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[bookmark: _Toc237459238]Financial Health Analysis
The analysis of financial statements provides information about financial performance and position. The horizontal analysis helps to find trends in key elements, like revenue, net profit, equity, liabilities, assets, etc., of the financial statements. This analysis can estimate whether a company is growing, declining or fluctuating over recent periods. The vertical analysis also helps to evaluate financial statements to find changes in the composition of the income statement and balance sheet. It finds changes in the weight of cost factors against total revenue and different assets, liabilities and equity against total assets across different periods.
[bookmark: _Toc237459239]Income Statement
[bookmark: _Hlk237010879]The horizontal analysis of the income statement supports that Marriott International has increased its revenue growth between 2021 and 2025 by 88.97%, which is a lofty growth in its revenue performance. The positive growth over the last five years supports its operational activities' expansion in the market. The company increased its fees revenue, lease revenue, and cost reimbursement over the last five years. The increase in owned, leased, and other expenses and reimbursed expenses was also noticed between 2025 and 2021. The increase in the operating profit supports an increase in financial growth between 2021 and 2025. The net income increased by 136.67% in 2025 compared with 2021, supporting an overall improvement in financial performance (See Appendix 1).
The vertical analysis shows that Marriott has not had much change in the weight of its main sources of income, including fees revenue, lease revenue, and reimbursement revenue, between 2025 and 2021. Operating income declined in 2025 and 2024 compared to 2023 and 2022. However, over the period, operating income increased. The main cost factors, including reimbursed expenses, lease expense, and general and administrative expenses, were not much changed against revenue over the last five years. The net income declined in 2025 and 2024 compared to 2023 and 2022, showing an overall decline in profitability performance recently. 
[bookmark: _Toc237459240]Balance Sheet

The horizontal analysis of the balance sheet shows that Marriott International has negative growth in its cash position over the last five years. Marriott declined its current assets against an increase in the current liabilities, supporting a decline in its liquidity status between 2021 and 2025. The increase in property and equipment supports an expansion in the production capacity of Marriott over the last five years. Marriott increased its long-term debt funding against a decline in equity, supporting an increase in solvency risk between 2025 and 2021. 
The vertical analysis shows that Marriott has no much changes in elements of the balance sheet, except cash position and long-term debt. Marriott has increased debt funding weight in the assets against a decline in the equity weight, showing an increase in solvency risk over the period. The cash position declined significantly in 2025 compared to 2021, showing a decline in Marriott's instant payment capacity of Marriott of its current liabilities. The company increased solvency risk and declined liquidity position over the last five years.
[bookmark: _Toc237459241]Cash Flow Statement
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The net cash inflow from operating activities increased between 2025 and 2021, showing a significant increase in cash from operating activities. The increase in cash inflows from operating activities supports that Marriott increased its cash inflows from customers against payments to suppliers. The increase in net cash used in investing activities indicates that Marriott increased its production capacity by investing in properties and equipment over the last five years. Marriott used cash in financing activities due to the use of funds to buy back its shares to boost market price performance.
[bookmark: _Toc237459242]Ratio Analysis
[bookmark: _Toc237459243]Profitability Performance

The operating profit ratio evaluates the core earning capacity of a company through core operating activities to earn sales to cover operating costs. Marriott increased its operating profitability due to a significant increase in revenue performance over the period. Marriott increased its operating profit ratio to 15.81% in 2025 from 12.63% in 2022. Marriott International increased its revenue performance due to an increase in international travel and growth in Marriott’s loyalty program in 2025 compared to previous years (Proactive Investors, 2026). The increased operating costs during 2025 and 2024 compared with 2023 and 2021 declined slightly, resulting in operating profitability in 2025 compared to 2023.  Marriott operates in the Hotels & Entertainment Service industry. The industry had an operating profit ratio of 16.49% in 2025, showing lower performance of Marriott compared with the industry in 2025 (Investing.com, 2026).
The net profit ratio is highly relevant to find the overall profitability performance of a business. This ratio is highly relevant for all stakeholders to develop rational financial decisions (Jayathilaka, 2020, p.6). Marriott had a net profit ratio of 9.93% in 2025 and 7.93% in 2021, showing an overall increase in performance over the last five years. However, the ratio values were 13.00% in 2023 and 9.46% in 2024, showing a fluctuating trend over the last five years due to changes in cost of revenue and operating costs over the period. The industry had a net profit ratio of 11.4% in 2025, indicating a lower net profitability than that of Marriott in 2025. 
The return on equity ratio is an effective financial metric to compare equity and net profit to find return to shareholders. Marriott had an ROE ratio of -68.97% in 2025 and 77.72% in 2021, showing an increasing trend in 2025 compared with 2021. It shows that Marriott had a negative shareholders' position despite increased profitability over the period. The industry had an ROE ratio of -3.35% in 2025, highlighting a better performance of Marriott than that of the industry in 2025.
[bookmark: _Toc237459244]Liquidity Position


The current ratio evaluates the liquidity position by comparing current assets with current liabilities. A high ratio reflects a strong liquidity position. Marriott had a current ratio of 0.43 times in 2025 and 0.57 times in 2021, showing a poor liquidity position over the period. Marriott had a slight decline in its liquidity position over the period due to an increase in current liabilities with a decrease in current assets between 2025 and 2021. The industry had a current ratio of 0.92 times in 2025, showing a lower liquidity position for Marriott than that of the industry in 2025 (Investing.com, 2026).
[bookmark: _Toc237459245]Efficiency Performance


The asset turnover ratio can evaluate the efficiency of using total assets to generate revenue. A high ratio supports a high efficiency (Patin, Rahman and Mustafa, 2020, p.2). Marriott had an asset turnover ratio of 0.95 times in 2025 and 0.54 times in 2021, showing a reasonable improvement in efficiency performance over the period. A lofty increase in revenue caused an increase in efficiency performance. Marriott had an asset turnover ratio of 0.74 times in 2025, which indicates Marriott had a higher efficiency than that of the industry (See Appendix 2). Marriott had a receivable turnover ratio of 9.00 times in 2025 and 6.99 times in 2021, showing a reasonable increase in efficiency performance over the period. The industry had a receivable turnover ratio of 30.68 times in 2025, showing a lower efficiency of Marriott in 2025. Marriott had a payable turnover ratio of 27.08 times in 2025 and 16.68 times in 2021, showing a decline in efficiency in availing credit period from creditors over the period.
[bookmark: _Toc237459246]Gearing Position


