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[bookmark: _Toc235899848]1. Introduction 
Technological advances, changing customer expectations, sustainability efforts, and the post-COVID 19 eras have significantly changed the global hospitality sector. As the leading hotel companies increasingly implement asset light business models, digital technologies and programme to build customer loyalty, they are looking to increase the efficiency of their operations, better their financial performance and enhance their long-term competitiveness. Hilton Worldwide Holdings Inc. was established in 1919, and it is currently one of the biggest hospitality firms in the world, boasting 8,447 properties and 1.26 million rooms in 140 countries and territories (Hilton Worldwide Holdings, 2025a). The company also boasts over 211 million Hilton Honors' members, which is a testament to the company's reach and loyalty.
However, Hilton's financial situation is affected by various factors such as inflation, high interest rates, and volatility in foreign currencies, geopolitical uncertainty, labour shortages and fierce competition from the leading international hotel chains. These factors call for good financial planning, allocation of capital resources and sustainable strategic decision making.
This report is from the perspective of the Chief Financial Officer (CFO) of Hilton Worldwide Holdings Inc. It analyses the financial statements of the company over the last five years along with financial ratio analysis, looks at working capital management, suggests financial restructuring plans, considers investment projects by applying capital budgeting methods and reviews the use of Artificial Intelligence in the process of financial decision making.
[bookmark: _Toc235899849]2. Financial Health Check: Hilton Worldwide Holdings Inc. (2020-2024)
[bookmark: _Toc235899850]2.1 Company Financial Performance Overview
	Year
	Revenue
	Net Income
	Total Assets
	Total Liabilities
	Operating Cash Flow

	2020
	4,311
	(720)
	16,755
	18,241
	708

	2021
	5,788
	407
	15,441
	16,260
	109

	2022
	8,773
	1,257
	15,512
	16,610
	1,681

	2023
	10,235
	1,151
	15,401
	17,748
	1,946

	2024
	11,174
	1,539
	16,522
	20,211
	2,010


Table 1: Five-Year Financial Trend ($ millions)
Hilton Worldwide Holdings Inc. (NYSE: HLT) had one of the biggest turns around of any hotel company from 2020 to 2024. Revenue declined to $4.31 billion, and COVID-19 resulted in a net loss of $720 million for the 2020 fiscal year, due to a steep drop in travel demand along with a decrease in RevPAR throughout the portfolio (Hilton Worldwide Holdings, 2021 Annual Report). They were quick to turn around, with revenue increasing in each year since and net income going from a loss of $720 million to $1.54 billion (Hilton Worldwide Holdings, 2025 Annual Report) in 2024. Operating income also followed the same trend; from an operating loss in 2020 to a positive operating income of $2.37 billion in 2024. Total assets did not change significantly at $15-17 billion due to the asset light, fee-based business model of Hilton's franchise operations. 
[bookmark: _Toc235899851]2.2 Profitability Ratio Analysis
	Year
	Gross Margin
	Operating Margin
	Net Margin
	ROA
	ROE*

	2020
	85.6%
	-9.7%
	-16.7%
	-4.3%
	n/m

	2021
	88.3%
	17.5%
	7.0%
	2.6%
	n/m

	2022
	88.6%
	23.9%
	14.3%
	8.1%
	n/m

	2023
	88.9%
	21.7%
	11.3%
	7.5%
	n/m

	2024
	89.9%
	21.2%
	13.8%
	9.3%
	n/m


Table 2: Profitability Ratio Analysis
Over the 5-year period, Hilton's profitability jumped greatly and steadily. Gross margin was close, and remained in the 86-90% range throughout as it has a high share of revenue from fees for the franchise and licensing, which has almost zero direct cost of sale (Macrotrends, 2025). Operating margin was at -9.7% in 2020, improved to a record 23.9% in 2022 (the year after the pandemic started) and is projected to be slightly lower at 21.0% in 2023-2024, as higher general and administrative expenses are expected to be partially offset by the on-going brand-integration spending (Hilton Worldwide Holdings, 2025a). The net margin has improved from a pandemic low of -16.7% in 2020, to 13.8% in 2024, indicating that it was a temporary shock, rather than a structural issue. The ROA moved from -4.3% to 9.3% during the period, indicating that Hilton is much more profitable per dollar of assets than it was prior to the recovery, largely due to its fee-based business model which requires little additional capital to increase revenue (Hilton Worldwide Holdings, 2025a).
[bookmark: _Toc235899852]2.3 Liquidity Ratio Analysis
	Year
	Current Ratio
	Quick Ratio
	Cash Ratio

