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Executive Summary
The study is pertinent in analysing the current financial position of The City Hotel. The study reveals that total operating revenue of The City Hotel was at its peak to GBP 5, 248,290 in 2021. In addition, the total sales revenue, the overall sales revenue of The City Hotel has risen within the financial year from GBP 5,248,290 to GBP 5,307,480. On the matter of the profitability decree, three main causes have been pointed out by the management. One of the main effects is sales revenue reduction. The company has failed to denounce the number of customers that it can sale its products and services, hence experiencing a higher form of the crisis.
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[bookmark: _Toc182001904]Introduction
[bookmark: _Hlk182427068]Financial health analysis is one of the most important factors for businesses. With the assistance of proper financial health analysis, the company can avoid the potential chance of facing insolvency and improve its direct financial performance over the years. The current study focuses on analysing The City Hotel's financial health at the present time. In addition to that, the study tries to elaborate on the reason for the decrease in financial profitability that the company has identified in recent years. On that basis, there is a high chance that the business can be able to collect a large amount of money and avoid unnecessary business-related risks in the future. Finally, the study intends to create a turnaround strategy that may help the business in improving its current financial performance and developing its performance over the years. 
[bookmark: _Toc182001905]Evaluating trends and patterns of hotels’ financial performance in the last three years
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Figure 1: Income Statement of The City Hotel
(Source: Cate Study)
In respect to the above financial income statement, it has been identified that the revenue of The City Hotel was high at GBP 5,248,290 in 2021. The high amount of revenue indicates that the company was capable of maintaining high productivity and increasing its sales volume. In respect to a higher sales volume, the management could easily be able to collect a high revenue amount of GBP 5,248,290. In this respect, the organisation has managed to collect a high operating income of GBP 664,160. Compared to the sales revenue, the cost of sales was low and the company has considered a sufficient cost management strategy to reduce additional cost of the business (Alaminos et al. 2020). In this respect, the company's profit amount was high in the year 2021. The current income statement also helped to show that in the year 2022, the sales revenue of The City Hotel has expanded from GBP 5,248,290 to GBP 5,307,480. 
The growth of sales revenue confirmed that the business has managed to expand its profitability. This is highly beneficial for the business as it indicates that the company has maintained constant growth in the past two years. As a result, the business can be able to stabilise its performance, and it has collected a high operating income of GBP 674,730 in 2022. The organisation has managed to reduce its cost of goods sold in 2022 from GBP 411,600 to GBP 401,510. The decline in the cost of goods sold indicates that the organisation can be able to enhance the overall gross profit as well. On that basis, for 2021 and 2022, the financial trends such as profitability and revenue were high. Similarly, expenses such as cost of goods sold, external expenses and tax charges are reduced at a massive rate (Seal, 2019). Based on the decline in expenses, the financial stability of the company was enhanced at a massive rate, which is highly beneficial. 
Nonetheless, in the year 2023, an adverse situation was seen in which the revenue amount decreased from GBP 5,307,480 to GBP 2,325,440, The productivity has completely corrupted the company which is the reason for the massive decrement in the sales revenue. The decrement of sales revenue has led to the decrement of operating profit in a negative range. It is seen from the financial statement that even though the sales revenue has decreased, expenses such as employee costs and external costs were extremely high (Din et al. 2022). Due to that, the company has faced an operating loss of GBP -1,218,850 in 2023. The decrement of operating income in a negative range is not acceptable for the business as it may directly lead to a higher crisis such as facing insolvency in the future. Moreover, the company cannot be able to pay a significant amount of dividends to shareholders and return on investment to the investors, which may corrupt the whole managerial performance in the future. 