The debt-to-equity ratio appraises solvency risk by comparing debt and equity funds in the capital structure (Sari et al., 2022, p.51). The debt-to-equity ratio of Marriott was -8.30 times in 2025 and 17.07 times in 2021, showing an increase in solvency risk over the period. Marriott increased debt funding while equity funding declined due to the buyback of shares over the period. The industry had a debt-to-equity ratio of 0.04 times in 2025, showing a higher solvency risk for Marriott in 2025. The interest coverage ratio evaluates coverage of interest expenses by operating profit. Marriott had an interest coverage ratio of 5.12 times in 2025 and 4.17 times in 2021, showing a strong position to cover interest expenses from operating profit across the period.
[bookmark: _Toc237459247]Market Performance

The market price-to-earnings ratio explains the impact of earnings on the market price performance (Ali, Chisti and Malik, 2022). Marriott had a P/E ratio of 32.55 times in 2025 and 49.18 times in 2021, showing a high investment performance over the period. Marriott increased its market price in 2025 due to increased revenue performance compared to the expected performance in the last quarter of 2025 (Proactive Investors, 2026). The industry had a P/E ratio of 27.32 times in 2025, showing Marriott had a higher performance than that of the industry. The dividend yield ratio of Marriott was 0.85% in 2025 and 0.67% in 2022, which indicates a high market performance due to a higher increase in market price than the increase in dividends over the period.
[bookmark: _Toc237459248]Cash Flow 
The operating cash flow ratio is an important financial metric to compare current liabilities with cash flows from operating activities. Marriott had an operating cash flow ratio of 0.38 times in 2025 and 0.18 times in 2021. It indicates that Marriott increased its cash flow performance to cover its current liabilities over the period.
[bookmark: _Toc237459249]Working Capital Management Analysis
[bookmark: _Toc237459250]Cash Operating Cycle 
Working capital shows the difference between current assets and current liabilities. The positive working capital shows that current assets exceed current liabilities. It indicates that a company can easily cover its current liabilities with its current assets. Adequate working capital provides operational flexibility in managing operational activities. 
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The working capital position of Marriott was not adequate between 2025 and 2021. Marriott had no flexibility in managing working capital due to shorter current assets than current liabilities. Marriott was not able to manage its working capital efficiently to optimise its operational activities. 
The cash conversion cycle estimates the period from selling its services and realising sales into cash. A shorter period indicates high efficiency in managing operational activities, while a longer period indicates inefficiency in managing operational activities (Wang, 2019, p.2). 
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CCC of Marriott was 27.08 days in 2025 and 30.33 days in 2021, showing a reasonable increase in efficiency in managing key elements of the working capital. The increased efficiency in managing accounts receivable helped Marriott to improve its CCC performance. However, Marriott was inefficient in managing its accounts payable over the last five years because of a decline in its efficiency in managing creditors’ credit period. The accounts payable days declined to 13.48 days in 2025 from 21.88 days in 2021, which shows that Marriott declined the credit period available from its suppliers and other creditors over the last five years. Inventory was not part of working capital because of its nature, so no relevance in evaluating inventory days for Marriott over the period. However, the overall performance of keeping shorter CCC was reasonable to indicate reasonable performance of Marriott over the period.
Marriott should adopt the following strategies to improve its working capital position:
Automation in Billing: Marriott should focus on advanced technology adoption in its billing process. The company should send bills instantly once the event is over without manual intervention. It will help the company to speed up its billing process to realise money from customers as early as possible. The automation will help to prepare and send accurate bills without making mistakes in billing, which happens due to human error.
Offers on Early Payments: Marriott should provide discounts on early payments to attract customers to repay their bills early. It helps to shorten the credit period for customers. Marriott should determine the discount compared to the interest expense on borrowings to maintain a reasonable discount on early payments for customers. Marriott should encourage customers to pay instantly rather than avail the credit period by providing lower-priced offers (Barnabas and Oloyede, 2025, p.4). The delay in payments by customers after a certain period, Marriott should impose penal interest on outstanding dues so customers can pay their dues on time to improve its liquidity position.
Renegotiation with Suppliers: Marriott should discuss the credit period with suppliers with the objective of availing a longer credit period to repay them. Marriott should explore new suppliers with the intention of a longer credit period and lower prices to improve its liquidity position. Marriott should renegotiate with existing suppliers to avail more credit period to repay suppliers. Early payments to suppliers should avail a discount on the cost of supplies to improve the liquidity position.
[bookmark: _Toc237459251]Comparison between Short-Term and Long-Term Financing Options
Short-term financing is for a short duration, which is around one year, while long-term financing is for more than one year. The purpose of the short-term financing is to support the operational activities, while the purpose of the long-term financing is to expand the business activities and investments. The main sources of short-term financing are trade credit, short-term loans, and bank overdrafts. The main sources of long-term financing are the issue of shares, bank loans, and leases. The cost of short-term financing is more than the cost of long-term financing (Rejison, 2025, p.3).
The short-term financing needs repayment in a short duration, and sometimes, the entire borrowed funds have to be repaid at one time. Short-term financing has lower flexibility in its repayment. Long-term financing has some flexibility because the repayment schedule is longer to repay borrowings over a long period. Long-term financing has less pressure on the liquidity position over the period because a small portion of the total borrowings is paid at one time. The long-term fund can share ownership in the business, but the short-term fund cannot share ownership in the business (Mustafina et al., 2020, p.3). The short-term financing supports operational activities while the long-term financing supports the sustainability of the business. Both types of financing are highly important for the business.
[bookmark: _Toc237459252]Strategic Financial Restructuring Plan
[bookmark: _Toc237459253]Financial Restructuring Options
Marriott should consider the following financial restructuring options:
Divestiture: Marriott should focus on divestiture for less profitable properties and assets. It will help the company to improve its profitability and management performance. It enables Marriott to focus on core operational activities without diverting its efforts to non-core activities. It will explore growth opportunities due to savings of time and effort for focusing on core activities to boost financial performance. This restructuring option improves flexibility in the decision-making process and reduces fixed cost commitments to improve overall operational performance. 
Injection: Marriott has a negative equity funding balance in its balance sheet recently, which indicates a high insolvency risk due to higher debt funding than equity in the capital structure. Marriott should issue fresh equity shares to improve its shareholders’ funding position against its debt funding in the total capital structure. It helps to improve shareholders’ control over Marriott's assets, and it improves the strategic decision-making process by limiting interfere of debt providers. Equity funding is a permanent source of funding to support long-term financial sustainability for Marriott. 