	2021
	0.95
	0.86
	0.50

	2022
	0.85
	0.78
	0.38

	2023
	0.70
	0.64
	0.24

	2024
	0.70
	0.63
	0.29


Table 3: Liquidity Ratio
The liquidity ratios have been declining over the past few years and are below the typical ratio of 1.0x for the current ratio in each of the years displayed, dropping from 0.95x (2021) to 0.70x (2024). The quick and cash ratios trend in the same direction and the cash ratio has reduced from 0.50x to 0.24x in 2023, but improved slightly in 2024 (Hilton Worldwide Holdings, 2025a). This is average for the ability to settle short-term obligations in isolation, but for Hilton it isn't quite as bad as the numbers suggest. Its business model is asset-light and franchise-based, so it doesn’t need to have as large a working capital buffer as a capital-heavy hotel owner and a high percentage of its current liabilities is deferred revenue and liabilities for Hilton Honors loyalty points which do not need to be paid in the near term. In addition to on-balance-sheet cash, Hilton has an undrawn $2.0 billion revolving credit facility as a liquidity backstop for its needs. 
[bookmark: _Toc235899853]2.4 Industry Benchmark Comparison
	Ratio (FY2024)
	Hilton
	Marriott
	IHG
	Industry Average

	Revenue ($m)
	11,174
	25,100
	4,923
	~13,700

	Net Margin
	13.8%
	9.5%
	12.8%
	~12.0%

	ROA
	9.3%
	9.1%
	13.2%
	~10.5%

	Current Ratio
	0.70
	0.40
	0.67
	~0.6

	Debt/Assets
	1.22
	1.11
	1.49
	~1.3


Table 4: Industry Benchmark Comparison
Hilton is coming up just as good as its two biggest global competitors. Net margin (13.8%) is higher than that of IHG (12.8%) and is higher than Marriott's net margin of 9.5% due to Hilton's higher mix of high-margin revenue from its franchise and licensing fees versus the larger owned/leased and cost-reimbursement revenue base of Marriott International, Inc. (2025 Form 10-K) (Hilton Worldwide Holdings, 2025a). Among the three, IHG has the lowest capital invested compared to its fee income, hence the best ROA (13.2%). The current ratio is materially stronger at Hilton than it is at Marriott, which has almost no cash on its balance sheet, and relies heavily on its revolving facility, and is close to Hilton at IHG (Hilton Worldwide Holdings, 2025a). On leverage, all three hotel companies have negative or close to negative equity, as a result of years of buybacks, with IHG having the highest ratio of liabilities to assets, followed by Hilton and then Marriott. 
[bookmark: _Toc235899854]2.5 Efficiency Ratios
	Year
	Asset Turnover
	Receivable Days
	Payable Days
	Cash Conversion Cycle*

	2021
	0.37x
	67.3
	98.9
	-31.6

	2022
	0.57x
	55.2
	74.5
	-19.3

	2023
	0.66x
	53.0
	70.6
	-17.6

	2024
	0.68x
	51.7
	69.4
	-17.7


Table 5: Efficiency Ratios
Hilton's efficiency has improved significantly over the past few years, especially during the COVID-19 pandemic. On the asset side, asset turnover rose almost by double from 0.37x (2021) to 0.68x (2024), thereby indicating that every dollar of assets now generates more revenue as occupancy and fee income have rebounded in line with the revenue increase without a corresponding increase in the balance sheet. The decline in receivable days to 51.7 from 67.3 over the same period points to quicker hotel owner and hotel franchisee collections (Hilton Worldwide Holdings, 2025a). 
Payable days also tumbled, from 98.9 days to 69.4 days, with the removal of some of the pandemic-era deferrals of payments from vendors and owners. As a result, the cash conversion cycle is negative across the years 2021-2024, a reflection of the fact that Hilton is likely to collect cash from its fee and loyalty-programme business before having to pay its own suppliers and partners, which represents very good working-capital efficiency, typical of asset-light franchise businesses (Hilton Worldwide Holdings, 2025a). The gradual decrease in the negative CCC (from -31.6 to -17.7 days) does not mean that the operational efficiency has been compromised as the business was gradually normalising the receivable and payable timings after the disruption caused by 2020-2021 (Hilton Worldwide Holdings, 2025a).
[bookmark: _Toc235899855]2.6 Gearing Ratios
	Year
	Debt/Assets
	Long-Term Debt ($m)
	Interest Coverage (approx.)

