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ABSTACT  

The study examined the analysis of financial performance of hospitality industry in Nigeria. The aim of this 

research is to analyze the financial performance of two big names of Hotel industry of Nigeria (Transnational 

Corporation of Nigeria Plc Capital Hotels Plc). Specifically, the study seeks to analyze both hotels using financial 

ratios. Financial statements of Hotels are mainly used to conduct this research. Overall, the findings show that 

both hotels have performed better in 2013 than previous years. It is also seen that both hotels are not maintaining 

sufficient assets with respect to liabilities (Liquidity ratios). Transcorp’s profit margin ratio is higher than that of 

Capital Hotel.  
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1. INTRODUCTION  

The hotel industry is of critical importance for the global tourism economy as it represents one of the primary 

infrastructural elements for tourism development (The Economist, 2013). For one observer, hotels are described as 

at the heart of the “business of tourism” (Evans, 2009, p. 218). Most existing academic literature on the hotel 

industry relates to the global North with only a small amount of research investigations concerning hotels in the 

developing world. 

 

Hospitality industry is that which  provides lodging, usually meals  and other services that may be containing a  

public bar  to  the  travelers or  to  the  paying  guests  (The  American  Heritage,  2009). According  to  the  British  

law  the Hotel is defined as that commercial  place that provides food  and shelter to the  “bonafied”  traveler. In  

Nigeria the  hotel industry has been in existence for decades ago,  and  has  plays an important role to  contribute  a  

large percentage  in the economy of Nigeria and this industry also has a large contribution in the revenue sector of 

Nigeria. 

The seeming survival of the hotels in Nigeria might be due to so many reasons amongst which are applications of 

the financial performances and management principles. Thus, despite the challenges permeating the fabric of hotel 

businesses in Nigeria, some are still functioning and effectively too. Among the major players are Sheraton Hotels 

and Towers, Lagos Airport Hotel, Lagos and Trascorp Hilton, Abuja 

The industry is a porous one and the business of owning hotels remains an all comers‟ affair. Commendably, more 

wealthy people, local and foreign, including State Governments are still investing huge sums of money building 

great structural edifices in a bid to buy into the market, which potentials, experts said remained largely untapped. 

(Durodola  2009,P.7)           

 

1.2 Financial Statement Analysis:  

Finance is the life blood of an organization that helps the organization in running its operations smoothly (Asdullah 

et al 2015 P 42). One can define the competitiveness and potential of an organization by its financial performance.  
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Every industry prepares some statements to understand their financial status and these statements are known as 

financial statements. These Financial Statements includes;  

 Balance Sheet  

 Income Statement 

 Cash Flow Statement 

 Statement of Shareholder Equity 

These  financial  statements  provide  the  information  about  the  financial  position  and  financial performance  

of  industry  to   many  users,  which  are;  Managers,  Shareholders,  Investors,  Financial  Institutions, Suppliers, 

Customers, Employees, Competitors, General Public  and Government Sectors.  The understanding of these 

financial statements is very important for the managers, so that managers can assess the information from these 

statements that makes control possible.  (Jonathan, 2011).  With  the  help  of  these  information  managers  can  

easily  evaluate  the  worth  of  Hotel  and  its  level  of  sales,  costs  and  profitability  (Rocoo & Andrew 2011).  

 

Due to the some limitation  on  financial statements like lack of precision, incomplete information  & lack  of 

comparability, a  proper analysis  of financial  statement is required to identify the financial strength and  weakness  

of  business.  According  to  Metcalf  and  Titard“ The  analysis  of  financial  statement  is  the  process  of assessing  

relationships between components  of  financial statements to get a  better understanding of the  firm‟s position and 

performance” (Reddina,  2011).  

 

For the study of the financial data the ratio analysis are use used since 18 century. And certainly  the financial ratios 

help  the  analyst  to evaluate  the  financial condition  of  company  (Lawder,  1989). There are widely  techniques  

are  used  for  financial ratio  analysis, but  in  hotel  industry  there are very few  techniques are attempt (Woo & 

Baker, 2005).  