Debt Refinancing: Marriott should focus on reducing its debt funding in the balance sheet. Marriott should balance between fixed-rate and variable-rate debt funding options to leverage its financial cost of borrowed funding. The proper mix of fixed and variable rates will help Marriott maintain a low cost of debt funding due to changes in economic variables affecting fixed and variable costs of debt for businesses (Baron, 2020, p.4198).
Partnership: Marriott should focus on strategic partnerships rather than acquiring assets with a huge outlay. The focus on strategic partnerships will help Marriott to explore its growth opportunities with low risk, less management effort, and the advantage of experience and knowledge of others to boost business growth. Joint ventures, management agreements, and franchises are much better options for strategic partnerships for Marriott to explore its business growth opportunities to reshape its financing structure.
[bookmark: _Toc237459254]Impact on Shareholder Value, Debt Structure, and Operational Flexibility
Shareholder Value: The proposed restructuring will improve the value of Marriott’s shareholders because of a positive impact on profitability, cash inflows and market value. The improved profitability and cash inflows improve attraction among potential investors for the company, and in turn it helps to improve market price performance of the company (Bates, Chang and Chi, 2018, p.783). This restructuring will improve earnings and dividends for shareholders to improve their return performance.
Debt Structure: The proposed restructuring will lower the debt funding against increased equity funding. It will support stronger financial stability for Marriott to reduce its debt funding cost and improve control of shareholders over its total assets. The company can attract more investors because of its stronger financial stability with lower risk of insolvency. This shift will result in a decline in debt funding against increased equity funding in the capital structure. This restructuring increases investment growth of Marriott because the company can take more debt funding in the future to invest in more profitable investment opportunities.
Operational Flexibility: Marriott will improve its operational flexibility with the proposed restructuring due to increased cash inflows and a decrease in fixed financial commitments. The increased liquidity helps to improve the managerial decision-making process and financial growth. Marriott can quickly respond to changes in working conditions to improve its operational smoothness (De Vito and Gómez, 2020, p.2). It also helps to expand operational activities rapidly because of lower funding outflow as part of investment strategies.
[bookmark: _Toc237459255]International and Ethical Considerations
Taxation: Marriott operates in multiple countries, so it has to follow different countries' taxation rules and regulations. The proposed restructuring will help Marriott to improve its transparency in following applicable taxation rules and regulations to meet obligations of taxation efficiently. The increased reporting standards and disclosures will help the company to meet its taxation obligations. 
Currency Risk: The proposed restructuring helps to manage exchange rate fluctuations because of precise prediction of cash inflows and outflows. The company will face lower exposure in the international market due to taking advantage of foreign exchange risk hedging techniques, including futures, options, forward contracts, etc. (Arenas and Scudiero, 2023, p.48).
Inflation: The proposed restructuring will increase inflation risk due to diversified business activities in different countries, which have different inflation levels. The restructuring will enable Marriott to manage inflation pressure by a dynamic pricing strategy. This pricing strategy will cover inflation pressure in different countries to improve Marriott’s overall performance.
ESG: The proposed restructuring will increase Marriott's ESG performance by protecting the interests of all stakeholders. Marriott can manage its investment in sustainable projects with the strategic partnership to reduce carbon emissions to protect the environment. Marriott can increase job opportunities in different countries for serving society (Armstrong, 2020, p.7). The strategic management efforts can improve governance practices of Marriott.
[bookmark: _Toc237459256]Analysis of Projects’ Performance
[bookmark: _Toc237459257]Payback Period (PBP)
The payback period is easy to use to make rational investment decisions in a project. It estimates the riskiness of a project by finding the recovery period of the initial investment from relevant cash inflows. A shorter payback period indicates lower risk for an investment decision (Al Ani, 2015, p.469). A project is accepted if its payback period is shorter than the project’s economic life or desired period.
Benefits:
· PBP considers relevant cash inflows to recovery initial outlay. This concept is easy for investors to understand to make rational investment decisions.
· PBP does not allow accounting manipulation due to considering relevant cash flows only.
· PBP always ensures a profitable investment opportunity by investing in projects providing more cash inflows than their investments.
Limitations:
· PBP does not weigh the time value of money, highly important in long-term investment projects to avoid the impact of inflation on cash flows.
· PBP does not count cash inflows once the initial investment is recovered, resulting in inappropriate valuation of a project.
· PBP has no importance for qualitative factors like skill, supply of materials, impact on the environment, etc., which are highly important for long-term survival.
Project A has a payback period of 4.50 years. Project B has a payback period of 4.55 years, and Project C has a payback period of 3.60 years (See Appendix 3). The comparison between all three projects indicates that Project C is highly suitable for investment because Project C has a shorter recovery period of initial investment compared to Project A and Project B. Project C has less risk in recovering initial outlay because of a shorter period than that of Project A and Project B.
[bookmark: _Toc237459258]Net Present Value (NPV)
The net present value is an important capital budgeting technique to estimate real performance at zero time. This method finds the present value of cash inflows against initial investment to estimate the net worth of the investment (Dai et al., 2022, p.186). A positive net present value supports a profitable investment opportunity for investors.
Benefits:
· NPV weighs the time value of money, which is vital to appreciate the real net worth of an investment project.
· NPV avoids accounting manipulation to inflate a project’s financial performance because accounting policies and conventions cannot affect cash flows.
· NPV always improves the rational investment decision-making process in case of mutually exclusive investment projects.
Limitations:
· NPV confuses investors in estimating the overall profitability of an investment project because of avoiding sunk costs and irrelevant cash flows.
· NPV needs a genuine discounting rate to find present value. If the discounting rate is inappropriate, a profitable investment opportunity can be lost.
· NPV cannot compare different-sized projects to achieve capital rationing to maximise investment return performance.
Project A has a net present value of -£6,542,000, which is negative, to support rejection of investment in this project due to decline in value of investment. Project B has a net present value of -£6,077,000, which is negative, indicating a loss-making project. Project B cannot be accepted for investment decision. Project C has a net present value of £860,000, which is positive. Project C can be accepted for investment purposes because of profitability on investment. The comparison between all three investment projects indicates acceptance of investment in Project C.
[bookmark: _Toc237459259]Internal Rate of Return (IRR)
Internal rate of return is a highly suitable capital budgeting technique for comparing investment projects of different sizes to select the highest-performing one. IRR improves capital rationing in the case of partial investment opportunities (Dai et al., 2022, p.187). A project is accepted if it provides a higher IRR than the required rate of return or the cost of capital.
Benefits:
· IRR focuses on the time value of money to avoid inflation on cash flows to estimate real investment performance.