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Figure 2: Balance Sheet Statement of The City Hotel
(Source: Cate Study)
In respect to the balance sheet statement, it has been identified that current assets were high at GBP 1,891,970 in 2021. In addition to that, the current assets have expanded to GBP 1,965,340 in 2022. Nonetheless, in 2023, the current assets amount decreased to GBP 1,285,880. On the other side, the current liability amount was higher than assets in all three years, but in 2023, the current liabilities amount was GBP 2,014,600 which is extremely high compared to the current assets amount. Therefore, the current ratio has decreased to 1,285,880 / 2,014,600 = 0.64. As opined by Shabbir and Wisdom (2020), this amount is not acceptable for the business as it clearly indicates that the financial stability of the company has been corrupted and the management is not capable of enhancing its performance over the years. Finally, in the case of solvency, it is identified that long-term borrowing has decreased to GBP 7,755,840 in 2022 which is beneficial, and it has again expanded to GBP 8,290,570 in 2023. The massive growth of long-term borrowing shows that the solvency position is not in a favourable condition as debt / assets have expanded at a massive rate. This may lead to a higher crisis in the future. 
[bookmark: _Toc182001906]Identifying key reasons for the decrement of profitability
[bookmark: _Hlk182427097]In respect to the profitability decrement, three main reasons have been identified by the management. The first and the main reason is the reduction in sales revenue. According to Maisharoh and Riyanto (2020), the company has not been able to sell its products and services to a higher number of customers, which has led to a higher crisis. This can be seen due to quality decrement of internal operation and services. As the management is not capable of achieving the quality expectations of the customers, the management is not able to attract a high number of customers in 2023. As a result of this event, the sales revenue has decreased, which has led to a massive financial crisis for the business in the current times. In case the management is not capable of capturing the quality requirement of the customers, then there is a high chance that the business will not be able to achieve the expected outcome in the future to expand customers and retain customers in future (Aslam et al. 2021). 
The second reason can be identified in real-world events of global inflation due to the Russia and Ukraine wars. After the war started in 2022, the oil price rose which increased transportation costs for many industries. This has also expanded the price of numerous products and services in the market. In this current situation, the hotel has faced a high amount of operating costs and was forced to expand the price of its products and services. In this respect, there is a high chance that the business has failed to attract a high number of customers due to the expansion of product or service prices in 2023, which has corrupted financial efficiency and reduced the revenue for the company (Lahouel et al. 2021). This situation is not acceptable for the business as it may lead to a higher crisis and create a huge business risk in the upcoming times. Similar to that, with respect to this customer loyalty cannot be maintained in an efficient way due to this issue.
The third and final reason is the organisation has faced a competitive risk due to the failure of maintaining innovation over the years. It has been clearly identified that the company needs to survive the competitive market based on maintaining innovation over the years (Drury, 2021). If the management is not capable of maintaining innovation and capturing the next generation of technologies such as Artificial Intelligence, Argumented Reality, Virtual Reality, Machine Learning and so on, the organisation will not be able to gain a competitive advantage over rival companies. Based on that, the management of The City Hotel will not be able to collect a high amount of income. As a result, the financial efficiency of the business can be corrupted, and the management may not be able to collect a high amount of income in the future times. 
[bookmark: _Toc182001907]Developing a turnaround strategy to revitalise the hotels
After evaluating the current condition of the company, it is identified that a suitable turnaround strategy needs to be taken into consideration. The following factors are included in the turnaround strategy.
i) Quality assurance: The management is forced to consider a proper quality assurance strategy for the customers. In this strategy, the management needs to analyse the quality growth in the past few years and determine whether the quality of the product and services has expanded in the current times or not (Hasanudin et al. 2020). In any case it is identified that the management could not be able to expand the quality of the products and services, the business will not be able to enhance its productivity in the future and could not expand potential sales revenue. Therefore, a quality management process is essential for business. It is recommended that The City Hotel consider the TQM model to improve its internal business quality. 
ii) Cost management strategy: From the financial statements, it has been clearly identified that The City Hotel has not been able to consider any cost management strategy in the past three years. Due to that, the expenses have expanded at a massive rate. In addition to that, it has been identified that even after the reduction in revenue, the management was not capable of mitigating its costs in the current times (Agliardi et al. 2023). This situation is not suitable as the high cost can directly lead to a massive financial risk over the years. In order to stabilise the performance of the company, it is essential that the management focuses on considering a relevant cost management strategy. Based on the cost management strategy, the overall cost of the company can be reduced and the potential chance of loss can be mitigated. 