 

Objectives of the Study  

The   primary objective of this study is to evaluate and to compare from the financial statements, the financial 

performance of the  two  major  hotels  within  the  Hotel industry  of  Nigeria,  Transcorp and Capital Hotel  by  

using  ratio  analysis  of  each  hotel‟s  consolidated  Statement of financial position and Income Statements to derive 

the financial position of these hotels.  

Specifically, this study seek  

 to analyze the information from the financial statements;  

 To assess the Liquidity & Profitability Ratio analysis of these hotels, 

 To assess the growth of the hotels.  

2.0 Literature Review 

Ratios are critical indices of assessing an organizational growth. The Comparison that shows the relationship between 

two amounts is basically known as ratio. The major financial information of a business is brought out from the 

Statement of financial position and income statement, so that this statements are the principal sources that are mainly 

used to calculate the financial ratios (Dong Jin Kim, 2006, Andrew and Schmidgall  (1993)  categorized  the  financial  

ratios  into  different  types  for  the  hospitality  industry; Solvency ratios, Liquidity ratios, Profitability ratios and 

Operating ratios. 

 

Also, financial theory for the hospitality industry in (Planinc, and Kukanja 2016) (lodging and restaurant facilities) 

suggests five (basic) ratio groups: liquidity, solvency, activity, profitability, and operating ratios.  

 Liquidity and solvency  ratios enable assessment of  organizations‟ short term and  long term  obligations,  whilst  

activity  and  profitability  ratios  are  focused  on  management performance  (the first  determine its  ability to 

manage an organization‟s assets and the latter  show  its  overall  managerial  effectiveness).  The last group of 

ratios (operating ratios) is very useful in analyzing hotel and restaurant facility operations (Schmidgall and 

Damitio, 2006). In hospitality industry, both (the lodging and the restaurant sector) have their own uniformed 

standards of accounting and financial reporting. In 2012 the 8t h edition of The Uniform System of Accounts for 
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Restaurants (also known as USAR standards) was published (National Restaurant Association, 2012). USAR standards 

are not compulsory for the industry. Hotels and Restaurants, therefore, to report in accordance with accounting 

standards.  

 

 

 

Comparison of financial ratios of different firms from different countries is conducted. (Meric et al., 1997; 2002; 

2004). Scholars and researchers like Smith, 1997; Zaman & Unsal, 2000; Locke & Scrimgeour, 2003, also did the 

same study.  

 

Dond Jin Kim, (2006).  Concluded  that  the  comparison  of  financial  characteristics  of  different industries  from  

different  countries is understandable because the firms of these segments are intrinsically homogeneous. 

The result of investigation by Andrew (1993) through the leverage ratio of restaurants and hotels shows that in 

restaurants segment the value maximizing capital structure would be between 45% and 55% but in hotels this ratio 

would be between 55% and 60%. Hales (20 05) argues that in hotels industry to assess the future it is necessary to 

financial analyze the past performance of hotel. These analysis reports should be daily, weekly, monthly and 

quarterly, but the monthly reports are more important because these are examined by the internal as well as the 

external analysts. 

 

Jangels & Ralston (2006) argue that the managers of internal operations, the shareholders of organization and current 

creditors are those groups who are interested in the financial ratio analysis. Financial ratios permit an analyst the right 

of use not just the absolute value of the relationship and also measure the variance within the relationship (Lawder, 

1989). From the  management  point  of view the justification for the  use of financial ratio analysis  is  that  we  

express  many  figures  in  the  form  of  ratios,  and  that  information  which  is  missed   will  be  revealed after the  

individual members are observed (Thomas & Evanson, 1987 ).  Thereafter, the information can be used by the 

managers for the improvement of their operations. Auditors can also use ratio s for conducting an analytical review of 

their clients (Gardiner, 1995). We get numerous amount of information from the Statement of financial position and 

income statement, it is also possible to develop an infinite  number  of ratios and  items related  to income  statement  

and  to  each  other, also  items of  Statement of financial position to  each others,  and  as  well  as  with  the  items  of 

one  statement  to the  items  of  other  statement. However, the various items present in the financial statements are 

mostly highly correlated with each other so that the financial ratios are highly correlated with one another (Horrigan, 

1996; Zeller & Stanko, 1997).  

