Recommended Financial Restructuring Options
Host Hotels and Resorts ought to pursue a diversified financial restructuring approach to enhance its long-term financial position and help in sustainable growth. The first option to focus on should be selective asset divestiture by selling underperforming or non-core hotel properties. This would free up capital, enhance asset utilization as well as additional capital to invest in more profitable luxury assets. Host Hotels must sell off lower-RevPAR or non-core hotel properties, and invest the proceeds into more profitable luxury hotels in large gateways and resort destinations.
The company must also seek to refinance its debts by replacing the expensive debt with cheaper and longer-term debts. Since the total debt was still at US$5.0 billion in 2025, refinancing would decrease the cost of financing, enhance the cash flows and reduce the refinancing risk (Friewald et al., 2022). A lower interest rate of 1% to refinance US$5.0 billion of debt would save the company about US$50 million in annual finance expenses and enhance cash flow and coverage of interest.
Host Hotels and Resorts should also go ahead and form strategic alliances with international hotel operators and institutional investors to distribute investment risk, increase market penetration and enhance operations. Premium hotel acquisitions can be made with the help of strategic alliances with institutional investors around the world and without excessive capital investments and balance-sheet flexibility in the future. 
Lastly, more ESG-related financing, including sustainability-linked loans and green bonds, would facilitate environmentally responsible hotel construction, as well as enhance access to responsible funding markets. The sustainability-linked debt can be used to fund energy-efficient hotel renovations, enhance ESG performance, and expand access to environmentally-oriented institutional investors. 
Together, these restructuring efforts would improve financial resilience, streamline capital distribution and place the Company in a long-term growth position.
[bookmark: _chm9or6exg2o][bookmark: _Toc234367481]3.2 Impact on Financial Performance
The restructuring plan suggested will lead to an increase in financial performance and shareholder value in the long run. Portfolio optimisation and selective asset divestiture would allow Host Hotels and Resorts to focus resources on better performing assets, helping to enhance profitability and ROI. Given the Company's 2025 net income of US$765 million and total assets of approximately US$13.05 billion, greater asset efficiency could further enhance earnings performance.
Debt refinancing would enhance the debt structure of the Company by increasing debt maturity and cutting down on interest costs, which would enhance cash flows and decrease financial risk (Friewald et al., 2022). Less financing load would also enhance liquidity and offer more flexibility in operations to pursue property renovation and strategic investments. Equity issuance would dilute the current ownership, but it would also make the balance sheet strong and less reliant on debt financing. The redistribution of capital between the low performing assets and high-end hotels would result in a 4-8% increase in RevPAR and a 2-3% rise in the EBITDA margin in the medium term.
More so, ESG-linked funding and responsible investment activities can also help to reduce the cost of equity and enhance investor trust by the increased sustainability performance (Gonçalves et al., 2022). Sustainable financial strategies to enable the hospitality industry to create value to shareholders and other stakeholders at large rely more and more on long-term resilience and profitability (Corte et al., 2022). In general, the suggested restructuring will increase profitability, optimise the capital structure, enhance liquidity and sustainable shareholder value creation.
[bookmark: _fq88oyqs7orf][bookmark: _Toc234367482]3.3 International Financial Considerations 
Host Hotels and Resorts face a number of financial risks because it operates in global tourism markets. Foreign exchange risk can also influence revenues due to international travellers because the changes in exchange rates impact travel demand and spending patterns (Obi and Ogbeide, 2022). The high interest rates will raise the cost of borrowing, and high inflation will raise the cost of labour, utility and maintenance, pressuring operating margins. When assessing investment opportunities, the company will also have to take into account variations in taxation between jurisdictions. To minimize the exchange-rate and refinancing risks, Host Hotels should hedge significant foreign currency exposures of international tourism markets and match debt maturities to the estimated cash flows. With diverse funding sources and sound risk management, effective global expansion financing can minimize the financial uncertainty and promote sustainable international growth.
[bookmark: _ra8zcjsusonj][bookmark: _Toc234367483]3.4 Ethical and ESG Considerations 
Host Hotels and Resorts must incorporate environmental, social and governance (ESG) to its financial approach by focusing on sustainable hotel investments such as building energy-efficient hotels, adopting renewable energy sources and resource savings projects. These actions help to reduce carbon and reduce long-term operating expenses. Successful stakeholder relations and sustainable use of the environment bolster stakeholder trust, corporate image and long-term competitiveness in the global hospitality sector (Khalil et al., 2022). The firm must focus on green renovation of its luxury hotel brands, reduce energy expenses, advance carbon reduction goals and improve the value of its assets in the long term.
[bookmark: _31v9nkxwyy39][bookmark: _Toc234367484]Task 4: Investment Appraisal and Capital Budgeting 
[bookmark: _ggmqdgkesk01][bookmark: _Toc234367485]4.1 Investment Appraisal Techniques
Capital budgeting, or investment appraisal, is an evaluation process in finance that involves establishing whether investment projects could produce adequate returns and create long-term organisational value. The method aids managerial decision-making, as it evaluates anticipated future cash flows, profitability, investment risk, capital efficiency, and commits funds (EBSCO, 2024). Payback Period (PBP) is the time it takes to break even, which is a measure of project liquidity and risk. Accounting Rate of Return (ARR) is an assessment of average accounting profit in relation to the average investment. NPV approximates the value of cash inflows in the future minus the initial investment to estimate value creation. Profitability Index (PI) quantifies the value created per unit of investment, whereas the Internal rate of Return (IRR) determines the discount rate at which the NPV becomes zero to compare it to the required rate of return of the firm (EBSCO, 2024). 
[bookmark: _jl7os78r0jru][bookmark: _Toc234367486]4.2 Calculation of Investment Projects 
Investment appraisal helps organisations to determine whether the proposed projects can yield enough returns to warrant the amount of money invested. Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR) allow a comprehensive evaluation of liquidity, profitability and value creation compared to a single financial measure (EBSCO, 2024).
	Technique
	Project A
	Project B
	Project C
	Interpretation

