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[bookmark: _Toc184662088]EXECUTIVE SUMMARY 
The current report critically shed substantial light over the various important aspects that are related to financial management in the current business scenario and at the same time tries to evaluate the overall business of Midland Haven Hotel. It has been analyzed in the current business scenario that the performance of the Midland Haven Hotel has declined critically in the past few years since the profitability, liquidity as well as the efficiency of the business has substantially decreased over this period of time. In addition to this, vertical, horizontal as well as trend analysis that has been conducted in the current scenario show a declining trend for the business at large. 
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[bookmark: _Toc184662089]INTRODUCTION
The hotel industry in the current business scenario can be seen to have grown to a huge extent such that it is currently contributing to the growth of most of the economies in the world (Tan and Despotis, 2021). This has made it quite important to record the financial statements of the hotel businesses and at the same time be able to understand the financial position and financial performance of the various hotels and take steps for increasing the efficiencies and grow as a business. Further, the report is such that it aims to understand the manner in which Midland Haven Hotel has been working in the current context by using the ratio analysis as well as horizontal, vertical and trend analysis. 
[bookmark: _Toc184662090]FINANCIAL PERFORMANCE ANALYSIS 
[bookmark: _Toc184662091]Ratio analysis 
1. Profitability ratios:
Net profit margin: (Net profits / Total revenues from operation) * 100
2021: (300000 / 1200000) * 100 = 25.00 %
2022: (150000 / 1100000) * 100 = 13.64 %
2023: (-150000 / 950000) * 100 = -15.79 %
Analysis: the net profit ratio of the business has declined over the period from 25% in the year 2021 while in the year 2022 it dropped down to 13.64% and further turned into a loss of 15.79% in the year 2023. This shows that the contribution of the sales of the business towards the net profits have declined because the expenses of the business increased substantially and the revenues of the business went down (Nariswari and Nugraha, 2020). This has happened mainly due to the fact that the average room rate of the hotel had declined during this period and the occupancy rates of the business have also fallen, as provided in the case study. This is also because even in the mid-2021, the revenues of the hotel industry were less than 70% of the pre-pandemic levels (Ramuni, 2021).  
2. Liquidity ratios:
Current ratio: (Current assets / Current liability)
2021: (100000 + 50000) / (30000) = 5:1 time
2022: (80000 + 40000) / (40000) = 3:1 time
2023: (20000 + 30000) / (50000) = 1:1 time
Analysis: the current ratio in the year 2021 stood at 5 times and declined to 3 time and 1 time in the year 2022 and 2023 respectively. This show that the ability of the company in order to pay off the current liabilities of the business using the current assets has reduced over the period of time showing that the business has been seeing a decline in the current assets of the business and the current liabilities of the business (Mulyadi, and Sinaga, 2020). Since there were less people visiting the hotels, as it is not able to provide better quality service to its customers, because of which they moved towards other competitors of the hotels. This led to the business in not being able to earn cash and cash equivalents because the worst impact of COVID – 19 had been faced by bars and clubs (Ramuni, 2021).  
3. Solvency ratio:
Debt equity ratio: Debt / Equity
2021: (1530000 / 620000) = 2.46:1 time
2022: (1540000 / 580000) = 2.65:1 time
2023: (1550000 / 300000) = 5.17:1 time 
Analysis: the debt equity ratio of the business show that the solvency of the business has also declined in the current context as the debt equity ratio of the business stood at 2.42 in the year 2021 and to 2.59 times 5 times in the year 2022 and 2023. This show that the reliance of the business over the debt in order to meet its requirements has been increasing while the reliance has been decreasing over the equity (Rahmawati and Hadian, 2022). It is evident that the RevPAR of the hotel industry had been forecasted to be -0.6% to -9.4% in the 2023. Due to this reason, the investors were reluctant to invest in the hotel industry leading to an implied reliance over the debt for meeting the operational requirements of the business during the time.  
4. Efficiency Ratios:
Total asset turnover: Total sales / Total assets
2021: 1200000 / 2150000 = 0.55:1 time
2022: 1100000 / 2120000 = 0.519:1 time
2023: 950000 / 1850000 = 0.514:1 time
Analysis: the total asset turnover ratio of the business stood at 0.55 times in the year 2021 and declined to 0.519 times and 0.514 times in the year 2022 and 2023 respectively. This shows that the efficiency of the business to be able to generate the sales by effectively using the assets of the business has declined considerably over the period of time. (Patin, et al., 2020). Downfall in the sales have been majorly due to decrease in the average revenues per room and the occupancy rates as the customers are moving towards hotels that are providing better quality services. It can thus be said that the assets of the hotel as evidently not being used to the fullest efficiencies. 
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Horizontal analysis:
	Income statement
	Change %