iii) Integration of advanced technologies: The integration of advanced technologies such as AI can help to consider predictive analysis that may help to determine the most suitable way to improve the overall managerial and financial performance of the companies (Walker, 2021). It has been clearly identified that AI is capable of gathering data on past performance and determining future performance in the forthcoming years. Hence, the potential risk of the company can be identified and mitigated.
iv) Customer demand analysis: The management of The City Hotel needs to focus on analysing customer demands. Based on the customer demands, there is a high chance that the management will be able to enhance the growth of the business and conduct its managerial activities in an efficient way. 
v) Suitable promotion and marketing: Finally, suitable promotion and marketing strategy needs to be taken into consideration by the business (Chen et al. 2023). With the assistance of suitable marketing and promotion, there is a high chance that the business will expand its reach to a higher number of customers. Therefore, social media marketing and omnichannel marketing can be considered to expand the reach of The City Hotel.
[bookmark: _Toc182001908]Conclusion 
[bookmark: _Hlk182427085]The study concludes that concerning the analysis it has been realised that the revenue of The City Hotel was in high of GBP 5,248,290 in 2021. Further, the total sales revenue of The City Hotel has increased from GBP 5,248,290 to GBP 5,307,480. However, in the year 2023, a worse situation was contemplated where revenue amount was mitigated from GBP 5,307,480 to GBP 2,325,440, The productivity was minimised by the company, which led to a dreadful cut down on the sales revenue. Also, liability was showing more than the amount of assets every year, but current liabilities were at their highest in 2023 GBP 2,014,600 compared to the current assets. Such a situation is not acceptable for the business as it provides negative information about the company's finances and its management's efficiency to improve.
[bookmark: _Toc182001909]Recommendation
It is recommended that the management of The City Hotel should implement the cost management strategy as soon as possible. In respect to that, there is a high chance that the management can face competitive risk in the market. Therefore, it is also recommended to consider the next generation of technologies to gain competitive advantage in the business. 
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Balance Sheet (in GBP)

2021 2022 2023
Goodwill 4644940 4611270 4558200
Other intangible assets 1774590 1865250 1,874,250
Property, plant and equipment 4053590 3803530 3574710
Right of use - 3100830 3621810
Investments in associates 77440 83440 59,850
Non-current financial assets 88470 80970 77,190]
Other non-current assets E E |
Deferred tax assets 410,110 410450 602,040
TOTAL NON-CURRENT ASSETS 11,049,140 13955740 14,368,100|
Inventories 35230 36350 29470
Trade receivables 691380 792450 479,180
Current tax assets 158730 141,310 73.490)
Other receivables 215050 236540 291270
Current financial assets 50980 117,050 116,950
Cash and cash equivalents 740590 641620 295510
TOTAL CURRENT ASSETS 1,891,970 1965340 1,285,880,
TOTAL ASSETS 12,941,110 15,921,080 15,653,970
Share capital 2620370 2620370 2,620370)
Retained eamings and other reserves. (801550)  (452820)  (151050)
Netincome for the year 333930 304650 (1,134950)
OWNERS EQUITY 2152750 2472200 1,334,370
Non-controlling interests 103430 110830 76.210)
TOTAL EQUITY 2,256,180  2583,030 1,410,580
Long-term borrowings. 8113710 7755840  8,290570)
Long-term lease debt - 2844970 37353260
Retirement benefit provisions 93690 114,630 124,160
Other non-current provisions 33670 40650 35,930
Deferred tax liabilties. 451420 447010 345760)
Other non-current liabilties 35090 27,190 79,110)
TOTAL NON-CURRENT LIABILITIES 8,727,580 11,230,300 12,228,780
Short-term borrowings. 399760 319910 47,5050
Short-term lease debt - 21810 301220
Other current provisions 49560 12,120 12,280
Trade payables 527,180 499330 401350
Current tax liabiies 44560 69510 27,170
Other liabilities 936300 985070 797640
TOTAL CURRENT LIABILITIES 1,957,360 207,750 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)
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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) (1,675,410) (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)





