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[bookmark: _486de2x4fk4z]1. Introduction
Whitbread PLC is a large hospitality company whose main business focus is on the Premier Inn hotels and the food and beverage business, with an increasing hotel presence in both the UK and Germany. Recent financial stability of the company indicates that the company is recovering after the pandemic and is still investing in the development of hotel capacity and operations (Whitbread PLC, 2025). This report compares the financial performance of Whitbread in 2021-2025 based on profitability, liquidity, efficiency, gearing, investment and cash-flow ratios with the data in the financial statements and calculations in Excel. In hospitality, financial ratio analysis is especially crucial since the performance may be influenced by capital intensity, demand volatility and industry-specific operating conditions (Soni et al., 2023). The report also compares the working-capital management, suitable financial restructuring alternatives and three suggested capital-investment projects in terms of PBP, ARR, NPV, PI and IRR. Lastly, it takes into account capital rationing and critically examines how artificial intelligence is used to aid financial analysis and decision-making.
[bookmark: _skc06rihdk7]2. Financial Health Check
[bookmark: _50rffog5nqzz]2.1 Overview of Whitbread's Five-Year Financial Performance
Whitbread PLC has gone through a strong financial recovery period since 2021-2025, but recent ratios suggest that the company is facing renewed challenges in terms of liquidity and leverage. The recovery in revenue following the pandemic period was good, whereas net profit shifted a significant loss in 2021 to sustained profitability since then. Whitbread noted that it had continued to invest in its hotel portfolio and its German growth, which would allow growth over the long term, but raise capital demands (Whitbread PLC, 2025). This recovery is supported by the ratio profile: the net profit margin increased by 153.80% in 2021 to 10.54% in 2024 and then stabilised to 8.68% in 2025. Meanwhile, the current ratio decreased to 0.81x as compared to 1.74x, and debt-to-equity rose to 1.69x as compared to 1.18x. This type of combined profitability, liquidity and solvency analysis is significant in the assessment of financial resilience in hospitality businesses (Metaxas, 2023).
[bookmark: _p4whla1tqozc]2.2 Profitability Ratio Analysis
[bookmark: _ya4c0bveykm0]2.2.1 Return on Equity – ROE
Whitbread has a significant post-pandemic turnaround in its ROE. It improved from −23.64% in 2021 to 1.03% in 2022, before increasing to 6.78% in 2023 and peaking at 8.87% in 2024. Nevertheless, ROE decreased to 7.61% in 2025, which means that shareholder capital continued to yield positive returns but with lower efficiency compared to the previous year. The reported recovery in operating activity at Whitbread gives context to the high recovery following the 2021 position of loss (Whitbread PLC, 2024). The decrease in 2025, however, implies that the incremental shareholder returns are decreasing as a result of growing the capital base or weaker earnings growth.
[bookmark: _as22sxeg4dyk]2.2.2 Net Profit Margin
The net profit margin, which was outstanding in 2021 at 153.80 per cent, shifted to 2.50 per cent in 2022, showing the scale of earnings disruption and recovery during the pandemic. It then strengthened to 10.62% in 2023 and remained broadly stable at 10.54% in 2024, before declining to 8.68% in 2025. Characteristics of firms, cost structure, and working environment significantly affect hospitality profitability (Soni et al., 2023). Hence, the 2025 contraction implies the pressure of costs that Whitbread will be prepared to face even though it will be profitable.
[bookmark: _i4cvja7d1utq]2.2.3 Return on Assets – ROA
ROA improved from −10.91% in 2021 to 0.46% in 2022, 2.86% in 2023, and 3.21% in 2024, before declining to 2.61% in 2025. This shows that Whitbread's asset base, which is large, has been markedly productive since 2021, though the drop in 2025 indicates that the recent asset investment is yet to result in earnings in the same proportion. Company scale, asset intensity, and macroeconomic conditions may have a significant impact and affect the hospitality financial performance (Matias et al., 2024).
[bookmark: _klgmafq0ctb2]2.2.4 Gross Profit Margin
The calculated gross profit margin remained negative throughout the period, moving from −385.56% in 2021 to −194.27% in 2022, −181.28% in 2023, −181.82% in 2024 and −182.82% in 2025. Despite the fact that the trend was slightly better after 2021, the negative values remained, and they should be interpreted carefully since they suggest that the cost measure applied to the spreadsheet is above the revenue. The calculation must then be construed in line with the Excel input definition as opposed to a standard hotel gross margin. Financial-ratio conclusions are best when accounting definitions are used in similar ways over periods (Seretidou et al., 2025).
[bookmark: _6dvd1d2by22o]2.3 Liquidity Ratio Analysis
[bookmark: _lkqh25c4e31w]2.3.1 Current Ratio
Whitbread's current ratio strengthened slightly from 1.74x in 2021 to 1.76x in 2022, before deteriorating to 1.57x in 2023, 0.96x in 2024 and 0.81x in 2025. A value of less than 1.0 shows that the current assets were less than the current liabilities in the past two years, which aggravates the short-term liquidity risk. The working-capital management is linked with financial performance in a positive way since an overload on short-term financing may limit the operating flexibility (Kiymaz, Haque and Choudhury, 2024).
