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Executive Summary 
Financial performance analysis of IHCL using different ratios reflects strong profitability and liquidity, along with a better gearing position. The company faced difficulties in managing assets, although effective working capital management has been recorded, considering negative CCC. In order to support future business growth, divestiture, merger and equity injection can be considered by IHCL, but examining impact on shareholders and business is important. This report critically assesses the financial performance, working capital, restructuring and investment appraisal of IHCL. Results point to greater profitability, and greater liquidity stability whereas Projects B and C provide best value within the £100 million capital investment limit and Project C provides the best financial returns. 
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[bookmark: _Toc235805427]Introduction
Financial statements are used by companies to represent financial performance for a specific period and also to identify areas of improvement. Application of different tools like ratios and investment appraisal methods is essential to assess financial position as well as make informed investment decisions. The report has been prepared to demonstrate the financial health of The Indian Hotels Company Limited (IHCL) over the last five consecutive years. In this report, working capital management, financial restructuring and investment appraisal methods are elaborated to improve IHCL’s financial performance in upcoming years. Reflecting on AI usage for report development has been critically evaluated considering its contribution and ethical implications. 
[bookmark: _Toc235805428]1. Financial Health Check
[bookmark: _Toc235805429]i) Analysing financial statements of IHCL 
Strong revenue growth of IHCL in 2023 has been recorded at ₹5,809.91 crores from ₹2003.34 crores in 2022. Continuous improvement in revenue is noticed, and the company has made ₹9689.22 crores in 2026 (Ihcltata, 2026). Similarly, operating and net profit of IHCL also demonstrate its effectiveness in minimising operating and financial costs. In 2022, IHCL made a net loss of -₹34.45 crores, which increased to ₹1052.83 crores and ₹1330.24 crores in 2023 and 2024, respectively (Ihcltata, 2024). Additionally, IHCL has gradually increased its assets, valued at ₹13668.75 crores in 2023, improved to ₹20296.98 crores in 2026, with current assets increasing more than non-current assets. On the contrary, a reduction in current liabilities in 2024 is noticed to ₹1998.26 crores from ₹2119.15 crores in the previous year (Ihcltata, 2024). Analysing cash flow statement of IHCL reflects its ability to generate positive operating cash flow from 2023, which was -₹1890.37 crores in 2022. The company has also experienced growth in net cash flow, although it is negative; the closing cash balance shows sufficient cash in hand. IHCL has reported a closing cash balance of ₹406.33 crores in 2026 and ₹256.91 crores in 2025, which indicates a strong cash position. 
[bookmark: _Toc235805430]ii) Ratio analysis over last five years 
Values are in crores
	“Profitability

	Operating profit margin
	 
	2026
	2025
	2024
	2023
	2022

	Operating Profit
	(Operating Profit/Revenue) x 100
	 ₹          	2,650.35
	 ₹   	2,273.25
	 ₹	1,665.53
	 ₹ 	1,291.35
	 ₹      	29.82

	Revenue
	 
	 ₹          	9,689.22
	 ₹   	8,334.54
	 ₹	6,768.75
	 ₹ 	5,809.91
	 ₹ 	2,003.34

	 
	 
	27.35%
	27.28%
	24.61%
	22.23%
	1.49%

	Net Profit Margin
	 
	 
	 
	 
	 
	 

	Net Profit
	(Net Profit/Revenue) x 100
	 ₹          	2,247.25
	 ₹   	2,038.09
	 ₹	1,330.24
	 ₹ 	1,052.83
	 ₹     	-34.45

	Revenue
	 
	 ₹          	9,689.22
	 ₹   	8,334.54
	 ₹	6,768.75
	 ₹ 	5,809.91
	 ₹ 	2,003.34

	 
	 
	23.19%
	24.45%
	19.65%
	18.12%
	-1.72%

	Efficiency

	Accounts Receivable Turnover days
	 
	2026
	2025
	2024
	2023
	2022

	Net Sales
	(Average Accounts Receivables/Net Sales) x 365
	 ₹          	9,689.22
	 ₹   	8,334.54
	 ₹	6,768.75
	 ₹ 	5,809.91
	 ₹ 	2,003.34

	Average Receivables
	 
	 ₹             	688.85
	 ₹     	563.67
	 ₹   	461.46
	 ₹   	332.48
	 ₹    	207.73

	 
	 
	26
	25
	25
	21
	38

	Asset Turnover Ratio
	 
	 
	 
	 
	 
	 

	Net Sales
	 (Net Sales/Average Total Assets)
	 ₹          	9,689.22
	 ₹   	8,334.54
	 ₹	6,768.75
	 ₹ 	5,809.91
	 ₹ 	2,003.34

	Average Total Assets
	 
	 ₹         	19,000.46
	 ₹ 	16,279.88
	 ₹   14,262.29
	 ₹   12,400.27
	 ₹	10,139.29

	 
	 
	0.51
	0.51
	0.47
	0.47
	0.20

	Investment Ratios

	Earnings Per Share (EPS)
	 
	2026
	2025
	2024
	2023
	2022

	Net income
	(Net income/Number of outstanding shares)
	 ₹          	2,247.25
	 ₹   	2,038.09
	 ₹	1,330.24
	 ₹ 	1,052.83
	 ₹     	-34.45