	2021
	1.05
	8,712
	n/m (recovering)

	2022
	1.07
	8,708
	~5.8x

	2023
	1.15
	9,157
	~4.2x

	2024
	1.22
	10,616
	~4.0x


Table 6: Gearing Ratios
Hilton's total liabilities have been higher than its total assets since 2021 and the debt/assets ratio is now above 1.0x, reflecting the company's negative equity position, which has been primarily due to the long term debt issued to finance the repurchase of shares and not due to operating losses (Hilton Worldwide Holdings, 2025a). The amount of long-term debt also increased from $8.7 billion (2022) to $10.6 billion (2024), with Hilton having issued $2.0 billion of senior notes in 2024 alone (Hilton Worldwide Holdings, 2025 Form 10-K). Interest coverage declined from approximately 5.8x (2022) to approximately 4.0x (2024) as debt levels increased and interest rates went up, but remained well above 1.0x. 
[bookmark: _Toc235899856]2.7 Investment Ratios
	Year
	Diluted EPS
	Dividend per Share
	Dividend Payout

	2022
	$4.36
	$0.00
	0%

	2023
	$4.29
	$0.60
	13.7%

	2024
	$6.14
	$0.60
	9.7%


Table 7: Investment Ratios
Hilton suspended dividends in 2020 and restored them in 2022 (since then the company has paid a regular $0.15 per share quarterly dividend, while it has been spending the majority of its cash on share buybacks, $3.0 billion of which was paid in 2024 alone, see Hilton Worldwide Holdings, 2025 press release). Diluted EPS is up $4.29 (2023) to $6.14 (2024), due to both an improvement in net income and a reduction in the number of shares outstanding (Hilton Worldwide Holdings, 2025a). The low payout ratio (below 15%) suggests that the management and investors are more interested in returning capital to shareholders via buybacks and reinvesting in the company than paying out dividends, indicating investors' high expectations of future earnings growth.
[bookmark: _Toc235899857]2.8 Cash Flow Analysis
	Year
	Operating CF
	Investing CF
	Financing CF
	Free Cash Flow