	Payback Period
	4 years 6 months
	4 years 7 months
	3 years 7 months 2 days
	Project C recovers the initial investment fastest, reducing liquidity risk.

	ARR
	3.2%
	4.0%
	12.0%
	Project C provides the highest average accounting profitability.

	NPV
	–£6.57m
	–£6.11m
	£0.83m
	Only Project C creates positive shareholder value after discounting future cash flows.

	Profitability Index
	0.87
	0.88
	1.02
	Only Project C exceeds the investment acceptance benchmark of PI > 1.

	IRR
	–3.16%
	–7.55%
	7.58%
	Project C generates the highest return and is the only project with a positive IRR.


Project A has a total cash inflow of £54 million in five years and payback in 4 years and 6 months. The ARR of 3.2% shows that the accounting profitability is not very strong although the investment is recovered prior to the project completion. More importantly, the NPV of –£6.57 million shows that discounted cash inflows fail to recover the initial investment. Equally, the PI of 0.87 portrays that every pound invested would only yield 0.87 of present value and the negative IRR of -3.16% would confirm that the project is not generating the necessary amount of returns. Project A would therefore lower the shareholder value even though it would recuperate its initial value eventually. [Refer to Appendix b]
Project B generates regular annual cash flows of £11 million, and operating cash flows are relatively stable. Nonetheless, it’s payback period of 4 years 7 months is a little bit higher compared to Project A. The ARR increases slightly to 4%, which could be considered slightly better accounting performance. Still, the discounted analysis is not favourable as the NPV is -£6.11 million and PI is merely 0.88. Moreover, the IRR of -7.55% means that Project B provides returns lower than the necessary discount rate. Despite a more predictable cash flow, the project continues to kill economic value and ought to be rejected. [Refer to Appendix b]
Project C shows a significantly better financial performance on nearly all appraisal measures. This project breaks even in about 3 years and 7 months and offers the fastest capital payback of all options. It also records the highest ARR of 12%, indicating superior accounting profitability. Most significantly, Project C will have a positive NPV of £0.83 million indicating that discounted future cash inflows are greater than the original investment and hence, translate into shareholder wealth. The PI of 1.02 is confirmation that the present value of each pound invested returns 1.02, which is more than the minimum level of investment. In addition, the IRR of 7.58% is much higher than the other projects and it is the only positive investment return.
In general, the investment appraisal shows that Projects A and B do not meet the requirements of discounted cash flow due to the fact that both projects produce negative NPV, PI values less than one and negative IRRs. Conversely, Project C has been best in terms of liquidity, profitability as well as value-creation. Thus, the joint analysis of Payback Period, ARR, NPV, PI and IRR show that Project C is the only investment that can be considered financially viable and offers the most solid ground to invest in capital (EBSCO, 2024).
Sensitivity analysis 
In the base case, Project C yields a positive NPV of £0.83 million but when annual cash inflows reduced by 10 percent due to the reduced tourism demand, the NPV may turn negative, indicating that the project is sensitive to occupancy risk.
[bookmark: _Toc234367487]4.3 Comparative Evaluation of Projects 
An analysis of the three investment plans shows that there is a considerable variation in the profitability, risk, stability of the cash flow, return timing, and financial appeal at large. Project A yields moderate cash inflows that are uneven such that it has a payback period of 4 years and 6 months. However, its ARR of 3.2%, negative NPV of –£6.57 million, PI of 0.87 and IRR of –3.16% indicate poor profitability and shareholder value destruction. Project B offers the most predictable annual cash flows (£11 million/year), which decreases the uncertainty of operational cash flows. Nevertheless, it’s payback period of 4 years and 7 months is the longest, while the ARR (4%), NPV (–£6.11 million), PI (0.88) and IRR (–7.55%) remain financially unattractive, suggesting that stable cash flows alone do not guarantee investment success.
Project C has the best financial performance although the cash inflows are not evenly distributed. It has the shortest payback period (3 years and 7 months), highest ARR (12%), only positive NPV (£0.83 million), has PI more than one (1.02) and highest IRR (7.58%). These results show better value-creation and accelerated capital recovery. Arifaj et al. (2023) suggest that successful cash flow and proper financial management result in better financial performance, yet profitability is also determined by efficient resource allocation and leverages decision-making. On the whole, Project C is the most profitable, risk that is reasonable and can be accepted, return timeline and financial attractiveness in the long term, and so it is the most viable investment o
Risk analysis 
Project C has the best financial returns but is vulnerable to increased discount rates, inflation, and foreign exchange changes, climate-related interruptions, and slow business travel recovery, which may diminish future cash inflows.
[bookmark: _Toc234367488]4.4 Recommendation Based on Company Financial Position
According to the outcomes of the investment appraisal and the financial status of Host Hotels and Resorts, the company must go with Project C and abandon Projects A and B. Profitability ratios show that sustainable investment decisions must raise earnings in relation to assets and invested capital and not increase revenue (Allianz Trade, 2024). Project C is the best to achieve this goal as it yields the best ARR (12%), a positive NPV (£0.83 million), a PI of over one (1.02) and highest IRR (7.58%), which shows that it can create long-term shareholder value. Additionally, good liquidity is required in hospitality firms that have cyclic demand and capital-intensive businesses (Allianz, 2024). The reduced payback period of about 3 years and 7 months of project C enhances cash recovery and minimizes working capital pressure.
Financing wise, Project C is less demanding on debt capacity as the positive discounted returns it offers enhance the future cash generation, which favors financial flexibility. The investment is a good strategic fit with the goal of Host Hotels to invest in high-performing assets and pursue disciplined capital allocation. Project C implementation will result in a positive NPV of £0.83 million and maintain liquidity with a comparatively short payback period of 3 years and 7 months.
Scenario analysis 
In a high-case scenario, higher ADR and occupancy would value Project C, whereas in a worst-case scenario of recession and lower tourism demand, the management should delay or phase investment to safeguard liquidity and shareholder value.
[bookmark: _b5p8s8qf4uqe][bookmark: _Toc234367489]4.5 Capital Rationing Decision (£100 Million Budget)
Projects with a capital rationing limit of less than £100 million permit only two projects since each project needs an initial capital of £50 million. The aggregate financial performance will be:
	Combination
	Combined NPV (£m)
	Combined PI
	Evaluation