	Particulars
	2021
	2022
	2023
	2022
	2023

	Revenue
	 £12,00,000.00 
	 £11,00,000.00 
	 £  9,50,000.00 
	-8.33%
	-13.64%

	Operating expenses
	[bookmark: _Hlk184051212] £  9,00,000.00 
	 £  9,50,000.00 
	 £11,00,000.00 
	5.56%
	15.79%

	Net income
	 £  3,00,000.00 
	 £  1,50,000.00 
	-£  1,50,000.00 
	-50.00%
	-200.00%



	Balance sheet
	Change %

	Assets/Liability
	2021
	2022
	2023
	2022
	2023

	Cash and cash equivalent
	 £   1,00,000.00 
	 £      80,000.00 
	 £      20,000.00 
	-20.00%
	-75.00%

	Accounts receivables
	 £      50,000.00 
	 £      40,000.00 
	 £      30,000.00 
	-20.00%
	-25.00%

	Property and equipment
	 £ 20,00,000.00 
	 £ 20,00,000.00 
	 £ 18,00,000.00 
	0.00%
	-10.00%

	Total assets
	 £ 21,50,000.00 
	 £ 21,20,000.00 
	 £ 18,50,000.00 
	-1.40%
	-12.74%

	Accounts payables
	 £      30,000.00 
	 £      40,000.00 
	 £      50,000.00 
	33.33%
	25.00%

	Long term debt
	 £ 15,00,000.00 
	 £ 15,00,000.00 
	 £ 15,00,000.00 
	0.00%
	0.00%

	Total liabilities
	 £ 15,30,000.00 
	 £ 15,40,000.00 
	 £ 15,50,000.00 
	0.65%
	0.65%

	Equity
	 £   6,20,000.00 
	 £   5,80,000.00 
	 £   3,00,000.00 
	-6.45%
	-48.28%


Analysis: From the above table it can clearly and efficiently be analysed that over the period of time, the financial position as well as financial performance of the Midland Haven Hotel has changed substantially in many ways. These include in terms of the profitability of the business, its assets as well as the solvency and liquidity of the business. 
The trend of the net profits of the Midland Haven Hotel show that in the context of the net profits of the business has currently declined in the current scenario such that it declined by 50% in 2022 and 200% in the year 2023. Further, the sales of the business also showed an extensive level of decline in the same context. The sales declined by 8% in 2022 and 14% in the year 2023. At the same time, the expenses of the business increased by 6% in 2022 and 16% in 2023 (Rahimah and Visnovska, 2021) This was majorly because the hotel was not able to provide good quality services due to which after COVID, when the overall hotel industry had been seeing a rebound, Midland Haven had in fact been facing low occupancy rates. This in fact led the luxury hotel brand to reduce the prices of the rooms from 260 to 210 at an average.  
The balance sheet of the business clearly show that the total assets of the business have declined by 1% and 13% in the year 2022 and 2023 because of a decline in the short as well as the long terms assets, while the total liabilities of the business have shown an increasing trend in the current situation for 1% in 2022 as well as 2023. At the same time equity of the business has declined over the time by 6% and 48% in the year 2022 and 2023 respectively because the investors were also reluctant to make investments in a loss-making unit. However, there has been no change in the value of the long-term liability implying that the change has only been seen in the accounts payable which have increased by 33% and 25% in the year 2022 and 2023 (Anggraini, 2022). During this time, the businesses also faced a decrease in the footfall which eventually decreased  the inventory requirements of the business.
Vertical analysis:
	Income statement

