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[bookmark: _vkwkvrwv1uon][bookmark: _Toc178950113]Introduction
This report is intended to offer a detailed financial analysis for The City Hotel, where financial management propositions will be enlightened. The primary task of this report will cover financial performance trends and patterns applicable for key items, including revenues and expenses. Additionally, in this task calculation of ratios will be conducted to determine the overall financial prosperity achieved by the concerned organisation. Task 2 of this report will elaborate on key reasons attributed to a decline in profitability, while task 3 will formulate a comprehensive turnaround strategy for The City Hotel to restore financial health and reputation.
[bookmark: _x816z5zg0bek][bookmark: _Toc178950114]1: Financial Performance Trends and Patterns
The assessment and examination of financial performance trends and patterns will be conducted for three assessment years, including 2021, 2022 and 2023, respectively. Under profitability ratios, computation of GPM, OPM, ROCE and OM will be conducted. Similarly, calculations and analysis of CR, QR, WCS and CAR will be carried out in liquidity ratios. Calculations and analysis of GR, DER, PR, and DR will be performed under solvency ratios. 
[bookmark: _ukul2qihnkf6][bookmark: _Toc178950115]1.1: Revenue 
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Figure 6: Trend of Revenues 
From the above figure depicting the trend of revenues, it can be observed that total revenues in 2023 have decreased significantly in comparison to total revenues of 2022 and 2021. As critically illustrated by Husain and Sunardi (2020), the decrease in total revenue is an adverse situation for an organisation due to which business stability and profitability reduces significantly. Corresponding revenue figures from 2021 to 2023 are numerically expressed as GBP 52,48,290, GBP 53,07,480, and GBP 23,25,440, respectively. 
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Figure 7: Trend of Expenses
From the above figure depicting the trend of expenses, it can be observed that a higher contribution is offered by operating expenses when compared to the contribution of cost of sales. As per opinions of Rafid et al. (2024), high total expense contribution is a normal situation since operating expenses remain in bulk volumes, which are borne daily. The corresponding figures of cost of sales are numerically represented as GBP 411,600, GBP 401,510, and GBP 176,250, respectively. Similarly, the corresponding figures of operating expenses are represented as GBP 41,72,530, GBP 42,31,340, and GBP 930,340, respectively. From the above figure, it is also indicated that cost savings are initiated by The City Hotel in 2023 which can be linked with adverse business planning conducted during recent times.
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Figure 8: Profitability Ratios
According to the above figure of profitability ratios, GPM from 2021 to 2023 has been calculated as 92.16%, 92.44% and 92.42%, respectively. Based on the above figures, GPM for 2023 has slightly decreased in comparison to 2022 figures, which is caused due to decrease in sales and gross profit values. GPM is identified as an integral profitability ratio that illustrates the proportional relationship between “gross profit” and “sales”, in which “gross profit” is the difference between “sales” and “cost of sales.” As per critical opinions and illustrations the decrease in GPM is an adversity to a company due to which manufacturing efficiency is hampered.
Similarly, OPM has been calculated as 12.65%, 12.71% and -52.41% from 2021 to 2023, and this ratio illustrates the proportional relationship between “operating profits” and “sales”. Therefore, a decreasing pattern is established in 2023, which is factored due to a decrease in revenues and a significant increase in operational costs and expenses. Mayya (2022) critically stated and illustrated that a reducing and negative OPM is harmful for an organisation, due to which operational stability and efficiency suffer significantly. The decrease in OPM for The City Hotel is also instrumental for the company to suffer from a competent and affluent competitive advantage and business credibility in the hotel and hospitality market. 
In addition to the above two ratios, ROCE from 2021 to 2023 has been calculated as 6.05%, 4.88% and -8.94%, respectively. ROCE is also identified as an integral profitability and return ratio, which elaborates the proportional relationship existing between “operating profit” and “capital employed”, where the latter is the summation of “debt” and “equity.” From the above figure, a negative value and a diminishing trend is administered for 2023, which is caused due to high operating losses incurred by The City Hotel. As per critical expressions of Arsyad et al. (2021), negative ROCE figures are also expected to impact financial continuity of an organisation, due to which stakeholder and investor participation for future business expansion suffers significantly. 