· IRR avoids accounting profit, which helps to eliminate the scope of accounting manipulation to inflate a project’s financial performance.
· IRR can compare investments of different sizes to improve the return performance of the investment.
Limitations:
· IRR confuses investors in estimating the overall volume of profitability because a high IRR does not mean a huge amount of profit.
· IRR uses a required return to make an investment decision. However, the selection of the most appropriate required return is not an easy task, and an inappropriate required return can reject a profitable investment. 
· IRR does not consider all costs to estimate overall profitability for easy understanding of a project's performance among investors.
Project A has an IRR of 2.74%, which is lower than the required rate of return of 8%. Project A cannot be accepted as it is a loss-making investment opportunity. Project B has an IRR of 3.28%, which is less than the required return of 8%. Project B cannot be accepted for investment purposes. Project C has an IRR of 8.58%, which is more than the required return of 8%. Project C can be accepted for investment due to a higher return than the required return to increase the value of the investment. 
[bookmark: _Toc237459260]Profitability Index (PI)
Profitability index evaluates the present value of cash inflows per unit of an initial investment. PI helps to rank different projects under the situation of a limited budget for investment opportunities (Shaturaev, 2023, p.153). A project can be accepted if the project’s PI is more than one to ensure a profitable investment opportunity.
Benefits:
· PI focuses on the present value of future cash flows to avoid inflation, including in nominal cash flows.
· PI ranks different projects to select better investment options to increase return performance.
· PI always accepts profitable investment projects to increase return performance.
Limitations:
· PI does not focus on accounting profit, confusing investors in understanding the performance of investment projects.
· PI needs a discounting rate to find present value, but the selection of the most appropriate discounting rate is difficult.
· PI cannot provide the amount of profit to compare different projects, which can limit the amount of profit on investments.
Project A has a PI of 0.87 times, indicating that Project A is not a suitable investment opportunity because PI is not more than 1. Project B has a PI of 0.88 times, which is not more than 1, indicating a loss-making investment opportunity. Project C has a PI of 1.02 times, which is more than 1, supporting acceptance of this project to improve the value of investment. 
[bookmark: _Toc237459261]Accounting Rate of Return (ARR)
Accounting rate of return is an important capital budgeting technique to evaluate the performance of an investment. ARR is easy to understand by investors because it considers accounting profit to evaluate an investment’s performance (Magni, 2015, p.277). A project is accepted if it has a higher ARR than the required return.
Benefits:
· ARR considers full costs to estimate overall profitability of an investment project.
· ARR always accepts a profitable investment project to improve the overall value of the investment.
· ARR can compare different-sized projects to optimise investment opportunity.
Limitations:
· ARR has no consideration of the time value of money, which is highly essential in a long-term investment project.
· ARR has the scope of accounting manipulation through accounting conventions and estimates.
· ARR has no focus on relevant cash flows to evaluate the realistic value of an investment project.
Project A has an ARR of 3.20%, which is lower than the required return of 8%, so this project cannot be accepted. Project B has an ARR of 4.00%, which is lower than the required rate of return of 8%, indicating rejection of this project due to a loss-making investment opportunity. Project C has an ARR of 12.00%, which is more than 8%, indicating this project can be accepted to improve the investment value.
[bookmark: _Toc237459262]Recommendation
Based on financial analysis, it is highly recommended that Project C should be accepted for investment while Project A and B should be rejected. The investment in Project C should also focus on non-financial factors to improve the sustainability performance of this project. regular supply of all required inputs should be ensured over the economic life of the project. There should be no restriction of applicable laws on the working of this project. The company should maintain competitiveness to explore its growth opportunity with this project. The project should increase the quality and satisfaction of customers to support customer loyalty for the business. The project should not face political risk to explore business growth. 
[bookmark: _Toc237459263]Capital Rationing
Capital rationing is an important process to allocate resources efficiently to optimise investment performance. It facilitates efficient allocation of initial investment to select the best projects to optimise profitability performance (Hoang, Gatzer and Ruckes, 2024, p.6403). However, in the given scenario, Project A and Project B are loss-making projects, so they cannot be taken for investment. Project C is the only profitable project. Therefore, the investment of £100 million can only be used partially to invest in Project C. It needs an investment of £50 million, and the remaining £50 million cannot be invested in any other projects.
[bookmark: _Toc237459264]Critical Reflection on AI Usage
Tool Disclosure: I used ChatGPT for developing this report. I used ChatGPT mainly for understanding the important terms of the report to enhance my knowledge of how to address the core issues in the report. ChatGPT helped me a lot to understand important terms like ESG, divestiture, etc. The development of the report was easy with the assistance of ChatGPT because it facilitated understanding important terms and aspects to develop a precise report and increase knowledge of users of the developed report. It saved my efforts, energy, and time to develop this report because of easy to find the meaning of important and relevant terms of finance in developing this report.
Critical Evaluation of AI Output: I used Google to verify the responses of ChatGPT because I was not sure to get an accurate result. However, the comparison between the output of Google and ChatGPT was not much different. The main difference between the two was the different sources. ChatGPT has no option of exploring different aspects of a single term, while Google provide different aspects of a single term. ChatGPT sometimes failed to understand the context of using a particular term, which could dilute the quality of the report. Different sources on Google Exploration helped me to correct logical errors in the findings of ChatGPT.
Contribution Analysis: My developed content and AI-developed content have a significant difference in addressing the core issues of the report. However, in reference to some issues, I and AI agreed on the same aspect. For example, the mutually exclusive projects should be evaluated by applying the net present value. The ranking of the project should be based on the profitability index. AI provided me with several options for developing strategic decisions to manage business. However, I applied only a few of them because I did not find all options feasible for Marriot based on its working conditions. 
Ethical & Professional Reflection: I think AI could be used for developing executive-level decisions because it enhances knowledge of different financial aspects by saving time and effort. However, the use of AI to develop an entire strategy is not ethical because as a professional, there is a need to address all issues, which could not be understood by AI. AI should be used as a tool for decision-making and not to replace the decision-making process of a professional. Ethical conditions are highly important while applying suggestions of AI because AI cannot understand human behaviour and the impact of business decisions on society. The impact of strategic decisions can be understood by a professional and not by AI. As a professional, there is a high need to focus on transparency and data privacy to protect the interests of society and people. The risk of over-reliance in executive-level decision-making should be understood properly to develop economic decisions to protect the interests of all stakeholders.
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	Income Statement 

