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[bookmark: _Toc235041159]Introduction	
This report appraises the financial performance and position of Whitbread PLC in the period 2021-2025. It analyses the liquidity, profitability, efficiency, gearing, investment, and cash-flow ratios together with an income statement of the company, its balance sheet, and cash-flow statement. The current working-capital management, the comparison of financing options, and the recommendation of restructuring steps aimed at enhancing the liquidity and operating flexibility are also analysed. Moreover, three investment projects are estimated based on the payback period, ARR, NPV, PI, and IRR, and finally on capital-rationing. The report ends with a critical commentary on the use of AI, verification processes, accountability, and sustainability in the long-run value generation.
[bookmark: _Toc235041160]Financial Health Check
Financial health check assesses the overall financial strength of a company by analysing the profitability, liquidity, efficiency, gearing, investment returns and investing cash-flow capacity. It is important because it helps to detect financial strengths, weaknesses and new risks, provide improved financing, investment and operational decisions and evaluate long-term stability and resilience (Nam and Tuyen, 2024).
[bookmark: _Toc235041161]1.1 Profitability Ratio Analysis 
Profitability Ratio is a measure that indicates a company's efficiency in generating profit from sales, assets, equity, and operations. ROE improved from -24% in 2021 to 8% in 2025, reflecting restored profitability, although it declined from 9% in 2024. Net profit margin similarly recovered from -154% to 9%, driven by higher hotel demand and operational recovery, but fell from 11% due to rising costs and finance expenses. ROA increased from -11% to 3%, indicating improved asset utilisation. However, the reported gross profit margins above 180% are unreliable because Whitbread does not separately report COGS (Whitbread, 2021).
[bookmark: _Toc235041162]1.2 Liquidity Ratio Analysis
Liquidity Ratio is a company's ability to pay short-term obligations with cash and other current assets. The current ratio declined from 1.76 in 2022 to 0.81 in 2025, while the acid-test ratio fell from 1.74 to 0.80. The previous ratios revealed that it had enough current assets to cover its short-term debts (Whitbread, 2022). Both ratios had values of less than one as of 2025, indicating that current liabilities were more than easily available and accessible current assets and generated higher refinancing and payment risk (Whitbread, 2025). This slight variation in the ratios is due to the minimal inventory holding of Whitbread. As much as liquidity is often low in cash-generating businesses in the hospitality sector, extended low liquidity can limit the flexibility and heighten reliance on outside financing (Nam and Tuyen, 2024).
[bookmark: _Toc235041163]1.3 Efficiency Ratio Analysis
Efficiency Ratio is the measure of the efficiency of the use of assets and resources to create sales and run the company. In 2024, the receivables turnover rose to 24.81 times as compared to 7.94 times in 2021 and provided considerable evidence of quicker collection and enhancement in the revenue-to-cash process (Whitbread, 2024). The decrease to 22.99 times in 2025 implies a slight loss of collection efficiency. Continuous growth was seen in the inventory turnover from 48.71 up to 170.87 times, which was a result of a high rate of consumption of food, beverage, and hotel supplies. However, it is partly justified by the extremely high turnover being due to the nature of the operating model by Whitbread, being service based rather than management performance. Occupancy, room utilisation and operating productivity measures should also be taken as measures of efficiency (Kim and Lin, 2024).
[bookmark: _Toc235041164]1.4 Gearing Ratio Analysis
Gearing ratio reflects a company's financial leverage, or how it funds its operations with debt versus shareholders' equity. Compared to 1.29 in 2021, the reported debt-to-equity ratio rose by 1.97 in 2025, which implies that Whitbread became more reliant on liabilities compared to the equity of shareholders. The computation seems to utilize overall liabilities instead of interest-bearing debt, and thus, it should be described as the liabilities-to-equity ratio. The increase can be mainly attributed to further borrowings and high lease liabilities in 2025 (Whitbread, 2025). The fall suggests a lower earnings buffer as compared to finance costs. Too much leverage may undermine the financial stability of the hotel companies (Nguyen et al., 2023).
[bookmark: _Toc235041165]1.5 Investment Ratio Analysis 
Investment Ratio reflects returns and the attractiveness of the market for investors by earnings, dividends, share prices and valuation indicators. The payout ratio of dividends paid by Whitbread is 0.70 in 2025 compared to zero in 2021 and 2022, indicating the recovery of dividend payments to shareholders after the pandemic. Nonetheless, paying out 70% of revenue will decrease the size of profits saved to grow the hotel, settle debt, and secure funds (Whitbread, 2025). The increased payout can thus be hard to maintain in case of poor profitability or operating cash flow. The values of the reported P/E ratios also need to be recalculated, as they seem to be a mix of market prices and earnings per share in other units. Both should be expressed in pence or pounds and then divided. Effective investment ratios require uniform, transparent, and similar financial contributions (Poretti et al., 2024).
[bookmark: _Toc235041166]1.6 Cash-Flow Ratio Analysis
Cash-Flow Ratio is the ratio of a company's ability to generate enough cash to cover current liability, debt and ongoing operations. The cash-flow position of Whitbread has improved significantly in comparison to the disruption by the pandemic. Compared to 2021, the operating cash-flow ratio was better in 2024 with the value of 1.01 (2024) rather than it was better in 2021 (0.50). The ratio dropped to 0.58 in 2025 since the current liabilities went up significantly, even with the continued positive operating cash generation. The cash-flow-to-debt ratio similarly improved from –0.08 in 2021 to 0.15 in 2024 before falling to 0.12 in 2025. This implies that 12% of the liabilities might be paid off using one year of operating cash flow. Better(stronger) working capital and cost controls are thus demanded (Berg et al., 2024).
[bookmark: _Toc235041167]1.7 Income Statement Analysis 
