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This report intends to discuss the matter of The City Hotel and its facilities’ financial situations degrading continuously. The main aim of this report is to produce a conclusive recommendation for the business owner, to turnaround the statistics and hopefully allow them to focus more on the company’s development itself. In order to have successfully assessed and produced conclusive results of the company, the methodology was split into four main components; ratio analysis, trend analysis, benchmarking, and hospitality industry events. 
This allowed the report to focus on more diverse parts of the company and effectively structure the results into informative statistics and identification of trends that the company needs to prioritise in turning around. In the findings, receivable and payable average days were in upward trends, which created the significant increase in non-current and current liabilities. Alongside the current ratio, signifying the decrease in liquidity, the main challenges were revealed.
Hence, benchmarking was implemented into the report to identify a prominent hotel, Premier Inn, and compare it with this hotel company, to focus on and identify the significant difference in financial situations, revealing almost a £2 billion gap in the revenue itself. With this information, a conclusive recommendation was made to assist The City Hotel in clearing its debts and prioritising its short-term growth and financial repairs over long-term goals.
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This report intends to assess and analyse the financial performance of ‘The City Hotel’, covering its operations in the restaurant, bar, and event facilities. This analysis will be based off the facts from the income statement and balance sheet produced to provide the financial statistics from 2021, 2022 and 2023, covering revenue, expenses, assets and profits. 
To support the findings and analysis, the report will also rely on academically-approved methods such as benchmarking, trend analysis and ratio analysis, assisting in finding the trends that led to the financial challenges. Hence, the end goal of the report will be to provide a reassuring turnaround strategy for the company in terms of recovering from a financial downfall which will be covered in the main part of the report. 
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To effectively assess the financial challenges faced by The City Hotel, the methodology will be split up into three parts; ratio analysis, trend analysis, and benchmarking. This will help to optimise the results from the financial analyses and will assist in simplifying the statistics from the years 2021 to 2023. This will cover the key components of the financial statements including revenue, expenses, profitability, liquidity, and solvency.
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The ratio analysis below used information acquired from the income statement and balance sheet (in GBP) of the City Hotel (refer to Appendices 1 and 2).

	Ratios
	2021
	2022
	2023

	Revenue
	5,248,290
	5,307,480
	2,325,440

	Operating Income
	664,160
	674,730
	1,218,850

	Non-current Assets
	11,049,140
	13,955,740
	14,368,100

	Current Assets
	1,891,970
	1,965,340
	1,285,880

	Total Assets
	12,941,110
	15,921,080
	15,653,970

	Owner’s Equity
	2,152,750
	2,472,200
	1,334,370

	Equity
	2,256,180
	2,583,030
	1,410,580

	Non-Current Liabilities
	8,727,580
	11,230,300
	12,228,780

	Current Liabilities
	1,957,360
	2,107,750
	2,014,600

	Total Liabilities
	10,684,940
	13,338,050
	14,243,390

	Total Equity and Liabilities
	12,941,110
	15,921,080
	15,653,970

	Cost of Goods Sold
	411,600
	401,510
	176,250

	Trade Receivables
	691,380
	792,450
	479,180

	Trade Payables
	527,180
	499,330
	401,350

	
	
	
	