[bookmark: _yb9mi3mdsvjx]2.3.2 Acid-Test Ratio
The acid-test ratio followed almost the same pattern, declining from 1.73x in 2021 and 1.74x in 2022 to 1.55x in 2023, 0.94x in 2024 and 0.80x in 2025. The minimal disparity in the current and acid-test ratios shows that inventory is just a minor percentage of the current assets of Whitbread. However, this severe decline shows that there is growing reliance on operating cash generation and funding facilities to meet short-term commitments. Liquidity management in hospitality businesses is delicate as seasonality and demand variability may have a significant impact on financing needs (Sikveland, Xie and Zhang, 2022).
[bookmark: _hcalpsn196e3]2.4 Efficiency Ratio Analysis 
[bookmark: _xwa3kfnqgczw]2.4.1 Receivables Turnover Ratio
Receivables turnover improved markedly from 7.94x in 2021 to 14.63x in 2022, 18.51x in 2023 and 24.81x in 2024, before easing to 22.99x in 2025. In general, the increase shows that Whitbread is turning receivables into cash much more efficiently than in 2021. The minor fall of 2025 should still be watched since the slowing of the accumulation may create a strain on already strained liquidity. Efficient receivables management is particularly important in hospitality working-capital performance (Chambers and Cifter, 2022).
[bookmark: _1b1uhg9pz902]2.4.2 Inventory Turnover Ratio
Inventory turnover increased continuously from 48.71x in 2021 to 87.80x in 2022, 120.98x in 2023, 139.62x in 2024, and 170.87x in 2025. This shows an increasingly fast utilisation of inventory and a relatively lean inventory position. The outcome is productive in terms of cash efficiency as less capital is bound up in inventories, but too lean inventory may amplify loss to supply disruptions. A sustainable supply-chain management thus needs financial efficiency to be even-handed with operational resilience (Alreahi et al., 2023).
[bookmark: _1yes19hx4sn9]2.5 Gearing Ratio Analysis
[bookmark: _zh4ucdzbb22]2.5.1 Debt-to-Equity Ratio
Whitbread's debt-to-equity ratio declined marginally from 1.18x in 2021 to 1.14x in 2022, but subsequently increased to 1.20x in 2023, 1.45x in 2024 and 1.69x in 2025. The rising trend shows that the company is increasingly dependent on debt as compared to shareholder equity and thus highly leveraged. The capital structure is especially important to hospitality businesses due to the potential sensitivity of asset intensity and financing needs to economic shocks (Novak and Sensini, 2024).
[bookmark: _c9fqsq48kd06]2.5.2 Times Interest Earned Ratio
Interest coverage also shows recovery with a slight weakening. TIE increased from −4.79x in 2021 to 1.31x in 2022, 3.03x in 2023 and 3.15x in 2024, before declining to 2.73x in 2025. Whitbread is thus still in a position to meet finance expenses through operating profit, but the decreased margin of safety and the increasing leverage should be considered. Hotel companies indicate that active capital-structure management matters when it comes to financial stability in uncertain situations (Nguyen et al., 2023).
[bookmark: _qv3z0sybwxun]2.6 Investment Ratio Analysis
[bookmark: _cpucqn6qx76a]2.6.1 Dividend Payout
In 2021-2022, Whitbread did not pay a dividend, which indicates the emphasis of financial recovery. The payout ratio subsequently rose to 42.72% in 2023, 52.77% in 2024 and 70.20% in 2025. The rising trend shows more substantial distributions of shareholders yet the 2025 position also implies that more earnings are being distributed and liquidity and gearing have deteriorated. The stated capital-allocation strategy of Whitbread thus must strike a balance between the returns to shareholders and the investment needs (Whitbread PLC, 2025).
[bookmark: _oo9ul0duflrq]2.6.2 Price/Earnings Ratio
The P/E ratio changed substantially, from −1.46x in 2021 to 50.08x in 2022, before falling to 0.89x in 2023, 1.54x in 2024 and 2.85x in 2025. The high 2022 outcome is the result of the extremely low earnings base after recovery. The further rise between 2023 and 2025 denotes the enhancement of market value in comparison with earnings, yet the abnormally low absolute multiples must be regarded with a grain of salt in the context of the particular market-price inputs. The uncertainty in the economy, as well as the firm characteristics, are sensitive to investment decisions in hospitality (Soni, Singh and Kaushal, 2023).
[bookmark: _swsi2t7b3em]2.7 Cash-Flow Ratio Analysis
[bookmark: _ydpaufebwtht]2.7.1 Operating Cash Flow Ratio
The operating cash-flow ratio recovered from −0.50x in 2021 to 0.71x in 2022, 0.95x in 2023 and 1.01x in 2024, before declining sharply to 0.58x in 2025. Therefore, it will be fully covered by current liabilities in 2024 but only covered by about 58 percent in 2025. The 2025 financial statements of Whitbread also indicate a high level of operating cash generation and huge financing and investment commitments (Whitbread PLC, 2025).
[bookmark: _pv1prtq5d0xu]2.7.2 Cash Flow-to-Debt Ratio
Cash flow-to-debt improved from −0.09x in 2021 to 0.11x in 2022, 0.16x in 2023 and 0.17x in 2024, before decreasing to 0.14x in 2025. This company thus creates positive cash against debt, yet the recent decline supports the apprehensions found in the growing gearing. Cash-flow ratios are used to supplement traditional accounting ratios with a more powerful perspective of real debt-servicing capacity and financial strength (Seretidou, Billios and Stavropoulos, 2025).