Organizational Performance  

Performance is a concept used to assess the level at which an organization has succeeded in its line of business. It 

varies from one organization to the other depending on the nature of activity. Whereas in profit making 

organizations, profit or sales volume may provide on index of performance, non-profit entities may use number of 

membership and service to society, example, scholarships as a measures of performance. (Nwanyanwu,2015) 

Commonly used measures of organizational performance are those related to accounting. They include net profit, 

return on asset, return on equity current ratio, liquid ratio; etc. (Dyckman et al 1998, Hicks and Gullet 1981 and 

Nwanyanwu 2013a). This is because accounting related measures have the advantage of being comparable both to 

industry norms and to historical performance (Fry et al, 1998). 

 

Financial performance analysis  

Financial performance analysis provides an insight on organization‟s efficiency and it makes it feasible to compare 

it to some (industry) specific benchmark measures (Hales, 2005). Martin et al.  (2010)  state that the  usage  of  

financial  ratios  is  the  most  appropriate way to measure financial performance, since they (ratios) provide the 

basic information  about  organization‟s  strengths  and  weaknesses.  Financial performance  measures  can  be  

used  as  basic  tools  of  financial  management,  as  well  as  tools  for  implementing  adequate  motivational  and  

control  policies  (Otley, 2002). The most important sources of information for calculating ratios are the company‟s 
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statement of financial position and the statement of income.  According  to  Turk  (2006)  both  financial  

statements  provide numerous possibilities in calculating ratios, so the main challenge is not to get  distracted with  

the  vast  amount  of  information.  In  addition,  most  financial  ratios  are  correlated  to  each  other  in  several  

ways  (Turk,  2006).  Despite  their  reporting  advantages,  some  authors  (Atkinson  and  Brown,  2001;  Lev  and  

Sunder,  1979;  Ghalayini  and Noble,  1996;  Hansen,  Otley,  and  Van  der  Stede, 2003;  Reynolds  and  Biel,  

2007)  questioned  such  approach.  Venanzi  (2012)  argues  that  such  (financial) measures  are  not  necessarily  

consistent  with  the  company‟s  overall  value  creation,  since “creative accounting” practices enable financial 

reporting manipulations.  

 

3.0 METHODOLOGY  

 This study used the following approaches for the collection and analysis of data;  

 Sample Identification and Data Collection,  

 Categorization and Selection of Financial Ratios  

3.1 Sample Identification:  

Transcorp Hotel and Capital Hotel are the samples which were used in this study for the analysis. The primary 

factor of using these hotels for analysis as sample is that these hotels are the main and well reputed hotels in 

Nigeria. These hotels covered a broad and wide spectrum of the hospitality industry.  

 

 

3.2 Data Collection:  

To  have  a  best  result  the  Quantitative  method  and  Qualitative  method  have  been  used.  As a secondary data 

the financial data of these hotels is used and this financial data later calculated. To know about the performance  of  

these  hotels  a comparative analysis is  done, here the  study also identified  the performance  of  an  individual 

hotel. As a financial data the income statement and statement of financial is used to compute the different ratios.  

 

ANALYSIS OF FINANCIAL PERFORMANCE  

 

TRANSCORP HOTEL  

Transcorp Hilton Hotel is situated in the heart of Nigeria‟s Federal Capital Territory, a 40-minute drive from the 

Nnamdi Azikiwe International Airport, Abuja. It is a 670-room, 5-star hotel that provides luxury accommodation, 

exotic cuisine, fully equipped meeting rooms and leisure facilities to business travellers and tourists from all over 

the world. The hotel off ers the benefi t of the international-standard guest reward programme, Hilton Honors, which 

awards points and miles to members who stay at any of the Hilton Group‟s awards points and miles to members who 

stay at any of the Hilton Group‟s Under Transcorp‟s effective leadership, the Transcorp Hilton Hotel was named the 

best Hilton Hotel in Africa, Middle East and Asia for the year 2010. The hotel was also named the winner of Hilton 