	A + B
	-12.68
	0.875
	Lowest value creation and weakest investment performance.

	A + C
	-5.74
	0.945
	Improved by Project C but still produces a negative overall NPV.

	B + C
	-5.28
	0.950
	Best financial outcome among the three combinations, although overall NPV remains negative.


Even though B + C produces the highest joint PI and the least negative NPV, none of the project combinations meet the value maximisation goal since all portfolios yield a net negative NPV. Host Hotels and Resorts therefore, should not exhaust the £100 million budget merely because the capital is at its disposal. Rather, it should invest in only Project C, the only proposal with a positive NPV and PI greater than one, and hold back the remaining £50 million to invest in future projects with higher financial returns and better exposure to the long-term growth strategy and capital discipline of the company.

[bookmark: _Toc234367490]Task 5: Critical Reflection on the Use of AI 
[bookmark: _Toc234367491]5.1 Tool Disclosure 
This financial analysis report has been prepared with the assistance of artificial intelligence (AI) tools without any bias of independent academic judgement. ChatGPT helped to create the structure of the report, write academic papers better, summarise academic literature and make the discussion clear and coherent. Financial ratio calculations, techniques of investment appraisal, trend analysis and cash flow calculations were carried out in Microsoft Excel allowing accurate numeric analysis and minimizing the errors in calculations. The methodologies of investment appraisal such as Payback Period, Accounting rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal rate of return (IRR) were used to apply the recognised capital budgeting principles in order to be consistent in financial evaluation (EBSCO, 2024). The AI-generated content served as the drafting aid, and all financial analysis, interpretation and final conclusions were verified and tested by the author on their own. 
[bookmark: _Toc234367492]5.2 Critical Evaluation of AI Outputs
All the content generated by AI was thoroughly analyzed before it was included in the report. Financial information, liquidity ratios, profitability and leverage ratios were checked against annual reports published by the company to ensure numerical accuracy. The AI-assisted investment appraisal calculations were cross-calculated in Microsoft Excel and confirmed the values of Payback Period, ARR, NPV, PI and IRR. In this verification process, multiple AI outputs needed corrections such as discrepancies in the interpretation of discounted cash flows and citation errors. Some literature summaries also omitted important contextual findings and therefore required comparison with the original academic publications before use. This validation made sure that every financial interpretation, calculation and advice was supported by credible evidence instead of unverified AI-generated material, which is within the accepted investment appraisal practice (EBSCO, 2024).
[bookmark: _Toc234367493]5.3 Contribution Analysis 
The report is a synthesis of AI-aided assistance and autonomous analytical decision-making. The major role played by AI was to come up with the first report forms, enhance grammar and readability, summarise long academic texts and give advice on financial formulae applied in ratio analysis and investment appraisal. Conversely, it was the task of the student to do the substantive academic work. The financial statements of the company were used independently to interpret the financial ratios and benchmark against the competitors and critical analysis on liquidity, profitability and capital structure was done. Similarly, the strategic restructuring recommendations, working capital recommendations, evaluation of investment project and capital rationing decisions were made on the independent interpretation of the financial evidence as opposed to AI-generated conclusions. The decision to approve Project C and dismiss Projects A and B was based on the results of the independent professional judgement on the basis of calculated NPV, PI, ARR, IRR and Payback, along with the financial status of the company, which was independent, and consistent with the established principles of investment appraisals (EBSCO, 2024). 