[bookmark: _80no9ga39jxk]3. Working Capital Management Analysis 
[bookmark: _5t7xjcytadx]3.1 Working Capital Position
The working capital position of Whitbread PLC has declined significantly over the past five years. Net working capital remained positive at £575.2 million in 2021, £548.6 million in 2022 and £482.7 million in 2023, but turned negative to £33.2 million in 2024 and worsened further to £245.9 million negative in 2025. It shows that current liabilities grew faster than current assets, and this decreased the short-term financial cushion of the company. The trend coincides with the decrease in current and acid-test ratios and indicates increased reliance on operating cash flow and outside financing. The importance of working capital management lies in the fact that the lack of liquidity may undermine financial flexibility and operating resilience of hospitality enterprises (Chambers and Cifter, 2022).
[bookmark: _8cnbwm3kswqx]3.2 Cash Operating Cycle
Whitbread’s standard cash operating cycle was relatively long and volatile, measuring 111.96 days in 2021, 150.25 days in 2022, 131.76 days in 2023, 112.57 days in 2024 and 112.96 days in 2025. The high in 2022 shows that it took a longer time to recover the cash held in operations, but the cycle then became shorter. There was much higher collection efficiency as the receivable days increased significantly by 45.95 days in 2021 to 15.88 days in 2025. The standard inventory and payable-day values are negative, since the spreadsheet uses the input of available COGS, and they should be viewed with caution instead of being used as traditional operating-cycle metrics. The sales-proxy cycle was negative, improving from -142.56 days in 2021 to -64.53 days in 2025, indicating that a significant part of the operating activity is still being financed by payables. When the receivables, inventories, and payables are coordinately managed, working capital efficiency can help firms perform well (Kiymaz, Haque and Choudhury, 2024).
[bookmark: _5tt9xqac667u]3.3 Strategies to Improve Liquidity
Liquidity preservation should be of the foremost concern to Whitbread due to the risk of higher short-term financing risk caused by negative working capital and poorer liquidity ratios. First, the company needs to reinforce rolling cash-flow forecasting to ensure that anticipated payroll, supplier, lease, and investment commitments are balanced with the available operating cash. Second, it is necessary to be disciplined in managing receivables with a tightening of credit and acceleration of collection, especially since the days outstanding to receivables have gone up to 15.88 days in 2025 as compared to 14.71 days in 2024. Third, negotiations with suppliers must be done in such a way that cash is maintained without harming strategic relationships. Fourth, the inventory levels must be kept small, and yet at the same time it must not be brought down to the extent that it causes operational interference. Lastly, shareholder distributions and discretionary capital expenditure must be moderated against liquidity needs. Companies in the hospitality industry that match working capital policy with the operational conditions are in a better position to stay afloat during uncertain seasons (Nguyen et al., 2023).
[bookmark: _6nbirysdtede]3.4 Short-Term versus Long-Term Financing
Short-term financing would allow Whitbread the latitude to deal with short-term liquidity crunches. The seasonal or short-term cash-flow requirements may be considered as overdrafts, revolving credit facilities, and trade credit since they may be availed fairly fast. Nonetheless, too much short-term borrowing may raise the refinancing and interest-rate risk, particularly when the liquidity ratios are lower than 1.0. Hotel expansion and large capital investments require long-term financing such as bonds, bank loans, retained earnings, and equity due to the ability to match the long economic life of assets with repayments. The capital-structure evidence in hospitality shows that leverage, liquidity, and operating characteristics affect financing decisions (Novak and Sensini, 2024). Thus, Whitbread must rely on short-term facilities to accommodate working-capital variation and strategic expansion primarily based on long-term debt and internal sources.
[bookmark: _s0g5m81tpe3f]4. Strategic Financial Restructuring Plan 
[bookmark: _9ntsjk5cnkq]4.1 Need for Financial Restructuring
Whitbread PLC needs a specific financial reorganization since its success in restoring its profitability has been coupled with lower liquidity and increasing leverage. The current ratio fell to 0.81x in 2025, net working capital reduced to a negative of £245.9 million, and the debt-to-equity ratio rose to 1.69x. Meanwhile, interest coverage dropped to 2.73x in 2025 (compared to 3.15x in 2024), which will decrease the level of safeguarding creditors can obtain. These trends indicate that further growth should not be based on over-dependence on further borrowing. Hotel businesses may enter the financial distress stage upon the inability to balance growth, leverage, and liquidity (Pupiales-Proaño et al., 2026). Hence, restructuring must result in enhancing liquidity and safeguarding profitable growth.
[bookmark: _8rkxsg198ieo]4.2 Proposed Restructuring Strategies