The income statement of Whitbread shows that the business has made a considerable rebound following the loss incurred in 2021 due to the pandemic. Revenue rose to £2,921.9 million in 2025 versus £589.4 million in 2021, and operating profit was an improvement of £514.0 million compared to a loss of £839.1 million in 2021. However, revenue decreased by a little compared to the figures in 2024 of £2,959.9 million, and net profit decreased to £253.7 million in 2025. The finance costs also increased to reach over £188.5 million, which is weakening the conversion of profit. The outcomes demonstrate a rebounding demand and new strain of operating costs, financing costs and taxation, demanding a greater degree of cost management and more disciplined long-term strategic decisions on capital allocation (Whitbread, 2025).
[bookmark: _Toc235041168]1.8 Balance Sheet Analysis 
The balance sheet of Whitbread shows that there is a growth in assets, with subsequent growth in financial obligations. The total assets also increased in 2025 compared to 2020 by growing to a figure of £9,904.7 million, being assisted by property, plant and equipment and right-of-use assets. The total liabilities, grew at a better rate, reaching £6,570.2 million in 2025, whereas the equity decreased to £3,334.5 million in 2025 since the amount was £4,119.0 million in 2022. The current liabilities were also higher than the current assets in the year 2025, indicating poor short-run solvency. Financial risk was further increased by increasing lease liabilities and borrowings, but the cash balance amount of £909.0 million helped cushion the situation. The net effect of this was an overall increased levered operationally less capital structure (Whitbread, 2025).
[bookmark: _Toc235041169]1.9 Cash Flow Statement Analysis 
The cash-flow statement of Whitbread has verified that the company operates well following the 2021 operating outlay of cash totaling £391.1 million pounds. In 2024, net operating cash flow peaked at £877.9 million and in 2025 at £761.7 million, but it was enough to finance the investment activity. Capital expenditure remained high and included spending of £466.4 million in property and equipment in 2025. The sources of financing of cash flows were negative due to dividends, lease payments, and share buybacks. However, in spite of these outflows, there was an increase to £909.0 million in cash closed. This trend shows strong cash creation; the dividend payment to shareholders and growth spending can decrease the liquidity flexibility in the future (Whitbread, 2025).
[bookmark: _Toc235041170]1.10 Trends, Strengths and Potential Threats 
Whitbread's performance indicates the company has a strong recovery following the pandemic, with revenue, profit, and operating cash flow recovering sharply following the 2021 loss. The main strengths are the regained profitability, a high level of cash generation, quick turnover of the inventory, and a large cash balance. There was a decline in performance in 2025 with revenue, net profit, ROE, interest cover, and operating cash-flow coverage decreasing. Increased lease liabilities, borrowing, and total liabilities bolstered leverage, and equity shrank, and current liabilities surpassed current assets. The liquidity may be further inhibited by continued dividend payments, share repurchases, and capital expenditures. These trends indicate a resilience in its operations, although it is becoming more vulnerable to its financing costs and economic turbulence (Whitbread, 2025).
[bookmark: _Toc235041171]1.11 Liquidity Ratios Compared with Industry Benchmarks
Whitbread’s current ratio fell from 1.76 in 2022 to 0.81 in 2025, while the acid-test ratio declined from 1.74 to 0.80. The two measures of 2025 were lower than the traditional 1.0 liquidity requirements, whereby liquid assets were lagging behind the current liabilities. However, hospitality properties tend to have a lower liquidity since customers often pay on the spot or in advance, and lower the risk of receivables. Nevertheless, the ratios of Whitbread worsened as well compared to its previous performance, indicating the lack of strong short-term strength that prices of the sector would be sufficient to offer only. Formidable cash forecasting, refinancing control, and working-capital discipline in general are thus essential to the company (Nam and Tuyen, 2024).
[bookmark: _Toc235041172]Working Capital Management	
[bookmark: _Toc235041173]2.1 Assessment of the Cash Operating Cycle
Whitbread has continued to show a negative cash conversion cycle over the last five years, but the average was slightly worse than in the previous years, with the company converting cash into cash in about -143 days in 2021 and -65 days in 2025. This means that the company would tend to receive cash in the hands of the customer and then settle the suppliers, thereby eliminating the need for outside working-capital funding. The inventory days decreased to 2.14 days compared to 7.49 days, indicating that the hotel and restaurant supplies are used quickly. The receivable days also decreased to 15.88 days from 45.95 days, and had faster collection and cash convertibility. Nonetheless, payable days declined from 196 to about 83 days, implying that suppliers were being paid much earlier than during the pandemic. Though the negative cycle still works positively, decreased negativity implies that Whitbread gets less finance by suppliers than before. The management should thus maintain negotiated credit terms but ensure that there are good supplier relations. Generally, the cycle sustains the liquidity, but they should still be observed as the current liabilities are greater in 2025 compared to current assets (Whitbread, 2025).
[bookmark: _Toc235041174]2.2 Working Capital Reforms to Improve Liquidity
Whitbread ought to fortify rolling cash-flows forecasts to sum total room demand, payroll, vendor payments, lease commitments, capital expenditure, and seasonal changes. Monitoring of a centralised treasury would enable the manager to detect the short-term funding shortages sooner and more effectively use cash in operations (Valiña-Sotelo and Iglesias, 2026). Decisions related to working capital and cost management should be aligned since the decision to reduce operating expenditure can free up cash without adding to the dependence on external finance (Berg et al., 2024). There is a need to increase the use of advance payment, automated invoicing, and immediate follow-up of corporate accounts in order to improve the collection of receivables. The terms with the suppliers are to be renegotiated based on the volume of purchasing, whereas the payment performance should be ethical and commercially sustainable. Occupancy and restaurant-demand data must be used to forecast the inventory requirements, which would avoid shortages along with waste (Nam and Tuyen, 2024). A sufficient liquidity reserve should also be maintained by Whitbread since its current ratio dropped to less than one in 2025, indicating that current liabilities were more than current assets.
[bookmark: _Toc235041175]2.3 Short-Term versus Long-Term Financing