	2021
	109
	(57)
	(1,791)
	30

	2022
	1,681
	(123)
	(1,760)
	1,579

	2023
	1,946
	(305)
	(2,040)
	1,704

	2024
	2,010
	(446)
	(1,040)
	1,823


Table 8: Cash Flow Analysis
Operating cash flow bounced back to a pandemic low of $109 million (2021) to $2.01 billion (2024) as it improved consistently and surpasses net income, indicating excellent underlying cash conversion. The asset-light model is reflected in modest and rising investing outflows, primarily capital expenditure and capitalised software (Hilton Worldwide Holdings, 2025a). Financing activities have continually been negative as Hilton has been issuing new debt financing to finance large share repurchases and (since 2022) dividends using free cash flow. The $1.82 billion of free cash flow in 2024 exceeds the needs of both capital investment and shareholder returns, ensuring that Hilton has sufficient resources generated internally to sustain network growth without the need to turn to external equity markets for financing (Hilton Worldwide Holdings, 2025a).
[bookmark: _Toc235899858]2.9 Key Findings
High and improving profitability (13.8% net margin; 89.9% gross margin in 2024) are strong free cash flow generation ($1.8bn); negative cash conversion cycle, as a result of an efficient, capital-light franchise model. The negative stockholders' equity and the current ratio that's below 1.0x since 2022 is caused by buybacks financed with debt, not poor operations (Hilton Worldwide Holdings, 2025a). More leverage and more interest expense is in a higher interest rate; more sensitivity to macroeconomic shocks and travel demand, as highlighted dramatically in 2020. The expansion of global pipelines (close to 500,000 rooms are under construction as of 2024) and the additional margin increase via the high fee, low capital franchise model are observed (Hilton Worldwide Holdings, 2025a).
[bookmark: _Toc235899859]3. Working Capital Management Analysis 
[bookmark: _Toc235899860]a. Cash operating cycle
The cash operating cycle equals payable days plus inventory days minus receivable days and indicates the number of days that elapse from paying suppliers to receiving cash from customers. The relationship among working capital, firm performance and hospitality firms is identified in the hospitality literature as non-linear and inverted U-shaped such that both under-investment and over-investment of WC can negatively affect the returns of the firm; particularly, this relationship holds true in the accommodation and food service sectors (Chambers and Cifter, 2022). Inventory days is effectively zero because Hilton is an asset light, fee based franchise. Receivables days are decreasing slightly and are at 51.7 days in 2024, which indicates quicker collections from hotel owners and franchisees, while payable days are slightly down from 98.9 days in 2021 to 69.4 days in 2024 as the deferrals of payments during the pandemic era are now normalising (Hilton Worldwide Holdings, 2025 Annual Report). 
The resulting cash operating cycle is structurally negative over the period, as Hilton are able to generate cash from franchise, management and loyalty programme activity prior to paying its own suppliers and hotel owner partners, a recent study found to be associated with better working capital efficiency and less dependency on external short term funding sources (Habib and Dalwai, 2023). The negative cycle has become shorter from negative 31.6 days in the first quarter of 2020 to negative 17.7 days in the first quarter of 2021, which is a normalisation of the collection and payment process since the pandemic, rather than a decline in efficiency.
[bookmark: _Toc235899861]b. Strategies to improve liquidity
There are a number of short-term working capital improvements that could enhance Hilton's short term position. CFO level management of receivables has been found to have a significant impact on working capital results; the more experienced the CFO is in the industry, the tighter the discipline of receivables and payables, which would help to tighten the credit terms and automate the invoicing of receivables and payables in Hilton's franchised and owned accounts and shorten the current receivables cycle of 51.7 days (Hu, Bhuiyan and Houqe, 2023). Partnering with technology, marketing and procurement companies to renegotiate the terms with suppliers and vendors would maintain the good negative cash cycle without affecting relationships. Having digital payment systems on the reservation and loyalty system would help to accelerate cash flow from guests and Corporate Customers and also help provide better forecasting accuracy. Hilton's treasury should consider RevPAR fully recovering in the range of 94-121 percent of 2019 levels by late 2023, with a range of performance across the globe that should be incorporated into rolling forecasts (STR, 2025). In the smaller owned and leased sector, inventory optimisation is still relevant, even if it is not a factor in the fee based model.
[bookmark: _Toc235899862]c. Short term versus long term financing
Hilton has flexible liquidity through bank loans and revolving credit facilities which are useful in the short term, but carry the risk of floating rates and renewal. If the market continues to be available, then commercial paper might be used in conjunction with this (Hilton Worldwide Holdings, 2025a). Hilton has generally been funding its acquisition strategy through corporate bond issues, which have increased its leverage and interest expenses; for companies with longer time horizons, the research in capital structure indicates that leverage has a positive effect on company value for a financially sound firm, but the return diminishes and eventually turns negative as leverage increases, matching Hilton's own trajectory of rising leverage and falling interest coverage (Chen, 2024). The public share issue is on hold but is not in line with the buyback strategy followed by Hilton and will dilute existing shareholders. In general, the short term facilities are appropriate for day to day liquidity requirements, and the long term fixed rate debt is appropriate for the structural multiyear financing requirements, such as buyback funding, to avoid risks of rollover on core operations.
[bookmark: _Toc235899863]4. Strategic Financial Restructuring Plan 
[bookmark: _Toc235899864]a. Restructuring options
With Hilton's consistent fee cash flows, a balanced restructuring plan should include an extended debt maturity structure and a more diversified debt profile with more long dated, fixed rate senior notes, while minimizing the refinancing risk without merely reducing total debt. Hospitality debt studies indicate that financial leverage benefits the hospitality industry or the cost efficiency of the operations until the time of debt service, when it becomes value destructive (Chen and Zhao, 2023; Park and Kim, 2022), with longer maturities and more synchronized debt financing and cash flow times having a stronger positive impact on financial performance (Osei and Boateng, 2023; Kalima, Mwachikoka and Habazoka, 2026). 