	
	 
	2025
	2024
	2023
	2022
	2021

	
	 
	$ Millions
	$ Millions
	$ Millions
	$ Millions
	$ Millions

	
	Fees Revenue
	           5,303 
	           5,067 
	           4,736 
	           3,989 
	           2,619 

	
	Owned, leased, and other revenue
	           1,679 
	           1,551 
	           1,564 
	           1,367 
	              796 

	
	Cost reimbursement revenue
	        19,204 
	        18,482 
	        17,413 
	        15,417 
	        10,442 

	
	Total revenue 
	        26,186 
	        25,100 
	        23,713 
	        20,773 
	        13,857 

	
	Owned, leased, and other expense
	           1,461 
	           1,329 
	           1,165 
	           1,074 
	              734 

	
	General and administrative
	              870 
	              945 
	           1,011 
	              891 
	              823 

	
	Reimbursed expenses
	        19,503 
	        18,799 
	        17,424 
	        15,141 
	        10,322 

	
	Total costs
	        22,045 
	        21,333 
	        19,849 
	        17,311 
	        12,107 

	
	Operating income
	          4,141 
	          3,767 
	          3,864 
	          3,462 
	          1,750 

	
	Interest expense
	              809 
	              695 
	              565 
	              403 
	              420 

	
	Net income
	          2,601 
	          2,375 
	          3,083 
	          2,358 
	          1,099 
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	Balance Sheet 

	
	 
	2025
	2024
	2023
	2022
	2021

	
	 
	$ Million
	$ Million
	$ Million
	$ Million
	$ Million

	
	Assets
	 
	 
	 
	 
	 

	
	Current assets
	 
	 
	 
	 
	 

	
	Cash and equivalents
	              358 
	              396 
	              338 
	              507 
	           1,393 

	
	Accounts and notes receivable
	           2,909 
	           2,795 
	           2,712 
	           2,571 
	           1,982 

	
	Prepaid expenses and other
	              317 
	              294 
	              261 
	              235 
	              251 

	
	Total current assets
	           3,584 
	           3,485 
	           3,311 
	           3,313 
	           3,626 

	
	Non-current assets
	 
	 
	 
	 
	 

	
	Property and equipment
	           1,954 
	           1,833 
	           1,581 
	           1,585 
	           1,503 

	
	Intangible assets
	        19,243 
	        18,219 
	        18,076 
	        17,619 
	        17,999 

	
	Total assets
	        27,540 
	        26,182 
	        25,674 
	        24,815 
	        25,553 

	
	Current liabilities 
	 
	 
	 
	 
	 

	
	Accounts payable
	              814 
	              763 
	              738 
	              746 
	              726 

	
	Accrued expenses and other
	           1,440 
	           1,641 
	           1,390 
	           1,299 
	           1,167 

	
	Total current liabilities 
	           8,398 
	           8,649 
	           7,762 
	           7,339 
	           6,407 

	
	Non-current liabilities 
	 
	 
	 
	 
	 

	
	Long-term debt
	        14,995 
	        13,138 
	        11,320 
	           9,380 
	           9,333 

	
	Other noncurrent liabilities 
	           1,265 
	           1,377 
	           1,482 
	           1,842 
	           2,002 

	
	Total liabilities 
	        31,311 
	        29,174 
	        26,356 
	        24,247 
	        24,139 

	
	Total equity
	        (3,771)
	        (2,992)
	            (682)
	            (568)
	          1,414 


[image: ]













[bookmark: _Toc237459268]Appendix 2: Ratio Analysis
[image: ]













[bookmark: _Toc237459269]Appendix 3: PBP, NPV, IRR, PI, and ARR Calculations
[image: ]
[image: ]
Profitability Ratios

Operating profit ratio	2025	2024	2023	2022	2021	0.15813793630184067	0.1500796812749004	0.1629485935984481	0.16665864343137726	0.12628996175218302	Net profit ratio	2025	2024	2023	2022	2021	9.932788512945849E-2	9.4621513944223107E-2	0.13001307299793363	0.11351273287440428	7.9310095980370934E-2	Return on equity ratio	2025	2024	2023	2022	2021	-0.68973747016706444	-0.79378342245989308	-4.5205278592375366	-4.151408450704225	0.77722772277227725	
%