Financial facilities such as overdrafts, revolving credit facilities, supplier credit, and short-term finance are flexible and can be used to cover odd seasonal cash needs. It, however, introduces the refinancing and interest-rate risks since the facilities should be renewed frequently and can be costly in economic uncertainty. High short-term debts would thus deteriorate Whitbread's already undermined current-liability situation  (Nguyen et al., 2023). The financing through long-term financing like bonds is very stable to help fund the hotel construction, refurbishment and international expansion. It has some shortcomings such as the need to arrange at a higher cost, restrictive covenants, and long commitments (Blanco-Moreno et al., 2025). Whitbread ought to equate financing maturity to the property asset life with long-term funds and limited revolving facilities to the seasonal working-capital requirement. Liquidity would be facilitated by a benevolent maturity structure that would not permit too much reliance on short-term creditors. In hotel companies, capital-structure choices are of interest, especially when the financial instability during demand shocks is aggravated by both high fixed cost and lease obligations.
[bookmark: _Toc235041176]Strategic Financial Restructuring
[bookmark: _Toc235041177]3.1 Recommended Financial Restructuring Options
Whitbread needs to use a selective restructuring process that ensures a focus on debt refinancing strategy, selling off underperforming assets, and control distribution to shareholders. In 2025, the total liabilities hit the highest number of £6,570.2 million, and the total equity reached the lowest level of £3,334.5 million of financial flexibility and increased dependence on declared obligations (Whitbread, 2025). A portion of the short-term debt of the company should then be re-financed into long term fixed-rate debt. The latter would decrease the repayment pressure in the short term, enhance maturity matching and limit the exposure to interest-rate risk. Whitbread is also recommended to analyse its portfolio of hotels and properties and sell those that have low occupancy rates, poor profitability or could no longer be strategic. The sale of the disposals might be considered in order to repay debt, enhance liquidity as well as renovate more profitable Premiere Inn assets. Management is not supposed to dispose of good assets when the market is weak since uncertainty may cause the efficiency of investments in hospitality enterprises to decline (García-Gómez et al., 2023). A significant equity financing is not encouraged currently since it might dilute the existing shareholders. However, the amount of equity injection could be lower in the case that Whitbread enters into massive international growth which could not be funded safely by means of retained earnings. Too much debt may leave hotel companies weak when there is a disruption in demand, thus expansion should not heavily rely on extra borrowing.
[bookmark: _Toc235041178]3.2 Impact on Shareholder Value, Debt Structure and Operational Flexibility
Debt refinancing has the potential to enhance shareholder value by reducing risks related to refinancing and establishing more certain costs of finance. Increased maturity profile can also hedge dividend capacity and boost investor confidence. The longer-term debt however can have greater total interest payment so the gains must be more than the refinance cost. Selective divestiture would be able to enhance return on assets and free cash to pay down debt or to strategically invest (Poretti et al., 2024). However, selling off lucrative properties may decrease potential future revenues and undermine market penetration. Assets then ought to be considered based on financial performance, strategic location and growth perspective. Whitbread needs to keep growth of dividends and share buybacks moderate until liquidity growth and interest coverage are better. The preservation of cash is relevant as sufficient reserves enable hospitality firms to cope with uncertainty and shocks to the financial system (Ozdemir et al., 2023). A cut in distributions would bolster held earnings and give it increased flexibility in its operations to go through with refurbishment, digital investment and international expansion. Investor confidence would also be enhanced through transparent disclosure of the restructuring costs, proceeds of disposal and anticipated savings. Credible financial reporting enables shareholders to evaluate restructuring as being value creating and not just a way of enhancing short term results.
[bookmark: _Toc235041179]3.3 International, Ethical and ESG Considerations
The restructuring plan of Whitbread should be based on its exposure internationally, especially the growth it has in Germany. The movements of sterling euro exchange rate can impact on the translation of the revenue, construction expenditure, lease commitments and investment returns. The local-currency borrowing, natural hedging, and appropriate financial instruments should be utilized to manage the currency risk (Habib and Kayani, 2023). Wages, utilities, food costs and construction spending, which will be inflated, will need realistic assumptions made in financing and investment decisions. Planning tax evasion must be legal and ethically sound as tax aggression may weaken stakeholder confidence and expose the company to regulatory risk (Blanco-Moreno et al., 2025). Employees and local communities should also be taken into consideration in asset disposal and cost reduction. A consultative approach in structuring includes proper treatment and support of the affected workers. Environmental, social and governance performance must not detract focus on financing choices since the quality of ESG may affect the cost of borrowing in the hotel sector (He et al., 2024). Whitbread is advised to put a special focus on energy efficiency, responsible procurement, employee welfare and quantifiable carbon cutoff since sustainability has gained a vital role in strategy of hospitality.
[bookmark: _Toc235041180]Investment Appraisal
[bookmark: _Toc235041181]4.1 Correction of the Investment Appraisal Results
The profitability index and the payback figures must be corrected before deciding on a project. The positive NPV is expected to be normally associated with the profitability index, which should be higher than 1.00, and the negative NPV must be expected to result in the index that should fall below 1.00. Thus, the PI values of Projects A, B and C are inconsistent between their NPVs. The traditional payback period also represents that the initial investment of the three projects pay back in five years. Internally consistent calculations must be employed in capital-budgeting decisions, and an error may occur in one type of calculation, leading to the inadequate prioritization of the project (Sureka et al., 2022).
	Project
	NPV at 8%
	Corrected PI
	Simple PBP
	IRR
	ARR