A public share issue in the context of dilution cost is not recommended but a temporary slowdown in buybacks will act as an equity strengthening measure. It would speed up the transition to a pure fee based model and free up capital for debt reduction, as capital structure research indicates that the leverage-performances curve is not linear, but rather asymmetric and firm specific; therefore, restructuring should be designed to suit Hilton's own cash flow situation versus a general target for leverage (Nikhil et al., 2024). A formal buyback review, which would tie re-purchase speed to leverage covenants, would allay the market fears and on-going digital investment coupled with a shift to Asia would diversify Hilton's revenue mix.
[bookmark: _Toc235899865]b. Impact on shareholders, debt and flexibility
These would have differing impact on stakeholders. Shareholder value is likely to be enhanced in the medium term, as a modest and covenant linked slowdown in buybacks would depress near term EPS growth but should benefit the valuation multiple; sentiment surrounding pay-out announcements is itself a key factor in driving near term share price reaction (Álvarez-Díez et al., 2024), so a credible and covenant linked framework should be communicated carefully to avoid being misread as weakness. Debt reduction through divestiture proceeds and disciplined buybacks would help the equity deficit to shrink slowly to 1.05-1.10x debt to asset and disciplined and predictable buyback and dividend policies are more effective at reducing volatility in stock price and increasing confidence over the long term in the market (Ali Taher and Al-Shboul, 2023). The financial flexibility would be boosted and would provide Hilton with some breathing space in the event of a demand shock such as 2020.
[bookmark: _Toc235899866]c. International and ethical considerations
The currency risk is also present as Hilton's fee revenue would need to be converted into USD in order to be recorded in their financial books. The material currency exposure is higher for multinational hospitality and lodging companies that have foreign sales ratios that are higher, but operational hedging and franchising structures have been found to decrease this exposure significantly (Akbar and Mishra, 2023; Alaryani et al., 2024), complementing Hilton's current approach of relying on an "operational hedge" in new markets in Asia by holding a multitude of franchising agreements. 
Transfer pricing and the tax regime considerations of the various companies are brought up in cross-border operations. Regarding CSR and ESG, restructuring should be aligned with Hilton's sustainability goals, with willingness to pay for CSR initiatives among guests being highest when CSR is managed strategically, not as an add-on; links between CSR and financial performance of tourism and hospitality firms are becoming stronger over time, but are inconsistently measured and reported (Kuokkanen and Sun, 2024; Lee, Yeon and Song, 2023; Korca, Costa and Bouten, 2023). Hilton should thus develop any divest and restructuring actions in accordance with credible and comparable ESG reporting frameworks instead of fragmented disclosure, which is identified as common throughout the hospitality industry (Guix and Petry, 2024).
[bookmark: _Toc235899867]5. Investment Appraisal and Capital Budgeting 
The initial capital investment is 50 million pounds for each project, the project will be appraised with an 8 percent discount rate for 5 years, and the depreciation will be calculated as a straight line to 0, so the ARR will have 10 million pounds a year. All five techniques are used in the same manner across Projects A, B and C, thereby basing the recommendation on a like for like basis rather than any one metric.
[bookmark: _Toc235899868]a. Payback period
The investment for Project A is recovered in 4.5 years, for Project B in 4.55 years and for Project C in 3.6 years. Although considering the time value of money and cash flows beyond the cut-off point, the payback period is one of the most popular first screens for analysis, as it is easy to communicate and provides a sense of intuitive risk exposure (Sinaga et al., 2023). Project C has the highest annual inflows in years 3 and 4, so this project will pay back quickest. A quick return on investment also protects a business like Hilton, which is in a cyclical industry, from a significant drop in RevPAR like the one Hilton experienced during the pandemic in 2020. On this measure alone it is Project C that is preferred, but never discounting is ignored.
[bookmark: _Toc235899869]b. Accounting rate of return
Project A shows an average accounting profit of 3.2 percent on average investment of 25 million pounds, while project B shows an accounting profit of 4.0 percent on average investment of 25 million pounds, and project C shows an accounting profit of 12.0 percent on average investment of 25 million pounds. Project C has a higher ARR due to the greater inflows in the project, in this case the total undiscounted inflows is 65 million pounds compared to 54 million pounds in Project A and 55 million pounds in Project B. Payback is also an accounting profit-based measure and it also considers a selected and somewhat arbitrary depreciation charge and does not take into account the discounting of cash flows or any other measure, and therefore, ARR should be used in addition to the discounted measures that follow, and not as a replacement (Sinaga et al., 2023). The advantage of ARR is that it can be compared to Hilton's current return on assets, which is 9.3 percent as reported in its Section 2. Projects A and B would reduce Hilton's asset efficiency, while Projects A and B will increase it.
Net present value
If the discount rate for each cash flow is 8 percent, then the NPV of Project A is minus 6.54 million pounds, the NPV of Project B is minus 6.08 million pounds, and the NPV of Project C is plus 0.86 million pounds. The NPV is widely considered as the most theoretically sound criterion in a reasonably certain environment as far as the discount rate is concerned because it directly measures the incremental gain in shareholder wealth in present value terms in the currency units of the outlay (Sokolov, 2023). While both Project A and Project B have positive cash inflows, the board must consider the time value of money: Project C creates value at the assumed cost of capital (8 percent), whereas Projects A and B destroy value once the time value of money is taken into account.
Profitability index
The profitability index for project A is 0.87, project B is 0.88 and project C is 1.02, indicating that project C is the only project where the discounted returns are greater than the cost of capital. The profitability index is especially valuable when capital is limited, as in the current case, when limited capital of 100 million pounds is to be allocated between competing projects, and not just by absolute NPV (Sokolov, 2023). The NPV ranking is similar here, since all three projects were invested for the same amount of pounds (50 million pounds), but in future rounds, the NPV would be the deciding factor when considering projects of different size.
Internal rate of return
The signal was confirmed by the IRRs: Project C (8.59 percent) is the only one that surpasses the required IRR of 8 percent set by Hilton; Projects A and B has IRRs of 2.72 percent and 3.26 percent, respectively. Some practitioners prefer IRR because it results in a single percentage return that can be compared on projects of any scale, but can be misleading for projects when the cash flow pattern is not conventional; this is not a problem here because there is only one sign change (Sokolov, 2023). The agreement of IRR, NPV and PI in this case, all recommending Project C, provides confidence in the recommendation, as when the results of any two are inconsistent, further investigation is warranted.
