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[bookmark: _Toc182249907][bookmark: _Hlk158898743]Executive Summary

This is City Hotel’s assessment of financial performance over three years from 2021 to 2023 including trends and patterns. This also focuses on Revenue, Profitability, Liquidity and Expenses and Solvency. In order to revitalise City Hotel’s Financial health and restore reputation, a turnaround strategy is needed after analysing Financial Ratios, Reasons contributing to decline in profits. This assessment is also beneficial to the owner so that they can have an overview and implement contingency measures. 
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[bookmark: _Toc182249909]Introduction

There were many pandemics before, but covid 19 was very sudden and deep compared to previous global crisis. The policy response was very swift and sizeable in many countries however the effects seem to have lasted longer in other countries than others. Despite higher than usual growth as the global economy recovers It seems up to 2023, some businesses in hospitality sector like City Hotel with a restaurant and bar were still experiencing decline in revenue, customer satisfaction and lower occupancy rates although they are located in urban areas where there are supposed to attract tourists, being conveniently located and support local economy.  
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[bookmark: _Toc182249914]Trends and Patterns in the hotels financial performance.

Metrics or Ratios Analysis has shown that the latter pinpoint potential issues, identify trends and benchmark against industry standards. The finding also shows critical Insights into various aspects of business including Solvency, Efficiency, Liquidity and Profitability.  

Analysing City Hotel’s Financial Statements Using Current Ratio Formula
Current Assets / Current Liabilities
Current Ratio: 1.638 (1.64)
Expense ratios between 0.5 and 0.75 are considered good for actively managed funds and ratios above 1.5 are considered high. A steady or declining expense ratio shows that the firm is endeavouring to control its expenses. (Dr. P. Megaladevi, 2021)
In general investors and analysts gauge company’s ability to meet short term obligations by using different formulas. (Andrew, 2019)
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City Hotel’s Quick Ratio is 0.62 which is lower than recommended above 1, so this means that the company is struggling to pay short term obligations since the highest current ratio is most desirable.
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Since Return on Assets Ratio is a measure of the operational cash flow against total assets. The ratio displays the performance of a business on how much money company is raising from its assets. Analysing City Hotels’ Return on Assets Ratio Using Formula
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Return on Assets Ratio of 1% is generally considered high while in other industries a Cash Return on Assets Ratio of 10% might be doing very poorly. (Tamplin, 2022) Generally (ROA) lower than 5% is considered harmful so City Hotels’  0.07% is way below average which suggest that the current state seems to leaves a lot to be desired. 
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Although there is no fixed number, normally a range of 15% to 20% is typically considered strong across many industries. It indicates that the company is effectively using its equity to generate profits and likely to outperform other businesses. City Hotel 0.78 is lower than recommended and as discussed earlier this seems to confirm that business is lagging behind its competitors, Conversely, incurring excessive debt to increase their equity multiplier and thus ROE as well as well – can lead to unbalanced risks. (Tamplin, 2022) 
[bookmark: _Toc182249915]Key Reasons behind the decline in profitability 

· Low occupancy rates / Lower Demand is one reason which seems which seem to have been caused by higher or lower margins. Company that routinely sells products below its margins would hardly seem to remain in business for a long time so an effective pricing management is capable of changing the way the company views and operates its entire business since pricing is seen as most powerful or critical lever for raising performance also recognised in four Ps of Marketing which are product, price, place and promotion. (Julie Meehan, 2011)

· Variable costs for example change in costs of raw materials and unexpected spikes in orders can lead can lead to a decline in profitability especially when there is an increase in production levels.

· Fixed Costs for example buildings and equipment can lead to decline in profitability since higher fixed costs relative to total revenue can decrease return of investment and higher revenue needed to break even.

· Low customer retention can also lead to decline in profits since business needs customers to buy in order to generate revenue.


[bookmark: _Toc182249916]Turnaround Strategy to revitalise the hotels financial health.
If City Hotel’s Occupancy Rates seems low due to lower sales or lower demand. The marketing team must come up with a good marketing mix after a good market analysis then make sure that they fully use of 4 Ps model 
	Promotion
· Direct Marketing  -  try to make sure that communication of benefits of products or services with a selected audience using a variety of methods such as Text message, email, phone call, post or online is achieved.

· Sales Promotion  -  Buy one get one free
                                Free gifts
                                Competitions
                                Price Reduction
                        
· Public Relations   -  look after reputation aiming at Influencing    
                                opinions and behaviour
 
· Advertisement      -  persuade customers to try out products



	Product 
· Features    -  Make sure that customers can read properly or understand attributes or functions of a products or services that they are buying or require. 
· Branding    -  develop customer focused brand to gain competitive advantage.
· Quality       -  identify packaging trends, development, package
· Packaging  - identify and analyse food packaging trends, package development, package innovation, insights and solutions for packagers.
· Services    -  add elements in services such as physical evidence, process and people.  