	A
	–£6.54m
	0.87
	4.50 years
	2.72%
	1.60%

	B
	–£6.08m
	0.88
	4.55 years
	3.26%
	2.00%

	C
	£0.86m
	1.02
	3.60 years
	8.59%
	6.00%


Under the discounted payback, Projects A and B would not be able to recoup their starting investments within five years whereas Project C would recoup their discounted investment towards the end of the fifth year.
[bookmark: _Toc235041182]4.2 Comparison of the Three Projects
Project A has a total undiscounted inflows of £54 million, yet the NPV of the project A is found to be -6.54 million within which the receipts are said to be inadequate after considering the use of time value of money and the required 8 percent return. Its PI of 0.87 substantiates the fact that every 1 pound invested results in a present-value inflow only of about 0.87. Its 2.72% IRR is significantly lower than the required return, whereas its 1.60% ARR is only marginally profitable to the accounting. Even though the project breaks-even after 4.50 years, the long payback and negative NPV value means that it would wipe out the shareholder value.
Project B offers consistent yearly cash flows of the amount of £11 million, and this can simplify budgetary procedures and liquidity projections. Nonetheless, it has a negative NPV of -.608 million pounds, and the PI of 0.88 reflects a lack of covering that initial investment with discounted benefits. Its IRR of 3.26 is more than Project A but still is very low compared to the 8% hurdle rate. Project B is then not generating a reasonable financial return and is providing cash-flow stability. When appraisal techniques seem conflicting, NPV offers a more useful value creation assessment than separate percentage or payback values (Sokolov, 2024). 
Project C has an NPV of £0.86 million pounds and is the only project that is likely to add value to the corporation. Its PI of about 1.02 implies the discounted inflows are slightly higher than the amount invested which is about 50 million pounds. It also has IRR of 8.59 which is higher than the required 8% and ARR of 6.00 which is the best of the other options. Simple payback of project C also is the fastest; 3.60 years. As a result, Project C is the most financially sound choice with all the five methods of appraisal ranking it as such. Advanced capital-budgeting choices must however keep in mind quantified returns and uncertainty with regard to the estimated cash flows (Darmansyah et al., 2025).
[bookmark: _Toc235041183]4.3 Recommended Project
Project C ought to be accepted since it will meet the principal discounted cash-flow acceptance criteria. Its positive NPV implies its ability to create the value, its PI is greater than one, and its IRR is bigger than the expected required return of 8% of Whitbread. This project also provides a superior ARR and shorter recovery period compared to Projects A and B. Projects A and B should be rejected as their negative NPVs indicate that their returns would not cover up the investment amount and financial risk that Whitbread incurs. Such a recommendation is especially suitable, given the financial state of Whitbread. In 2025, net profit fell to £253.7M due to the change downward of the net profit in 2025 by £312.1M with net profit margin also decreasing to about 9%. The current ratio dropped down to 0.81, and the operating cash-flow ratio came down to 0.58 indicating that current assets and annual operating cash flows covered only a small part of short-term debt. The total liabilities have equally had an increase of up to £6,570.2 million, with interest cover deteriorating to 2.21 times (Whitbread, 2025). Such states render it unsuitable to invest £50 million in a project with negative-NPV.
Increasing liabilities and huge lease obligations of Whitbread also imply that further investments must maintain not debilitate financial flexibility. High- fixed financial liability hotel companies can be more prone to instability, in case of an unexpected decrease in demand (Nguyen et al., 2023). Project C would only have a modest/light NPV of just over £0.86 million, hence the forecasts should still be subjected to sensitivity and scenario analysis. The slight decrease in the estimated inflows, or the increase in the discount rate would wipe out its positive payoff.
[bookmark: _Toc235041184]4.4 Non-Financial Risks Affecting Project C
The project C cash flows are clumped between Years 3 and 4 in Project C, resulting in increased vulnerability to implementation delays and market fluctuations. The bigger later-stage receipts might be delayed due to political instability, changes in regulations controlling the planning process, taxation and employment requirements. The uncertainty surrounding economic policy will also lead to the fact that hospitality firms fail to make decisions on time or overinvest or invest their money inefficiently (García-Gómez et al., 2023). Another threat is inflation since inflation might raise expenditure beyond the assumptions made in the appraisal due to higher wages, costs of construction, utilities and food. Another impact of exchange-rate movements in costs and returns would be experienced in a project that involves international activities. Phased investment, supplier contracts at fixed prices, local-currency financing and suitable hedging arrangements should therefore be considered by Whitbread.
Customer loyalty is also crucial in the sense that the predicted hotel cash flows rely on occupancy, repeat, pricing acceptance and brand reputation. Alterations in consumer needs on technology, quality of services, flexibility and sustainability may decrease the demand because of the project not keeping up with the new hospitality trends (Aksoy et al., 2022). Before full investment should thus be done market research and testing on the customers should be done. Project C would also have to fulfil environmental and social commitments of Whitbread. Responsible procurement and employee wellbeing, energy efficiency could incur extra initial costs, but would be able to mitigate operating and reputational risk in the long term. Good ESG performance can also contribute to the cost of borrowing and access to finance by the hotel companies (He et al., 2024).
[bookmark: _Toc235041185]4.5 Capital-Rationing Analysis
Since each project will be funded with 50 million pounds, the maximum budget of 100 million will allow any combination of projects in two.
	Combination
	Total investment
	Combined NPV
	Combined PI
	Decision