	Number of outstanding shares
	 
	1423432227
	1423432227
	1421286713
	1420399789
	1255912277

	Number of outstanding shares (crore)
	 
	142.34
	142.34
	142.13
	142.04
	125.59

	 
	 
	 ₹               	15.79
	 ₹       	14.32
	 ₹       	9.36
	 ₹       	7.41
	 ₹       	-0.27

	Dividends Per Share (DPS)
	 
	 
	 
	 
	 
	 

	Dividend Paid
	(Dividend Paid/Number of outstanding shares)
	 ₹             	320.27
	 ₹     	249.10
	 ₹   	154.54
	 ₹     	64.39
	 ₹        	7.42

	Number of outstanding shares (crore)
	 
	142.34
	142.34
	142.13
	142.04
	125.59

	
	 
	 ₹                 	2.25
	 ₹         	1.75
	 ₹       	1.09
	 ₹       	0.45
	 ₹        	0.06

	Liquidity

	Current Ratio
	 
	2026
	2025
	2024
	2023
	2022

	Current Assets
	(Current Assets / Current Liabilities)
	 ₹          	5,576.54
	 ₹   	4,169.94
	 ₹	3,068.39
	 ₹ 	2,590.34
	 ₹ 	2,325.89

	Current Liabilities
	 
	 ₹          	2,235.19
	 ₹   	1,996.15
	 ₹	1,998.26
	 ₹ 	2,119.15
	 ₹ 	1,433.33

	
	 
	2.49
	2.09
	1.54
	1.22
	1.62

	Quick Ratio
	 
	 
	 
	 
	 
	 

	Current Assets
	(Current Assets - inventory / Current Liabilities)
	 ₹          	5,576.54
	 ₹   	4,169.94
	 ₹	3,068.39
	 ₹ 	2,590.34
	 ₹ 	2,325.89

	Inventory
	 
	 ₹             	149.73
	 ₹     	135.47
	 ₹   	116.44
	 ₹   	109.21
	 ₹      	55.98

	Current Liabilities
	 
	 ₹          	2,235.19
	 ₹   	1,996.15
	 ₹	1,998.26
	 ₹ 	2,119.15
	 ₹ 	1,433.33

	
	 
	2.43
	2.02
	1.48
	1.17
	1.58

	Gearing

	Debt-to-Equity Ratio
	 
	2026
	2025
	2024
	2023
	2022

	Long-term borrowings
	(Total Debt/Total Equity)
	 ₹               	46.60
	 ₹     	203.15
	 ₹     	46.74
	 ₹   	330.98
	 ₹    	447.52

	Short-term borrowings
	 
	 ₹                 	4.68
	 ₹       	21.55
	 ₹   	213.75
	 ₹   	487.28
	 ₹    	495.01

	Total Debt
	 
	 ₹               	51.28
	 ₹     	224.70
	 ₹   	260.49
	 ₹   	818.26
	 ₹    	942.53

	Total Equity
	 
	 ₹         	14,939.32
	 ₹ 	12,415.61
	 ₹   10,128.71
	 ₹ 	8,642.05
	 ₹ 	8,099.77

	 
	 
	0.003
	0.018
	0.026
	0.095
	0.116

	Equity ratio
	 
	 
	 
	 
	 
	 

	Total Equity
	(Total Equity/total assets)
	 ₹         	14,939.32
	 ₹ 	12,415.61
	 ₹   10,128.71
	 ₹ 	8,642.05
	 ₹ 	8,099.77

	Total assets
	 
	 ₹         	20,296.98
	 ₹ 	17,703.93
	 ₹   14,855.83
	 ₹   13,668.75
	 ₹	11,131.79

	 
	 
	0.74
	0.70
	0.68
	0.63
	0.73

	Cash flow Ratios

	Operating Cash Flow Ratio
	 
	2026
	2025
	2024
	2023
	2022

	Operating Cash Flow
	(Operating Cash Flow / Current Liabilities)
	 ₹          	2,471.41
	 ₹   	2,194.37
	 ₹	1,935.14
	 ₹ 	1,618.99
	 ₹	-1,890.37

	Current Liabilities
	 
	 ₹          	2,235.19
	 ₹   	1,996.15
	 ₹	1,998.26
	 ₹ 	2,119.15
	 ₹ 	1,433.33

	 
	 
	1.11
	1.10
	0.97
	0.76
	-1.32

	Cash Flow Margin
	 
	 
	 
	 
	 
	 

	Operating Cash Flow
	(Operating Cash Flow / Total revenue)
	 ₹          	2,471.41
	 ₹   	2,194.37
	 ₹	1,935.14
	 ₹ 	1,618.99
	 ₹	-1,890.37

	Revenue
	 
	 ₹          	9,689.22
	 ₹   	8,334.54
	 ₹	6,768.75
	 ₹ 	5,809.91
	 ₹ 	2,003.34

	 
	 
	0.26
	0.26
	0.29
	0.28
	-0.94”