Liquidity Ratio

Current ratio	2025	2024	2023	2022	2021	0.42676827816146701	0.40293675569429993	0.42656531821695437	0.45142389971385749	0.5659434992976432	
Times




Efficiency Ratios

Asset turnover ratio	2025	2024	2023	2022	2021	0.9508351488743646	0.95867389809792991	0.92361922567578092	0.83711464839814631	0.54228466324893354	Receivable turnover ratio	2025	2024	2023	2022	2021	9.0017188037126168	8.9803220035778182	8.7437315634218287	8.0797355114741354	6.9914228052472254	Payable turnover ratio	2025	2024	2023	2022	2021	27.082309582309584	27.959370904325034	26.895663956639567	23.205093833780161	16.676308539944902	
Times




Gearing Ratios

Debt-to-equity ratio	2025	2024	2023	2022	2021	-8.3031026252983295	-9.7506684491978604	-38.645161290322584	-42.688380281690144	17.071428571428573	Interest coverage ratio	2025	2024	2023	2022	2021	5.1186650185414093	5.4201438848920862	6.8389380530973449	8.5905707196029777	4.166666666666667	
Times





Investment Ratios

P/E ratio	2025	2024	2023	2022	2021	32.554039874081852	33.366028708133975	22.04398826979472	20.480055020632737	49.178571428571431	Dividend yield ratio	2025	2024	2023	2022	2021	8.5095410005157305E-3	8.6398508639850876E-3	8.6914105804620639E-3	6.7163677883000875E-3	0	
Times





2
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2025 2024 2023 2022 2021

$ Million $ Million $ Million $ Million $ Million

Current assets 3,584           3,485           3,311           3,313           3,626          

Current liabilities  8,398           8,649           7,762           7,339           6,407          

Working Capital  (4,814)         (5,164)         (4,451)         (4,026)         (2,781)        
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Formula 2025 2024 2023 2022 2021

Accounts receivable days 365/Accounts receivable turnover  365/9 365/8.98 365/8.74 365/8.08 365/6.99

40.56 40.65 41.76 45.17 52.22

Accounts payable days 365/Accounts payable turnover  365/27.08 365/27.96 365/26.90 365/23.21 365/16.68

13.48 13.05 13.57 15.73 21.88

Inventory days 365/Inventory turnover  365/0 365/0 365/0 365/0 365/0

0 0 0 0 0

Cash  Conversion Cycle (CCC) 

Accounts  receivable days + 

Inventory days - Accounts payable 

days 27.08 27.59 28.19 29.45 30.33
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2025 2024 2023 2022 2021

$ Millions$ Millions$ Millions$ Millions$ Millions

Fees Revenue 102.48% 93.47% 80.83% 52.31% 0.00%

Owned, leased, and other revenue 110.93% 94.85% 96.48% 71.73% 0.00%

Cost reimbursement revenue 83.91% 77.00% 66.76% 47.64% 0.00%

Total revenue  88.97% 81.14% 71.13% 49.91% 0.00%

Owned, leased, and other expense 99.05% 81.06% 58.72% 46.32% 0.00%

General and administrative 5.71% 14.82% 22.84% 8.26% 0.00%

Reimbursed expenses 88.95% 82.13% 68.80% 46.69% 0.00%

Total costs 82.08% 76.20% 63.95% 42.98% 0.00%

Operating income 136.63% 115.26% 120.80% 97.83% 0.00%

Interest expense 92.62% 65.48% 34.52% -4.05% 0.00%

Net income 136.67% 116.11% 180.53% 114.56% 0.00%

Income Statement - Horizontal Analysis
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2025 2024 2023 2022 2021

$ Millions $ Millions $ Millions $ Millions $ Millions

Fees Revenue 20.25% 20.19% 19.97% 19.20% 18.90%

Owned, leased, and other revenue 6.41% 6.18% 6.60% 6.58% 5.74%

Cost reimbursement revenue 73.34% 73.63% 73.43% 74.22% 75.36%

Total revenue  100.00% 100.00% 100.00% 100.00% 100.00%

Owned, leased, and other expense 5.58% 5.29% 4.91% 5.17% 5.30%

General and administrative 3.32% 3.76% 4.26% 4.29% 5.94%

Reimbursed expenses 74.48% 74.90% 73.48% 72.89% 74.49%

Total costs 84.19% 84.99% 83.71% 83.33% 87.37%

Operating income 15.81% 15.01% 16.29% 16.67% 12.63%

Interest expense 3.09% 2.77% 2.38% 1.94% 3.03%

Net income 9.93% 9.46% 13.00% 11.35% 7.93%

Income Statement - Vertical Analysis
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2025 2024 2023 2022 2021

$ Million $ Million $ Million $ Million $ Million

Assets

Current assets

Cash and equivalents 1.30% 1.51% 1.32% 2.04% 5.45%

Accounts and notes receivable 10.56% 10.68% 10.56% 10.36% 7.76%

Prepaid expenses and other 1.15% 1.12% 1.02% 0.95% 0.98%

Total current assets 13.01% 13.31% 12.90% 13.35% 14.19%

Non-current assets 0.00% 0.00% 0.00% 0.00% 0.00%

Property and equipment 7.10% 7.00% 6.16% 6.39% 5.88%

Intangible assets 69.87% 69.59% 70.41% 71.00% 70.44%

Total assets 100.00% 100.00% 100.00% 100.00% 100.00%

Current liabilities 

Accounts payable 2.96% 2.91% 2.87% 3.01% 2.84%

Accrued expenses and other 5.23% 6.27% 5.41% 5.23% 4.57%

Total current liabilities  30.49% 33.03% 30.23% 29.57% 25.07%

Non-current liabilities 

Long-term debt 54.45% 50.18% 44.09% 37.80% 36.52%

Other noncurrent liabilities  4.59% 5.26% 5.77% 7.42% 7.83%

Total liabilities  113.69% 111.43% 102.66% 97.71% 94.47%

Total equity -13.69% -11.43% -2.66% -2.29% 5.53%

Balance Sheet - Vertical Analysis 
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2025 2024 2023 2022 2021

