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Executive Summary
This research study has the purpose to investigate the Jurys Inn Business's financial and economic performance for the period of 31st August 2019 to 31st August 2020 and to provide their CEO a clear picture of its result.
The report firstly will analyse the Financial Statement mainly at the Balance sheet Statement and Lost and Profit Account of the company where all the previous year and current year financial data is recorded to find out the company Revenue cost with goods and expenses and the total of the Gross Profit and Net Profit of the year. Moreover, the report will use the Ratio Calculation analysis tool to compare all the data figured on the Financial Statement to establish the performance of the business to identify the company strengths(profitability), weaknesses (expenses and liability), and possible threats (Lost) and how the management team can perform better plan and manage the day to day of the business.
This report concludes that the Analysis of Ratio Calculation for Jurys Inn Company is crucial for its profitability, operationality, and its survival. The initial analysis and interpretation of its Financial Statement identified that they have improved on sales, increase Gross and Net Profit. But could not provide the full expense of its performance in terms of the level of their operational cost and expenses because they could not compare the data with an external competitor to know the real position of the company and also because of the own limitations of Ratio Calculation.
The analysis of the Ratio Calculation enabled the researcher to compare different variables of the Profitability Ratio Liquidity ratio and Gearing Ratio. The data from this calculation confirmed the financial health of the business is good but with a reduction of Gross Profit Margin of 6% from 92% to 86% (2019/2020) and Gross Profit Margin of 5% from 78% to 68% (2019/2020). The company needs to improve on control of the cost of their expenses, current liability, and accruals to keep economically stable in the way investors and shareholders can receive the capital invested.
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Introduction
This report is about the Financial Statement for Jurys Inn for the year 31/08/2019 to 31/08/2020.
The report will be addressed to Jurys Inn’s CEO and will be based on Financial Analysis and  Trends which will provide the calculation of the 2019/ 2020 Profitability, Liquidity and Gearing Ratios which will help the Management to analysis the Financial Information. Furthermore, the report will analysis the Knowledge from Ratio Analysis and will conclude with Benefits and Limitations of Ratio Analysis.
















Financial analysis
According to Drury (2021), Davies and Crawford (2011) and Accounting Standards Board (1999) it is essential for the Management team, shareholders, Investor, Lenders, Government Institutions, employees, investor and public to have economic information about the business they are involved direct or indirectly, because this information will help them to know exactly the financial health of the business the period of 31/08/2019-31/08/2020, for example if the business have positive Gross and Net Profit, (excess of the revenue over the expenditures or expenses(current and long term liability such as the loan and its interest rate, cost of good, amount of the sale, if the business is financial stable or not and how they could manage the e liabilities, if its instable on that period, if the company is able to pay back the loan and interest, and to enable the Government to know if the company can pay all the taxes they are accountable.
This accounting information is provided by Financial and Management Accounting, however as a requirement for this study, the researcher will focus on the Ratio Calculation Analysis as it allows The Jurys Inn’s Chief Executive and managers who make day-to-day decisions on the business to know internally the historical data regarding the price of sale, cost, demands, compare the cost with their competitors, how to get profit regarding the product and service, and revenue of the business in the way they can prepare budgets, establish prices of products and control the future of Business efficiently.
Davies and Crawford (2011), Corporate Financial Institute (2018 and 2022), and Walsh (2010) states that the Balance Sheet and Profit and Loss Account provided by the Jurys Inn Company are two statements that show the brief statements of the financial transactions for  (2019/2020). These transactions enable the management to know the performance of the company (win or lost) Net and Gross Profit on this period and can be used as a guide to help the management internally to plan the operations of the business, for example, the budget for next financial year.
Walsh (2010p.53) Ratiosys (2021) suggest and advise Jurys Inn the financial measures the calculation of Ratio analysis (Fig 2) because it is a financial tool that enables them to understand and to compare all the variation and instability of the trends from 2019/ 2020 because is vital for the business to success as it can measure any aspect of the business performance such as earning for shares, the cash flow, return on investment and the amount of the sales. Hayes, James, and Perez (2021) and Bell (2019) present Ratio calculation formulas as a guide (fig2) for the Jurys Inn, so the CEO and managers can analysis if the company is performing well, generate profit and return of the capital invested by the owner or if they have enough current asset to pay the interest and loan given by the lenders or if in case there is a sale reduction if they have fixed asset or other assets such as vehicles to pay the expense or liabilities (bills). Thus, identifying which sector the variations occur and finding the scoop of it is a vital element of financial analysis (Fig2).
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Fig 1 



	[bookmark: _Hlk95649512]Type of the Ratio
	Equation
	2019
	2020

	Profitability Ratio
	
	
	

	Gross profit Margin

	[bookmark: _Hlk95468171]Gross profits/sales x 100%

	[bookmark: _Hlk95468212](5050/5500) x100%=92%
	(5150/6000) x100=86%

	[bookmark: _Hlk95468353]Net profit Margin

	Net profits of the year/sales x100%
	[bookmark: _Hlk95468456](4008/5500) x100=73%
	(4073/600) x100=68%