Worldwide Prize for the 2012 GC& E (Group Conference and Events) Sales Team of the year for the Middle East 

and Africa regions and Nigeria‟s leading hotel for the year 2013 by World Travel Awards 

 
 

TRANSNATIONAL CORPORATION OF NIGERIA PLC 
STATEMENT OF FINANCIAL POSITION 

AS AT 31 DECEMBER 2013 
      31 December 2013   31 
December 2012 

N’000     N’000 

Assets 
Non-current assets 
Property, plant and equipment    77 960     48 
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485 
Intangible assets            5 078 782            5 080 258 
Investment property           1 575 000            1 500 
000 
Investment in subsidiaries         29 535 120          21 288 723 

      36 266 862                       27 917 466 
Inventories        –     – 
Trade and other receivables         4 644 178              3 139 
255 
Debt and equity securities          8 150 771             7 472 
139 
Cash and cash equivalents             17 680                  117 
860 

     12 812 629            10 729 
254 

Total assets          49 079 491                  38 646 
720 
Liabilities 
Current liabilities 
Trade and other payables          4 107 816                           
5 539 376 
Current income tax liabilities            216 123      228 
931 
Borrowings               762 665                3 264 170 
Advance deposits           1 875 000                      1 
876 799 

      6 961 604                           10 909 276 
Non-current liabilities 
Borrowings            9 198 952                           10 
003 427 
                                                                       9 198 952                           10 
003 427 
Total Liabilities         16 160 556                      20 912 
703 
Equity 
Ordinary share capital            19 360 499               12 906 999 
Share premium              7 213 368              27 071 664 
Retained earnings                 6 345 068            (22 244 646) 
Equity attributable to owners of the parent       32 918 935               17 734 017 
Total equity            32 918 935            17 734 017 
Net equity and liabilities           49 079 491           38 646 720 
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TRANSNATIONAL CORPORATION OF NIGERIA PLC 
STATEMENT OF COMPREHENSIVE INCOME for the year ended 31 December 2013 

      31 December 2013   31 
December 2012 

N’000     N’000 

 
Revenue             2 142 000    2 325 697 
Cost of sales       –      – 
Gross profit t               2 142 000                                            
2 325 697 
Administrative expenses          (2 274 757)                 (1 081 
343) 
Other operating income            4 032 287                               2 028 
286 
Operating profit t           3 899 530      3 272 
640 
Finance income               603 905        449 951 
Finance cost            (1 316 472)                                             
(847 991) 
Net finance (cost)/income               (712 567)       (398 040) 
Profit before taxation         3 186 963 2        874 600 
Taxation               (365 951)      (335 423) 
Profit for the year              2 821 012                  2 
539 177 
Profit t attributable to: 
Owners of the parent              2 821 012     2 539 177 

            2 821 012     2 539 177 
Total comprehensive income for the year            2 821 012                  2 
539 177 
Attributable to: 
Owners of the parent                2 821 012      2539 177 
Total comprehensive income for the year            2 821 012    2 539 
177 
Basic EPS (kobo)                      8.52                9.08 
Diluted EPS (kobo)            8.52                                          
9.08 
 

 
CAPITAL HOTELS PLC 

STATEMENT OF FINANCIAL POSITION 

AT 31 DECEMBER 2013 

  2013    2012 
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 N'000               N'000 

Assets: 

Non- current assets 

Property, plant and equipment           1,627,437         1,420,729 

Capital work in progress               370,771            464,115 

Intangible assets         7,180      8,078 

Loans and receivables             1,000,000         1,000,000 

         3,005,388         2,892,922 

Current assets: 