A major merger or a large equity issue is not suitable as compared to a selective restructuring strategy. First, Whitbread ought to refinance some of its current debt through the extension of maturities and a portion of the cost of borrowing, which would lead to a reduction in refinancing risk and enhance predictability of interest rates. It is especially applicable in the context where the cost of corporate financing remains affected by monetary conditions (Bank of England, 2026). Second, poorly performing or non-core property assets must be thought of as disposable, with the proceeds to be used to pay off debt and to make high-yield hotel investments. Third, a larger percentage of expansion should be financed through internally generated cash, rather than incremental leverage. Fourth, shareholder payouts must be flexible in situations where liquidity is tight. It should continue strategic investment in markets and assets that are able to deliver sustainable long-term returns, since over-financial retrenchment would undermine competitiveness (Sikveland, Xie and Zhang, 2022). Hospitality businesses need capital structures that do not maximise leverage but balance debt capacity, operating risk and growth opportunities.
[bookmark: _jp48x7v9viyn]4.3 Impact on Shareholder Value, Debt and Flexibility
The suggested reorganization would be beneficial in increasing shareholder value, as higher quality and resilience of future cash flows in Whitbread would be achieved. Refinancing debt would ease short-term repayment and would also stabilise the finance cost, although asset disposals would decrease the current 1.69x debt-to-equity ratio. Reduced leverage would also enhance interest coverage and capacity to respond to downturns or make lucrative investments. But over-deleveraging may limit growth, whereby profitable hotel growth opportunities are sacrificed. Hospitality financial performance is affected by the interplay between firm specifics, investment level and external economic factors (Matias et al., 2024). A balanced restructuring programme must thus maintain enough capital expenditure on profitable expansion but will channel weaker assets and excess cash into balance-sheet repairs. This type of strategy can enhance operational flexibility by generating higher borrowing headroom and exposure to future refinancing shocks.
[bookmark: _3a34hktf4s9q]4.4 International and Ethical Considerations
Taxation, inflation, exchange-rate exposure and ESG responsibilities should be included in the restructuring decisions made by Whitbread. The currency risk arises from its international business activities, especially in Germany, where earnings and costs in euros can impact sterling-reported earnings. The continuing inflation in hotels, cafes and restaurants could also increase labour and food prices, energy and operating costs, and strain margins and returns on investment (Office for National Statistics, 2026). Currency risk controls, inflation-sensitive budgeting and proper debt structures should therefore be included in the financial restructuring. Ethic involves are also paramount, and cost-cutting or selling assets should not compromise the welfare of employees, customer experience or environmental promises (Dinh et al., 2026). Good ESG reporting can help to mitigate perceived financial risk by enhancing stakeholder transparency and trust (Atif and Ali, 2021). In addition, sustainable financing can be used to promote sustainability goals and corporate resilience when capital allocation decisions are based on environmental and social considerations.
[bookmark: _jwtq23gqhofw]5. Investment Appraisal and Capital Budgeting
[bookmark: _b6o076x3q1ki]5.1 Investment Projects and Assumptions
Whitbread PLC must consider three investment projects that are mutually comparable, with an initial investment of £50 million and a payback period of five years. The total cash inflows of Project A are £54 million, Project B is 55 million, and Project C is 65 million. The appraisal uses straight-line depreciation to zero residual value at an 8 percent discount rate. Investment appraisal is especially crucial in the hospitality industry since capital-intensive projects subject the companies to uncertainty linked to demand, operating expenses and future economic realities (Soni, Singh and Kaushal, 2023). PBP, ARR, NPV, PI and IRR are thus used to assess the projects.
[bookmark: _9liz7hu2ti2y]5.2 Payback Period – PBP
The payback period is a measurement of how fast the initial project investment of £50 million can be recouped using the project cash inflows. The payback period of Project A is 4.50 years, whereas Project B takes about 4.55 years. Project C is much better, as it recovers its capital in 3.60 years. Thus, Project C provides the quickest capital recovery and the lowest risk of investment to Whitbread in the short term. This especially applies since Whitbread's current ratio stands at 0.81x and its net working capital is negative at -245.9 million, and so liquidity preservation is a concern. Payback does not take into consideration cash flows that come after recovery, and it fails to capture the time value of money. As a result, it cannot be applied as the only criterion of selection. Decisions to invest in capital in the hospitality industry must take into consideration both liquidity and the general characteristics of the firm (Soni et al., 2023).
[bookmark: _dapi7pdqsqsi]5.3 Accounting Rate of Return – ARR