Table 1: Ratios from 2022 to 2026
(Source: Annual reports of IHCL)
[bookmark: _Toc235805431]iii) Elaboration of ratio outcomes 
· Trends
Profitability trend of IHCL reflects a significant increase in operating and net margin over the years, from loss to high profit margins. IHCL’s operating margin increased to 27.35% in 2026, which was 1.49% in 2022, while net margin also improved to 23.19% from -1.72%. As mentioned by Sunaryo and Lestari (2023), net margin measures the ability of a company to make net income from sales, while high margin reflects operational efficiency. Considering investment ratios, a positive trend has been recorded with ₹9.36 EPS in 2024, which was -₹0.27 in 2022. Improvement in DPS to ₹2.25 from ₹0.45 in 2023 indicates better returns to shareholders. Debt-to-equity trend shows a continuous reduction and is valued at 0.003 in 2026. This means low debt compared to equity. Equity ratio trend reflects a fluctuation but remains around 0.70 every year.
· Strengths 
Strong profitability and liquidity are two major strengths of IHCL, which have increased consistently over the five-year period. The company has maintained a current ratio of 1.54 in 2024, which increased to 2.49 in 2026, while its quick ratio was 2.43, indicating a satisfactory liquidity position. Short-term liquidity is measured by comparing current assets with current liabilities, using the current ratio (Megasanti and Riwayati, 2023). Furthermore, IHCL's capital structure provides strength in terms of lower financial risks with lower debt that reduces interest costs. Rising EPS and DPS demonstrate the ability of IHCL to create value for shareholders. Positive operating cash flow and a stable margin of approximately 0.26 from 2023 to 2026 show IHCL generates sufficient cash to support daily operations. 
· Potential threats 
Despite strong financial performance of IHCL over the years, there are some threats, such as an increase in accounts receivable days. The accounts receivable turnover days are reduced to 25 days in 2026 from 38 days in 2022, but show an increase compared to 2023, which was 21 days. In addition, the asset turnover remained unchanged in 2025 and 2026, valued at 0.51, which indicates a gap in using assets to generate higher sales. Asset turnover represents how much revenue an organisation gets from one unit of assets (Mao, 2023). The company has kept almost no debt, and this can limit its ability to access low-cost financing for business expansion in future. 
[bookmark: _Toc235805432]iv) Comparing with industry benchmarks 
Considering the ratios of industry benchmarks, IHCL’s better performance has been recorded, with high profitability and better liquidity. Operating and net margins of industry benchmarks are valued at 21.56% and 15.22%, respectively, while current ratio was 1.79 (Investing, 2026). IHCL has maintained an operating margin of 27.35% and net margins of 23.19%, with a current ratio above 2. However, asset turnover of both IHCL and industry benchmarks is lower than 1, but IHCL has a weak performance compared to industry standards. The asset turnover of the industry standard is valued at 0.57, whereas IHCL’s was 0.51, and it has not met the industry benchmarks in any year. The EPS value reflects a better position of IHCL in terms of improving shareholders' value, with ₹15.79, whereas the industry benchmark was ₹11.83. Overall, IHCL has maintained a strong position compared to the industry benchmarks, although improving asset utilisation is essential to strengthen business performance. 
[bookmark: _Toc235805433]2. Working Capital Management Analysis 
[bookmark: _Toc235805434]i) Cash operating cycle 
	“Days Sales Outstanding
	 
	2026
	2025
	2024
	2023
	2022

	Revenue
	(Average Receivables / Revenue * 365)
	 ₹   9,689.22
	 ₹ 8,334.54
	 ₹ 6,768.75
	 ₹ 5,809.91
	 ₹ 2,003.34

	Average Receivables
	 
	 ₹ 	688.85
	 ₹	563.67
	 ₹	461.46
	 ₹	332.48
	 ₹	207.73

	 
	 
	26
	25
	25
	21
	38

	Days Payable Outstanding
	 
	 
	 
	 
	 
	 

	COGS
	(Average payable / COGS) * 365
	 ₹ 	950.89
	 ₹	773.75
	 ₹	520.83
	 ₹	472.89
	 ₹	172.99

	Average payables
	 
	 ₹ 	649.09
	 ₹    548.88
	 ₹	497.98
	 ₹	358.43
	 ₹	221.83

	 
	 
	249
	259
	349
	277
	468

	Days Inventory Outstanding
	 
	 
	 
	 
	 
	 

	COGS
	(Average inventory / COGS) * 365
	 ₹ 	950.89
	 ₹	773.75
	 ₹	520.83
	 ₹	472.89
	 ₹	172.99

	Average inventory
	 
	 ₹ 	142.60
	 ₹	125.96
	 ₹	112.83
	 ₹ 	82.60
	 ₹ 	54.12

	 
	 
	55
	59
	79
	64
	114

	Cash operating cycle
	 
	 
	 
	 
	 
	 

	Days Inventory Outstanding
	Days Inventory Outstanding + Days Sales Outstanding - Days Payable Outstanding
	54.74
	59.42
	79.07
	63.75
	114.18

	Days Sales Outstanding
	 
	25.95
	24.69
	24.88
	20.89
	37.85

	Days Payable Outstanding
	 
	249.15
	258.92
	348.98
	276.65
	468.05

	CCC
	 
	-168
	-175
	-245
	-192
	-316”