In addition to the three ratios calculated above, OM has been calculated as 79.50%, 79.72% and 144.83%, respectively, from 2021 to 2023. The OM is also an important determinant of profitability position for a company which recognises the proportional relationship between “operating expenses” and “sales revenues.” According to the above figure, an incremental trend is established for 2023 in comparison to previous years which is caused due to high taxes, provisions and depreciation paid by The City Hotel. As critically narrated by Markonah et al. (2020), a high OM is disadvantageous for an organisation, due to which daily activity streams are likely to distort. Overall, a negative and unfavourable profitability position is observed for The City Hotel in recent times. 
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Figure 9: Liquidity Ratios
From the above figure of liquidity ratios, CR has been measured as 0.97, 0.93 and 0.64:1 from 2021 to 2023. The CR is identified as an important liquidity measure which expresses the proportional relationship existing between “current assets” and “current liabilities.” Hence, a decreasing performance trend can be administered in 2023 as compared to performances identified in 2021 and 2022, respectively. The decrease in CR is orchestrated due to a significant decrease experienced for “current assets” by The City Hotel. The decreasing values of CR are identified as critical disadvantages for a company due to which working capital efficiency and reliability is hampered in the market. 
Likewise, QR has been measured as 0.95, 0.92 and 0.62:1 from 2021 to 2023 and a decreasing trend is also administered for 2023. QR is identified as an integral component of the liquidity assessment of a company that establishes the proportion between “quick assets” and “current liabilities”, where the former is the difference between “current assets” and “inventory.” The decreasing trend is also observed on the back of a significant decrease in “current asset” as well as “inventory” values for 2023. As per critical narratives and views of Dirman (2020), a decreasing QR is also identified as a major adversity for a company, due to which absolute liquidity provisions reduce significantly.
In addition to CR and QR, WCS has been measured as -0.01, - 0.03 and - 0.31:1 for The City Hotel during the assessment periods 2021, 2022 and 2023. WCS is additionally identified as an important metric of liquidity, which justifies the quantum of “working capital” corresponding to “sales revenues.” Hence, a negative and decreasing trend of WCS is administered for The City Hotel in 2023, which is caused due to incremental “current liability” values and due to low values of “current assets” and “sales”. As Sari et al. (2022) critically explained and idealised a negative and low value of WCS could be impactful for an organisation, due to which liquidity and profitability traits are expected to be tarnished. 
In addition to the above three ratios calculated, CAR has been measured as 0.38, 0.30 and 0.15:1 from 2021 to 2023. The CAR defines the absolute liquidity position of a company, which is formulated by considering the division of “cash and cash equivalents” and “current liabilities.” Hence, a decreasing trend of performance is also established in 2023, which is contributed due to low “cash and cash equivalent” figures. Jihadi et al. (2021) critically observed that a low CAR is impactful for an organisation due to which cash sufficiency could become restricted. The overall liquidity performance of The City Hotel in recent times is therefore identified as unfavourable and gaining an adverse growth momentum. 
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Figure 10: Solvency Ratios 
According to the above calculations of solvency ratios, GR is numerically represented as 0.79, 0.81 and 0.90 times, respectively, from 2021 to 2023. The GR is an integral component of the solvency ratio examination of a company, which elaborates the proportional relationship existing between “debt” and “capital employed.” Hence, an increasing performance trend can be identified for The City Hotel in 2023 which is facilitated due to growth experienced for “debt” values. According to Mukhtarov et al. (2022), growth in GR is considered as a beneficial prospect for a company due to which more investors can be lured, and investment capital can be obtained to boost future organisational empowerment. 