ARR is a ratio of average annual accounting profit to the average investment. In the case of straight-line depreciation of the depreciation of 10 million each year, the average annual accounting profit on Project A would be 0.8 million, Project B 1.0 million, and Project C 3.0 million. At an average investment of 25 million, the ARR of Project A is 3.20 percent, Project B is 4.00 percent, and Project C is 12.00 percent. Project C thus has significantly higher accounting profitability than the other options. It has a threefold ARR compared to Project B and nearly fourfold compared to Project A. However, ARR relies on accounting profit, as opposed to discounted cash flow, and thus fails to capture the timing of returns. The combined interpretation of accounting and cash-based measures is more appropriate to assess financial performance because the two interpretations are not independent (Vašaničová et al., 2025).
[bookmark: _dw84gark9hb1]5.4 Net Present Value – NPV
NPV offers the best insight into whether or not every investment is likely to generate or destroy financial value once the time value of money has been realised. Project A and Project B have NPVs of about -6.5 million and -6.1 million at the required discount rate of 8%. The two projects thus eradicate shareholder value since the discounted inflows can not restore the initial investment of £50 million. Project C has a positive NPV value of about 0.9 million and therefore ought to generate more wealth for the shareholders since it yields above the required rate.
The excellence of Project C is influenced by its better late period cash flows, especially the 20 million and 25 million of Years 3 and 4 respectively. Whereas Project C would also need the same initial outlay of £50 million, its inflows in the next five years would amount to over 65 million, which is higher than the £ 54 million and 55 million of Projects A and B, respectively. A capital-intensive hospitality business requires projects that pay back returns to cover risk and financing constraints instead of just producing positive nominal cash flows (Pupiales-Proaño et al., 2026). Hence, the NPV offers good justification to choose Project C.
[bookmark: _kbq0u124yeyc]5.5 Profitability Index – PI
The profitability index is a comparison between the present value of future inflows and the initial investment. Project A has a PI of 0.869x and Project B has 0.878x. Since the two values are less than 1.0, neither project produces enough discounted value to warrant the investment of £50 million. Project C yields a PI of 1.017x, which means that each pound of investment returns about 1.017 pesos of present-value inflows. Project C is thus the only project acceptable financially with regard to the PI criterion. PI is especially applicable in situations in which there is a lack of capital since it shows the efficiency of limited investment funds in creating present value. Financial efficiency of projects is even more of a priority in the economic time of uncertainty (Pimić et al., 2024).
[bookmark: _vg3f75yb2bgj]5.6 Internal Rate of Return – IRR
The IRR is the discount rate at which the NPV of every project would be equal to zero. Project A yields 2.72% IRR and Project B yields 3.26%. Both are significantly lower than the 8% required by Whitbread and must be disqualified under this criterion. Project C will produce an IRR of 8.59 which is higher than the hurdle rate by about 0.59 percentage points. This means that only Project C offers a higher than needed cost of capital. The margin is quite small, with a difference between 8.59% and 8% showing that there is a low ability to tolerate negative changes in cash flows or operating costs. Policy and economic uncertainty can have a material impact on capital investment returns in hospitality as it can change the expected returns and financing terms (Soni, Singh and Kaushal, 2023). IRR thus favours Project C and yet emphasizes the importance of keen risk management.
[bookmark: _gpz6h69pbsds]5.7 Comparative Investment Decision
Project C offers the best overall financial performance across all the five appraisal methods. It has a shorter payback period of 3.60 years compared with Projects A and B, and its 12.00% ARR is much higher than the 3.20% and 4.00% returns of Projects A and B. More to the point, Project C is the only project that has a positive NPV of 0.9 million, a PI of 1.017x of 1.017x, and IRR of 8.59, exceeding the hurdle rate of 8.59. Projects A and B are thus not to be accepted since they both yield negative NPV and inadequate IRRs. This recommendation aligns with the principle according to which investments in the hospitality sector must contribute to the value-generation process without compromising financial strength (Veličković et al., 2023). As a result, Project C can be chosen as the preferred single investment of Whitbread.
[bookmark: _11l2ufe6wmtx]5.8 Financial and Non-Financial Risk Assessment
The decision made regarding investment should also indicate the financial status of Whitbread. In 2025, the company registered a current ratio of 0.81x, debt-to-equity ratio of 1.69x, operating cash-flow ratio of 0.58x and negative working capital of £245.9 million. These signals indicate that one should take more capital commitments discretely. Project C is the best as it has the quickest recovery and best value creation. The non-financial risks encompass customer-demand uncertainty, changes in politics and regulations, availability of labour, and possible inflation of costs. The hotel market in the UK has not been resilient across the board, but selective, which supports the need to have disciplined project selection (PwC, 2025).
[bookmark: _c9o4aepuz0mi]5.9 Capital Rationing – £100 Million