Table 2: Cash operating cycle
(Source: Annual reports of IHCL)
Note: Food and beverages consumed are considered as cost of goods sold or COGS
Cash operating or conversion cycle of IHCL has been computed to measure how long it takes to convert inventory and outstanding into cash. The negative CCC reflects that IHCL collects cash from customers before it pays suppliers, which has a significant impact on liquidity. Based on the views of Ruguru (2023), CCC is a supportive method to measure the speed of converting investment into cash, considering combined value of inventory and receivable collection. In 2022, IHCL maintained -316 days CCC, which decreased to -168 days in 2026, but still a negative cycle. Specifically, the days continuously reduced, but with a negative CCC, IHCL represents its effectiveness in managing working capital. In 2022, accounts payable and inventory of IHCL were valued at ₹240.28 crores and ₹55.98 crores, respectively, while accounts receivable were ₹218.50 crores (Ihcltata, 2022). DIO reduced to 55 days in 2026 from 114 days in 2022, which means inventory is being sold quickly in terms of efficient inventory management.
[bookmark: _Toc235805435]ii) Recommendations for liquidity improvement 
Optimising accounts receivable 
Strengthening accounts receivable management is essential for IHCL to improve liquidity in terms of quick collection of outstanding dues. Encouraging customers to pay on time by offering discounts as well as applying credit policies for new customers can be suggested to IHCL. As highlighted by Islam (2025), effective accounts receivable management is an essential part of working capital management and is influenced by credit policy as well as collection procedures. The company needs to monitor dues and send frequent payment reminders to customers to eliminate the chances of delays. Integration of digital invoicing and proper review of customers' creditworthiness can be considered by IHCL for reducing bad debt risk. 
Managing inventory 
Great improvement in inventory has been recorded for IHCL, but further changes in inventory management can enhance business liquidity. Reducing unnecessary holding costs needs to be considered by IHCL, which is possible by introducing adequate demand forecasting and inventory planning. These practices are essential for IHCL to maintain proper stock levels considering customer demand, while just-in-time inventory management can also be introduced. Just-in-time is a valuable inventory management strategy that matches supply with customer demand and encourages a flow-type production (Balkhi et al., 2022). More specifically, this strategy can lower storage costs and improve cash availability, besides enabling IHCL to respond quickly to market demand. 
Account payable control 
Managing accounts payable carefully is key to maintaining strong liquidity in IHCL, along with having good relationships with suppliers. A decline in days payable outstanding indicates IHCL is paying suppliers earlier than before. It has been argued by Arabyan and Galstyan (2025), that accounts payable can be paid using accounts receivable, but a high payable than receivable reflects financial stability risk. However, timely payment is better to strengthen supplier trust but can reduce cash availability in IHCL. Besides negotiating with suppliers, IHCL needs to be more focused on scheduling payments according to agreed credit periods. 
[bookmark: _Toc235805436]iii) Short-term and long-term financing comparison 
Main purpose of using short-term financing in business is meeting daily operating expenses and working capital requirements, including supplier payments, wages and others. Additionally, IHCL can take bank overdrafts, trade credit and short-term loans to meet short-term funding requirements, which are easier to obtain. An aggressive working capital management policy emphasises relying more on short-term debt to meet financing needs (Akbar et al., 2022). On the contrary, long-term financing can support major investments in IHCL, such as international business expansion or purchasing assets. Long-term financing sources are bank loans, issuing shares and retained earnings, which can provide huge financial stability to IHCL compared to short-term financing. 
[bookmark: _Toc235805437]3. Strategic Financial Restructuring Plan 
[bookmark: _Toc235805438]i) Options of financial restructuring
Equity injection 
Raising capital by bringing new investors/shareholders and issuing more shares is one of the effective restructuring options for IHCL. This strategy emphasises collecting extra funds for business operations but not using debt, which is important to strengthen working capital and maintain financial stability. Modigliani-Miller theorem states that the capital structure of an organisation does not affect its value in a perfect market condition (Gutta, 2025). However, IHCL already has high equity in its capital structure, which means injecting more equity needs careful evaluation before issuing additional shares. Investing new funds in IHCL through equity in projects requires ensuring strong financial returns in future. 
Divestiture 
The process involves selling business units and assets that are not creating value for business or require high maintenance costs. Divestiture strategy can enable IHCL to generate additional cash and focus on key business areas that generate high profits. Divestiture helps companies strengthen strategic focus, reduce financial pressure, improve business portfolio and limit damage control (Pearce II and Patel, 2022). Additionally, the money raised from selling non-performing assets can be used by IHCL to invest in business growth, including technology upgrades and business expansion. It can also allow managers of IHCL to manage resources in terms of cutting spending on less productive operations. Reviewing an asset portfolio regularly is important before making a divestiture decision for identifying non-core assets. 
Merger
Combining two companies to form a large and strong business is the main concept of a merger, which can improve operational efficiency of IHCL. Additionally, the strategy provides opportunities for the company to expand its customer base and improve business competitiveness, besides increasing market presence. As mentioned by Suryaningrum et al. (2023), connecting two or more companies from the same industry reduces market competition and enhances business efficiency. Specifically, resources of two companies together can enable IHCL to achieve better business performance and maintain a healthy financial position. Nevertheless, success of merger depends on careful planning and effectiveness of both companies' management, systems and business operations. 
[bookmark: _Toc235805439]ii) Representing impact of restructuring 
Divestiture can increase shareholder value by allowing IHCL to sell non-performing assets and focus on profitable business activities through investment in high-return projects. Additionally, merger is supportive for IHCL to improve shareholder value by expanding the customer base and increasing market share, apart from increasing EPS over time. However, equity injection may reduce shareholders' ownership percentage and dilute EPS short-term, although it can improve debt structure. As opined by Olawale and Obinna (2023), policymakers need to encourage maintaining sufficient equity capital to strengthen financial stability and ability to absorb losses. In addition, divestiture can create a positive impact on debt structure by reducing existing liabilities and strengthening cash reserves. On the contrary, a merger can increase or decrease debt, as it depends on the financial position of the company with whom IHCL will merge. Considering the positive impact of equity injection on debt structure in terms of increasing shareholders' equity, IHCL can reduce its interest obligations and enhance its ability to manage future financial risks. 
In the context of operational flexibility, IHCL's divestiture strategy can enable management to focus more on profitable business activities. Inefficient use of some resources may encourage companies to exit certain business activities through divestiture, especially for businesses facing continuous financial losses (Adriana et al., 2024). It can also improve decision-making and allow resources to be allocated more efficiently, while a merger is effective in providing access to new technology and skilled employees. Furthermore, equity injection can provide financial flexibility through additional funds available for investment and expansion without repayment obligations. Overall, these financial restructuring options can strengthen IHCL's long-term performance and support sustainable business growth. 
[bookmark: _Toc235805440]iii) International and ethical considerations
Business expansion through merger or investing equity funding and cash from divestiture represents the importance of considering financial and ethical factors. Taxation is an important factor that needs to be valued during IHCL's expansion as every country has different tax laws and regulations. Complying with tax rules is essential for IHCL, besides maintaining reporting requirements in every country where it operates, which requires effective tax planning. Furthermore, currency risk can affect IHCL’s financial performance in terms of fluctuations in currency rates when it earns revenue in different currencies. Exchange rate risk indicates that financial difficulties for companies arise from unexpected changes in exchange rates (Mwania and Suva, 2022). Inflation can also influence IHCL's business operations by increasing labour costs, food expenses and maintenance costs for hotels. Specifically, high inflation will increase operating expenses for IHCL compared to revenue from room sales. In the context of ethical business operations, IHCL needs to have strong CSR commitments, such as investing in environmental sustainability and managing waste responsibly. IHCL’s total CSR obligations in 2025 are valued at ₹30.72 crores, and it has spent ₹30.35 crores on CSR projects (Ihcltata, 2026). IHCL can also support local communities through education, skill development and employment opportunities, which are essential to improve business reputation in the market. 
[bookmark: _Toc235805441]4. Investment Appraisal and Capital Budgeting 
[bookmark: _nu557yq3xkhs][bookmark: _Toc235805442]i) Calculating Investment Projects using PBP, ARR, NPV, PI, and IRR
Investment Appraisal for Project A
	“Project A