Inventories      193,051           218,386 

Trade and other receivables    509,526           911,570 

Loans and receivables     230,917           210,057 

Other current assets     177,081           265,784 

Cash and cash equivalents            2,277,354                   1,937,608 

         3,387,929                   3,543,405 

Total assets              6,393,317                   6,436,327 

Liabilities 

Current liabilities 

Accounts payable and accrual               544,651         546,254 

Due to CHP Hospitality and Tourism Limited          625,254         625,254 

Deferred income       48,622           27,254 

Current taxation payable 

196,699         236,988 

                1,415,226                 1,435,750 

Non-current liabilities 

Post employee benefits            1,531,008                 2,089,033 

Deferred taxation      218,952         195,976 

          1,749,960           2,285,009 

Total liabilities              3,165,186      3,720,759 

Net assets               3,228,131                 2,715,568 

Equity and reserves 

Ordinary share capital     774,390         774,390 

Retained earnings             2,453,741      1,941,178 

Total equity              3,228,131      2,715,568 

 
CAPITAL HOTELS PLC 

Capital Hotels Plc. was incorporated in Nigeria on 16 January1981 as a private limited liability company. It became 

a public liability company Plc. on 31
st
 May 1986. It‟s Hotel, Sheraton Abuja Hotel commenced business in January 

1990. The Hotel which is located at 1 Ladi Kwali Way, Zone 4, Wuse, Abuja is managed and operated by Starwood 

Eame License and Services Company, BVBA under a System License Agreement dated 7June 2011. The Company 

is a member of the Ikeja Hotel Group The principal activity of the Company includes the operation of hotels and 

restaurants, apartment letting recreational facilities, night clubs and a business center. 

 
CAPITAL HOTELS PLC 

STATEMENT OF COMPREHENSIVE INCOME 
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FOR THE YEAR ENDED 31 DECEMBER 2013 

  2013      2012 

N'000     N'000 

Turnover              4,659,930         4,318,842 

Cost of sales             (3,450,277)        (2,931,647) 

Gross operating profit             1,209,653        1,387,195 

Other income                               27,589    3,729 

Sales and marketing expenses               (77,054)           (91,763) 

Administration and general expenses            (874,271)         (873,254) 

Result from operating activities               285,917           425,907 

Finance income         41,278   51,699 

Profit before tax                  327,195           477,606 

Tax expense                 (159,871)         (120,094) 

Profit for the year                  167,324            357,512 

Other comprehensive income: 

Actuarial gain/(loss)                  345,239          (326,302) 

Other comprehensive income/(loss) for the year             345,239                    (326,302) 

Total comprehensive income for the year               512,563                        31,210 

Earnings per share: 

- Basic (Kobo)          10.80     23.08 

- Diluted          10.80                23.08 

 

RATIO ANALYSIS OF FINANCIAL STATEMENT 

Table 5.1. Results of Ratio Analysis of Balance Sheet & Income Statement 

TRANSCORP HOTELS PLC CAPITAL HOTELS PLC 

2013   2012   2013            2012  

 

Liquidity Ratios 

Current Ratio     1.84   0.98    2.4 0  2.50 

Net Working Capital Ratio   0.45   0.02    0.86   0.59 

Profitability Ratios 

Net Profit Margin %              36.9            19     4   8 

Return on Assets %         6             7     5    7 

Activity Ratios 

Inventory Turnover (times)  12.21   12.01     7.62          - 11.70 

Fixed Asset Turnover (times)     1.37        1.27                  0.64          0.67 

Leverage Ratios 

Debt to Equity Ratio      0.48             0.78      2.30              3.00 

Debt Ratio    0.33             0.54               0.50     0.58 
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5.1 Assessment of Financial Ratios:  

As  earlier mentioned  in this study financial ratios are used  to  evaluate  the  strength  and  weakness  of  company  

and  to  evaluate  the  trend  of business the ratios are very helpful. 

Financial Liquidity:  

Current  Ratio  matches  current  assets  with  current  liabilities  of  the  studied  hotels  and  the  values  showed  

whether the  current assets are enough to settle current liabilities. If  the value of  current ratio  is  below 1 then it 

mean s  that  current liabilities exceed  current  assets  and  this  shows  critical  liquidity  problems. The above 

table shows the abilities of the studied Hotels. Transcorp Hotels Plc had value 1.84 in 20 13, but in 2 012 their 

current asset ratio decreases to 0.98. This means that Transcorp Hotels Plc current assets can cover all obligations 

immediately. But  on the other hand Capital Hotel had value 2.40 in 2013 and 3.50 in 2012. This means that the 

Capital Hotels Plc showed critical liquidity problems due to exceed of current liabilities over current assets. 