All combinations of two projects under the investment limit of £100 million are technically feasible. However, A+B produces a combined NPV of −£12.6 million, A+C −£5.7 million, and B+C −£5.2 million. Thus, the optimal combination of two projects is B+C when it is necessary to invest exactly £100 million to kill the value, yet it kills it. Assuming the budget is a max and not a spending need, Project C alone would be financially superior, with a positive NPV of £0.9 million and a cost of just £50 million. This maintains the flow of money and optimises value instead of wasting the capital budget on hand.
[bookmark: _w589hig75tr0]6. Critical Reflection on AI Usage
[bookmark: _xwefh4q47k8w]6.1 AI Tool Disclosure
The artificial intelligence was taken as a support tool in the formulation of this report, its main purpose being to help with report structure, interpretation of financial ratios, enhancement of academic language, and structuring the investment appraisal discussion. AI was not regarded as the main source of financial evidence. The annual reports of Whitbread and the Excel calculations made to assess it were used to obtain company-specific figures. AI application was thus confined to providing analytical assistance and not substituting independent financial judgement.
[bookmark: _umc1vh2yq3z8]6.2 Critical Evaluation and Verification of AI Output
It was also necessary to critically review AI-generated outputs to include them since automated responses may include incorrect computations, unfounded assumptions or fake data. The financial figures and interpretations were compared to the published annual reports of Whitbread and the ratios, working capital, and investment appraisal calculated in the Excel workbook (Whitbread PLC, 2025). In the cases where AI provided conclusions, they were compared to the real five-year trends, such as the worsening liquidity and the growth of gearing. The accuracy of the formula was also confirmed by comparing AI answers with spreadsheet calculations of ROE, NPV, IRR, among others. Any discrepancy between the interpretation generated by AI and the underlying data was hand-corrected. This was a significant verification process since sound financial decision-making involves transparent and internally consistent accounting and cash-flow evidence (Seretidou, Billios and Stavropoulos, 2025).
[bookmark: _c1h37bd5dhz9]6.3 AI Contribution versus Student Contribution
The purpose of AI was mostly limited to the arrangement of components, increasing the clarity of the statements and helping to first examine financial results. Tasks that were supposed to be done were to select Whitbread PLC, organize the financial statement data, check the Excel formulas, decipher the five-year trend of the ratios and analyze the three investment projects. This analysis of the calculated evidence by the student and not direct acceptance of AI output informed the ultimate decision that Project C was more financially superior and the reorganization and liquidity suggestions. This difference is significant since the responsibility of managers cannot be delegated to computerized systems when it comes to strategic financial choices.
[bookmark: _5lswaify60ck]6.4 Ethical and Professional Reflection
Ethical and professional concerns related to transparency, privacy, accuracy, and over-reliance are also a major problem in applications of AI in financial analysis. AI systems should not be fed with financial or commercially sensitive data without good governance and data-protection measures. The outputs of AI may also seem authoritative despite any logical or factual errors, and this poses a danger of bad decisions being made by the executive should they be accepted without examination. It is thus the duty of humans to ensure responsible use and this entails disclosure and documented checking. Decision-making needs to be supported by AI and not to be substituted with professional judgement, especially when the investment, funding, and stakeholder interests are involved. The analysis of AI-based green finance also highlights the importance of integrating technological opportunities with sustainable corporate management and CSR-related factors (Dinh et al., 2026). In this regard, the responsibility of giving final financial recommendations should be left to the competent human decision-makers.
[bookmark: _6kklfukvujvr]7. Conclusion
The financial analysis reveals that Whitbread PLC has been able to regain a huge share of the loss position in 2021 and has regained its profitability and increased its operational efficiency.  Nevertheless, the liquidity decline, the negative working capital of 245.9 million, the debt-to-equity ratio of 1.69x, and poorer operating cash-flow coverage of 2025 suggest mounting financial pressure. Thus, Whitbread should have a tighter control of the working capital, leverage reasonably, and have long-term financing aligned with strategic expansion. Project C is the best alternative according to the investment appraisal, with a positive NPV of 0.9 million, PI of 1.017x, and an 8.59% IRR, and Projects A and B destroy value. Altogether, such selective restructuring, capital discipline and human verification of AI-assisted financial analysis must reinforce Whitbread in long-term financial stability and stock price.
[bookmark: _cwtmrzpxzo4i]
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[bookmark: _we98ebrpnggd]Appendix A – Financial Data
	Particulars
	2020
	2021
	2022
	2023
	2024
	2025

