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Executive Summary:
This report examines the financial performance of The Indian Hotels Company Limited (IHCL) between 2022 to 2026 and makes suggestions to support IHCL's financial decisions in the future. The ratio analysis reveals that the company is profitable, liquid, efficient, good in investment performance, has good cash flow management, and it has low financial leverage. The cash conversion cycle was not able to be calculated completely because of the limitations in the annual reports. But from the available evidence, it can be concluded that the company has an effective working capital management as receivables, inventories and supplier credit are well managed. The report suggests that appropriate financial restructuring methods to support the long-term growth strategy for the company are merger & acquisition, and equity injection. Investment appraisal tools indicated that project C is the most financially attractive investment. If the total investment budget of £100m is to be invested, then Projects B and C would be recommended under capital rationing. 
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[bookmark: _Toc237032532]Introduction:
The Indian Hotels Company Limited (IHCL) will be evaluated in this report. The financial health of the company will be evaluated using ratio analysis. The working Capital Management of the company will be analysed. Strategic financial restructuring plan will be recommended to it. Three projects where the company can make possible investments will be evaluated using investment appraisal and capital budgeting tools. Based on the analysis, suitable projects for investment suggested to the company. At the end of the report, critical reflection will also be made on the use of AI.
IHCL is the largest hospitality company of South Asia. It is a public company listed on Indian stock exchanges, NSE and BSE.  It was founded by Jamsetji Tata in 1902. The company operates with more than 10 hotel brands across 15 countries with more than 66,000 rooms (The Indian Hotels Company Limited (IHCL), n.d). It serves more than 51,000 people. The vision of the company is ‘Accelerate 2030’, under which it aspires to be the most valued, responsible and profitable hospitality eco-system in South Asia. The portfolio will be expanded to 700 hotels, including launch of new brands. A few of its popular existing brands are Taj, Vivanta, Ginger, Gateway, etc. 
[bookmark: _Toc237032533]1. Financial Health Check:
[bookmark: _Toc237032534]a. Financial Statement Analysis:
The financial highlights of IHCL are as follows:
[image: ]
Figure 1: Financial highlights of IHCL for FY 2025-26
Source: The Indian Hotels Company Limited (IHCL) (2026)
The above table shows that the financial performance of the company significantly improved in 2025-26. Total income, profit after tax, total assets, and shareholders' equity all increased compared to the previous year. Borrowings also declined at the same time and more dividends were paid out.
[bookmark: _Toc237032535]b. Ratio Analysis:
The following table shows different categories of ratios calculated for IHCL using its annual reports (The Indian Hotels Company Limited (IHCL), 2026; The Indian Hotels Company Limited (IHCL), 2024; The Indian Hotels Company Limited (IHCL), 2023).


	Ratios
	Formula
	IHCL (in ₹ crores)

	 
	 
	2026
	2025
	2024
	2023
	2022

	Profitability Ratios

	Net Income
	 
	2247.25
	2038.09
	1330.24
	1052.83
	-264.97

	Sales
	 
	9971.43
	8565.00
	6951.67
	5948.81
	3211.38

	Net profit Margin 
	Net Income/ Sales
	22.54%
	23.80%
	19.14%
	17.70%
	-8.25%

	 
	 
	 
	 
	 
	 
	 

	Liquidity Ratios

	Current Assets
	 
	5576.54
	4169.94
	3068.39
	2590.34
	2674.10

	Current Liabilities
	 
	2235.19
	1996.15
	1998.26
	2119.15
	1963.74

	Current Ratio
	Current Assets/ Current Liabilities
	2.49
	2.09
	1.54
	1.22
	1.36

	Current Assets
	 
	5576.54
	4169.94
	3068.39
	2590.34
	2674.10

	Inventory
	 
	149.73
	135.47
	116.44
	109.21
	100.83

	Current Liabilities
	 
	2235.19
	1996.15
	1998.26
	2119.15
	1963.74

	Quick ratio
	(Current Assets - Inventory)/ Current Liabilities
	2.43
	2.02
	1.48
	1.17
	1.31

	Cash
	 
	406.33
	256.91
	479.34
	736.39
	783.53

	Current Liabilities
	 
	2235.19
	1996.15
	1998.26
	2119.15
	1963.74

	Cash Ratio
	Cash/ Current Liabilities
	0.18
	0.13
	0.24
	0.35
	0.40

	 
	 