[bookmark: _Toc234367494]5.4 Ethical and Professional Reflection 
AI usage must be transparent, ethically and professionally accountable in the research process. The use of AI help has thus been admitted publicly, but all decision making, inception and suggestions are left to the author. Confidential financial information was handled appropriately, with analysis based solely on publicly available company reports and published academic literature. Overreliance on AI can diminish critical thinking, ignore contextual business considerations and the possibility of accepting inaccurate or fabricated information without checking it (Allianz, 2024). Therefore, executive judgment, independent financial analysis and ethical decision-making are critical in assessing corporate performance and investment opportunities. The integration of AI assistance with professional scepticism and evidence-based analysis enhances credibility, integrity and reliability of financial reporting and strategic decision-making (EBSCO, 2024). 
[bookmark: _Toc234367495]Conclusion
Financial analysis shows that Host Hotels and Resorts have a relatively stable financial point with good asset quality and operational resilience but liquidity constraints, high capital intensity, and debt are major challenges. It is suggested to use selective asset divestiture, debt refinancing, and ESG-linked financing to optimise the capital structure, enhancing long-term financial flexibility. Project C is the most preferred investment alternative since it provides a positive NPV, the highest ARR, PI and IRR. Project C should be the only project to be undertaken under capital rationing; capital should be maintained to add value in the future, as well as to sustain long-term financial viability and maximisation of shareholder value.
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[bookmark: _Toc234350275][bookmark: _Toc234367498]a. Ratio tables and graphs
Ratio tables
	Ratio Analysis for Host Hotels & Resorts Inc

	Particulars
	2021
	2022
	2023
	2024
	2025
	Formula

	Profitability Ratios
	 
	 
	 
	 
	 
	 

	Net Profit Margin
	$11 (Loss) / $1858 * 100 = 0.59%
	$642 / $3014 * 100 = 21.33%
	$752 / $3244 * 100 = 23.18%
	$707 / $3426 * 100 = 20.64%
	$776 / $3608 * 100 = 21.51%
	Net Profit / Total Revenue * 100

	Net Profit
	
	
	
	
	
	

	Total Revenue
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 

	EBITDA Margin
	$102 (loss) / $1858 * 100 = 5.49%
	$669 / $3014 * 100 = 22.20%
	$788 / $3244 * 100 = 24.29%
	$721 / $3426 * 100 = 21.04%
	$818 / $3608 * 100 = 22.67%
	EBITDA / Total Revenue * 100

	EBITDA   
	
	
	
	
	
	

	Total Revenue
	
	
	
	
	
	

	 

	Asset Efficiency Ratio
	 
	 
	 
	 
	 
	 

	Accounts Receivable Turnover
	$1858 / $67.50 = 28 Days
	$3014 / $103.50 = 29 Days
	$3244 / $111 = 29 Days
	$3426 / $82 = 42 Days
	$3608 / $37.50 = 96 Days
	Trade Revenue / Average Accounts Receivable

	Total Revenue
	
	
	
	
	
	

	Average Accounts Receivable
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 

	Total Asset Turnover
	$1858 / $12621 = 0.15
	$3014 / $12310.50 = 0.24
	$3244 / $12256 = 0.26
	$3426 / $12645.50 = 0.27
	$3608 / $13048.50 = 0.28
	Total Revenue / Average Total Assets

	Total Revenue
	
	
	
	
	
	

	Average Total Assets
	
	
	
	
	
	

	 

	Liquidity Ratios
	 
	 
	 
	 
	 
	 

	Current Ratio
	$1621 / $325 = 4.99
	$1633 / $607 = 2.69
	$1726 / $645 = 2.68
	$1175 / $11873 = 0.10
	$1427 / $677 = 2.11
	Current Assets / Current Liabilities

	Current Assets
	
	
	
	
	
	

	Current Liabilities
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 

	Cash Ratio
	$807 / 325 = 2.48
	$667 / $607 = 1.10
	$1144 / $645 = 1.77
	$554 / $11873 = 0.05
	$768 / $677 = 1.13
	Cash & Cash Equivalent / Current Liabilities

	Cash & Cash Equivalent 
	
	
	
	
	
	

	Current Liabilities
	
	
	
	
	
	

	 

	Returns Ratio
	 
	 
	 
	 
	 