[bookmark: _Toc235899870]c. Recommendation
There is no conflict between the techniques that needs to be resolved given the following: On every discounted measure (NPV, PI and IRR), and on both of the undiscounted measures (payback and ARR), Project C is clearly better. Project C's cash flow profile is low in year one and year five, and high in years three and four, which is typical of a phased hotel development or major renovation programme, whereby early years are absorbed by construction and ramp up costs, the middle years are when the asset sees peak demand as it is stabilised, and the final year represents a mature, more competitive trading environment. 
If it is a new international market, especially in the Greater China region, then there is some political or regulatory risk involved in such a project, and if there is a lag in occupancy as compared to the projections, there is some execution risk also. Hilton's net margin has been improving, from the negative 16.7 percent in 2020 to 13.8 percent in 2024, and the liquidity backstop mentioned in Section 2 means that Hilton is in a strong position to manage that execution risk without compromising its overall balance sheet (Hilton Worldwide Holdings, 2025a). Another benefit of the 211 million Hilton Honors users is their ability to ramp up demand for a new or renovated property faster than an unbranded competitor, as customer loyalty programmes have been proven to draw existing loyal guests to new properties the day they open (Han, 2024). The appraisal, combined with these non-financial factors, strongly supports Project C.
[bookmark: _Toc235899871]d. Capital rationing
Each project costs 50 million pounds, and the combined funding of two of the three projects is limited to 100 million pounds. The combined NPV of Projects A and B is negative 12.62 million pounds, while the combined NPV of Projects A and C is negative 5.69 million pounds, and the combined NPV of Projects B and C is negative 5.22 million pounds (Hilton Worldwide Holdings, 2025a). No two combinations is a value creating project, since the only value creating project is Project C alone and combining it with A or B provides a value destroying project in addition to a value creating project. The usual method of dealing with capital rationing is to evaluate projects in order of their profitability index, which is the ratio of project value to the number of pounds of scarce capital that are used in the project (Sinaga et al., 2023). 
If that applies to the current situation, then the logical course of action is to spend only 50 million pounds on Project C, and to consciously refrain from spending the remaining 50 million pounds on this one particular group of three projects, but instead on the debt maturity extension and buyback discipline discussed in Section 4, to create the opportunity to spend it elsewhere. This represents an important principle, namely that capital rationing decisions must be based on the value creation per project, rather than the level of capital deployment, as the latter will not deliver value to the shareholders but will just be part of the budget.
[bookmark: _Toc235899872]6. Critical Reflection on AI Usage 
Tool disclosure: I have utilized AI and productivity tools to prepare this assignment, as outlined in the AI use acknowledgement in this assessment. For organization, the assistance of an AI was invoked to help me organize sections, write explanatory text around financial ratios, and find formulas that I checked for myself. All quantitative calculations were performed in Microsoft Excel and formulas were handcrafted to allow for results to be traced and audited. The software used was only Grammar and Clarity, which is called “Grammarly”. Any final numbers provided in the financial section were provided without being generated using AI tools, but were verified against primary sources.
Critical evaluation of AI output: All figures created using AI tools have been verified against the sources, with primary sources being Hilton's Annual Report and Form 10-K reports. If there is AI conflict with primary filings, I relied on the primary source definition and ignored the AI-generated information. This step was deemed non-negotiable, even though generative AI algorithms are known to make up references and financial details at significant rates, even up to 20 percent for some large language models and much higher for others (2025 review of AI in financial decision making), and forecasting research in financial accounting also points to hallucination and explainability gaps as constant, unsolved dangers of AI financial output (Kureljusic and Karger, 2023).
Contribution analysis: AI contributions were mostly generative and structural, outlining the structure of paragraphs, recommending ratio formulas, and suggesting potential restructuring options as a preliminary list to respond to. My role was evaluative, and my contribution was evident and was to source and verify all of the primary financial data, build and test the Excel model, and create the final analysis, interpretation and conclusions.
Ethical and professional reflection: Being aware of bias, as AI training data can be skewed towards certain markets, I looked at figures based on disclosures from Hilton and not generalisations. Only public company data was utilised and there was no real concern about privacy. My own financial judgement still played a key role because the AI tool provides me with options and the final recommendations are my responsibility, and my financial judgement is the one that is responsible for the recommendations, not the AI.
[bookmark: _Toc235899873]6. Conclusion
Hilton Worldwide Holdings' financial performance has been astounding since hitting its lowest point in 2020 during the pandemic, as the company's revenue, profitability and cash generation have all reached new highs in 2024. Profitability and cash flow metrics indicate a solid, high-margin asset light business, while the balance sheet appears under strain; although it is likely that this is due to a capital return buyback strategy and not a lack of profitability. Hilton's negative working capital is offset by its very favourable cash operating cycle, which is well documented in the hospitality working capital literature and by its undrawn revolving credit facility. 
The restructuring plan, debt maturity extension, buybacks based on leverage covenants, selective divestment, and on-going investment in digital solutions and the Asian expansion would maintain profitable strengths and re-establish balance sheet strengths. Capital should be invested selectively, as the investment appraisal has shown that the only value creating opportunity is Project C, the other two being unfeasible. Hilton's is positive on the growth in global travel demand, the pipeline of approximately 500,000 rooms and the cash generative model of its franchise, with the proviso that management will remain disciplined on leverage and interest rate exposure.
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[bookmark: _Toc235899876]Appendix 1: Raw Financial Data of Hilton Worldwide Holdings Inc. FY2020-FY2024
	Line Item
	2020 ($ millions)
	2021  ($ millions)
	2022  ($ millions)
	2023  ($ millions)
	2024  ($ millions)