	 
	 
	 
	 
	 

	Efficiency ratios

	Sales
	 
	9971.43
	8565.00
	6951.67
	5948.81
	3211.38

	Total Assets
	 
	20296.98
	17703.93
	14855.83
	13668.75
	13089.62

	Asset Turnover
	Sales/ Total Assets
	0.49
	0.48
	0.47
	0.44
	0.25

	Sales
	 
	9971.43
	8565.00
	6951.67
	5948.81
	3211.38

	Fixed Assets
	 
	8094.73
	7085.92
	6139.71
	5736.36
	5725.93

	Fixed Asset Turnover
	Sales/ Fixed Assets
	1.23
	1.21
	1.13
	1.04
	0.56

	Accounts Receivables
	 
	726.82
	650.88
	476.46
	446.45
	255.34

	Average Daily Sales
	 
	27.32
	23.47
	19.05
	16.30
	8.80

	Accounts Receivable Days
	Accounts Receivables/ Average Daily Sales
	26.60
	27.74
	25.02
	27.39
	29.02

	 
	 
	 
	 
	 
	 
	 

	Gearing Ratios

	Total Debt
	 
	5357.66
	5288.32
	4727.12
	5026.70
	5434.36

	Total Equity
	 
	14939.32
	12415.61
	10128.71
	8642.05
	7655.26

	Debt-Equity Ratio
	Total Debt/ Total Equity
	0.36
	0.43
	0.47
	0.58
	0.71

	Debt-Capital Ratio
	Total Debt/ (Total Equity + Total Debt)
	0.26
	0.30
	0.32
	0.37
	0.42

	Total Assets
	 
	20296.98
	17703.93
	14855.83
	13668.75
	13089.62

	Book value of Equity
	 
	14939.32
	12415.61
	10128.71
	8642.05
	7655.26

	Equity Multiplier
	Total Assets/ Book value of equity
	1.36
	1.43
	1.47
	1.58
	1.71

	 
	 
	 
	 
	 
	 
	 

	Investment Ratios

	Net Income
	 
	2247.25
	2038.09
	1330.24
	1052.83
	-264.97

	Book value of Equity
	 
	14939.32
	12415.61
	10128.71
	8642.05
	7655.26

	Return on Equity
	Net income/ Book value of equity
	0.15
	0.16
	0.13
	0.12
	-0.03

	Net Income
	 
	2247.25
	2038.09
	1330.24
	1052.83
	-264.97

	Total Assets
	 
	20296.98
	17703.93
	14855.83
	13668.75
	13089.62

	Return on Assets
	Net income/ Total Assets
	0.11
	0.12
	0.09
	0.08
	-0.02

	Net Income
	 
	2247.25
	2038.09
	1330.24
	1052.83
	-264.97

	Dividend paid
	 
	342.19
	251.77
	154.54
	64.39
	54.54

	Dividend cover Ratio
	Net Income/ Dividend paid
	6.57
	8.10
	8.61
	16.35
	-4.86

	Dividend Payout Ratio
	Dividend paid/ Net Income
	0.15
	0.12
	0.12
	0.06
	-0.21

	Earnings per share (EPS) 
	From annual report
	14.64
	13.4
	8.86
	7.06
	-1.97

	 
	 
	 
	 
	 
	 
	 

	Cash Flow Ratios

	Operating Cash Flow
	 
	2471.41
	2194.37
	1935.14
	1618.99
	671.63

	Current Liabilities
	 
	2235.19
	1996.15
	1998.26
	2119.15
	1963.74

	Operating Cash Flow Ratio
	Operating Cash Flow/ Current Liabilities
	1.11
	1.10
	0.97
	0.76
	0.34

	Operating Cash Flow
	 
	2471.41
	2194.37
	1935.14
	1618.99
	671.63

	Total Debt
	 
	5357.66
	5288.32
	4727.12
	5026.70
	5434.36

	Cash Flow to Debt Ratio
	Operating Cash Flow/ Total Debt
	0.46
	0.41
	0.41
	0.32
	0.12