	
ROCE

	Net profits of the year + loan interest / total assets less current liability x100%
	
(4008+20/6226) x100=65%
	
(4073+18/6274) x100=65%

	Total assets turnover

	Sales/total assets less current liability
	5500/6226=0.88 
	6000/6274=0.96


	Working capital turnover
	Sales/ net current assets
	5500/1726=3.19
	6000/1624=3.70

	Liquidity Ratio
	
	
	

	
[bookmark: _Hlk95468987]Current ratio

	[bookmark: _Hlk95469149]Current assets total/current liabilities total
	        3065/1339=2.29
	3240/1616=2.0

	[bookmark: _Hlk95639501]
Quick ratio

	Current assets total – stock / current liabilities total
	(3065-1450)/1339=1.21
	3240-1420/1616=1.13

	[bookmark: _Hlk95469702]Debtor days

	Debtors x 365 days of the year / sales
	(1600x365)/ 5500=106.18=106
	(1800x365)/6000=109.5=110

	[bookmark: _Hlk95469813]Creditor days
	Trade creditors x 365 days /purchases
	(800x365)/500=584 days

	870x365/850=373.59=374 days

	Gearing
	
	
	

	

Debt days

	(Total current liabilities +bank loan) (total current assets + fixed assets) answers divided by one another
	

[bookmark: _Hlk95470052](1339+150)/ (3065+4500) =
1489/7565=0.19 days
	

(1616+145)/ (3240+4650) =
1761/7890=0.22 days

	Interest cover
	[bookmark: _Hlk95470242]Net profit of the year + cash in hand / loan interest
	4008+5/20=200.65
	4073+5/18=226.55


Figure 2 Financial analysis Trends
Profitability Ratio 
The Profit and Loss Account Statement for 2019/2020 indicated the increase of £500 in sales (£5500 to £6000), an increase of Gross Profit £100 (£5050 to £5150), and the Net Profit of the year £65(£4008 to £4073). This result indicated that the Jurys Inn had good profitability and performance because of the number of goods the company sold less all the expenses plus the cost of production. Both Gross Profit and Net profit were positive(increased), however, when calculated the Profitability Ratio to compare and to see the stability, of the company, the Gross Profit Margin decreased 6% (92% to 86%) and the Net Profit Margin also decreased 5% (73% to 68%). Despite the increase in sales and the profit, increase of cash in the bank, and more receives from trade creditors, the Ratio Analysis concluded that the company could not manage well their expenses as it increased £ 35 (£1042 to 1077) vertically. Horizontally these trends are bigger and reflect the increase in cost such as the rent of £25 (£200 to £225) which is acceptable as it is incontrollable variable, but the £13 increase on advertising( £75 to £88), light and heat £26( £72 to £98), bad debts £38(£40 to £78), the accrual £7(£39 to £46) and Bank overdraft also increased in £200( £300 to £500) for example, suggest that they were not in the control with their expenses and bills and do not make themselves accountable to pay the bill on time as it shows clearly that the current liability also jumped (£1339 to £1616). This situation is clearly visible of bad management of resources as the company sell more, have more money in the bank, receive more cash from customers, withdraw money from the bank however does not pay the liabilities on time.
This calculation is very important as stated by Mars (2012), the investor and lender who put money in the business need to see good performance, reduction of expense and increase of the profitability and return of their capital to reinvest in the business otherwise they will sell their shares and withdraw from the business.
The Ratio of return on Capital Employed (ROCE) is stable with no variation of 65% for both years. Hayes, James, and Perez (2021) argument that the ratio of 20% is recommended and higher rate indicates that business is running efficiently with capital, they are able to pay shareholders dividends or reinvest on stock or assets such as equipment, buildings. Total asset Turn Over Ratio increased (0.88 to 0,96). Although the value is below 1 recommended, this value encourages the company to maximize their asset to generate more cash to reinvest in the business. The reduction of the value means a reduction of income in relation to the number of assets owned. This particular ratio is important KPI if compared with competitors in the same industry. If the score is below the sector average, it shows an incorrect use of business assets or over-invested.
Working capital is a part of the capital invested in the business which does not go to long term fixed asset but stay available to satisfy and meet the day-to-day expenses of the business which can depreciate with time and to recover it long term loan can be an alternative (Walsh, 2010)
Liquidity Ratio 
Bell, (2019) states that Liquidity Ratios calculation guides the company into how they can convert their current assets into money to pay for the current liability. Despite Quick ratio reduction (1.21 to 1.23) and Current ratios reduction (2.29 to 2), they are still over 1.1 and 1.5 recommended, so as a precaution, the company does not need to sell their assets. Looking at to the financial statement it shows that current liability increased in total (£3065 to £3240), where cash in bank improved (£10 to £15) and values to be received from costumers (Debtors) also increased from £1600 to £1800. If the result of the calculation is higher them 1.5 is excellent but under that is a problem.
Debtor days show the number of days it takes for debtors to pay. 0.36 days is mostly acceptable. That calculation shows that it increases from 106 to 110 days for the company to collect the payment from their customers when the recommended days are 30 to 36 days. This calculation can be the signal why the accruals increase, so the research will recommend the management to contact the clients to be more accountable with their liability or the company will ask for interest over the amount.
Creditor days result on calculation show the number of days it takes to pay creditors. 30 days is mostly acceptable. The table shows that result is decreased from 2019 to 2020, however, the days are more than twice of 30 days recommended to pay creditors which indicates clearly the impact on the increase of accruals on 7 from 239 to 246 and bad debt from 40 to 78.


