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Executive Summary

The purpose of this report to analyse a hospitality industry such as Jurys Inn, as a Company Accountant to produce the following task to the Chief Executive, such as a calculated suitable ratio for 2019 and 2020 which has been given like financial information and attached financial statement, what the appendix will show at the end of this report. However, discuss the trends what its been used such as profitability, liquidity and gearing. come up with the conclusion about these ratios. Also, why is essential to understand ratios and their fluctuations for a Hotel management in analysing the information seen in their financial statements.  Moreover, to mention the benefits and limitations of using ratio analysis to get decision making within hotel and tourism industry.

Introduction

This report will speak about the Jurys Inn, hospitality industry, and analyse different trends such as Financial analysis, profitability where will be calculating gross profit, net profit how the company can cope with its expenses. Also, will be ROCE used or Return on Capital Employed. The other trend will be using which is the liquidity ratio where will be focusing on short term and try to use the current assets and current liabilities in the Balance sheet what has been given. The last trend will be the gearing ratio where be focusing the long term. This ratio measures the company’s ability to pay its debts. Will be discussing the knowledge of Ratio analysis, the benefits and limitations of Ratio analysis. Conclusion will be added too.











Jurys Inn Financial analysis

Formula			Ratio	2019	2020
Gross profits/sales x 100 	Gross profit  	5050/5500x100 	=91.81	5150/6000x100 	=85.83
Net profits of the year/sales x100 	Net profit  	4008/5500x100 	=74.32	4073/6000x100 	=67.88
Net profits of the year / total assets less current liability x100 	ROCE 	4008/6226 =0.643	0.643 x100 	=64.34 	4073/6274 =0.649	 0.649 x100 	=64.91
Sales/total assets less current liability  	 Assets turnover 	5500/6226 	=0.88 days  	6000/6274 	=0.956 days  
sales turnover/fixed assets	Fixed asset ratio	5500/4500= 1.22 times	6000/4650= 1.29 times
Sales turnover/ net current assets  	Working capital turnover 	5500/1726 	=3.18 times	6000/1624 	=3.69 times
Current assets /current liabilities 	Current ratio  	3065/1339 	=2.28 	3240/1616 	=2.00 
Debtors x 365 days of the year / credit sales  	Debtor days  	1600x365/5500 	=106.18 days  	1800x365 day/6000 	=109.5 days  
 creditors x 365 days / credit purchases 	Creditor days  	800x 365 days /500 	=584 days  	870x 365 days /850 	=373 days  
Total current liabilities+ bank loan) total current assets+ fixed assets	divided by one another 	Debt ratio (Gear Ratio)	1339+150= 1489	3065+ 4500= 7565	1489/7565 =0.196	1616+145= 1761	3240+4650= 7890	1761/7890 =0.223
profit before interest/interest (gross profit of the year /loan interest		Interest cover		5050/20 =252.5	5150/18 = 286.1



  
   
   
 Financial Analysis Trends 

Profitability
The last goal of every investment the generation of healthy reruns or what is called profitability. Profit margin is one of the main financial benchmark indicators between businesses. According to Zager and et al. (2012) profitability is usually the ultimate goal of any company.
As the above table shows the profitability ratios can provide different useful insight into the financial health and also the performance of the company.in this case it been the Jurys Inn been analysed. The gross profit and the net profit ratios tell how the company is coping its expenses. In 2019 the gross profit was 91.81 compare with the 2020 was 85.83 which means it was less expenses in 2020. The Net profits in 2019 was 74.32 while the net profits in 2020 was 67.88. 
Return on Capital employed (ROCE) inform us how well the company uses capital employed to generate returns.  In 2019 the Jurys Inn generated 64.34 returns and in 2020 generated 64.91. 

Liquidity

 Liquidity has two main ratios which used to assist assets whether a company has sufficient cash or enough current assets to be able to pay its debts. Liquidity concentrate on the short term and try to use the current assets and the current liabilities in the Balance Sheet. At Jurys Inn the Current Ratio was 2.28 in 2019 and 2.00 was in 2020 which means the business has sufficient cash to deal its debts. According to Ross et al. (2010) liquidity refers to the speed and ease at which asset can be converted to cash. Liquidity ratios often called indicators of short-term solvency, because the way how they calculated by formula like working capital and short- term liabilities (Ross, Westerfield, and Jordan, 2010).


Gearing

Gearing is concentrating on the long term. Depends on the level is high the risk is high too. the interest on the debts has to be paid, due to the business profitability. If the company somehow will not be able to pay its debts has to sell some assets or declare bankruptcy.
At Jurys Inn the debt ratio or gearing ratio which measures the company’s ability to pay its debts was 0.196 which 19.6% in 2019 and the debt ratio was 0.223 which 22.3% in 2020. With these debt ratios of Jurys Inn in considered good. 
It is important to have a low debt ratio in hospitality industry, meaning long term assets greatly outweigh the debt used to buy them.