	Revenue
	2,071.5
	589.4
	1,703.4
	2,625.2
	2,959.9
	2,921.9

	Other income
	37.1
	168.1
	131.1
	12.7
	13.6
	7.4

	Operating costs
	(1,697.6)
	(1,683.1)
	(1,605.8)
	(2,133.7)
	(2,421.7)
	(2,420.0)

	Operating profit/(loss)
	408.5
	(839.1)
	227.3
	505.0
	564.8
	514.0

	Finance costs
	(144.4)
	(175.0)
	(173.6)
	(166.9)
	(179.3)
	(188.5)

	Finance income
	15.9
	6.7
	4.5
	36.8
	66.2
	42.3

	Profit/(loss) before tax
	280.0
	(1,007.4)
	58.2
	374.9
	451.7
	367.8

	Tax credit/(expense)
	(62.1)
	100.9
	(15.7)
	(96.1)
	(139.6)
	(114.1)

	Profit/(loss) for the year
	217.9
	(906.5)
	42.5
	278.8
	312.1
	253.7

	Basic EPS (pence)
	125.3
	(481.9)
	21.1
	138.4
	161.0
	141.5

	Diluted EPS (pence)
	124.7
	(481.9)
	20.9
	137.5
	159.9
	140.6

	COGS
	(1,697.6)
	(1,683.1)
	(1,605.8)
	(2,133.7)
	(2,421.7)
	(2,420.0)

	Total non-current assets
	6,977.6
	7,429.1
	8,233.5
	8,611.3
	8,629.7
	8,703.4

	Inventories
	13.7
	12.1
	19.4
	21.7
	21.2
	17.1

	Trade and other receivables
	292.8
	74.2
	116.4
	141.8
	119.3
	127.1

	Cash and cash equivalents
	502.6
	1,256.0
	1,132.4
	1,164.8
	696.7
	909.0

	Total current assets
	833.0
	1,350.5
	1,268.2
	1,328.3
	837.2
	1,073.1

	Assets held for sale
	14.9
	19.0
	64.8
	3.2
	54.4
	128.2

	Total assets
	7,825.5
	8,798.6
	9,566.5
	9,942.8
	9,521.3
	9,904.7

	Current borrowings
	84.0
	312.0
	-
	-
	-
	450.0

	Current lease liabilities
	79.9
	112.1
	129.3
	144.1
	155.6
	167.0

	Trade and other payables
	440.0
	316.5
	570.7
	676.7
	670.5
	660.8

	Total current liabilities
	646.9
	775.3
	719.6
	845.6
	870.4
	1,319.0

	Non-current borrowings
	741.5
	990.5
	991.9
	993.4
	994.9
	942.4

	Non-current lease liabilities
	2,540.7
	3,119.5
	3,572.5
	3,814.3
	3,942.8
	4,066.8

	Total non-current liabilities
	3,429.8
	4,189.2
	4,727.9
	4,985.8
	5,131.5
	5,251.2

	Total liabilities
	4,076.7
	4,964.5
	5,447.5
	5,831.4
	6,001.9
	6,570.2

	Total equity
	3,748.8
	3,834.1
	4,119.0
	4,111.4
	3,519.4
	3,334.5

	Net cash flow from operating activities
	234.2
	(391.1)
	508.7
	799.9
	877.9
	761.7

	Cash generated from/(used in) operations
	686.4
	(227.0)
	693.7
	996.3
	1,086.7
	1,004.5

	Dividends paid
	159.9
	-
	-
	119.1
	164.7
	178.1

	Market price per share (pence)
	
	705.7
	1,056.8
	123.2
	248.5
	403.8


(Source: Excel)
[bookmark: _we548vg2gb2m]Appendix B – Complete Ratio Calculations
	Ratio
	Formula
	2021
	2022
	2023
	2024
	2025

	1. Profitability Ratios

	Return on Equity
	Net income / Shareholders' equity × 100
	(23.64%)
	1.03%
	6.78%
	8.87%
	7.61%

	Net Profit Margin
	Net income / Sales × 100
	(153.80%)
	2.50%
	10.62%
	10.54%
	8.68%

	Return on Assets
	Net income / Average total assets × 100
	(10.91%)
	0.46%
	2.86%
	3.21%
	2.61%

	Gross Profit Margin
	(Sales – COGS) / Sales × 100
	(385.56%)
	(194.27%)
	(181.28%)
	(181.82%)
	(182.82%)

	2. Liquidity Ratios

	Current Ratio
	Current assets / Current liabilities
	1.74x
	1.76x
	1.57x
	0.96x
	0.81x