	Particulars
	2021
	%
	2022
	%
	2023
	%

	Revenue
	1200000
	100%
	1100000
	100%
	950000
	100%

	Operating expenses
	900000
	75.00%
	950000
	86.36%
	1100000
	115.79%

	Net income
	300000
	25.00%
	150000
	13.64%
	-150000
	-15.79%



	Balance sheet

	Assets/Liability
	2021
	%
	2022
	%
	2023
	%

	Cash and cash equivalent
	100000
	4.65%
	80000
	3.77%
	20000
	1.08%

	Accounts receivables
	50000
	2.33%
	40000
	1.89%
	30000
	1.62%

	Property and equipment
	2000000
	93.02%
	2000000
	94.34%
	1800000
	97.30%

	Total assets
	2150000
	100%
	2120000
	100%
	1850000
	100%

	Accounts payables
	30000
	2.0%
	40000
	2.6%
	50000
	3.2%

	Long term debt
	1500000
	98.0%
	1500000
	97.4%
	1500000
	96.8%

	Total liabilities
	1530000
	100%
	1540000
	100%
	1550000
	100%

	Equity
	620000
	100%
	580000
	100%
	300000
	100%


Analysis: the vertical analysis that has been conducted in the current scenario is such that reflect that in the year 2021, 2022 and 2023 the expenses of the business as a percentage of the total sales were 75%, 86% and 115% respectively, showing an upward trend in the same context. While the net income as the percentage of sales showed a downward trend as it declined from 25% profit in 2021 to a loss of 15.79% in the year 2023 respectively (Lumbantobing, et al., 2022). Majorly, the net profits as a percentage of sales declined because there was an increase in the expenses which led to contraction in the margins. While at the same time expenses as a percentage of sales had been high because the business had to spend the same cost on operations such payment of salaries, maintenance and various others.  
Considering the assets and the liabilities in the balance sheet it can be stated that cash and cash equivalents as a percentage of the total assets show a downward trend since the same declined from 4.65% in 2021 to 1.08% in 2023. While at the same time, the accounts receivables also show a decline from 2.33% to 1.62%. At the same time, the value of the property, plant and equipment as a percentage of total assets has increased from 93% to 97%. The decline in the total assets was majorly due to decrease in the number of customers visiting the business leading to a contracting in the cash and cash equivalents. Also, since the sales reduced, the accounts receivables also declined in 2022 and 2023. However, long term assets show a slow paced but major decline because they deplete substantially slowly over the period of time. 
Considering the liabilities of the business, the short-term liabilities of the business as a percentage of total liabilities has also increased since it stood at 2% in 2021 and 3.2% in 2023. While at the same time, the long-term liabilities of the business has shown a decline since it stood at 98% and currently stands at 96%.  
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ARR and occupancy rate analysis:



Analysis: the average room rate of the business shows a downward trend since the same stood at 260 in 2021 and declined to 240 and 210 in the year 2022 and 2023 respectively. Also, the occupancy rate of the business was such that it stood at 65% in the year 2021 and has declined down to reach 60% and 50% in the year 2022 and 2023. Since there is a decline in the occupancy rate, it has been seen that the hotel is ready to offer the rooms at a lower price resulting into a decline in the average room rate. Also, the competition has increased in the industry at large resulting into these trends for the business (Putro, 2022). 
[bookmark: _Toc184662094]KEY REASONS BEHIND THE DECLINE IN PROFITABILITY
· Economic, financial and political instability – The unemployment rates in the economy for UK increased in the year 2023 to 4.06% from 3.73% in 2022 (Ivanov et al., 2020). While at the same time, the economy had also been facing a substantial level of political instability, leading to changes in the policies and programs of different parties (Macrotrends, 2024). All these factors led to a reduction in the sales of the business and increased cost during the same time period (Ezcurra, 2021). 
· Increased operational and procurement cost – after Covid-19, the hotel industry had to go through a number of technical advancements and change the operational such as touch free check-in and out, redesigning of eating spaces and others (Goldman, 2021). This resulted into an increased operational cost of the business in the year 2022 and 2023 by 5.5% and 15.7% (Yenidogan et al., 2021). 
· Higher competition and changing customer preferences –Customers of Midland Haven Hotel are not satisfied with services. This has made the customers shift towards other quality providing hotels leading to a contraction in the occupancy rates from 65% in 2021 to 50% in 2023  (Mehta, et al., 2023). 

[bookmark: _Toc184662095]COMPREHENSIVE TURNAROUND STRATEGY
Midland Haven Hotel has been going through a critical decline stage as it is facing a downturn in the profitability as well as liquidity position at large (Tan, et al., 2021). This apparently requires the business in the current context to be able to use the following strategies – 
· Improve the service quality – The sales of Midland have seen a decline from £12,00,000.00 to £9,50,000.00 which is majorly due to poor service quality. Is  advised to the business that it should try to improve the quality of services in context of food, drinks and also in terms of attending the guests and solving their issues so as to compete with major brands such as Marriot, which has one of the key success factors as the service quality by including personalized service (Anderson, 2024). The company may practically implement this strategy by conducting service audits using methods like survey analysis, feedback method. Use of CRM would also provide personalized services to guest which is essential to track their changing preferences on timely basis.
· Training and development –Training and development help the entire staff to have an updated knowledge regarding various aspects of the business so that one person is able to perform multiple tasks at large. This is also going to be helpful in reducing the operational cost which is growing over the time from £ 9,00,000.00 to £ 11,00,000.00. By doing so, a smaller number of people would be able to do more work, hence reducing the staff requirement (Barreto and Mayya, 2023). Training and development can be effectively organized by using on the job and off the job training methods. Rewarding employees for achieving training completion could be a stimulator to employees. Providing employee work performance feedback personally would enhance the staff development effectively and efficiently.
· Decrease reliance over debt – The debt of the Midland has been £ 15,00,000.00 but the equity of the business has decreased from £ 6,20,000.00 to £ 3,00,000.00. This has substantially increased the reliance of the business over debt, leading to an increase in the interest cost. Thus, the business should try to procure investments in equity and pay off the debt which can eventually help it save a lot of operational cost (Capstone partners, 2023).  The use of debt within the company can be easy mitigated by rearranging the capital structure of the company. The investment made by equity owners must be increased by offering shares to them. Firm may also use old assets which is not in use currently for raising additional set of funds for company.
RECOMMENDATIONS
· It is advised that the Midland Haven Hotel should try to increase the profits by increasing the sales of the business and focus at reducing the cost by conducting extensive research regarding customers’ needs and preferences.
· It is even recommended that the Midland Haven Hotel should try to take into consideration and include the strategies that have been listed above.
· It is recommended that the business shall try to provide a better-quality service to the various customers and should invest into advertising the changes that it is bringing about the business.
· The business should try to gather the data related to their potential customers and use customized marketing in the same consideration. Also, it should take feedback from their various customers (Gündüz, 2023). 


[bookmark: _Toc184662096]CONCLUSION
It is concluded from the above report that irrespective of the industry, financial management is indeed one of the most important concept that can be used by businesses in order to be able to properly and extensively evaluate the financial performance of the business and make necessary changes if required. The current report has been helpful in understanding and evaluating the financial performance of the Midland Haven Hotel by critically analyzing the trend of the business and doing ratio analysis in the same consideration. Further, the reasons that led to such a situation have also been added along with the strategies that shall be used in order to bring back Midland Haven Hotel to its reputation. 
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