	A + B
	£100m
	–£12.62m
	0.87
	Reject

	A + C
	£100m
	–£5.69m
	0.94
	Reject

	B + C
	£100m
	–£5.22m
	0.95
	Best two-project combination, but still reject


Out of the given choices, Project B and Project C offer the largest combined NPV of -£5.22 million and the largest combined PI of about 0.95 respectively. Thus the desired combination of B and C would be possible only in those cases, when the management has to complete just two undertakings. This would however cause the destruction of the shareholder value of £5.22 million due to the combination still having a negative aggregate NPV and its PI being less than one. The amount of money is set at £100 million which is not a compulsion of having to put up the total amount, but a cap of how much one can invest. Whitbread should then utilize Project C to an extent of £50 million and keep the rest of the money (£50 million) as a buffer against liquidity, debt reduction, or future positive-NPV projects. Hoarding cash is especially relevant in the situation when uncertainty and worsening liquidity are already in place since sufficient cash reserves can help the hospitality sector to stand on their own two feet (Ozdemir et al., 2023). Project C therefore, is the capital-rationing decision that is financially rational, whereas B and C are simply the least harmful two-project choice.
[bookmark: _Toc235041186]Critical Reflection on AI
[bookmark: _Toc235041187]5.1 Tool Disclosure
This report was prepared with the support of ChatGPT, which was involved in the course of research and data-analysis. Its uses were to clarify the formulae of financial ratios, to test the reasonableness of the investment-appraisal calculations and to propose clearer grammar forms. The ratios, NPV, IRR, PI, ARR and payback periods were computed using Microsoft Excel on its own. To comply with the AI-use recognition of the assessment, AI was not viewed as an authoritative source of finances and personal judgement alternative. The financial evidence of Whitbread was assessed through the structure of the report with the assessment specification being followed and the final discussion and recommendations being made by the evaluation of Whitbread. Finance Generative AI can enhance efficiency, with the development staying open and in a proper manner (Lee et al., 2024).
[bookmark: _Toc235041188]5.2 Critical Evaluation and Verification of AI Output
Explanations and calculations made by AI were not embraced as automatic. All the financial data were compared with the publication official annual reports at Whitbread and ratio and investment-appraisal results were re-computed by hand and using Excel. A series of logical inconsistencies were found in the process. To illustrate, the initial values of profitability indices were inconsistent with the values of NPV since the negative-NPV projects had been erroneously identified as those above PI values one (Mansilla-Fernandez and Milgram-Baleix, 2023). The payback findings were also analyzed since the undiscounted cash inflows reflected that all the projects had paid back their initial investment after five years. Furthermore, the operating costs of Whitbread could not be properly categorized as the cost of goods sold since the company did not make a separate reporting of cost of goods sold. These problems proved that AI can generate reasonable yet economically ineffective answers that have to be otherwise verified by professionals.
[bookmark: _Toc235041189]5.3 AI and Personal Contribution
AI was involved primarily in the support of research, clarification of the formulas, verification of calculations and need to be further investigated. It also gave editing recommendations to enhance clarity and scholarly formatting. Nevertheless, the explanation of the decreasing liquidity of Whitbread, growing liabilities, lower interest coverage and investment power was the personal analysis of the researcher (Valiña-Sotelo and Iglesias, 2026). A combination of the personally checked NPV, IRR, PI, ARR and the payback calculation led to the choice of Project C as the final recommendation. Likewise, the suggested debt refinancing, selective divestiture and lower shareholders distributions were a series of conclusions, which is based on the synthesis of the financial statement Whitbread, and the evidence based on the hospitality-sector and not blind execution of AI results.
[bookmark: _Toc235041190]5.4 Ethical and Professional Reflection
The use of AI in financial management opens significant ethical and professional demands. Unsecured AI systems should not receive confidential or commercially sensitive information as it can pose a risk to privacy and data-governance. It also needs to be transparent to assure stakeholders of a time when AI has been used to make analysis. AI can result in bias, misunderstand accounting categories or create fake data, which is accountant-responsible (Ridzuan et al., 2024). It is especially perilous at the executive level, since the decisions made in restructuring and investment policies have an impact on the shareholders, employees and communities. To have responsible financial AI utilization, it is thus necessary to have human supervision, independent checking and proper documentation of decision making.
[bookmark: _Toc235041191]Conclusion
Whitbread exhibited a post-pandemic recovery, with its 2025 performance showing deteriorating profitability, decreasing liquidity, increasing liabilities and decreasing interest-cover protection. The negative cash operating cycle can be seen as a beneficial factor whilst the rapid supplier payments and the larger current liabilities compared to current assets demand working-capital management. To enhance the flexibility, it is advised to do debt refinancing, asset sales and restrained dividend payments. Project C is acceptable since it has a positive NPV, PI of more than one and IRR of over the required return. Whitbread ought to under capital rationing only invests in Project C expenditure with a capital of £50 million dollars and leave the rest of the money in liquidity securities.
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	"Cash Operating Cycle (CCC)"

	"Financial aspects"
	"Formula"
	2024
	2023
	2022
	2021
	2020

	1. Inventory Days (Inventory Holding Period)
	(Inventory/Sales)*365
	 

	Inventory
	
	 $         17 
	 $            21 
	 $          22 
	 $                     19 
	 $                   12 