	Acid Test Ratio
	(Current assets – Inventories) / Current liabilities
	1.73x
	1.74x
	1.55x
	0.94x
	0.80x

	3. Efficiency Ratios

	Receivables Turnover Ratio
	Sales / Accounts receivable
	7.94x
	14.63x
	18.51x
	24.81x
	22.99x

	Inventory Turnover Ratio
	Sales / Inventories
	48.71x
	87.80x
	120.98x
	139.62x
	170.87x

	4. Gearing Ratios

	Debt to Equity Ratio
	Total debt / Total equity
	1.18x
	1.14x
	1.20x
	1.45x
	1.69x

	Times Interest Earned Ratio
	EBIT / Interest payable
	(4.79x)
	1.31x
	3.03x
	3.15x
	2.73x

	5. Investment Ratios

	Dividend Payout Ratio
	Dividends paid / Net income × 100
	N/M
	-
	42.72%
	52.77%
	70.20%

	P/E Ratio
	Market price per share / EPS
	(1.46x)
	50.08x
	0.89x
	1.54x
	2.85x

	6. Cash Flow Ratios

	Operating Cash Flow Ratio
	Operating cash flow / Current liabilities
	(0.50x)
	0.71x
	0.95x
	1.01x
	0.58x

	Cash Flow to Debt Ratio
	Operating cash flow / Total debt
	(0.09x)
	0.11x
	0.16x
	0.17x
	0.14x


(Source: Excel)
[bookmark: _6ra9137bgy4l]Appendix B – Graphs
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(Source: Excel)
[bookmark: _picq0t6na0c9]Appendix C – Working Capital Calculations
	Metric
	Formula
	2021
	2022
	2023
	2024
	2025

	Net Working Capital
	Current assets – Current liabilities
	£575.2
	£548.6
	£482.7
	(£33.2)
	(£245.9)

	Receivable Days
	Accounts receivable / Sales × 365
	45.95
	24.94
	19.72
	14.71
	15.88

	Inventory Days (standard)
	Inventories / COGS × 365
	-2.62
	-4.41
	-3.71
	-3.20
	-2.58

	Payable Days (standard)
	Trade payables / COGS × 365
	-68.64
	-129.72
	-115.76
	-101.06
	-99.67

	Cash Operating Cycle (standard)
	Inventory days + Receivable days – Payable days
	111.96
	150.25
	131.76
	112.57
	112.96

	Inventory Days (sales proxy)
	Inventories / Sales × 365
	7.49
	4.16
	3.02
	2.61
	2.14

	Payable Days (sales proxy)
	Trade payables / Sales × 365
	196.00
	122.29
	94.09
	82.68
	82.55

	Cash Operating Cycle (sales proxy)
	Proxy inventory days + Receivable days – Proxy payable days
	-142.56
	-93.19
	-71.35
	-65.36
	-64.53


(Source: Excel)
[bookmark: _iozs5mp09lkm]Appendix D – Investment Appraisal Excel Output
	Metric
	Formula / Basis
	Project A
	Project B
	Project C

	Annual depreciation (£m)
	Initial investment / 5
	10.0
	10.0
	10.0

	Average annual cash inflow (£m)
	AVERAGE(Y1:Y5)
	10.8
	11.0
	13.0

	Average annual accounting profit (£m)
	Average cash inflow – Depreciation
	0.8
	1.0
	3.0

	Average investment (£m)
	(Initial investment + residual value) / 2
	25.0
	25.0
	25.0

	Payback Period (years)
	Full years + unrecovered amount / next cash flow
	4.5
	4.5
	3.6

	ARR
	Average annual accounting profit / Average investment
	3.20%
	4.00%
	12.00%

	NPV @ 8% (£m)
	NPV of Y1:Y5 – Initial investment
	(£6.5)
	(£6.1)
	£0.9

	Profitability Index (PI)
	PV of future inflows / Initial investment
	0.869x
	0.878x
	1.017x

	IRR
	Discount rate at which NPV = 0
	2.72%
	3.26%
	8.59%


(Source: Excel)
[bookmark: _j55cjve7pto0]Appendix E – Capital Rationing
	Combination
	Investment (£m)
	Combined NPV (£m)
	Combined PV Inflows (£m)
	Combined PI
	Feasible?
	NPV Rank
	Comment

	A + B
	£100.0
	(£12.6)
	£87.4
	0.874x
	Yes
	4
	Two-project combination

	A + C
	£100.0
	(£5.7)
	£94.3
	0.943x
	Yes
	3
	Two-project combination

	B + C
	£100.0
	(£5.2)
	£94.8
	0.948x
	Yes
	2
	Best two-project combination if exactly two projects are selected

	C only
	£50.0
	£0.9
	£50.9
	1.017x
	Yes
	1
	Highest NPV if full £100m need not be spent


(Source: Excel)
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