	Operating Cash Flow
	 
	2471.41
	2194.37
	1935.14
	1618.99
	671.63

	Sales
	 
	9971.43
	8565.00
	6951.67
	5948.81
	3211.38

	Cash Flow Margin
	Operating Cash Flow/ Sales
	0.25
	0.26
	0.28
	0.27
	0.21



Profitability Ratios:
The company did not disclose its gross profit and operating profit. Therefore, those margins could not be calculated. Net profit margin has continuously improved in the company between 2022 to 2025. Then there was slight decline in 2026. Net loss was incurred in 2022. But then the company has made profit consistently. The profitability performance of IHCL is efficient.
Liquidity Ratios:
Both current ratio and quick ratio decline in 2023 compared to 2022. But after that, there has been constant improvement in both these ratios. In fact, in 2026, both the ratios are more than 2, which is a significantly high level (Jonathan and Purwaningsih, 2023). But there was constant decline in the cash ratio between 2022 to 2025, with slight improvement in 2026. The liquidity position of IHCL is strong and indicates its ability to pay the short-term obligations. But better strategies are required to improve cash ratio.
Efficiency Ratio:
As no cost of goods sold has been declared in the annual reports, inventory turnover could not be calculated. Asset turnover and fixed asset turnover have consistently improved between 2022 to 2026. This demonstrates that IHCL is efficiently utilising its assets. Accounts receivable days have mostly declined with the exception of 2025, when it increased. But the receivable days have mostly stayed low, demonstrating that the company is collecting is receivables in a timely manner (Wafula et al., 2019). It can be concluded that IHCL is performing efficiently.
Gearing Ratios:
 Debt to equity ratio, debt to capital ratio and equity multiplier have consistently declined between 2022 to 2026. This happened due to reduction in the amount of debt. Equity constitutes the majority of the capital structure of the company and debt is low. This is a positive factor as low debt leads to low financial leverage risk in the company (Arhinful and Radmehr, 2023). There will be low burden on profitability for debt payment. Overall, the gearing ratios of IHCL are efficient. 
Investment Ratios:
Return on equity and return on assets have improved between 2022 to 2025. Then there was slight decline in both the ratios in 2026. EPS has consistently improved, demonstrating that the company is generating good earnings for its shareholders (Nalurita, 2016). Moreover, the company has consistently paid dividend and dividend payout ratio has mostly improved in the five years of analysis. Only dividend cover ratio fluctuated throughout the five years. The investment ratios of IHCL demonstrate that it is generating effective returns for shareholders.
Cashflow ratios:
Operating cash flow ratio and cashflow to debt ratio consistently improved between 2022 to 2026. This happened because of consistent increase in operating cash flow. But cash flow margin showed a fluctuating trend where it improved between 2022 to 2024 and then slightly declined in 2025 and 2026. But the ratio level remained similar overall. The cash flow ratios of IHCL are efficient.
[bookmark: _Toc237032536]c. Trends, strengths, and potential threats:
Between 2022 to 2026, there has been positive trend in the financial performance of IHCL. Its main strength is that all of its ratios are at an efficient position and mostly shows improving trends. In 2022, the company generated loss. But it successfully recovered from it and since then, has consistently made profit. Another strength is that it consistently paid dividend. Even in 2022, when the company generated losses, dividends were paid out. Debt is low in the company, indicating low financial leverage risk. The company is also utilising its assets and resources efficiently. Cash ratio mostly declined and the company need to maintain adequate cash reserve to avoid potential threat of short-term liquidity risks. But other two liquidity ratios have remained high. Net profit margin slightly declined in 2026 and the company need to monitor that to ensure that the margin does not fall further.  
[bookmark: _Toc237032537]d. Comparison of liquidity ratios:
Anitha and Ramasamy (2026) mentioned that most Indian hotel companies maintained a current ratio between 1.2 and 1.5. Quick ratio of most Indian hotels was between 0.6 and 0.8. Both the current ratio and the quick ratio of the company are significantly higher than the industry ratios. The overall liquidity position of IHCL is better than the industry and it is at a very comfortable position to pay the short-term obligations.  
[bookmark: _Toc237032538]2. Working Capital Management Analysis:
[bookmark: _Toc237032539]a. Assessment of the cash operating cycle:
The cash conversion cycle (CCC) shows the time taken by a company to turn its investment of inventory and other operating resources into cashflow from sales (Asman et al., 2022). It is measured by Inventory Days, Accounts Receivable Days and Accounts Payable Days. A shorter cash conversion cycle demonstrates efficient working capital management and low dependence on external finance. Cash conversion cycle cannot be calculated for IHCL. The company does not disclose cost of goods sold (COGS) separately in its annual report and Inventory Days and Accounts Payable Days cannot be calculated reliably, which are components of CCC. 
However, the other available information demonstrates efficient working capital management. IHCL has kept its inventory relatively low throughout the five years with the amount slightly increasing from ₹100.83 crore in 2022 to ₹149.73 crore in 2026. This indicates a good inventory management and low risk of overstocking (Immadisetty, 2025). Moreover, accounts receivable days were low, decreasing from 29.02 days in 2022 to 26.60 days in 2026, showing that the company collected payments from customers in a timely manner and that the liquidity was good (Wafula et al., 2019). The trade payables also rose during the five years, demonstrating that IHCL used supplier credit to finance its operating activities. In summary, due to data limitations, the total cash conversion cycle could not be calculated, but the available data suggest IHCL has managed its working capital efficiently and has maintained an adequate liquidity position.
[bookmark: _Toc237032540]b. Strategies to improve liquidity:
IHCL has a very good position in liquidity, but there are several working capital reforms that could improve the liquidity and operational efficiency of the company. It should further try to decrease its accounts receivable days by tightening credit control measures and promoting electronic payment methods with incentives for early payments (Celestin, 2017). The quicker the receivables are collected, the quicker the cash will be available. The liquidity position will improve and the possibility of bad debt will reduce. Secondly, IHCL should ensure the optimal level of inventories by using real-time inventory management systems and demand forecasting through different AI models (Verma, 2024). Since most assets of the hospitality industry are perishable food and beverage products, efficient inventory management is crucial to minimise stockouts, overstocking and inventory holding costs. 
Also, IHCL should have the flexibility to negotiate with suppliers for longer payment terms, while continuing to maintain good relationships with them (Hofmann et al., 2021). Effective use of supplier credit minimises cash outflows and the necessity of external short-term finance. Lastly, the company has been maintaining high current and quick ratios but its cash ratio has mostly decreased in the past five years. IHCL should improve cash management by keeping cash in hand and also make accurate cash flow forecast (Salas-Molina et al., 2017). These reforms can strengthen the liquidity position of the company and enhance working capital efficiency, while supporting its long-term growth goals.
[bookmark: _Toc237032541]c. Comparison of short-term and long-term financing options:
There are advantages and disadvantages of using short-term and long-term financing for working capital management. Mahmood et al. (2022) mentioned that short term financing options like trade credit, bank overdrafts, short-term bank loans and commercial paper are generally less costly, more flexible and simpler to access when compared with long term financing. But over-reliance on short-term borrowing increases the refinancing risk and it can lead to liquidity constraints when short-term debts are due. On the other hand, long-term financing like long-term bank loans, bonds, equity financing can give financial stability and minimise liquidity risk but it has higher financing cost and burden of paying long-term debts. The debt-equity ratio of IHCL has been low and its liquidity is good over the last five years, demonstrating low debt in the company. The company must maintain a balanced financing policy, financing the seasonal or temporary working capital needs by short-term finance and larger capital expenditures by long-term finance. Akbar et al. (2021) suggested that companies with the optimal working capital position do not need to rely on external sources to raise capital and have a higher ability to invest in the future and sustain the growth of the company. With such a balanced financing strategy, IHCL could minimise the costs of financing, have sufficient liquidity, and lower financial risk.
[bookmark: _Toc237032542]3. Strategic Financial Restructuring Plan:
[bookmark: _Toc237032543]a. Financial restructuring options:
Two suitable financial restructuring options that IHCL can use are strategic mergers & acquisitions and equity injection. Ghosh and Dutta (2016) stated that mergers and acquisitions are extensively used corporate restructuring strategies for expanding the market presence, operational efficiency, economies of scale and creating value for shareholders of the companies. A successful merger or acquisition can improve the competitive position, profitability and growth of a company. One alternative restructuring option is equity injection. According to the study by Díez et al. (2022), equity injection refers to an increase in equity in the capital structure, rather than increasing debt. Equity injections improve the solvency and financial position of a company without increasing its leverage or repayment burden, unlike loans. This strategy can increase financial flexibility, and lower financial risks from over-borrowing.
The two restructuring options are appropriate for IHCL as the company is moving into an expansion path as part of its Accelerate 2030 vision. Strategic acquisitions would allow IHCL to broaden its focus, explore new markets and add to its portfolio of assets. Equity financing will help IHCL to continue to grow its business without relying on debt. The company already has low leverage and with this strategy, that position can be continued. Combined together these restructuring options would enable the company to continue to grow in a sustainable way while strengthening its financial position.
[bookmark: _Toc237032544]b. Impact on shareholder value, debt structure, and operational flexibility:
The financial restructuring options are expected to create positive impact on shareholder value, debt structure and operational flexibility of IHCL. Cumming et al. (2023) reported that mergers and acquisitions (M&A) have become integral parts of the corporate restructuring process that affect the wealth of shareholders and the performance of the firm. The value added from strategic acquisitions can be in terms of market share expansion, enhancing competitive position, and operational synergy. Thus, complementary hospitality businesses would be anticipated to contribute to the value of the shareholders and support the Accelerate 2030 expansion strategy of IHCL.
The equity injection is expected to largely benefit the company's debt structure. Cotei and Farhat (2017) noted that during the life of the company, the ratio of debt and equity financing varies and the right mix between the two components leads to an optimum capital structure and enhance financial flexibility of the firm. IHCL has been able to keep its debt-equity ratio low over the last five years, and should be able to expand without increasing financial leverage if they increase equity for future expansion.
The two restructuring options would also expand IHCL's flexibility in conducting its business. Strategic acquisitions would give the company the opportunity to grow its hotel portfolio, diversify its brands and build its presence in the domestic and international markets. Similarly, equity financing will help the company to access adequate funds for future investments and would also ensure adequate liquidity. This would put IHCL in a better position to react to the market conditions and seek long-term growth opportunities.
[bookmark: _Toc237032545]c. International and ethical considerations:
While growing through strategic acquisitions and through international operations, IHCL must consider international and ethical implications related to financial restructuring. Kluza and Kluza (2022) pointed out that the global businesses face financial risks, including inflation, currency exchange rates and tax changes, which can have a definite impact on overall business performance and profitability. Hence, IHCL should be implementing effective foreign exchange risk management measures and also adhere to tax laws of various countries while keeping monitoring inflationary pressures, which may lead to rise in labour, food and operating costs. The company should also improve its enterprise risk management system to reduce the adverse impact of these external risk factors on its future development.
Similarly, García-Nieto et al. (2024) highlighted that the focus of corporate social responsibility (CSR) and environmental, social and governance (ESG) has grown significantly in merger and acquisition (M&A) transactions. During acquisitions, strong ESG strategies can help to reduce risks and improve corporate reputation, along with effective corporate governance and transparency in financial disclosures. Therefore, while pursuing strategic acquisitions, IHCL should ensure responsible business practices, maintain high governance standards and continue its commitment towards sustainability. These measures would help increase investor confidence, aid the company's international expansion efforts, and strengthen long-term success of the company's restructuring.
4. Investment Appraisal and Capital Budgeting:
a. Evaluation of projects:
PBP:
Payback period (PBP) = A + (Amount still unrecovered at the beginning of the recovery year/ Cash inflow during the recovery year)
Where, A = number of complete years before recovery
Shorter the PBP, better is the project.
	Project A Payback Period (in £ m)