Gearing Ratio
According to Kenton and Kindness (2021), Gearing ratios are accounting ratios that enable the company to compare the capital invested by the owner to debt, or any other funds borrowed by the business for example loan and interest rate. When the gearing ratio is higher it translates to the company needing to be cautioned as it represents danger area of economic risk and good performance. Young, James, and Bellucco-Chatham (2020) argue that this ratio is a barometer to identify the level of the ability company has to pay their current liability or if they use capital invested or loan to satisfy these obligations.
Interest cover
Basically, the company can move their daily operation through capital invested by the owner or by the loan from investments. The debt increases from 1600 to 1800 (2019-2020) and the ratio calculation also show an increase from 0.19 to 0.22. Despite the increase of debt, there is no reason to worry as the company can borrow to finance the investments, increase the value of their assets.

Knowledge from Ratio Analysis
This accounting information is provided by Financial and Management accounting. For example, this data help shareholders to know about the value of capital they invested in the business and the possible income returned by it. The creditors who give loans need to see how the company will pay their liability or financial accountabilities (Drury, 2021, Davies and Crawford 2011).
The ratio analysis enables and provides the shareholders and management a clear picture of the financial health of the business, help to understand different aspects of the company’s operations, such as the performance, the efficiency, the management of their assets and resources, the liquidity of the company, such as cash, values(money) to be received from the service or products delivered to customers or when they can sell their commercial paper, Treasury bill, inventory, forecast and planning of the budget, to control the productivity and development to ensure the profitability of the business (Ratiosys, 2021 and Chen, Khartit and Munichiello, 2021).
Benefits and Limitations of Ratio Analysis.
According to Davies and Crawford (2011). the data provided by the universal formula used on Ratio calculation by Jurys Inn is very important because it enables the validity and accuracy of the result in case of mistakes and also enables the company to avoid any wrong practice which will be good for the business credibility. Ratiosys, (2011) and Carlson (2019), states that the Ratio analysis provides the following benefits and limitations for the Jurys Inn business:

Benefits of Ratio Analysis.
It makes the financial statements easy to understand and give Indication of the financial health of the business (if it can generate profit) and enable the management team to increase the business’s strengths (to reinvest on their asset, increase the capital), pay a dividend, because their Gross and Net profits and sale increased, identify any weakness (effective management of the expenses) and take the correct decision(reduce higher use of light and heat, averments, pay bills on time to overcome this weakness and treat that can make their business at risk or closure (Insolvency).
Enable effective planification for all above and for the budget.
Control and compare different sector of the business and their competitors in terms of performance and cost.
Providing all this information the Ratio Analysis enables effective communication and interpretation between shareholders, investor, and management.
Limitation and disadvantages of Ratio Analysis.
The calculation of Ratios can raise questions because they are originated from Financial Statement and according to Accounting Standard Board (1999), Balance sheet and Loss and Profit statement does not provide all the information necessary and each company operate in a different industry with a different market structure where the business opportunities, operational cost, the law, and regulation can be different which can make the Ratio’s market analysis comparison ambiguous and questionable. The ratio is based on estimative calculation and hypothesizes which can impact financial accounting data because all the accounting data according to Davies and Crawford (2011) should be Accurate, Reliable, Timely, and Relevant to be presented to shareholders, investors, lenders, management and the public. Ratio analysis focuses on financial historical data comparison and not on future information such as instability of the price originated by the inflation.












Conclusion
This report concludes that the Analysis of Ratio Calculation for Jurys Inn Company is crucial for its profitability and its survival. The initial analysis and interpretation of its Financial Statement identified that they have improved on sales, increase on Gross and Net Profit. But could not provide the full expense of its performance in terms of the level of their operational cost and expenses because they could not compare the data with external competitors to know the real position of the company and also because of the own limitation of Ratio Calculation.
The analysis of the Ratio Calculation enabled the researcher to compare different variables of the Profitability Ratio, Liquidity Ratio and Gearing Ratio. The data from this calculation confirmed the financial health of the business is good but with a reduction of Gross Profit Margin of 6% from 92% to 86% (2019/2020) and Gross Profit Margin of 5% from 78% to 68% (2019/2020). The company needs to improve on control of the cost of their expenses, current liability, and accruals to keep economically stable in the way investors and shareholders can receive the capital invested.
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