	 

	Earnings Per Share (EPS)
	$11 (Loss) / 710.30 = $0.02
	$643 / 714.70 = 0.90
	$752 / 709.7 = 1.07
	$707 / 702.10 = 1.01
	$776 / 691.40 = 1.12
	(Profit Attributable to Ordinary Shareholders / Weighted Average Number of Ordinary Shares)

	Profit Attributable to Ordinary Shareholders
	
	
	
	
	
	

	Weighted Average Number of Ordinary Shares
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 

	Price-to-Earnings (P/E) Ratio
	$13.03 / $0.02 = 841.38
	$14.25 / $0.90 = 15.84
	$13.94 / $1.06 = 13.16
	$16.10 / $1.01 = 15.99
	$14.91 / $1.12 = 13.28
	Market Price Per Share / EPS

	Market Price Per Share
	
	
	
	
	
	

	Earnings Per Share (EPS)
	
	
	
	
	
	

	 

	Cash Flow
	 
	 
	 
	 
	 
	 

	Operating Cash Flow Ratio
	$292 / $325 = 0.90
	$1416 / $607 = 2.33
	$1441 / $645 = 2.23
	$1498 / $11873 = 0.13
	$1510 / $677 = 2.23
	Cash Flow from Operating Activities / Current Liabilities

	Cash Flow from Operating Activities
	
	
	
	
	
	

	Current Liabilities
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 

	Free Cash Flow Ratio
	$135 (loss) / $1858 = 0.07
	$912 / $3014 / 0.30
	$795 / $3244 = 0.25
	$950 / $3426 = 0.28
	$866 / $3608 = 0.24
	Free Cash Flow (Operating Cash Flow - capital Expenditure) / Total Revenue

	Free Cash Flow   
	
	
	
	
	
	

	Total Revenue
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[bookmark: _Toc234350276][bookmark: _Toc234367499]b. Investment appraisal calculations
	Payback Period for Project A

	Particulars
	Initial Investment
	Cash Flow
	Cumulative Cash Flow

	Year 0
	 £ (50.00)
	 £            -   
	 £ (50.00)

	Year 1
	 £                       -   
	 £      10.00 
	 £ (40.00)

	Year 2
	 £                       -   
	 £      12.00 
	 £ (28.00)

	Year 3
	 £                       -   
	 £      14.00 
	 £ (14.00)

	Year 4
	 £                       -   
	 £      10.00 
	 £ (4.00)

	Year 5
	 £                       -   
	 £        8.00 
	 £ 4.00 

	Payback Period (PBP) = Years Until Break - Even = Uncovered Cost at the Beginning of the Year / Cash Flows During the Year x 12 

	PBP = 4 Years + £4 / £8 x 12

	PBP = 4 Years 6 Months

	
	
	
	

	Payback Period for Project B

	Particulars
	Initial Investment
	Cash Flow
	Cumulative Cash Flow

	Year 0
	 £                (50.00)
	 £            -   
	 £                       (50.00)

	Year 1
	 £                       -   
	 £      11.00 
	 £                       (39.00)

	Year 2
	 £                       -   
	 £      11.00 
	 £                       (28.00)

	Year 3
	 £                       -   
	 £      11.00 
	 £                       (17.00)

	Year 4
	 £                       -   
	 £      11.00 
	 £                         (6.00)

	Year 5
	 £                       -   
	 £      11.00 
	 £                           5.00 

	Payback Period (PBP) = Years Until Break - Even = Uncovered Cost at the Beginning of the Year / Cash Flows During the Year x 12 

	PBP = 4 Years + £6 / £11 x 12

	PBP = 4 Years 7 Months

	
	
	
	

	Payback Period for Project C

	Particulars
	Initial Investment
	Cash Flow
	Cumulative Cash Flow

	Year 0
	 £                (50.00)
	 £            -   
	 £                       (50.00)

	Year 1
	 £                       -   
	 £        5.00 
	 £                       (45.00)

	Year 2
	 £                       -   
	 £      10.00 
	 £                       (35.00)

	Year 3
	 £                       -   
	 £      20.00 
	 £                       (15.00)

	Year 4
	 £                       -   
	 £      25.00 
	 £                         10.00 

	Year 5
	 £                       -   
	 £        5.00 
	 £                         15.00 

	Payback Period (PBP) = Years Until Break - Even = Uncovered Cost at the Beginning of the Year / Cash Flows During the Year x 12 

	PBP = 3 Years + £15 / £25 x 12

	PBP = 3 Years 7 Months 2 Days





	Project A

	Average Cashflows
	
	Annual Depreciation

	Year
	Cash Flows
	
	Initial Value
	 £       50.00 

	Year 1
	 £          10.00 
	
	Residual Value
	 £             -   

	Year 2
	 £          12.00 
	
	Number of Years
	5

	Year 3
	 £          14.00 
	
	Annual Depreciation = Initial Value - Residual Value / No. of Years

	Year 4
	 £          10.00 
	
	Annual Depreciation Calculations = £50 - £0 / 5

	Year 5
	 £            8.00 
	
	Annual Depreciation = £10

	Total
	 £          54.00 
	
	
	