	Year
	Cash Flows
	Balance Due

	0
	-50
	50

	1
	10
	40

	2
	12
	28

	3
	14
	14

	4
	10
	4

	5
	8
	Recovered

	Payback Period (in years)
	4.5

	
	
	

	Project B Payback Period (in £ m)

	Year
	Cash Flows
	Balance Due

	0
	-50
	50

	1
	11
	39

	2
	11
	28

	3
	11
	17

	4
	11
	6

	5
	11
	Recovered

	Payback Period (in years)
	4.5

	
	
	

	Project C Payback Period (in £ m)

	Year
	Cash Flows
	Balance Due

	0
	-50
	50

	1
	5
	45

	2
	10
	35

	3
	20
	15

	4
	25
	Recovered

	5
	5
	Recovered

	Payback Period (in years)
	3.6



Both project A and B has PBP of 4.5 years. But project C has the shortest PBP of 3.6 years, which demonstrate that the initial investment will be recovered more quickly. Therefore, based on PBP, project C should be preferred. 
ARR:
Accounting Rate of Return (ARR) = (Average Annual Accounting Profit/ Average Investment) X 100
Where, Average Investment = (Initial Investment + Scrap Value)/ 2
For the three projects, annual profit = Cash flows – depreciation
Depreciation is straight line to 0.
	Project A Accounting Rate of Return (in £ million)

	Year
	Cash Flows
	Depreciation
	Annual Profit

	0
	-50
	 
	 

	1
	10
	10
	0

	2
	12
	10
	2

	3
	14
	10
	4

	4
	10
	10
	0

	5
	8
	10
	-2

	Total Annual Profit
	4

	Average Annual Profit
	0.8

	Scrap Value
	0

	Average Investment
	25

	ARR
	3.20%

	
	
	
	

	Project B Accounting Rate of Return (in £ million)

	Year
	Cash Flows
	Depreciation
	Annual Profit

	0
	-50
	 
	 

	1
	11
	10
	1

	2
	11
	10
	1

	3
	11
	10
	1

	4
	11
	10
	1

	5
	11
	10
	1

	Total Annual Profit
	5

	Average Annual Profit
	1

	Scrap Value
	0

	Average Investment
	25

	ARR
	4.00%

	
	
	
	

	Project C Accounting Rate of Return (in £ million)

	Year
	Cash Flows
	Depreciation
	Annual Profit

	0
	-50
	 
	 

	1
	5
	10
	-5

	2
	10
	10
	0

	3
	20
	10
	10

	4
	25
	10
	15

	5
	5
	10
	-5

	Total Annual Profit
	15

	Average Annual Profit
	3

	Scrap Value
	0

	Average Investment
	25

	ARR
	12.00%



Project C has the highest ARR at 12% compared to project A, which has only 3.20% and project B, which has only 4% ARR. This demonstrates that project C is expected to generate the highest accounting return. Based on ARR, project C should be preferred. 
NPV:
Net Present Value (NPV) = Σ [CFₜ / (1 + r)ᵗ] − Initial Investment
Where, CFₜ = Net cash flow in period t
r = Discount rate
t = Time period (year)
A project should be accepted if NPV > 0
	Project A Net Present Value (in £ million)

	Year
	Cash Flows
	Discount Factor @ 8%
	Discounted cash flows

	0
	-50
	1
	-50.00

	1
	10
	0.9259
	9.26

	2
	12
	0.8573
	10.29

	3
	14
	0.7938
	11.11

	4
	10
	0.7350
	7.35

	5
	8
	0.6806
	5.44

	NPV
	-6.54

	
	
	
	

	Project B Net Present Value (in £ million)

	Year
	Cash Flows
	Discount Factor @ 8%
	Discounted cash flows

	0
	-50
	1
	-50.00

	1
	11
	0.9259
	10.19

	2
	11
	0.8573
	9.43

	3
	11
	0.7938
	8.73

	4
	11
	0.7350
	8.09

	5
	11
	0.6806
	7.49

	NPV
	-6.08

	
	
	
	

	Project C Net Present Value (in £ million)

	Year
	Cash Flows
	Discount Factor @ 8%
	Discounted cash flows

	0
	-50
	1
	-50.00

	1
	5
	0.9259
	4.63

	2
	10
	0.8573
	8.57

	3
	20
	0.7938
	15.88

	4
	25
	0.7350
	18.38

	5
	5
	0.6806
	3.40

	NPV
	0.86


 
NPV of only project C is more than 0. NPV of the other two projects are negative. This demonstrates that only project C is expected to create value for the company. Based on NPV, project C should be preferred. 
PI:
Profitability Index (PI) = Present Value of Future Cash Inflows / Initial Investment
Project should be accepted if PI > 1.
	Project A Profitability Index (in £ million)