	Place
· Channels – use social Media and email marketing
· Assortment – provide a range of products and services for customers
· Inventory   -  items sold in businesses are readily available or in stock
· Market Coverage - business strategy that involves evaluating a marketplace and determining how to distribute a product or service to a target market.
· Location – easy access to location where a product or service is sold, and the distribution channels used to get it to the customer.
· Transport – Easy to reach by all transport modes and accessible for all customers.



	Price
· Price Strategy – marketing team has a method for determining the price of its products or services for example low or high markup depending on demand.
· Allowances – give incentives to staff or customers promotional discounts or promotional activities such as advertising, promotional allowances and customer allowances.
· Payment Terms – making sure customers understand payment condition of products that they are buying.
· Pricing – make sure that items are priced at affordable rate for customers
· Discounts – make sure that prices of items are reduces at regular intervals depending on sell by date, slow or how fast they sale to increase revenue and reduce waste




as a  good decision making tool to boost sales, cutting down variable and fixed costs.
The ratio of fixed expenses to sales should decline when sales increase, since an increase in sales should not lead to an increase in fixed expenses. Also, a fall in sales cannot result in a saving in fixed expenses, a reduction in sales will be accompanied by an increase in fixed expenses ratio. There is in efficiency if the fixed expenses ratio does not decline when the sales go up and there is efficiency when a decline in sales is not accompanied by a rise in the fixed expenses ratio. In addition to that a steady or declining expense ratio shows that the firm is endeavouring to control its expenses. (Dr. P. Megaladevi, 2021)
Strategy to increase Return on Assets: City Hotel Needs to
· Increase assets since companies with higher cash Return on Assets Ratio means that are making better use of their assets ultimately increasing profit margins by using its assets to increase sales.
Strategy to lower Quick Ratio: City Hotel needs to 
· have balanced assets not too low or too high. This will show that the company has improved efficiency in ordering and inventory control. (O'Hare, 2016)

Strategy to improve Return on Equity: City Hotel needs to 
· Improve its net margin by improving average realized prices or reducing costs since a company’s ability to increase prices is determined by its market power and decline over the lifecycle of the product starting high then decline as inflation adjusted prices go down. (Peter FitzRoy, 2012)

· Improve its asset utilization by reducing fixed or working capital for example  reducing inventories or receivables this will then in turn drive companies interest in better supply chain management with the same level of net income. (Peter FitzRoy, 2012)

· Increase its financial leverage by replacing equity with debt or funding new opportunities with increased level of debt since companies with high business risk normally end up having devasting effects on net income when that volume falls.   (Peter FitzRoy, 2012)

Key Strategies to improve Liquidity

· Implementing Trade off Theory framework which is part of Working Capital Management which suggest that firms must find a balance between costs and benefits associated with different levels of working capital. If implemented correctly this should help maintain high levels of working capital increasing liquidity but comes at the expense of profitability as excess funds may remain idle. Conversely, reducing working capital enhances profitability but may jeopardise liquidity and operational flexibility. (Srivastava, 2022)

· Implementing Pecking Order Theory which emphasises the importance of preserving financial flexibility and minimising the reliance on costly external financing sources which can erode shareholder value. (Srivastava, 2022)

· By reducing the Cash Conversion Cycle through effective management of inventory, receivables, and payables, firm can enhance their working capital efficiency and improve overall financial performance. (Srivastava, 2022)

Key Strategies to improve Profitability
City Hotel needs a strategy that addresses customer acquisition, customer retention and customer satisfaction ultimately better future profitability. One framework for reviewing such profit opportunities is the ACURA Model, which stands for Acquisition, cross-sell, upsell, retention and advocacy. (Adrian Payne, 2013)
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Key Strategies to improve Solvency 
City hotel needs to monitor Solvency Ratios as they are key indicators of company’s financial health and also increase profits, reduce working capital, manage working capital and convert short term debt to long term dept to improve liquidity.
[bookmark: _Toc182249917]Conclusion 

The main objective on this assessment was to evaluate the trends and patterns in City Hotel’s Financial performance over the years from 2021 to 2023. After using many formulas to help calculate ratios. Analysis of key Ratios and Metrics Derived from Financial Statements. Results seems to suggest that there were many factors that seem to have led to this decline in terms of revenue, expenses, profitability, liquidity and solvency therefore a comprehensive turnaround strategy was vital in order to revitalise the hotels financial health and restore its reputation. The findings and recommendations will also help the owner since they were concerns about the future viability of the business. 
[bookmark: _Toc182249918]Recommendations
The findings and recommendations will also help the owner since they were concerns about the future viability of the business. By implementing these strategies and leveraging appropriate tools and technologies, City Hotel can enhance ability to navigate economic uncertainties, mitigate risks and capitalise on growth opportunities. Moreover, effective cash flow management can enhance stakeholders confidence, attract investors, creditors and support City Hotel’s resilience in today’s competitive business environment.
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Analysis using Quick Ratio Formula