Additionally, DER has been calculated as 3.87, 4.35 and 8.67 times from 2021 to 2023, and this ratio represents the proportional relationship existing between “debt” and “equity”. Therefore, an increasing trend of performance is identified for DER in 2023, which is caused due to growth in “debt” and decreasing values of “equity”. The growth in DER is considered a beneficial preposition for an organisation to enhance capital structure composition, due to which more long-term funding can be secured easily (Syarifah, 2021). The growth in DER is also favourable for The City Hotel to locate additional business expansion opportunities for boosting its future credibility in the hospitality industry. 
In addition to the above ratios, PR has been evaluated as 0.17, 0.16 and 0.09 times, respectively, from 2021 to 2023. The PR is also an important constituent of the solvency ratio assessment of a company that determines the proportional relationship between “equity” and “total assets.” Based on the above figures, a decreasing trend is established due to a significant increase in values of “total assets” during 2023. As critically illustrated and idealised by Yusnita (2023), a decrease in PR is expected to impact the net worth prospects of an organisation due to which capital market performances could suffer eventually. 
In addition to the three ratios analysed above, DR has been measured as 0.67, 0.71 and 0.78. times respectively from 2021 to 2023. The DR is also vital for the solvency assessment of a company, which establishes the relationship between “debt” and “total assets.” Therefore, an increasing trend of performances can be identified for The City Hotel in 2023, which is caused due to growth in “debt” values. The growth in DR is advantageous for an organisation especially to induce a high financial leverage (Noviyana et al. 2023). Based on the above solvency ratio assessment, a favourable and dominant position has been witnessed for The City Hotel in recent times.
[bookmark: _4siwm0mzoi55][bookmark: _Toc178950120]2: Identification of key reasons behind the decline in profitability 
[bookmark: _iikbg43kzyci][bookmark: _Toc178950121]2.1: Higher Operating Costs 
Higher operating costs are identified as primary reasons associated with a decline in profitability for The City Hotel in 2023. As a result of incremental operating costs, the profit margins have reduced significantly due to which significant losses are incurred from operations. Moreover, high cost of depreciation, provisions and taxes are also borne by The City Hotel, due to which profitability margin has diminished. 
[bookmark: _c7astwx0p9os][bookmark: _Toc178950122]2.2: Decrease in Recent Sales Values
A decrease in recent sales values is identified as the second reason due to which profitability has rapidly declined The City Hotel in 2023. The decline in sales values can be further associated with reduced customer association and orientation for hotel services, which can be further linked with reduced occupancy rights and customer satisfaction faced by the company in recent times.
[bookmark: _24u7yvdfhvxa][bookmark: _Toc178950123]3: Comprehensive turnaround strategy to restore financial health and reputation
[bookmark: _fx4trbgwwe27][bookmark: _Toc178950124]3.1: Initiating Cost Saving Techniques
Initiating cost-saving techniques is the primary turnaround strategy that can be exercised by The City Hotel to revive and restore financial health and reputation. In this strategy, creation of budgets can be implemented, or least feasible services can be temporarily or permanently stopped to magnify profit generation quantum in the long run.
[bookmark: _xdgj5buq9yup][bookmark: _Toc178950125]3.2: Identifying Additional Revenue channels and sources 
Identification of additional revenue channels and sources is the second turnaround strategy where more add-on services can be provided to customers to gain occupancy and customer satisfaction numbers. This can be further tweaked or modified according to a competent pricing strategy due to which affordability is guaranteed to ensure a high customer participation.
[bookmark: _iaq9459bcohr][bookmark: _Toc178950126]Conclusion
This report has established that revenue trends and costing trends in recent times have decreased for The City Hotel in 2023. The ratios conducted in this report elaborate adverse performance traits available for profitability and liquidity parameters in 2023, while a favourable performance trend is generated in 2023. High costs and lack of revenues are identified as the main reasons for declining profitability in recent times, while initiation of cost-saving techniques and exploration of additional revenue sources are covered under the turnaround strategy. 
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