	Year
	Cash Flows
	Discount Factor @ 8%
	Discounted cash flows

	0
	-50
	1
	 

	1
	10
	0.9259
	9.26

	2
	12
	0.8573
	10.29

	3
	14
	0.7938
	11.11

	4
	10
	0.7350
	7.35

	5
	8
	0.6806
	5.44

	PI
	0.87

	
	
	
	

	Project B Profitability Index (in £ million)

	Year
	Cash Flows
	Discount Factor @ 8%
	Discounted cash flows

	0
	-50
	1
	 

	1
	11
	0.9259
	10.19

	2
	11
	0.8573
	9.43

	3
	11
	0.7938
	8.73

	4
	11
	0.7350
	8.09

	5
	11
	0.6806
	7.49

	PI
	0.88

	
	
	
	

	Project C Profitability Index (in £ million)

	Year
	Cash Flows
	Discount Factor @ 8%
	Discounted cash flows

	0
	-50
	1
	 

	1
	5
	0.9259
	4.63

	2
	10
	0.8573
	8.57

	3
	20
	0.7938
	15.88

	4
	25
	0.7350
	18.38

	5
	5
	0.6806
	3.40

	PI
	1.02



PI of only project C is higher than 1. PI of the other two projects are lower than 1. Therefore, only project C is expected to create adequate profit for the company. Based on PI, project C should be preferred.
IRR:
Internal Rate of Return (IRR) is the rate where NPV is 0.
0 = Σ [CFₜ / (1 + IRR)ᵗ] − Initial Investment
Where, CFₜ = Net cash flow in period t
IRR = Internal rate of return
t = Time period (year)
	Project A Internal rate of Return (in £ million)

	Year
	Cash Flows

	0
	-50

	1
	10

	2
	12

	3
	14

	4
	10

	5
	8

	IRR
	3%

	
	

	Project B Internal rate of Return (in £ million)

	Year
	Cash Flows

	0
	-50

	1
	11

	2
	11

	3
	11

	4
	11

	5
	11

	IRR
	3%

	
	

	Project C Internal rate of Return (in £ million)