	Avg Cash Flows = Total Cash Flows / No. of Years
	
	
	

	Avg Cash Flows Calculations = £54 / 5
	
	
	

	Avg Cash Flows = £10.8
	
	
	

	
	
	
	
	

	Average Investment
	
	Average Net Profit

	Average Investment = Initial Value + Residual Value / 2
	
	Average Cashflow
	 £       10.80 

	Average Investment = £50 + £0 / 2
	
	Annual Depreciation 
	 £       10.00 

	Annual Investment = £25
	
	Avg Net Profit = Avg Cashflow - Annual Depreciation 

	
	
	
	Avg Net Profit = £10.8 - £10

	
	
	
	Average Net Profit = £0.8

	
	
	
	
	

	Accounting Rate of Return (ARR) (%)
	
	
	

	Average Net Profit
	 £            0.80 
	
	
	

	Average Investment
	 £          25.00 
	
	
	

	Accounting Rate of Return = Average Net Profit / Average Investment * 100
	
	
	

	ARR = £0.8 / £25 * 100
	
	
	

	ARR = 3.2%
	
	
	





	Project B

	Average Cashflows
	
	Annual Depreciation

	Year
	Cash Flows
	
	Initial Value
	 £       50.00 

	Year 1
	 £          11.00 
	
	Residual Value
	 £             -   

	Year 2
	 £          11.00 
	
	Number of Years
	5

	Year 3
	 £          11.00 
	
	Annual Depreciation = Initial Value - Residual Value / No. of Years

	Year 4
	 £          11.00 
	
	Annual Depreciation Calculations = £50 - £0 / 5

	Year 5
	 £          11.00 
	
	Annual Depreciation = £10

	Total
	 £          55.00 
	
	
	

	Avg Cash Flows = Total Cash Flows / No. of Years
	
	
	

	Avg Cash Flows Calculations = £55 / 5
	
	
	

	Avg Cash Flows = £11
	
	
	

	
	
	
	
	

	Average Investment
	
	Average Net Profit

	Average Investment = Initial Value + Residual Value / 2
	
	Average Cashflow
	 £       11.00 

	Average Investment = £50 + £0 / 2
	
	Annual Depreciation 
	 £       10.00 

	Annual Investment = £25
	
	Avg Net Profit = Avg Cashflow - Annual Depreciation 

	
	
	
	Avg Net Profit = £10.8 - £10

	
	
	
	Average Net Profit = £1

	
	
	
	
	

	Accounting Rate of Return (ARR) (%)
	
	
	

	Average Net Profit
	 £            1.00 
	
	
	

	Average Investment
	 £          25.00 
	
	
	

	Accounting Rate of Return = Average Net Profit / Average Investment * 100
	
	
	

	ARR = £1 / £25 * 100
	
	
	

	ARR = 4%
	
	
	





	Project C

	Average Cashflows
	
	Annual Depreciation

	Year
	Cash Flows
	
	Initial Value
	 £       50.00 

	Year 1
	 £            5.00 
	
	Residual Value
	 £             -   

	Year 2
	 £          10.00 
	
	Number of Years
	5

	Year 3
	 £          20.00 
	
	Annual Depreciation = Initial Value - Residual Value / No. of Years

	Year 4
	 £          25.00 
	
	Annual Depreciation Calculations = £50 - £0 / 5

	Year 5
	 £            5.00 
	
	Annual Depreciation = £10

	Year 6
	 £          65.00 
	
	
	

	Avg Cash Flows = Total Cash Flows / No. of Years
	
	
	

	Avg Cash Flows Calculations = £65 / 5
	
	
	

	Avg Cash Flows = £13
	
	
	

	
	
	
	
	

	Average Investment
	
	Average Net Profit

	Average Investment = Initial Value + Residual Value / 2
	
	Average Cashflow
	 £       13.00 

	Average Investment = £50 + £0 / 2
	
	Annual Depreciation 
	 £       10.00 

	Annual Investment = £25
	
	Avg Net Profit = Avg Cashflow - Annual Depreciation 

	
	
	
	Avg Net Profit = £13 - £10

	
	
	
	Average Net Profit = £3

	
	
	
	
	

	Accounting Rate of Return (ARR) (%)
	
	
	

	Average Net Profit
	 £            3.00 
	
	
	

	Average Investment
	 £          25.00 
	
	
	

	Accounting Rate of Return = Average Net Profit / Average Investment * 100
	
	
	

	ARR = £3 / £25 * 100
	
	
	

	ARR = 12%
	
	
	





	Project A Net Present Value

	Particular
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £      (50.00)
	 £             -   
	 £             -   
	 £             -   
	 £             -   
	 £            -   

	Cash Flows
	 £             -   
	 £        10.00 
	 £        12.00 
	 £        14.00 
	 £        10.00 
	 £        8.00 