	(/): Sales
	
	 $    2,922 
	 $       2,960 
	 $     2,625 
	 $                1,703 
	 $                  589 

	Inventory Days
	
	2.14
	2.61
	3.02
	4.16
	7.49

	2. Receivable Days (Debtor Collection Period)
	(Accounts Receivable​/Sales)*365
	 

	Accounts Receivable​
	
	 $       127 
	 $          119 
	 $        142 
	 $                   116 
	 $                   74 

	(/): Sales
	
	 $    2,922 
	 $       2,960 
	 $     2,625 
	 $                1,703 
	 $                  589 

	Receivable Days
	
	15.88
	14.71
	19.72
	24.94
	45.95

	3. Payable Days (Creditor Payment Period)
	(Accounts Payable​/Sales)*365
	 

	Accounts Payable​
	
	 $       661 
	 $          671 
	 $        677 
	 $                   571 
	 $                  317 

	(/): Sales
	
	 $    2,922 
	 $       2,960 
	 $     2,625 
	 $                1,703 
	 $                  589 

	Payable Days
	
	82.55
	82.68
	94.09
	122.29
	196.00

	Calculate Cash Operating Cycle (CCC)
	Inventory Days+Receivable Days−Payable Days
	-65
	-65
	-71
	-93
	-143



	"Profitability Ratio"

	"Return on Equity"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Net Income"
	"(Net income/Shareholders equity)*100"
	 £        253.70 
	 £     312.10 
	 £     278.80 
	 £       42.50 
	-£     906.50 

	"(/): Shareholders Equity"
	
	 £     3,334.50 
	 £  3,519.40 
	 £  4,111.40 
	 £  4,119.00 
	 £  3,834.10 

	"Return on Equity"
	
	7.61%
	8.87%
	6.78%
	1.03%
	-23.64%

	 

	"Net Profit Margin"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Net Income"
	"(Net income/Sales)*100"
	 £        253.70 
	 £     312.10 
	 £     278.80 
	 £       42.50 
	-£     906.50 

	"(/): Sales"
	
	 £     2,921.90 
	 £  2,959.90 
	 £  2,625.20 
	 £  1,703.40 
	 £     589.40 

	"Net Profit Margin"
	
	8.68%
	10.54%
	10.62%
	2.50%
	-153.80%

	"Return on Assets"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Net Income"
	"(Net income/Avarage of Total Assets)*100"
	 £        253.70 
	 £     312.10 
	 £     278.80 
	 £       42.50 
	-£     906.50 

	"(/): Avarage of Total Assets"
	
	 £     9,713.00 
	 £  9,732.05 
	 £  9,754.65 
	 £  9,182.55 
	 £  8,312.05 

	"Return on Assets"
	
	2.61%
	3.21%
	2.86%
	0.46%
	-10.91%

	 

	"Gross Profit Margin"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Sales"
	"(Sales-COGS)/Sales*100"
	 £     2,921.90 
	 £  2,959.90 
	 £  2,625.20 
	 £  1,703.40 
	 £     589.40 

	"(-):COGS"
	
	-£     2,420.00 
	-£  2,421.70 
	-£  2,133.70 
	-£  1,605.80 
	-£  1,683.10 

	"(/): Sales"
	
	 £     2,921.90 
	 £  2,959.90 
	 £  2,625.20 
	 £  1,703.40 
	 £     589.40 

	"Gross Profit Margin"
	
	182.82%
	181.82%
	181.28%
	194.27%
	385.56%

	


	"Liquidity ratio"

	"Current ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Current assets"
	"Current assets/Current liabilities"
	 £     1,073.10 
	 £     837.20 
	 £  1,328.30 
	 £  1,268.20 
	 £  1,350.50 

	"(/): Current Liabilities"
	
	 £     1,319.00 
	 £     870.40 
	 £     845.60 
	 £     719.60 
	 £     775.30 

	"Current ratio"
	
	0.81
	0.96
	1.57
	1.76
	1.74

	 

	"Acid test ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Current assets"
	"(Current assets-Inventories)/Current liabilities"
	 £     1,073.10 
	 £     837.20 
	 £  1,328.30 
	 £  1,268.20 
	 £  1,350.50 

	"(-): Inventories"
	
	 £          17.10 
	 £       21.20 
	 £       21.70 
	 £       19.40 
	 £       12.10 

	"Difference"
	
	 £     1,056.00 
	 £     816.00 
	 £  1,306.60 
	 £  1,248.80 
	 £  1,338.40 

	"(/): Current Liabilities"
	
	 £     1,319.00 
	 £     870.40 
	 £     845.60 
	 £     719.60 
	 £     775.30 

	"Acid test ratio"
	
	0.80
	0.94
	1.55
	1.74
	1.73

	 

	"Efficiency ratio"

	"Receivables Turnover ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Sales"
	"(Sales/Account Receivables)"
	 £     2,921.90 
	 £  2,959.90 
	 £  2,625.20 
	 £  1,703.40 
	 £     589.40 

	"(/): Accounts Receivable"
	
	 £        127.10 
	 £     119.30 
	 £     141.80 
	 £     116.40 
	 £       74.20 

	"Receivables Turnover ratio"
	
	22.99
	24.81
	18.51
	14.63
	7.94

	 
	 
	 
	 
	 
	 
	 

	"Inventory Turnover ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Sales"
	"(Sales/Inventories)"
	 £     2,921.90 
	 £  2,959.90 
	 £  2,625.20 
	 £  1,703.40 
	 £     589.40 