	Year
	Cash Flows

	0
	-50

	1
	5

	2
	10

	3
	20

	4
	25

	5
	5

	IRR
	9%



IRR of both project A and B is 3%, which is even lower than the discount rate of 8%. IRR Project C is 9%, which is higher than the discount rate. This demonstrates that adequate return will be generated by project C. Based on IRR, project C should be preferred.
[bookmark: _Toc237032546]b. Project recommendation:
The results of the investment appraisal tools indicate that Project C should be recommended for IHCL. It is the only project with a positive NPV (0.86), Internal Rate of Return (9%) higher than discount rate of 8%, the highest value for Accounting Rate of Return (12%), the quickest payback time (3.6 years) and the highest value for the Profitability Index (1.02). IHCL's financial performance also supports the recommendation. The company's profitability, liquidity and operating cash flows have been adequate, and are improving over the last five years. The company's financial leverage is low with a low debt-equity ratio, and it has the financial strength to make new investments. In addition to financial performance, IHCL should also consider the non-financial risks including political and regulatory risks in the countries where the project might happen, and changing customer preferences in the hospitality industry. Based on both financial and non-financial factor, Project C would be the best investment for IHCL. 
[bookmark: _Toc237032547]c. Capital rationing:
Capital rationing occurs when a company's capital budget is limited, and they are forced to choose projects to invest rather than investing in all the available projects (Awodire et al., 2023). Capital rationing involves choosing the mix of projects that has the highest NPV. Only two projects can be undertaken as each project needs an initial investment of £50 million and IHCL has a maximum investment budget of £100m. 
The options are Projects A and B, Projects A and C, or Projects B and C. Their combined NPVs are −£12.62 million, −£5.68 million and −£5.22 million, respectively. All combinations of projects give a negative combined NPV. But the combination of Projects B and C gives the maximum NPV within the budget of £100m. Therefore, IHCL must choose Projects B and C.
[bookmark: _Toc237032548]5. Critical reflection on AI usage:
[bookmark: _Toc237032549]a. Tool Disclosure:
In preparing this report, Artificial Intelligence (AI) tool, ChatGPT by OpenAI was used as a research support tool. A lot of research articles were gathered for this report and ai was used to summarise those research papers. Based on the summaries, research papers were then read in detail to find out the relevant information for the report. But no AI has been used while writing the report and all the analysis, evaluation and recommendations have been made by the student. ChatGPT has also been used for proofreading to find out any spelling mistake, grammatical error and wrong capitalization of words. 
[bookmark: _Toc237032550]b. Critical Evaluation of AI Output:
After obtaining the summary of different research papers using AI, the research papers were read in detail to find out the relevant information for this report and also to check if the summary given by AI was actually correct. The same approach was also taken for proofreading. When AI suggested some changes, it was evaluated if the change was necessary to make. It changes in the proofreading was done only after independent examination by the student. AI was not used for any financial interpretation as the calculations and the evaluations were done by the student. Microsoft Excel was used for making the financial calculations. Personal judgement of the student was used for the evaluation of those results.
[bookmark: _Toc237032551]c. Contribution Analysis:
The AI was primarily used just in the research phase, helping to find relevant literature sources. The student used independent judgement to interpret IHCL's financial performance, choose and evaluate appropriate academic sources, form recommendations for working capital, and making investment recommendations. Lecture materials were used as the primary source while forming the report rather than relying on AI. All conclusions and critical discussions are based on the interpretation of the student on the performance of the company and the assessment requirements.
[bookmark: _Toc237032552]d. Ethical & Professional Reflection:
While AI can enhance the efficiency of research process and minimise language inaccuracies, it should never be used in place of professional judgment or critical thinking. The user is responsible for data accuracy, ethical judgment and accountability for final information presented in the report. AI can be used as a supporting tool but that can never replace the professional judgement and ethical considerations made by a human mind.
Ai can be used for financial roles, but as a supporting agent to a financial professional. Transparency is supported by AI As the entire process is clearly shown. But data privacy can be a risk factor while using AI as the information provided is often collected by the Company operating the AI. Therefore, feeding sensitive data to AI should be avoided. For executive level decision making, support of AI can be taken. But the ultimate decision should be based on the professional judgement of the personnels. 
[bookmark: _Toc237032553]Conclusions:
The financial analysis shows that IHCL has improved its financial position between 2022 to 2026. The company recovered from the loss reported in 2022 and has been consistently profitable with good liquidity, efficient use of assets, enhanced operating cash flows and a low level of financial leverage. These are the positive aspects that put the company in a strong position for expansion and investment opportunities in the future. There were also a number of opportunities to make further improvements to financial performance identified in the report. The working capital management can be improved through better receivable management, inventory control, supplier credit management and better cash flow forecasting. These strategies can further enhance liquidity and operational efficiency. 
Merger & acquisition and equity injection were recommended as suitable financial restructuring options to support future growth of IHCL while ensuring financial flexibility and an optimum capital structure. Project C was the preferred investment option under all five investment appraisal tools. The capital budget rationing was set at £100 million and Projects B and C were the preferred combination. Overall, IHCL is financially sound and is likely to foster sustainable growth by adopting sound financial management practices, making appropriate investment choices and ensuring responsible long-term business strategies.
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FINANCIAL HIGHLIGHTS

X crores
STANDALONE CONSOLIDATED

2025-26 2024-25 2025-26 2024-25

Total Income 5,640.16 5,145.09 9,971.43 8,565.00
Profit/(Loss) Before Tax and Exceptional Items 2,165.76 1,903.27 2,650.35 2,273.25
Profit/(Loss) Before Tax 2,587.63 1,887.03 2,925.86 2,578.05
z';‘s’gzg::sxgi I/Zﬁt':?:s controlling Interest & Share of 2,011.94 141323 2,084.38 1,907.59
Total Assets 15,615.96 13,908.93 20,296.98 17,703.93
Equity Share Capital 142.34 142.34 142.34 142.34
Other Equity 12,624.61 11,113.58 12,909.95 11,018.37
Non-controlling interest - - 1,887.03 1,254.90
Total Equity 12,766.95 11,255.92 14,939.32 12,415.61
Borrowings - - 51.28 224.70
Net Debt / (Net Cash) (3,276.30) (2,247.95) (4,293.81) (2,848.52)
Book Value per Share of X 1/-each - InX 89.69 79.08 104.96 87.23
Earnings Per Share - Basic and Diluted - In 14.13 9.93 14.64 13.40

Dividend proposed Per Share - In X 3.25 2.25 3.25 2.25