	Year
	Net Cash Flow (M)
	Discount Rate @ 8%
	Present Value (M)
	Cumulative Cash Inflow (M)
	Yearly Depreciation (M)
	 Average Annual Profit (M)

	0
	-£                  50.00
	1.000
	-£                 50.00
	-£                             	50.00
	 
	 

	1
	 £              	10.00
	0.926
	 £               	9.26
	-£                             	40.00
	 £                       	10.00
	 £                                 	-  

	2
	 £              	12.00
	0.857
	 £             	10.29
	-£                             	28.00
	 £                       	10.00
	 £                              	2.00

	3
	 £              	14.00
	0.794
	 £             	11.11
	-£                             	14.00
	 £                       	10.00
	 £                              	4.00

	4
	 £              	10.00
	0.735
	 £               	7.35
	-£                               	4.00
	 £                       	10.00
	 £                	                 -  

	5
	 £                	8.00
	0.681
	 £               	5.44
	 £                               	4.00
	 £                       	10.00
	-£                             	2.00

	Total Present Value
	 
	 £             	43.46
	 
	 
	 

	NPV
	-£                                                                                                                                                                                            6.54

	IRR
	2.72%

	PBP
	4.5

	ARR
	3.20%

	PI
	0.87

	Total Annual Accounting Profit
	 
	 
	 
	 
	 £                              	4.00

	Average Annual Profit
	 
	 
	 
	 
	 £                              	0.80

	Average Investment
	 
	 
	 
	 
	 £      25.00”


Table 3: Calculating Investment Appraisal for Project A
(Source: Excel)
Investment Appraisal for Project B
	“Project B

	Year
	Net Cash Flow (M)
	Discount Rate @ 8%
	Present Value (M)
	Cumulative Cash Inflow (M)
	Yearly Depreciation (M)
	 Average Annual Profit (M)

	0
	-£                  50.00
	1.000
	-£                 50.00
	-£                             	50.00
	 
	 

	1
	 £              	11.00
	0.926
	 £             	10.19
	-£                             	39.00
	 £                       	10.00
	 £                              	1.00

	2
	 £              	11.00
	0.857
	 £               	9.43
	-£                             	28.00
	 £                       	10.00
	 £                              	1.00