	Cumulative Cash Flows
	 £      (50.00)
	 £        10.00 
	 £        12.00 
	 £        14.00 
	 £        10.00 
	 £        8.00 

	Discount Factor
	1.00
	0.925
	0.857
	0.793
	0.735
	0.680

	Present Value (PV)
	 £      (50.00)
	 £          9.25 
	 £        10.28 
	 £        11.10 
	 £          7.35 
	 £        5.44 

	Net Present Value (NPV) = (£50) + £9.25 + £10.28 + £11.10 + £7.35 + £5.44

	NPV = (£50) + £43.43

	NPV = (£6.57)

	
	
	
	
	
	
	

	 Project B Net Present Value

	Particular
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £      (50.00)
	 £             -   
	 £             -   
	 £             -   
	 £             -   
	 £            -   

	Cash Flows
	 £             -   
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £      11.00 

	Cumulative Cash Flows
	 £      (50.00)
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £      11.00 

	Discount Factor
	1.00
	0.925
	0.857
	0.793
	0.735
	0.680

	Present Value (PV)
	 £      (50.00)
	 £        10.18 
	 £          9.43 
	 £          8.72 
	 £          8.09 
	 £        7.48 

	Net Present Value (NPV) = (£50) + £10.18 + £9.43 + £8.72 + £8.09 + £7.48

	NPV = (£50) + £43.89

	NPV = (£6.11)

	
	
	
	
	
	
	

	 Project C Net Present Value

	Particular
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £      (50.00)
	 £             -   
	 £             -   
	 £             -   
	 £             -   
	 £            -   

	Cash Flows
	 £             -   
	 £          5.00 
	 £        10.00 
	 £        20.00 
	 £        25.00 
	 £        5.00 

	Cumulative Cash Flows
	 £      (50.00)
	 £          5.00 
	 £        10.00 
	 £        20.00 
	 £        25.00 
	 £        5.00 

	Discount Factor
	1.00
	0.925
	0.857
	0.793
	0.735
	0.680

	Present Value (PV)
	 £      (50.00)
	 £          4.63 
	 £          8.57 
	 £        15.86 
	 £        18.38 
	 £        3.40 

	Net Present Value (NPV) = (£50) + £4.63 + £8.57 + £15.86 + £18.38 + £3.4

	NPV = (£50) + £50.83

	NPV = £0.83





	Project A Profitability Index (PI)

	Particular
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £      (50.00)
	 £             -   
	 £             -   
	 £             -   
	 £             -   
	 £             -   

	Cash Flows
	 £             -   
	 £        10.00 
	 £        12.00 
	 £        14.00 
	 £        10.00 
	 £         8.00 

	Cumulative Cash Flows
	 £      (50.00)
	 £        10.00 
	 £        12.00 
	 £        14.00 
	 £        10.00 
	 £         8.00 

	Discount Factor
	1.00
	0.925
	0.857
	0.793
	0.735
	0.680

	Present Value (PV)
	 £      (50.00)
	 £          9.25 
	 £        10.28 
	 £        11.10 
	 £          7.35 
	 £         5.44 

	Formula: Profitability Index (PI) = Present Value of Cash Inflows / Initial Investment

	PI = £43.43 / £50

	PI = 0.87

	
	
	
	
	
	
	

	Project B Profitability Index (PI)

	Particular
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £      (50.00)
	 £             -   
	 £             -   
	 £             -   
	 £             -   
	 £             -   

	Cash Flows
	 £             -   
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £       11.00 

	Cumulative Cash Flows
	 £      (50.00)
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £       11.00 

	Discount Factor
	1.00
	0.925
	0.857
	0.793
	0.735
	0.680

	Present Value (PV)
	 £      (50.00)
	 £        10.18 
	 £          9.43 
	 £          8.72 
	 £          8.09 
	 £         7.48 

	Formula: Profitability Index (PI) = Present Value of Cash Inflows / Initial Investment

	PI = £43.89 / £50

	PI = 0.88

	
	
	
	
	
	
	

	Particular
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Initial Investment
	 £      (50.00)
	 £             -   
	 £             -   
	 £             -   
	 £             -   
	 £             -   

	Cash Flows
	 £             -   
	 £          5.00 
	 £        10.00 
	 £        20.00 
	 £        25.00 
	 £         5.00 

	Cumulative Cash Flows
	 £      (50.00)
	 £          5.00 
	 £        10.00 
	 £        20.00 
	 £        25.00 
	 £         5.00 

	Discount Factor
	1.00
	0.925
	0.857
	0.793
	0.735
	0.680

	Present Value (PV)
	 £      (50.00)
	 £          4.63 
	 £          8.57 
	 £        15.86 
	 £        18.38 
	 £         3.40 

	Formula: Profitability Index (PI) = Present Value of Cash Inflows / Initial Investment

	PI = £50.83 / £50

	PI = 1.02





	Internal Rate of Return (Project A)

	Element
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total

	Net Cash Flows
	 £      (50.00)
	 £        10.00 
	 £        12.00 
	 £        14.00 
	 £        10.00 
	 £          8.00 
	 £          4.00 