Net Working Capital characterizes amount of capital in a company‟s turnover. If current assets of a business at 

the   point  in  time  are  more  than  its  current  liabilities  the  working  capital  is  positive,  and  this  tells  that  

the  company  is  not  expected to suffer from liquidity crunch in near future. However, if  current assets  are less 

than  current liabilities the working capital is negative, and this communicates that the business may not be able to 

pay  off its current liabilities when due. The table above shows that both hotels working capital increases in 2013.  

• Profitability Ratio:  

 

Net Profit Margin point outs that after subtracting out all the expenses how well the studied hotels convert their 

sales into profits. The value of net profit margin is very much important for the shareholders because it shows them 

that how good a company is converting its revenue in to pro fits available for shareholders. In 201 2 Transcorp‟s 

net profit margin was N19%, which means the company has N19 of net income for every naira of sales. In 2013 

Transcorp‟s net profit margin was 36.9% means higher than the previous year; this shows that the company has 

N36.9 of net income for every dollar of sales. In 2013apital‟s net profit margin was 4% which means the company 

has N0.04 of net income for every naira of sales. In 2012 Capital‟s net profit margin was 7% which means the 

company has N0.07 of net income for every naira of sales that year.  

 

Return on Assets helps to measures efficiency of both hotels that how these hotels efficiently used their assets to 

generate net income. Return on assets indicates the number of cents earned on each naira of assets.  In 2012 

Trancorp‟s ROA was 7% means low ROA ratio, this ratio indicates that 0 .07 numbers of kobo earned on each 

naira of assets.  In 2013 Transcorp‟s ROA was 6% means low ratio from the previous year also, this ratio indicates 

that 0.06 number of kobo earned on each naira of assets. In 2012 Capital‟s ROA was 7% means low ROA ratio, 

this ratio shows that 0.07 numbers of kobo earned on each naira of assets by the company. In 2013 Capital‟s ratio  

was  5%  means  low ratio  and  this  low  ratio  indicates  that  business  is  less  profitable  and  ratio  indicates that 

0.07umber of kobo earned on each naira of assets. 

 

 Inventory Turnover helps to measure the efficiency of managing and selling of inventories of these hotels. In 

2012 Trancorp‟s inventory turnover ratio was 12.01 times which show high inventory turnover means the company 

is efficiently managing and selling its inventory and it also shows that the company‟s funds are less tied up. But 

company has  to  be  careful  if  they  have  a  high  inventory  turnover  as  they  are  subject  to  stock  outs.  In 

2013  Trancorp‟s  inventory  turnover  ratio  was  12 .21  times  which  was  slightly  higher than  the  previous  

year  but  still shows high inventory ratio and the company is efficiently managing and selling its inventory fewer 

funds are tied  up.  In  2012 Capital„s  inventory  turnover was -11.70 times which  show very  high  inventory  

turnover  means the company is efficiently managing and selling its inventory so that fewer funds are tied up but 

they also facing  the problem of stock outs. In 2012 Capital‟s inventory turnover was 7.62 times which shows 

higher ratio than the previous year so it means they were facing the problem of stock outs and high ratio also 

implies either strong sales or ineffective buying or they represent an investment with a rate of return of zero.  

 

Fixed  Asset  Turnover Ratio  tells  that  how  the  studied  hotels  using  their  fixed  assets  to  generate  

revenues. Fixed assets are important because they usually represent the largest component of total assets.  So, the 
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use of fixed assets in generating of revenues must be effectively and efficiently. There is no standard guideline 

found during research about the best level of asset turnover ratio. In 2012 Transcorp‟s fixed asset turnover was 

1.20 times means low turnover which means the company is over investing in the property, plant and equipment.  