	"(/): Inventories"
	
	 £          17.10 
	 £       21.20 
	 £       21.70 
	 £       19.40 
	 £       12.10 

	"Inventory Turnover ratio"
	
	170.87
	139.62
	120.98
	87.80
	48.71

	 

	"Gearing Ratio"

	"Debt to Equity Ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Total Debt"
	"(Total debt/Total equity)"
	 £     6,570.20 
	 £  6,001.90 
	 £  5,831.40 
	 £  5,447.50 
	 £  4,964.50 

	"(/): Total Equity"
	
	 £     3,334.50 
	 £  3,519.40 
	 £  4,111.40 
	 £  4,119.00 
	 £  3,834.10 

	"Debt to Equity Ratio"
	
	1.97
	1.71
	1.42
	1.32
	1.29

	 

	"Times Interest Earned Ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"EBIT"
	"(EBIT/Interest payable)"
	 £        367.80 
	 £     451.70 
	 £     374.90 
	 £       58.20 
	-£  1,007.40 

	"(/): Interest Payable"
	
	 £        166.70 
	 £     154.90 
	 £     138.70 
	 £     133.20 
	 £     123.20 

	"Times Interest Earned Ratio"
	
	2.21
	2.92
	2.70
	0.44
	-8.18

	 

	"Investment ratio"

	"Dividend Payout"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Dividend"
	"(Net income/Outstanding shares)"
	 £        178.10 
	 £     164.70 
	 £     119.10 
	 £            -   
	 £            -   

	"(/): "Net Income"
	
	 £        253.70 
	 £     312.10 
	 £     278.80 
	 £       42.50 
	-£     906.50 

	"Dividend Payout"
	
	0.70
	0.53
	0.43
	0.00
	0.00

	 

	"P/E Ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Market Price of Share"
	"(Market price of share/EPS)"
	 £        403.84 
	 £     248.48 
	 £     123.18 
	 £  1,056.78 
	 £     705.67 

	"(/): EPS"
	
	 £        141.50 
	 £     161.00 
	 £     138.40 
	 £       21.10 
	-£     481.90 

	"P/E Ratio"
	
	2.85
	1.54
	0.89
	50.08
	-1.46

	 

	"Cash Flow Ratios"

	"Operating Cash Flow Ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Operating Cash Flow"
	"(Operating Cash Flow/Current Liabilities)"
	 £        761.70 
	 £     877.90 
	 £     799.90 
	 £     508.70 
	-£     391.10 

	"(/): Current Liabilities"
	
	 £     1,319.00 
	 £     870.40 
	 £     845.60 
	 £     719.60 
	 £     775.30 

	"Operating Cash Flow Ratio"
	
	0.58
	1.01
	0.95
	0.71
	-0.50

	 

	"Cash Flow to Debt Ratio"

	"Financial aspects"
	"Formula"
	2025
	2024
	2023
	2022
	2021

	"Operating Cash Flow"
	"(Operating Cash Flow/Total Debt)"
	 £        761.70 
	 £     877.90 
	 £     799.90 
	 £     508.70 
	-£     391.10 

	"(/): Total Debt"
	
	 £     6,570.20 
	 £  6,001.90 
	 £  5,831.40 
	 £  5,447.50 
	 £  4,964.50 

	"Cash Flow to Debt Ratio"
	
	0.12
	0.15
	0.14
	0.09
	-0.08
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[bookmark: _Toc235041196]Appendix C: Investment Appraisal Calculations
	"Year"
	"Cash Flow"
	"Discounting Factor @8%"
	"Present Value"
	 

	0
	-£          50.00 
	1.000
	-£               50.00 
	 

	1
	 £          10.00 
	0.926
	 £                 9.26 
	 

	2
	 £          12.00 
	0.857
	 £               10.29 
	 

	3
	 £          14.00 
	0.794
	 £               11.11 
	 

	4
	 £          10.00 
	0.735
	 £                 7.35 
	 

	5
	 £            8.00 
	0.681
	 £                 5.44 
	 

	"Net Present Value (NPV) of Project A"
	-£                 6.54 
	 

	"Profitability Index (PI) of Project A"
	1.13
	 

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Discounting Factor @8%"
	"Present Value"
	Cumulative

	0
	-£          50.00 
	1.000
	-£               50.00 
	-£                  50.00 

	1
	 £          10.00 
	0.926
	 £                 9.26 
	-£                  40.74 

	2
	 £          12.00 
	0.857
	 £               10.29 
	-£                  30.45 

	3
	 £          14.00 
	0.794
	 £               11.11 
	-£                  19.34 

	4
	 £          10.00 
	0.735
	 £                 7.35 
	-£                  11.99 

	5
	 £            8.00 
	0.681
	 £                 5.44 
	-£                    6.54 

	"Payback Period (PBP) of Project A"
	Not Recovered

	 
	 
	 
	 
	 

	Year
	Cashflow
	"Discounting Factor @8%"
	Present value
	 

	0
	-£          50.00 
	1.000
	-£               50.00 
	 

	1
	 £          10.00 
	0.926
	 £                 9.26 
	 

	2
	 £          12.00 
	0.857
	 £               10.29 
	 

	3
	 £          14.00 
	0.794
	 £               11.11 
	 

	4
	 £          10.00 
	0.735
	 £                 7.35 
	 

	5
	 £            8.00 
	0.681
	 £                 5.44 
	 

	"Internal Rate of Return (IRR) of Project A"
	2.72%
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Depreciation" 
	"Present Value"
	 