	Capital Employed
	10,983,750
	13,813,330
	13,639,370

	Average Receivable Days
	48.0830327592
	54.4974733772
	75.2118738819

	Average Payable Days
	467.494412051
	453.925057906
	831.164539007

	Current Ratio
	0.95778491009
	0.93243506108
	0.63828055197



Using the above ratio analysis of the income statement and balance sheet, many financial challenges can be identified as a result. Focusing on the revenue, from 2021 to 2023, the company experienced a £2,922,850 decline, meaning there is a significant change in the profitability of the company (Nissim, et al., 2001). Not only is this of concern for the future of the company, but the it is evident the company is falling into debt, with non-current liabilities, meaning the debt the business owes which is not due to pay for at least 12 months, which is increasing by almost £5 million over the period of 2 years.
In addition, the current ratio of The City Hotel, which measures the company’s ability to cover short-term obligations within its assets (Utami, 2017), proves the company’s liquidity decreased significantly from 0.95 in 2021 to 0.63 in 2023. This evident reduction signifies a decline in current assets from £1.8 million to £1.2 million in the range of 2 years from 2021 to 2023, while current liabilities had increased from £1.9 million to £2 million.
In terms of the average receivable days, The City Hotel’s average receivable days increased from 48.08 in 2021 to 75.21 in 2023, indicating a significant delay in payment collections from customers (Beauchamp, 2007). This delay suggests a relaxation in credit terms or changes in customer payment behaviours which can impact the efficiency of the receivables management, creating a necessity for review and enhancement of credit policies for a more robust cash flow and financial health.
The average payable days, measures how long a company takes to pay its suppliers, which can reflect significantly on payables management efficiency and cash flow strategy (Ilter, 2020). The City Hotel’s average payable days rose significantly from 467.49 in 2021 to a staggering 831.16 in 2023, reflecting on the company’s ability to pay its suppliers on time and emphasises on the lack of funds/retained earnings available to pay for any further expenses. This is a result of the significant decrease in revenue and trade payables increasing, leading to a lack in ability to cover debts, which leads to compromising the supplier’s trust.
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A trend analysis using the ratios provided by the ratio analysis is crucial in simplifying and visualising the actual route or pathway that the statistics took, to understand which year had the biggest impact on the specific ratio, and be able to identify what could be done to revert the changes made on that year to halt anymore failure or risks towards the company (Hess, et al., 2001).



The upward trend on average payable days indicates the rising trend started from 2022, indicating The City Hotel has been continuously extending the average number of days they took to pay back their suppliers or cover dividends for their investors. For a large company such as The City Hotel, this could mean suppliers would lose their trust in them, and risk breaking their contract of supply if they were not paid on them or there were any further delays in complete payments. 
In addition, with an evident trend of delayed payments towards suppliers and service-providers, it becomes clear that The City Hotel’s financial health is lacking, meaning relationships with investors and partners will suffer and risk a potential downfall.


 
The upward trend on average receivable days, starting from 2021 and continuously increasing at a significant rate means The City Hotel is allowing or relaxing credit terms which increase the average time a customer takes to pay back the business for the products or services purchased. With this dangerous trend increasing, the hotel company could face a negative reputation on its credit management efficiency and in future transactions, lack the funds to complete trades and purchase necessary services and supplies due to the cash flow being disrupted by customers with delayed payments.