In 2013  fixed  asset  turnover  was 1.25  times  means  higher than  the  previous  year which shows  growing 

trend  in  fixed  asset  turnover and it  may mean  that the  company is under  investing in  property,  plant and 

equipment. In 2 012 Capital‟s  fixed  asset  turnover was 0.67 times  means  lower  turnover  ratio  which  shows 

that  the company  is inefficiently  managing  its  fixed  assets.  Fixed  assets  are  important  because  they  usually  

represent  the  largest component of total assets and it also shows that company has more money tied up in fixed 

assets for each unit of sales. In 2013 Capital‟s fixed asset turnover was 0.64 times means lower than the previous 

year but still high turnover.  As  the turnover is lesser than the  previous year  than it  means that  the company  is  

not  managing their fixed assets efficiently and more money is tied up in fixed assets for each unit of sales than the 

previous year and  the declining trend also shows that the company is under investing in property, plant and 

equipment.  

 

• Leverage Ratio:  

Debt  to  Equity  Ratio  helps  to  indicate  that  how  much  assets  of  these  hotels are  financed  by  debt.  In  

2012  Transcorp‟s  debt to equity  ratio was 0.78 means  approximately high and considered  not doing well,  the 

companies which has  a high amount of debt and is therefore exposed to more  risk in  terms of interest rate 

increasing or credit rating. In 2013 Transcorp‟s debt to equity ratio was 0.48 slightly low from the previous year 

but low and considered good so that the company was exposed to less risk in terms of interest rate increasing or 

credit rating.  

 

Debt Ratio evaluates the studied hotel‟s total debt to its total asset. Debt ratio range is from 0.00 to 1.00. In 2012 

Transcorp‟s debt ratio was 0.54 mean s lower debt ratio means high risk which is unfavorable for the company 

because the  company  is  more  dependent on  leverage  and  the  company  has  stronger equity  position.  In 2013 

debt ratio decreases to 0.33 but still high debt ratio means high risk which is favorable for the company because the 

company is less dependent on lending money from others means leverage and still company has strong equity 

position. In 2012 Capital‟s debt ratio was 0.58 means higher debt ratio means the company is taking high risk, 

higher value indicates  that  higher  portion  of  company‟s  assets  are  claimed  by  its  creditors  which  means  

higher  risk  in  operation since the business would find it difficult to obtain loans for new projects. In 2013 debt 

ratio was 0.50 means lower than the previous year.  higher  debt  ratio  means  the  company  is  taking  high  risk,  

higher  value  indicates  that  higher  portion  of  company‟s  assets  are  claimed  by  its  creditors  which  means  

higher  risk  in   operation since the business would find it difficult to obtain loans for new projects.  

 

Conclusion  

This study was conducted to analyses the financial performance of two big hotels; Transcorp Hotel and Capital Hotel 

by using different financial ratios. The analyses of both hotels was not too difficult  task, because the formats of 

financial  statements  of  both  hotels  was  the same and  in  the same  currencies.  The inspection  of  balance  sheet 

shows that the financial positions of Transcorp Hotel seem better in 2013 than the previous year  2012,  by  12%  

increase  in  the  total  assets  of Transcorp   Hotel  and  0.33% decrease  in Capital‟s  total assets.  But Transcorp 

Hotel‟s current assets increase in 2013 and on the other hand Capital Hotel shows low improvement in its current 

assets.  

Analysis of liquidity based on balance sheet showed that Transcorp hotels had problems in current ratio. While 

Capital Hotel stands a better chance in current assets.  But the analysis results of both ratios of Transcorp Hotel are 

better than the Capital Hotel. However, the other types of financial liquidity were at acceptable levels. Profitability of 

Transcorp hotel was more satisfied than satisfied than Capital Hotel. It was connected with net profit margin and 

return on asset. The net profit margin refers that there is low margin of safety and higher risk; however Transcorp‟s 

profit margin ratio is higher than that of Capital Hotel, so, less risk is associated with Transcorp Hotel. On the other 
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hand the Transcorp Hotel was high with high returns on assets; however Capital Hotel gave the less satisfactory 

results. In leverage ratio Capital Hotel also shows the week results.  
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