Knowledge from Ratio Analysis












Ratio analysis is the fact that single accounting figure won’t give us any meaningful information but if we use some other figures. It definitely provides significant information. Ratio analysis compare different numbers from the Balance Sheet, income statement and cash flow statement but the number against previous year, other businesses. The basis for financial analysis, planning and making decision its financial statements mainly consist of Balance Sheet, Profit and Loss Account. If we have a look the Profit and loss account will show the operating activities of the concern also the balance sheet depicts the balance value of the acquired assets and of liabilities at a particular point of time. However, the above statement is not 
including all the essential and relevant information to analyse in financial analysis. The main tool is ratio analysis.
Ratio analysis is assisting us create profitability and financial stability. There are three main groups of the ratio such as Profitability, Liquidity and Gearing. These three methods were explained already above section. It is essential for the company such as Jurys Inn and useful to have accurate financial information, calculated consistently from period to period, also viewed both a single point in time as an indication of broad trends and issues over time. In this report has been used ratio analysis to examine financial trends at Jury Inn, between 2019 and 2020. Ratio analysis has been used since the late 1800’s in published financial data. According to Lawder (1989) ratio analysis has been used to assist evaluate business’s financial condition. Also, it is an essential tool for evaluating the financial health of a business. 

Benefits and Limitations of Ratio Analysis

Ratio Analysis is a powerful tool of financial statement analysis. it assists various interested parties to make an evaluation of certain aspect of a business performance. For instance: advertisements, such as Forecasting and planning, budgeting such as sales budget may be prepared with assist of analysis of past sales. The other advantage can be the measurement of operating Efficiency. worth to mention the communication too as effective means and play an essential role in informing the position of and progress. Control of performance and Cost could be a benefits of ratio analysis. Comparison of performance could be efficient and inefficient. compare the relevant ratios of the industry with the average ratios could be the best way of inter-firm comparison. Ratio analysis makes it easy to grasp the contact between various items and assist in understanding the financial statements. 
The limitations of Ratio analysis can be dangerous if we lost sight before goes too far. For instance: limitations of financial statements because due to calculation happens from the financial statements, if the financial statements are suffering from some number limitations it might affect the quality of ratio analysis. Historical information could be limitations of ratio analysis. The other one can be the lack of standard of comparison, for instance: current ratio is said to be ideal if current assets are twice the current liabilities. Different accounting policies, Changes in Price Level when fixed assets show the position statement at cost only.

Conclusion 

To see Jurys Inn as a hotel industry, Financial statements also calculating trends such as profitability, liquidity and gearing, requires fixed assets, well structures to make sure investing in the hotel, making business decisions. At Jurys Inn the debt ratio was below 30% in both years 2019 and 2020 which means the debts ratio of Jurys Inn was considered good. It is essential to have low debt ratio in hospitality industry, meaning long term assets greatly outweigh the debt used to buy them.
 There are financial risks what the financial manager needs to be aware of, also, must be noted that financial analysis hotel requires a serious approach, and can affect the business decision making. Underline the completely different financial structure and business efficiency such as profitability, liquidity and gearing. Understanding these words well, also know the limitations and benefits od ratio analysis such as lack of standard of comparison or historical information and limitations of financial statements can affect the quality of ratio analysis.  Beneficial can be the communication, forecast and planning, comparison of performance can be efficient.  Uses ratio analysis at Jurys Inn it was good to examine financial trends between 2019 and 2020. To get a picture about how the company coping with its expenses, debts, can make enough profit to be able to invest more.
According to Lawder (1989) ratio have been used to assist evaluate business’s financial condition. The use of ratio analysis is an essential tool for evaluating the financial health of a company. Moreover, accounting and finance textbooks typically emphasize the use of the ratio analysis.
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Appendix

PROFIT AND LOSS ACCOUNT

							2019				2020

						£000	£000			£000	£000

Sales							5,500				6000


Less: 	cost of goods sold
	  					  
	Opening stock		              	 750				 900

	Purchases				 500				 850

Less:	Closing Stock				(800)		              	(900)

 450				 850		
		       
Gross Profit						5,050				5,150

Less:	Expenses
	Rent					200				225

	Rates					  80				  80

	Motor Expenses			  90				  90

	Advertising				  75				  88

	Light and Heat				  72				  98

	Depreciation				100				110

	Insurance			  	  65				  65

	Repairs					160				  90

	Bad Debts			  	  40				  78

	Salaries			      	140			             135

	Loan Interest				  20				  18

					           1,042			           1,077
	
				
Net Profit for the Year		         	           4,008			           4,073












Balance Sheet at 31st August

						2019		              2020

					    £000	            £000	              £000	             £000

Fixed Assets (at net book value)				4500				 4650	

Current Assets

	Stocks				 1450				1420

	Debtors				 1600				1800

	Cash at Bank			     10				    15

	Cash in Hand			       5				      5	

					3065				3240

Current Liabilities

	Trade Creditors			    800				    870

	Accruals			    239		                              246

	Bank Overdraft			    300				   500

					  1339				 1616

Net Current Assets					1726				1624

Total Assets Less Current Liabilities			6,226				6,274

Long - Term Liabilities

	Bank Loans				  	   150				   145

					                            6,076				 6,129

Represented by:

Capital	
						              2,068				2,056

Profit for the Year				  	 4,008 				4,073

							 6,076				6,129
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