The downward trend on the current ratio, starting from 2022 signifies the decline in The City Hotel’s liquidity going from a steady 0.9 to a concerning 0.6. The current ratio in this case reveals how this company’s liquidity is in decline, leading to accessibility to a steady cash flow and use of company funds to be restricted, due to the current assets of the company being overwhelmed in comparison with the current liabilities (Sen, 1979). This would mean that the debts are leaving less and less money for the company to freely invest with or introduce new ideas with.
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In order to understand the financial situation of The City Hotel better, it is essential to compare to prominent companies in the hospitality industry, and assess their success over this one, analysing key components of their strategies that keeps them on top of the competition (Yasin, 2002). 
In the case of Premier Inn, in terms of its revenue, from 2022 to 2023, the company had seen an increase of around £900 million, making it a significant increase over the period of a singular fiscal year. In addition, net cash of Premier Inn increased by £30 million from 2022 to 2023, in comparison with the City Hotel being at £295,510 in 2023, decreasing around £300,000 from 2022 (Whitbread, 2023). Using a benchmarking method to analyse The City Hotel while comparing it to prominent companies in the hospitality industry is essential, providing information on what its end goals could be and the significance of the financial gap between the two. 
In this context, Premier Inn is a leader of the hospitality industry in the United Kingdom, alongside many other prominent hotel companies, which is always important to consider and assess their strategies as they could be “role models” for other failing companies such as The City Hotel.
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Since 2020, the United Kingdom’s hospitality industry had been significantly impacted by the COVID-19 pandemic which halted operations and disrupted supply chains across all businesses (Davahli, et al., 2020). Due to COVID-19, hotels suffered significantly due to international travel being limited and frightening for travellers around the globe, leading to less and less guests coming to hotels for temporary stay as it was too risky (Davahli, et al., 2020).
 As a result, even prominent hotel groups such as Whitbread experienced significant losses before they adapted, with Premier Inn itself suffering as its statutory revenue decreased by around £400 million from 2020 to 2022. 
Using COVID-19 as an example, The City Hotel could have definitely been impacted with the same issues and suffered significantly as it did not adapt to the changes and continued to remain in a decline from 2021 to 2023, losing over 50% in annual revenue and increasing by over 50% in total liabilities.
In addition, global warming and environmental damage has recently been focused on more significantly, with rises in protests and moves to protect the environment from large corporations mass-producing harmful products and pollutants (Jones, et al., 2016). 
As a result, the move to more sustainable ingredients and products has become more common and influential towards successful business, with Travelodge, Premier Inn, and many more prominent hotel companies adapting to these changes and changing products and services to fit these new demands. By doing so, hotel companies could avoid any backlash from media or guests themselves, and secure a positive reputation and relationship with investors (Jones, et al., 2016). 
In the case of The City Hotel, from 2021 to 2023, the hotspot period of time that the sustainability and environmentally-friendly changes have been implanted throughout the industry, there is a possibility the company did not adapt to these changes, hence the downfall of revenue, meaning guests did not choose to visit it over others as it did not meet the new expectations and demands.
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Using the avalanche debt method, The City Hotel would be able to make a start on development and growth financial-wise. This method works by prioritising paying off any debts which have high interest rates, meaning the more they are delayed, the more that will have to be paid off. Overall, this would prioritise total interest savings and safely secure any long-term profits without the need to worry about a large percentage going to suppliers or investments (Samonas, 2015).
By doing this, this company can significantly reduce its non-current liabilities, being able to focus on current issues and financial transactions, such as paying back the suppliers. However, this will also allow The City Hotel to focus more on the average receivable days ratio and prioritise the credit management efficiency to track down any delayed payments and ensure any guests or customers have paid off their debts to the company, to allow the company to use the pending funds to pay off other liabilities such as current ones (Samonas, 2015).
With this method, the hotel company will be able to see changes in revenue, profits, and a decrease in total liabilities which have been the main causes of the financial downfall.
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In conclusion, The City Hotel has been suffering significant financial damages from contemporary events, leading to its revenue, alongside other statistics to drop by around 50%. In a more focused analysis, three different ratios revealed a similar downward trend, with the period of 2022 to 2023 being the most impactful on the company, with liabilities racking up and days taken by customers to pay for services or products continuously increasing significantly. 
Overall, the most significant risks, being the debt racked up by the company produced a recommendation to implement the avalanche debt method (McAllister, 2018), reducing the impacts of long-term debt to be able to prioritise short-term liabilities and financial issues.
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Appendix 1: The City Hotel: Income Statement (in GBP)
[image: A screenshot of a computer

Description automatically generated]


Appendix 2: The City Hotel: Balance Sheet (in GBP)
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Average Receivable Days

Average Payable Days	2021	2022	2023	48.083032759200002	54.497473377200002	75.211873881900004	2021	2022	2023	2021	2022	2023	



Current Ratio

Current Ratio	2021	2022	2023	0.95778491009	0.93243506107999996	0.63828055197	



Average Payable Days

Average Payable Days	2021	2022	2023	467.49441205099998	453.92505790600001	831.16453900700003	
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