	3
	 £              	11.00
	0.794
	 £               	8.73
	-£                             	17.00
	 £                       	10.00
	 £                              	1.00

	4
	 £              	11.00
	0.735
	 £               	8.09
	-£                               	6.00
	 £                       	10.00
	 £              	                1.00

	5
	 £              	11.00
	0.681
	 £               	7.49
	 £                               	5.00
	 £                       	10.00
	 £                              	1.00

	Total Present Value
	 
	 £             	43.92
	 
	 
	 

	NPV
	-£                                                                                                                                                                                            6.08

	IRR
	3.26%

	PBP
	4.55

	ARR
	4.00%

	PI
	0.88

	Total Annual Accounting Profit
	 
	 
	 
	 
	 £                              	5.00

	Average Annual Profit
	 
	 
	 
	 
	 £                              	1.00

	Average Investment
	 
	 
	 
	 
	 £        25.00”


Table 4: Calculating Investment Appraisal for Project B
(Source: Excel)
Investment Appraisal for Project C
	“Project C

	Year
	Net Cash Flow (M)
	Discount Rate @ 8%
	Present Value (M)
	Cumulative Cash Inflow (M)
	Yearly Depreciation (M)
	 Average Annual Profit (M)

	0
	-£               50.00
	1.000
	-£                 50.00
	-£                             	50.00
	 
	 

	1
	 £                	5.00
	0.926
	 £               	4.63
	-£                             	45.00
	 £                       	10.00
	-£                             	5.00

	2
	 £              	10.00
	0.857
	 £               	8.57
	-£                             	35.00
	 £                       	10.00
	 £                                 	-  

	3
	 £              	20.00
	0.794
	 £             	15.88
	-£                             	15.00
	 £                       	10.00
	 £                            	10.00

	4
	 £              	25.00
	0.735
	 £             	18.38
	 £                              	10.00
	 £                       	10.00
	 £               	             15.00

	5
	 £                	5.00
	0.681
	 £               	3.40
	 £                              	15.00
	 £                       	10.00
	-£                             	5.00

	Total Present Value
	 
	 £             	50.86
	 
	 
	 

	NPV
	 £                                                                                                                                                                                             0.86

	IRR
	8.59%

	PBP
	3.60

	ARR
	12.00%

	PI
	1.02

	Total Annual Accounting Profit
	 
	 
	 
	 
	 £                            	15.00

	Average Annual Profit
	 
	 
	 
	 
	 £                              	3.00

	Average Investment
	 
	 
	 
	 
	 £       25.00”


Table 5: Calculating Investment Appraisal for Project C
(Source: Excel)
[bookmark: _4fgdgj4kegz6][bookmark: _Toc235805443]ii) Project Recommendation and Justification 
Recommendation 
The Indian Hotels Company Limited (IHCL) is recommended to implement Project C. The only one of the three alternatives to have a positive NPV is £0.86 million, IRR of 8.59%, which is above the 8% required rate of return. Furthermore, the highest ARR calculated at 12% and a highest Profitability Index is 1.02 and the shortest Payback Period of 3.6 years has been identified for Project C. Therefore, the financial metrics above illustrate that Project C is a shareholder value creation project and has the best overall investment performance.
Justifying Recommendation with reference to the company’s financial performance 
Considering IHCL's financial performance and future goals, the most appropriate investment is project C, which has a higher return ratio. The IRR method may produce multiple values when the cash flow is not a fixed annuity, and the IRR is a ratio that cannot reflect the actual profit (Huang et al., 2022). The company's profitability has been enhanced over the last five years, with its revenue increasing steadily, operating margins moving higher and net earnings also getting better, giving it adequate financial resources to make value-enhancing investments. The result of the Project C NPV of negative £0.86 million is not enough to cover the cost of capital required, unlike Projects A and B which both deliver losses. 
In addition, their IRR of 8.59% is above the 8% discount rate of the company, which further shows that the project's anticipated return is higher than the required rate of return. IHCL’s Q1 2027’s revenue aims to increase by 15% at ₹2,419 crores; pat up by 21% at ₹358 crores, 20 signings and 11 hotel openings (Ihcltata, 2026). This indicates that a lower payback period of 3.6 years in the case, is favourable for liquidity. This helps to recover the initial investment quickly; a higher ARR of 12%, a higher Profitability Index such as 1.02, indicates increased accounting returns and investment efficiency. Project C as a whole adds to both profitability boosting and sustainable long-term financial gains.
Justifying Recommendation with reference to the company’s non-financial risks
Project C has some non-financial risks that it faces that will need to be addressed but cannot be evidenced in terms of loss of money. With the international expansion of IHCL's brands like Taj, Vivanta, SeleQtions, Ginger and Tree of Life, the company is also affected by geopolitical risk, alterations in government policies and foreign investment policy in several countries. The “Hotel Safety Committee” regularly focuses on guest safety by assessing risks, leading to strategic incident management and continuous improvement in safety practices (Ihcltata, 2024). The exchange rate of currencies could also have an impact on the cost of projects and profits from foreign activities. In addition, customer satisfaction and brand loyalty are critical for the hospitality sector. 
Satisfaction, concern over hackability of digital booking systems or negative customer ratings may have a negative impact on IHCL's high-end brand reputation and their repeat business. The outcomes of the materiality assessment and stakeholder consultations are used to prioritise key focus areas and are subsequently integrated into the IHCL’s policies, strategies and operational initiatives (Ihcltata, 2026). The company also aims to be sustainable with its Paathya ESG framework, which emphasizes environmental care, community development, employee wellbeing, and ethical governance. Overall, ensuring these commitments are met alongside good quality guest experiences will help build stakeholder trust, minimise reputational risk and contribute to the future sustainability and resilience of Project C.
[bookmark: _qgdx7v14gbc5][bookmark: _Toc235805444]iii) Final Project Recommendation Assuming a Maximum of £100 million Investment 
	Combination of the Project
	Net Present Value (NPV)
	Project Recommendation