$ Million$ Million$ Million$ Million$ Million

Assets

Current assets

Cash and equivalents -74.30% -71.57% -75.74% -63.60% 0.00%

Accounts and notes receivable 46.77% 41.02% 36.83% 29.72% 0.00%

Prepaid expenses and other 26.29% 17.13% 3.98% -6.37% 0.00%

Total current assets -1.16% -3.89% -8.69% -8.63% 0.00%

Non-current assets

Property and equipment 30.01% 21.96% 5.19% 5.46% 0.00%

Intangible assets 6.91% 1.22% 0.43% -2.11% 0.00%

Total assets 7.78% 2.46% 0.47% -2.89% 0.00%

Current liabilities 

Accounts payable 12.12% 5.10% 1.65% 2.75% 0.00%

Accrued expenses and other 23.39% 40.62% 19.11% 11.31% 0.00%

Total current liabilities  31.08% 34.99% 21.15% 14.55% 0.00%

Non-current liabilities 

Long-term debt 60.67% 40.77% 21.29% 0.50% 0.00%

Other noncurrent liabilities  -36.81% -31.22% -25.97% -7.99% 0.00%

Total liabilities  29.71% 20.86% 9.18% 0.45% 0.00%

Total equity -366.69%-311.60%-148.23%-140.17% 0.00%

Balance Sheet - Horizontal Analysis
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Profitability Ratios Formula 2025 2024 2023 2022 2021

Operating profit ratio Operating profit / Revenue  4141/26186 3767/25100 3864/23713 3462/20773 1750/13857

15.81% 15.01% 16.29% 16.67% 12.63%

Net profit ratio Net profit / Revenue  2601/26186 2375/25100 3083/23713 2358/20773 1099/13857

9.93% 9.46% 13.00% 11.35% 7.93%

Return on equity ratio Net profit / Equity 2601/-3771 2375/-2992 3083/-682 2358/-568 1099/1414

-68.97% -79.38% -452.05% -415.14% 77.72%

Liquidity  Ratios Formula 2025 2024 2023 2022 2021

Current ratio Current assets / Current liabilities  3584/8398 3485/8649 3311/7762 3313/7339 3626/6407

0.43 0.40 0.43 0.45 0.57

Efficiency Ratios Formula 2025 2024 2023 2022 2021

Asset turnover ratio Revenue / Total assets 26186/2754025100/2618223713/2567420773/2481513857/25553

0.95 0.96 0.92 0.84 0.54

Receivable turnover ratio Revenue  / Accounts receivables 26186/2909 25100/2795 23713/2712 20773/2571 13857/1982

9.00 8.98 8.74 8.08 6.99

Payable turnover ratio Cost of Revenue / Accounts payable 22045/814 21333/763 19849/738 17311/746 12107/726

27.08 27.96 26.90 23.21 16.68

Gearing Ratios Formula 2025 2024 2023 2022 2021

Debt-to-equity ratio Total debt / Total equity 31311/-377129174/-2992 26356/-682 24247/-568 24139/1414

-8.30 -9.75 -38.65 -42.69 17.07

Interest coverage ratio Operating profit / Interest expense 4141/809 3767/695 3864/565 3462/403 1750/420

5.12 5.42 6.84 8.59 4.17

Investment Ratios Formula 2025 2024 2023 2022 2021

P/E ratio Market price per share / Earnings per share 310.24/9.53 278.94/8.36 225.51/10.23148.89/7.27 165.24/3.36

32.55 33.37 22.04 20.48 49.18

Dividend yield ratio Dividend per share / Market price per share 2.64/310.24 2.41/278.94 1.96/225.51 1.00/148.89 0/165.24

0.85% 0.86% 0.87% 0.67% 0.00%

Cash Flow Ratios Formula 2025 2024 2023 2022 2021

Operating cash flow ratio Operating cash flow / Current liabilities  3212/8398 2749/8649 3170/7762 2363/7339 1177/6407

0.38 0.32 0.41 0.32 0.18
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Period  Initial Investment Cash Inflows Net Cash Flows Cumulative Net Cash Flows

Year 0 -£50,000,000 -£50,000,000 -£50,000,000

Year 1 £10,000,000 £10,000,000 -£40,000,000

Year 2 £12,000,000 £12,000,000 -£28,000,000

Year 3 £14,000,000 £14,000,000 -£14,000,000

Year 4 £10,000,000 £10,000,000 -£4,000,000

Year 5 £8,000,000 £8,000,000 £4,000,000

4 + (4,000,000 

÷

 8,000,000) = 4.50 Years

Period  Net Cash Flows Discount Factor @ 8%Net Cash Flows

Year 0 -£50,000,000 1.000 -£50,000,000

Year 1 £10,000,000 0.926 £9,260,000

Year 2 £12,000,000 0.857 £10,284,000

Year 3 £14,000,000 0.794 £11,116,000

Year 4 £10,000,000 0.735 £7,350,000

Year 5 £8,000,000 0.681 £5,448,000

-£6,542,000

Period  Net Cash Flows Discount Factor @ 2%Net Cash Flows Discount Factor @ 3% Net Cash Flows

Year 0 -£50,000,000 1.000 -£50,000,000 1.000 -£50,000,000

Year 1 £10,000,000 0.980 £9,800,000 0.971 £9,710,000

Year 2 £12,000,000 0.961 £11,532,000 0.943 £11,316,000

Year 3 £14,000,000 0.942 £13,188,000 0.916 £12,824,000

Year 4 £10,000,000 0.924 £9,240,000 0.889 £8,890,000

Year 5 £8,000,000 0.906 £7,248,000 0.863 £6,904,000

£1,008,000 -£356,000

Initial investment  £50,000,000

Less: Residual value  £0

Depreciable value  £50,000,000

Useful life (in years) 5

Depreciation expense £10,000,000

Period  Profit before depreciation (A)Depreciation expense (B)Profit (A-B)