* Quick Ratio
Quick Ratio Formula: (Current Assets -Inventory) / Current Liabilities
Quick Ratio: 0.623 (0.62)
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Analysing City Hotels’ Debt-to-Equity Ratio Using Formula

* Debt-to-Equity Ratio Formula: Total Debt / Total Equity
Debt-to-Equity Ratio: 10.097 (10.1)
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e Return on Assets (ROA)
Net Profits / Total Assets
Return on Assets (ROA): 0.070 (0.07)
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Analysing City Hotels’ Return on Equity Ratio using Formula

* Return on Equity (ROE)
Net Profits / Total Equity
Return on Equity (ROE) 0.781 (0.78)
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The main steps they need to follow are:

« Identify key segments and their characteristics by selecting key
segments with the greatest long term profit potential.

o Determine ACURA strategies;

« Identify key metrics for each segment and overall profit potential.

« Determine critical factors for success.
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Income Statement (in GBP)

Item 2021 2022 2023

Revenue 5,248,290 5,307,480 2,325,440
Cost of goods sold (411,600)  (401,510)  (176,250)
Employee costs (1,724,760) (1,770,700) (1,233,160)
External expenses (1,894,720) (1,675410) (1,071,030)
Taxes and duties (excluding income tax) ((144,070)  (133,020) (88,950)
Depreciation & amortisation (409,190)  (634,030)  (661,590)
Charges to provisions 5960 17,950 (55,550)
Other current operating income and expenses (40,520) (25,030) (41,100)
Other operating income and expenses 34,780 (11,000)  (216,650)

Operating Income 664,160 674,730 (1,218,850)
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Balance Sheet (in GBP)

2021 2022 2023
Goodwill 4,644,940 4,611,270 4,558,200
Other intangible assets 1,774,590 1,865,250 1,874,250
Property, plant and equipment 4,053,590 3,803,530 3,574,710
Right of use - 3,100,830 3,621,810
Investments in associates 77,440 83,440 59,850
Non-current financial assets 88,470 80,970 77,190
Other non-current assets - - -
Deferred tax assets 410,110 410,450 602,040
TOTAL NON-CURRENT ASSETS 11,049,140 13,955,740 14,368,100
Inventories 35,230 36,350 29,470
Trade receivables 691,380 792,450 479,180
Current tax assets 158,730 141,310 73,490
Other receivables 215,050 236,540 291,270
Current financial assets 50,980 117,050 116,950
Cash and cash equivalents 740,590 641,620 295,510
TOTAL CURRENT ASSETS 1,891,970 1,965,340 1,285,880

TOTAL ASSETS 12,941,110 15,921,080 15,653,970
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Share capital

Retained earnings and other reserves
Net income for the year

OWNERS EQUITY

Non-controlling interests

TOTAL EQUITY

Long-term borrowings

Long-term lease debt

Retirement benefit provisions

Other non-current provisions

Deferred tax liabilities

Other non-current liabilities

TOTAL NON-CURRENT LIABILITIES

Short-term borrowings

Short-term lease debt

Other current provisions

Trade payables

Current tax liabilities

Other liabilities

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

2,620,370
(801,550)
333,930
2,152,750
103,430
2,256,180

8,113,710

93,690
33,670
451,420
35,090
8,727,580

399,760

49,560
527,180
44,560
936,300
1,957,360
10,684,940
12,941,110

2,620,370
(452,820)
304,650
2,472,200
110,830
2,583,030

7,755,840
2,844,970
114,630
40,650
447,010
27,190
11,230,300

319,910
221,810
12,120
499,330
69,510
985,070
2,107,750
13,338,050
15,921,080

2,620,370
(151,050)
(1,134,950)
1,334,370
76,210
1,410,580

8,290,570
3,353,260
124,160
35,930
345,760
79,110
12,228,780

47,5050
301,220
12,280
401,350
27,170
797,640
2,014,600
14,243,390
15,653,970
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Financial Ratios (End of 2023)

Current Ratio

Current Ratio: Formula:

Current Assets / Current Liabilities
Current Ratio: 1.638 (1.64)

Quick Ratio
Quick Ratio Formula: (Current Assets -Inventory) / Current Liabilities
Quick Ratio: 0.623 (0.62)

Debt-to-Equity Ratio
Debt-to-Equity Ratio Formula: Total Debt / Total Equity
Debt-to-Equity Ratio: 10.097 (10.1)

Return on Assets (ROA)
Net Profits / Total Assets
Return on Assets (ROA): 0.070 (0.07)

Return on Equity (ROE)
Net Profits / Total Equity
Return on Equity (ROE) 0.781 (0.78