	Revenue
	4,311
	5,788
	8,773
	10,235
	11,174

	Gross Profit
	3,690
	5,110
	7,770
	9,094
	10,048

	Operating Income
	(419)
	1,010
	2,094
	2,225
	2,370

	Pre-Tax Income
	 
	 
	1,734
	1,692
	1,783

	Net Income
	(720)
	407
	1,257
	1,151
	1,539

	Total Current Assets
	 
	2,871
	2,870
	2,614
	3,272

	  Cash & Cash Equivalents
	 
	1,427
	1,209
	800
	1,301

	  Restricted Cash
	 
	85
	77
	75
	75

	  Accounts Receivable, net
	 
	1,068
	1,327
	1,487
	1,583

	Total Assets
	16,755
	15,441
	15,512
	15,401
	16,522

	Total Current Liabilities
	 
	3,019
	3,372
	3,722
	4,700

	  Accounts Payable, Accrued Exp. & Other
	 
	1,568
	1,790
	1,979
	2,124

	Total Liabilities
	18,241
	16,260
	16,610
	17,748
	20,211

	Long-Term Debt
	 
	8,712
	8,708
	9,157
	10,616

	Total Stockholders' Equity (Deficit)
	(1,486)
	(819)
	(1,098)
	(2,347)
	(3,689)

	Operating Cash Flow
	708
	109
	1,681
	1,946
	2,010

	Investing Cash Flow
	(107)
	(57)
	(123)
	(305)
	(446)

	Financing Cash Flow
	2,030
	(1,791)
	(1,760)
	(2,040)
	(1,040)

	Free Cash Flow
	616
	30
	1,579
	1,704
	1,823

	Diluted EPS ($)
	 
	 
	4
	4
	6

	Dividends Paid ($m)
	-
	-
	 
	158
	150

	Dividend per Share ($)
	-
	-
	-
	1
	1





[bookmark: _Toc235899877]Appendix 2: Investment appraisal calculations
	Discount Rate
	8%
	