	Discount Factor (DF) 1%
	1
	0.990
	0.980
	0.970
	0.960
	0.951
	 

	Present Value
	(50.00)
	9.90
	11.76
	13.58
	9.60
	7.61
	 £          2.45 

	 
	 
	 
	 
	 
	 
	 
	 

	Net Cash Flows
	(50.00)
	10.00
	12.00
	14.00
	10.00
	8.00
	 £          4.00 

	Discount Factor (DF) 8%
	1
	0.925
	0.857
	0.793
	0.735
	0.680
	 

	Present Value
	(50.00)
	9.25
	10.28
	11.10
	7.35
	5.44
	 £        (6.57)

	 
	 
	 
	 
	 
	 
	 
	 

	 
	Low % + [(Positive NPV / Total Range in NPVs) * (High % - Low %)]

	Internal Rate of Return
	-3.16%
	1% + ( 2.45 / ( 2.45 + ( - 6.57 ) ) ) * ( 8% - 1% )

	
	
	
	
	
	
	
	

	Internal Rate of Return (Project B)

	Element
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total

	Net Cash Flows
	 £      (50.00)
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £        11.00 
	 £          5.00 

	Discount Factor (DF) 1%
	1
	0.990
	0.980
	0.970
	0.960
	0.951
	 

	Present Value
	(50.00)
	10.89
	10.78
	10.67
	10.56
	10.46
	 £          3.36 

	 
	 
	 
	 
	 
	 
	 
	 

	Net Cash Flows
	(50.00)
	11.00
	11.00
	11.00
	11.00
	11.00
	 £          5.00 

	Discount Factor (DF) 8%
	1
	0.925
	0.857
	0.793
	0.735
	0.680
	 

	Present Value
	(50.00)
	10.18
	9.43
	8.72
	8.09
	7.48
	 £        (6.11)

	 
	 
	 
	 
	 
	 
	 
	 

	 
	Low % + [(Positive NPV / Total Range in NPVs) * (High % - Low %)]

	Internal Rate of Return
	-7.55%
	1% + ( 3.36 / ( 3.36 + ( -6.11 ) ) ) * ( 8% - 1% )

	
	
	
	
	
	
	
	

	Internal Rate of Return (Project C)

	Element
	Year 0
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total

	Net Cash Flows
	 £      (50.00)
	 £          5.00 
	 £        10.00 
	 £        20.00 
	 £        25.00 
	 £          5.00 
	 £        15.00 

	Discount Factor (DF) 2%
	1
	0.990
	0.980
	0.970
	0.960
	0.951
	 

	Present Value
	(50.00)
	4.95
	9.80
	19.40
	24.00
	4.76
	 £        12.91 

	 
	 
	 
	 
	 
	 
	 
	 

	Net Cash Flows
	(50.00)
	5.00
	10.00
	20.00
	25.00
	5.00
	 £        15.00 

	Discount Factor (DF) 8%
	1
	0.925
	0.857
	0.793
	0.735
	0.680
	 

	Present Value
	(50.00)
	4.63
	8.57
	15.86
	18.38
	3.40
	 £          0.83 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	Low % + [(Positive NPV / Total Range in NPVs) * (High % - Low %)]

	Internal Rate of Return
	7.58%
	1% + ( 12.91 / ( 12.91 + 0.83 ) ) * ( 8% - 1% )




Net Profit Margin	
2021	2022	2023	2024	2025	-5.8999999999999999E-3	0.21329999999999999	0.23180000000000001	0.2064	0.21510000000000001	




EBITDA Margin	
2021	2022	2023	2024	2025	5.4899999999999997E-2	0.222	0.2429	0.2104	0.22670000000000001	




Accounts Receivable Turnover	
2021	2022	2023	2024	2025	28	29	29	42	96	



Total Asset Turnover
Total Asset Turnover	
2021	2022	2023	2024	2025	0.15	0.24	0.26	0.27	0.28000000000000003	




Current Ratio	
2021	2022	2023	2024	2025	4.99	2.69	2.68	0.1	2.11	


Cash Ratio	
2021	2022	2023	2024	2025	2.48	1.1000000000000001	1.77	0.05	1.1299999999999999	




Earning Per Share (EPS)
2021	
Earning Per Share (EPS)	0.02	2022	
Earning Per Share (EPS)	0.9	2023	
Earning Per Share (EPS)	1.07	2024	
Earning Per Share (EPS)	1.01	2025	
Earning Per Share (EPS)	1.1200000000000001	



Price-to-Earnings (P/E) Ratio	
2021	2022	2023	2024	2025	841.38	15.38	13.16	15.99	13.28	



Operating Cash Flow Ratio
Operating Cash Flow Ratio	
2021	2022	2023	2024	2025	0.9	2.33	2.23	0.13	2.23	


Free Cash Flow Ratio	
2021	2022	2023	2024	2025	7.0000000000000007E-2	0.3	0.25	0.28000000000000003	0.24	
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