	Project A+B
	-£                      	12.62
	Third

	Project B+C
	-£                        	5.22
	First

	Project C+A
	-£                        	5.69
	Second


Table 6: Project Combination
(Source: Excel)
The capital rationing constraint is there is a maximum investment budget of £100 million, indicating only 2 projects can be chosen as each project has an initial investment of £50 million. According to Osmundsen et al. (2022), capital rationing is often implemented by simple decentralised profitability metrics. The goal is to maximize shareholders' value by picking the project combination with the largest overall Net Present Value (NPV). The following results from the investment appraisal gives that Project B and Project C combination is the preferred choice. 
It can be seen that the combined NPV is negative of £5.22 million, but this is the least negative of all the possible combinations, better than Project C. NPV is a financial concept used to determine the actual monetary value of a firm or project by analysing cash inflows and outflows over time (Ebsco, 2026). This has a combined NPV of negative £5.69 million, and Project A and Project B, which has the lowest combined NPV of negative £12.62 million. Moreover, Project C has a positive NPV and the highest rates of return such as IRR, ARR, and Payback Period on its own, which is the best investment. Therefore, this means that the Project B and Project C mix is the most profitable given that a total of £100m is available for the investments in capital. 
[bookmark: _jlqt4ldz3nu0][bookmark: _Toc235805445]5. Critical Reflection on AI Usage
[bookmark: _d8slx1o51sum][bookmark: _Toc235805446]i) Disclosure of Tools
The financial report has been prepared using Artificial Intelligence (AI) as an assisting tool. The main AI tool employed was ChatGPT (OpenAI), which was used to help structure the report, improve the academic writing, explain financial concepts, summarise relevant literature and suggest appropriate analytical frameworks for financial ratio analysis. ChatGPT’s capability of generating high-quality sentences demonstrated potential to be applied in a wide range of fields (Kim et al., 2023). The use of AI also helped to organize ideas and enhance the overall coherence and readability of the report. However, all financial calculations, interpretations and recommendations have been independently reviewed before being included. The assessment's AI Use Acknowledgement requirements have been clearly met with the use of AI.
[bookmark: _6y90ygsr0485][bookmark: _Toc235805447]ii) Evaluation of AI Output 
All AI-generated content was critically assessed prior to being added to my report. I cross checked the financial statement data, ratio calculations and the results of the investment appraisals with the annual reports. These analyses audited financial statements and accepted corporate finance literature of IHCL to ensure the accuracy of the financial information. ChatGPT is a natural language generation model that has found applications in a wide range of tasks such as question answering, text summarisation, machine translation, classification, code generation, and dialogue AI (Ren et al., 2023). I also checked the accuracy of the concepts in the explanations by comparing them with existing theories on financial management produced by humans. I considered them to be possible hallucinations and corrected them with audited financial data, peer-reviewed academic sources, and my own financial analysis. Besides that, the PBP, ARR, NPV, IRR, and PI calculations were made using Microsoft Excel to ensure there was no error and logical consistency in all numerical results. 
[bookmark: _q8e9hwwuuve6][bookmark: _Toc235805448]iii) Analysing the Contribution
It should be noted that the document has been created by my analysis and critical judgement, while AI has assisted in the preparation of this document. The main areas where AI helped me was with structuring and improving academic writing and in clarifying financial concepts and techniques. I decided to pick IHCL as the case organisation and analyse its financial performance for 5 years, interpret the ratio analysis, compare them with industry ratio analysis. AI is transforming literature review in management learning, offering new opportunities for knowledge synthesis while raising epistemological and methodological challenges (Chan, 2025). Evaluations of Projects A, B, and C were based on my own judgment of the financial information presented, and my recommendation under the £100 million investment constraint was not produced by AI. Therefore, the AI was used as a tool for productivity and creating content, but the critical analysis, synthesis of evidence, and the strategic recommendations were my own product.
[bookmark: _woa0mhwt2w0y][bookmark: _Toc235805449]iv) Ethical & Professional Reflection   
The application of AI in financial analysis has made it more important than ever to consider ethical responsibilities and professional judgment. I understand that it is my responsibility to take accountability and transparency decisions at a high level, and to always abide by professional standards, and this cannot be done through AI systems. From a business ethics perspective, explainability also enables managers to justify and take responsibility for AIassisted decisions (Cao et al., 2026). Without verification, there is the potential for misinformation, misjudging how to interpret financial data, making inappropriate financial decisions, or making recommendations that are biased. In this report, I utilised AI responsibly by cross-validating its responses with my own professional expertise and clearly stating the extent of AI's involvement in the creation of content. I have used AI responsibly in this report, cross-checking its outputs with my own professional knowledge. I feel that using AI should not be considered as a replacement for critical thinking, ethical responsibility, and strategic decision making. Overall, this is expected of finance professionals, but rather can act as a support system to make finance professionals more efficient and powerful in their analysis. 
[bookmark: _7ouy33jp1qru][bookmark: _Toc235805450]Conclusion
The Indian Hotels Company Limited (IHCL) is assessed in this report by analysing the financial performance, working capital management, restructuring options and investment appraisal. The ratio analysis results show that IHCL has improved its financial performance while keeping its liquidity position stable and profitability improved. Efficient working capital management, prudent financial restructuring and sustainable growth were recommended as strategic solutions to improve the long-term value of the shares. In conclusion, the investment appraisal determined that Project C was the most financially attractive project and the combination of Projects B and C was recommended under the capital rationing constraint of £100m. 
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Accounts Receivable Turnover days