	

	Project Life (years)
	5
	
	

	Depreciation Method
	Straight-line to £0 residual value
	
	

	
	
	
	

	Year
	Project A
	Project B
	Project C

	Initial Investment (Year 0)
	(50.0)
	(50.0)
	(50.0)

	Year 1
	10.0
	11.0
	5.0

	Year 2
	12.0
	11.0
	10.0

	Year 3
	14.0
	11.0
	20.0

	Year 4
	10.0
	11.0
	25.0

	Year 5
	8.0
	11.0
	5.0

	Total Undiscounted Cash Inflows (Yr 1-5)
	54.0
	55.0
	65.0

	Year
	Project A CF
	Project A Cum.
	Project B CF
	Project B Cum.
	Project C CF
	Project C Cum.

	1
	10.0
	10.0
	11.0
	11.0
	5.0
	5.0

	2
	12.0
	22.0
	11.0
	22.0
	10.0
	15.0

	3
	14.0
	36.0
	11.0
	33.0
	20.0
	35.0

	4
	10.0
	46.0
	11.0
	44.0
	25.0
	60.0

	5
	8.0
	54.0
	11.0
	55.0
	5.0
	65.0

	
	
	
	
	
	
	

	Payback Calculation
	Project A
	Project B
	Project C
	
	
	

	Payback Period (years)
	4.50
	4.55
	3.60
	
	
	



	Item
	Project A
	Project B
	Project C

	Average Annual Cash Inflow (£m)
	10.80
	11.00
	13.00

	Annual Depreciation (£m)
	10.00
	10.00
	10.00

	Average Annual Accounting Profit (£m)
	0.80
	1.00
	3.00

	Average Investment (£m)
	25.00
	25.00
	25.00

	ARR (%)
	3.2%
	4.0%
	12.0%



	Year
	Discount Factor
	Project A CF
	Project A PV
	Project B CF
	Project B PV
	Project C CF
	Project C PV

	1
	0.9259
	10.0
	9.259
	11.0
	10.185
	5.0
	4.630

	2
	0.8573
	12.0
	10.288
	11.0
	9.431
	10.0
	8.573

	3
	0.7938
	14.0
	11.114
	11.0
	8.732
	20.0
	15.877

	4
	0.7350
	10.0
	7.350
	11.0
	8.085
	25.0
	18.376

	5
	0.6806
	8.0
	5.445
	11.0
	7.486
	5.0
	3.403

	Total PV of Inflows (£m)
	
	43.46
	
	43.92
	
	50.86

	Initial Investment (£m)
	
	50.00
	
	50.00
	
	50.00

	NPV (£m)
	
	-6.54
	
	-6.08
	
	0.86



	Item
	Project A
	Project B
	Project C

	Total PV of Inflows (£m)
	43.46
	43.92
	50.86

	Initial Investment (£m)
	50.00
	50.00
	50.00

	Profitability Index
	0.87
	0.88
	1.02



	Year
	Project A
	Project B
	Project C

	Year 0 (Investment)
	(50.0)
	(50.0)
	(50.0)

	Year 1
	10.0
	11.0
	5.0

	Year 2
	12.0
	11.0
	10.0

	Year 3
	14.0
	11.0
	20.0

	Year 4
	10.0
	11.0
	25.0

	Year 5
	8.0
	11.0
	5.0

	
	
	
	

	IRR (%)
	2.72%
	3.26%
	8.59%

	Exceeds 8% Hurdle Rate?
	No
	No
	Yes



	Criteria
	Project A
	Project B
	Project C

	Payback Period (years)
	4.50
	4.55
	3.60

	ARR (%)
	3.2%
	4.0%
	12.0%

	NPV (£m)
	-6.54
	-6.08
	0.86

	Profitability Index
	0.87
	0.88
	1.02

	IRR (%)
	2.72%
	3.26%
	8.59%



	Item
	Project A
	Project B
	Project C

	Initial Investment (£m)
	50
	50
	50

	NPV (£m)
	-6.54
	-6.08
	0.86

	Profitability Index
	0.87
	0.88
	1.02

	
	
	
	

	
	
	
	

	Two-Project Combination
	Combined Investment (£m)
	Combined NPV (£m)
	Within £100m Budget?

	A + B
	100
	-12.62
	Yes

	A + C
	100
	-5.69
	Yes

	B + C
	100
	-5.22
	Yes
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