Year 1 £10,000,000 £10,000,000 £0

Year 2 £12,000,000 £10,000,000 £2,000,000

Year 3 £14,000,000 £10,000,000 £4,000,000

Year 4 £10,000,000 £10,000,000 £0

Year 5 £8,000,000 £10,000,000 -£2,000,000

Total profit £4,000,000

Period (in years) 5

Average profit = Total 

profit / Period  £800,000

Initial investment £50,000,000

Ending investment  £0

Total  £50,000,000

Average investment = Total 

investment 

÷

 2 £25,000,000

Average profit  £800,000

Average investment £25,000,000

Accounting Rate of Return = 

Average profit / Average 

investment 3.20%

Period  Net Cash Flows Discount Factor @ 8%Net Cash Flows

Year 1 £10,000,000 0.926 £9,260,000

Year 2 £12,000,000 0.857 £10,284,000

Year 3 £14,000,000 0.794 £11,116,000

Year 4 £10,000,000 0.735 £7,350,000

Year 5 £8,000,000 0.681 £5,448,000

£43,458,000

Total Present Value of Cash Inflows £43,458,000

Initial investment £50,000,000

Profitability Index = Total Present Value of Cash Inflows / Initial investment 0.87                                     

Project A: Profitability Index

Calculation of Project A's Average Profit 

Calculation of Average Investment 

Project A: Accounting Rate of Return

Project A: Calculation of Total Present Value of Cash Inflows

Total Present Value 

Net Present Value 

Project A: Internal Rate of Return

Internal Rate of Return = 2% + (1008000 

÷

 (1008000+356000) × (3% - 2%) = 2.74%

Project A: Payback Period 

Payback Period 

Project A: Net Present Value

Net Present Value 


image11.emf
Period  Initial Investment Cash Inflows Net Cash Flows Cumulative Net Cash Flows

Year 0 -£50,000,000 -£50,000,000 -£50,000,000

Year 1 £11,000,000 £11,000,000 -£39,000,000

Year 2 £11,000,000 £11,000,000 -£28,000,000

Year 3 £11,000,000 £11,000,000 -£17,000,000

Year 4 £11,000,000 £11,000,000 -£6,000,000

Year 5 £11,000,000 £11,000,000 £5,000,000

4 + (6,000,000 

÷

 11,000,000) 

= 4.55 Years

Period  Net Cash Flows Discount Factor @ 8%Net Cash Flows

Year 0 -£50,000,000 1.000 -£50,000,000

Year 1 £11,000,000 0.926 £10,186,000

Year 2 £11,000,000 0.857 £9,427,000

Year 3 £11,000,000 0.794 £8,734,000

Year 4 £11,000,000 0.735 £8,085,000

Year 5 £11,000,000 0.681 £7,491,000

-£6,077,000

Period  Net Cash Flows Discount Factor @ 3%Net Cash Flows Discount Factor @ 4% Net Cash Flows

Year 0 -£50,000,000 1.000 -£50,000,000 1.000 -£50,000,000

Year 1 £11,000,000 0.971 £10,681,000 0.962 £10,582,000

Year 2 £11,000,000 0.943 £10,373,000 0.925 £10,175,000

Year 3 £11,000,000 0.916 £10,076,000 0.889 £9,779,000

Year 4 £11,000,000 0.889 £9,779,000 0.855 £9,405,000

Year 5 £11,000,000 0.863 £9,493,000 0.822 £9,042,000

£402,000 -£1,017,000

Initial investment  £50,000,000

Less: Residual value  £0

Depreciable value  £50,000,000

Useful life (in years) 5

Depreciation expense £10,000,000

Period  Profit before depreciation (A)Depreciation expense (B)Profit (A-B)

Year 1 £11,000,000 £10,000,000 £1,000,000

Year 2 £11,000,000 £10,000,000 £1,000,000

Year 3 £11,000,000 £10,000,000 £1,000,000

Year 4 £11,000,000 £10,000,000 £1,000,000

Year 5 £11,000,000 £10,000,000 £1,000,000

Total profit £5,000,000

Period (in years) 5

Average profit = Total 

profit / Period  £1,000,000

Initial investment £50,000,000

Ending investment  £0

Total  £50,000,000

Average investment = 

Total investment 

÷

 2 £25,000,000

Average profit  £1,000,000

Average investment £25,000,000

Accounting Rate of Return 

= Average profit / Average 

investment 4.00%

Period  Net Cash Flows Discount Factor @ 8%Net Cash Flows

Year 1 £11,000,000 0.926 £10,186,000

Year 2 £11,000,000 0.857 £9,427,000

Year 3 £11,000,000 0.794 £8,734,000

Year 4 £11,000,000 0.735 £8,085,000

Year 5 £11,000,000 0.681 £7,491,000

£43,923,000

Total Present Value of Cash Inflows £43,923,000

Initial investment £50,000,000

Profitability Index = Total 

Present Value of Cash 

Inflows / Initial 

investment 0.88                                     

Project B: Profitability Index

Internal Rate of Return = 3% + (402000 

÷

 (402000+1017000) × (4% - 3%) = 3.28%

Calculation of Project B's Average Profit 

Calculation of Average Investment 

Project B: Accounting Rate of Return

Project B: Calculation of Total Present Value of Cash Inflows

Total Present Value 

Net Present Value 

Project B: Payback Period 

Payback Period 

Project B: Net Present Value

Net Present Value 

Project B: Internal Rate of Return
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2025 2024 2023 2022 2021

$ Million $ Million $ Million $ Million $ Million

Net cash inflow from operating activities 3,212           2,749           3,170           2,363           1,177        

Net cash used in investing activities (948)             (734)             (465)             (297)             (187)          

Net cash used in financing activities (2,318)         (1,956)         (2,864)         (2,962)         (463)          

Cash Flow Statement 