Operating profit margin
(Operating
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Debt-to-Equity Ratio

Net income. loutstanding shares) | X 24725|] 203809|% 133024[X 105283|X 3445
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INumber of outstanding shares (crore) 142.34] 142.34] 14213 142.04] 125 59

z 1579 2 14.32[% 9367 7417 027
Dividends Per Share (DPS)

(Dividend Paid/Number
Dividend Paid lof outstanding shares) | 027|]  24910|%  15454[3 6429 |% 742
INumber of outstanding shares (crore) 1A2 34] 142.34] 1A2 13| 1A2 [ 125 59

175
—
Current Ratio
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Year  Net Cash Flow (M) Discount Rate @ 8% Present Value (M) Cumulative Cash Inflow (M) Yearly Depreciation (M)  Average Annual Profit (M)

0 50.00 -£                    1.000 50.00 -£                   50.00 -£                                  

1 10.00 £                    0.926 9.26 £                     40.00 -£                                   10.00 £                             - £                                    

2 12.00 £                    0.857 10.29 £                   28.00 -£                                   10.00 £                             2.00 £                                  

3 14.00 £                    0.794 11.11 £                   14.00 -£                                   10.00 £                             4.00 £                                  

4 10.00 £                    0.735 7.35 £                     4.00 -£                                     10.00 £                             - £                                    

5 8.00 £                     0.681 5.44 £                     4.00 £                                     10.00 £                             2.00 -£                                  

43.46 £                  

4.00 £                                  

0.80 £                                  

25.00 £                                

Year  Net Cash Flow (M) Discount Rate @ 8% Present Value (M) Cumulative Cash Inflow (M) Yearly Depreciation (M)  Average Annual Profit (M)

0 50.00 -£                    1.000 50.00 -£                   50.00 -£                                  

1 11.00 £                    0.926 10.19 £                   39.00 -£                                   10.00 £                             1.00 £                                  

2 11.00 £                    0.857 9.43 £                     28.00 -£                                   10.00 £                             1.00 £                                  

3 11.00 £                    0.794 8.73 £                     17.00 -£                                   10.00 £                             1.00 £                                  

4 11.00 £                    0.735 8.09 £                     6.00 -£                                     10.00 £                             1.00 £                                  

5 11.00 £                    0.681 7.49 £                     5.00 £                                     10.00 £                             1.00 £                                  

43.92 £                  

5.00 £                                  

1.00 £                                  

25.00 £                                

Year  Net Cash Flow (M) Discount Rate @ 8% Present Value (M) Cumulative Cash Inflow (M) Yearly Depreciation (M)  Average Annual Profit (M)

0 50.00 -£                    1.000 50.00 -£                   50.00 -£                                  

1 5.00 £                     0.926 4.63 £                     45.00 -£                                   10.00 £                             5.00 -£                                  

2 10.00 £                    0.857 8.57 £                     35.00 -£                                   10.00 £                             - £                                    

3 20.00 £                    0.794 15.88 £                   15.00 -£                                   10.00 £                             10.00 £                                

4 25.00 £                    0.735 18.38 £                   10.00 £                                   10.00 £                             15.00 £                                

5 5.00 £                     0.681 3.40 £                     15.00 £                                   10.00 £                             5.00 -£                                  

50.86 £                  

15.00 £                                

3.00 £                                  

25.00 £                                

3.60

Average Investment

Average Investment

12.00%

PI 0.87

PI 0.88

Average Investment

ARR 3.20%

ARR 4.00%

ARR

Total Annual Accounting Profit

Total Annual Accounting Profit

Total Annual Accounting Profit

Average Annual Profit

Average Annual Profit

Average Annual Profit

PBP

PI 1.02

4.55

IRR 8.59%

PBP

PBP

4.5

0.86 £                                                                                                                                                                                             

Total Present Value

NPV

Project A

Project B

Project C

Total Present Value

Total Present Value

NPV 6.54 -£                                                                                                                                                                                             

NPV 6.08 -£                                                                                                                                                                                             

IRR 2.72%

IRR 3.26%
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