	0
	-£          50.00 
	0.00
	-£               50.00 
	 

	1
	 £          10.00 
	10.00
	 £                    -   
	 

	2
	 £          12.00 
	10.00
	 £                 2.00 
	 

	3
	 £          14.00 
	10.00
	 £                 4.00 
	 

	4
	 £          10.00 
	10.00
	 £                    -   
	 

	5
	 £            8.00 
	10.00
	-£                 2.00 
	 

	"Accounting Rate of Return (ARR) of Project A" 
	1.60%
	 



	"Year"
	"Cash Flow"
	"Discounting Factor @8%"
	"Present Value"
	 

	0
	-£               50.00 
	1.000
	-£           50.00 
	 

	1
	 £               11.00 
	0.926
	 £           10.19 
	 

	2
	 £               11.00 
	0.857
	 £             9.43 
	 

	3
	 £               11.00 
	0.794
	 £             8.73 
	 

	4
	 £               11.00 
	0.735
	 £             8.09 
	 

	5
	 £               11.00 
	0.681
	 £             7.49 
	 

	"Net Present Value (NPV) of Project B"
	-£             6.08 
	 

	"Profitability Index (PI) of Project B"
	1.12
	 

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Discounting Factor @8%"
	"Present Value"
	Cumulative

	0
	-£               50.00 
	1.000
	-£           50.00 
	-£                 50.00 

	1
	 £               11.00 
	0.926
	 £           10.19 
	-£                 39.81 

	2
	 £               11.00 
	0.857
	 £             9.43 
	-£                 30.38 

	3
	 £               11.00 
	0.794
	 £             8.73 
	-£                 21.65 

	4
	 £               11.00 
	0.735
	 £             8.09 
	-£                 13.57 

	5
	 £               11.00 
	0.681
	 £             7.49 
	-£                   6.08 

	"Payback Period (PBP) of Project B"
	Not Recovered

	 
	 
	 
	 
	 

	Year
	Cashflow
	"Discounting Factor @8%"
	Present value
	 

	0
	-£               50.00 
	1.000
	-£           50.00 
	 

	1
	 £               11.00 
	0.926
	 £           10.19 
	 

	2
	 £               11.00 
	0.857
	 £             9.43 
	 

	3
	 £               11.00 
	0.794
	 £             8.73 
	 

	4
	 £               11.00 
	0.735
	 £             8.09 
	 

	5
	 £               11.00 
	0.681
	 £             7.49 
	 

	"Internal Rate of Return (IRR) of Project B"
	3.26%
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Depreciation" 
	"Present Value"
	 

	0
	-£               50.00 
	0.00
	-£           50.00 
	 

	1
	 £               11.00 
	10.00
	 £             1.00 
	 

	2
	 £               11.00 
	10.00
	 £             1.00 
	 

	3
	 £               11.00 
	10.00
	 £             1.00 
	 

	4
	 £               11.00 
	10.00
	 £             1.00 
	 

	5
	 £               11.00 
	10.00
	 £             1.00 
	 

	"Accounting Rate of Return (ARR) of Project B" 
	2.00%
	 



	"Year"
	"Cash Flow"
	"Discounting Factor @8%"
	"Present Value"
	 

	0
	-£       50.00 
	1.000
	-£             50.00 
	 

	1
	 £         5.00 
	0.926
	 £               4.63 
	 

	2
	 £       10.00 
	0.857
	 £               8.57 
	 

	3
	 £       20.00 
	0.794
	 £             15.88 
	 

	4
	 £       25.00 
	0.735
	 £             18.38 
	 

	5
	 £         5.00 
	0.681
	 £               3.40 
	 

	"Net Present Value (NPV) of Project C"
	 £               0.86 
	 

	"Profitability Index (PI) of Project C"
	0.98
	 

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Discounting Factor @8%"
	"Present Value"
	Cumulative

	0
	-£       50.00 
	1.000
	-£             50.00 
	-£           50.00 

	1
	 £         5.00 
	0.926
	 £               4.63 
	-£           45.37 

	2
	 £       10.00 
	0.857
	 £               8.57 
	-£           36.80 

	3
	 £       20.00 
	0.794
	 £             15.88 
	-£           20.92 

	4
	 £       25.00 
	0.735
	 £             18.38 
	-£             2.54 

	5
	 £         5.00 
	0.681
	 £               3.40 
	 £             0.86 

	"Payback Period (PBP) of Project C"
	Not Recovered

	 
	 
	 
	 
	 

	Year
	Cashflow
	"Discounting Factor @8%"
	Present value
	 

	0
	-£       50.00 
	1.000
	-£             50.00 
	 

	1
	 £         5.00 
	0.926
	 £               4.63 
	 

	2
	 £       10.00 
	0.857
	 £               8.57 
	 

	3
	 £       20.00 
	0.794
	 £             15.88 
	 

	4
	 £       25.00 
	0.735
	 £             18.38 
	 

	5
	 £         5.00 
	0.681
	 £               3.40 
	 

	"Internal Rate of Return (IRR) of Project C"
	8.59%
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	"Year"
	"Cash Flow"
	"Depreciation" 
	"Present Value"
	 

	0
	-£       50.00 
	0.00
	-£             50.00 
	 

	1
	 £         5.00 
	10.00
	-£               5.00 
	 

	2
	 £       10.00 
	10.00
	 £                  -   
	 

	3
	 £       20.00 
	10.00
	 £             10.00 
	 

	4
	 £       25.00 
	10.00
	 £             15.00 
	 

	5
	 £         5.00 
	10.00
	-£               5.00 
	 

	"Accounting Rate of Return (ARR) of Project C" 
	6.00%
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