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[bookmark: _Toc191476592]1.0 Introduction 
The initiative of Financial Management formulates wider aspects that include financial and non-financial attributes. In the present position, despite the prime location and rich history of this business (The City Hotel), the performance has been marred by stagnant management practices, inadequate marketing efforts, and a lack of innovation reasons that imposes a significant negative approach over the business performances. Under the present position, with formulating a general understanding of the present profitability, liquidity, efficiency and other aspects of this business, the implementation of a turnaround strategic approach mainly implemented for this business, which will probably be capable of managing the long-term sustainability and success for this business in the upcoming. 
[bookmark: _xobzaexwb2ix][bookmark: _Toc191476593]2.0 Evaluating trends and patterns regarding the financial performance of The City Hotel
[bookmark: _8xmeiwb6iix][bookmark: _Toc191476594]2.1 Identification of revenue position of business
In the income statement of this business mainly the financial details for the period of three financial terms are provided as according to such, the hotel experienced a marginal increase in revenue from 2021 to 2022, with a growth rate of approximately 1.14% [(5307480 - 5248290) / 5248290]. However, the hotel's revenue plummeted by 56.3% from 2022 to 2023, with a significant drop from 5307480 to 2325440 in its revenue position. Shifts in the hotel market, such as increased competition, changes in consumer behaviour, and economic downturns might have contributed to the declining approach of such revenue standards in the present position in this business (Zhang, 2025).
[bookmark: _3z1i0kk3armz][bookmark: _Toc191476595]2.2 Evaluating current structure of expenses related to business performances 
Expenses is one of the primary elements based on which the overall business operating positions are formulated. Considering the present market standard the proportional expenses standard associated with the revenue represents a huge level of expanded initiative that generally imposes a negative impact on the earning standard (Azizurrohman and Yuli, 2024). 
Application of horizontal analysis is initiated with respect to the business revenue position that represents the expenditures that are expanded rapidly in the present period and impose a negative impact on the profit standard. For example, the employee cost expansion in the current period is around 53% while in the earlier it was around 33.4%. The same approach is also noticed for external expenses up to 46.1% tax and duties up to 3.8%, depreciation and amortization up to 28.5% and onwards. The present market influences including the inflation standard in the UK economy mainly imposed this type of impact on this hotel's performance on an uncertain basis. (Horizontal analysis in appendix) 
[bookmark: _lx32xcv3be10][bookmark: _Toc191476596]2.3 Measures business profitability using ratios 
The identified measurement of profit initiative for every business is necessary as it is applied to recognise the earning potential standard of the business with respect to individual accounting elements. As per the provided income statement, the gross profit and operating profit of this business are computed that represent a stable position for the gross profitability in both the financial period of  2021, 2022 and 2023 with 92.4% growth. However, the operating profit margin represents the same proportional growth in 2021 and 2022 with 12.7% development support, which declined in the present period with (52.4%) (Profitability analysis in appendix). 
The general declined standard of revenue with decreased marketing demand and excessive expansions of costing, and employee layoffs mainly impose this declining initiative for the hotel business, which is not practically supportive of the business growth in the upcoming (Gim et al., 2025). It also represents the requirement of optimised development initiation in the upcoming for accountability progress in profit standard. 
[bookmark: _80zfjemye8vg][bookmark: _Toc191476597]2.4 Measures business liquidity using ratios 
The presence of business liquidity is applied for the measurement of cash and cash equivalent balances on a proper basis that is structured for the identification of business growth as well. The presence of current and quick ratios is mainly applied for the evaluation of such analysis with the processing of such values and other growth is also formulated (Agung et al., 2024). The present analysis for the period of 2021 and 2022 represents a stable position, however, a certain declining initiative up to 0.63 times in 2023 from the previous standard of 0.93 times in 2022. The same declining position is also noticed in quick ratio as well up to the level of 0.62 times in 2023 from the previous standard of 0.91 times in  2022 (Liquidity analysis in appendix) 
The excessive expansion of the current liability’s standard in comparison to the value of the current assets mainly imposes this type of declining consequences over this business which is not supportive for the business due to the incompetencies in the Ideal position of liquidity management (Nowicki et al., 2024). The quick ratio also represents declining initiative in the current year with the excessive volume of inventory that ultimately represents the decreasing market demand standard for this business. 
[bookmark: _3w4mptmfieq1][bookmark: _Toc191476598]2.5 Measures business solvency using ratios 
The solvency ratio is defined as the financial metric that measures a company's ability to meet its long-term financial obligations, such as debt repayment and interest payments. The primary application of this type of measurement of this business is measured through the debt to equity, interest coverage, debt to assets and equity ratio support (Angreni et al., 2025). While the general volume of such measurements between the period of 2021 and 2022 represents a positive expanded position, in the current period of 2023 a significant level of declining impacts is mainly noticed (Solvency analysis in appendix). 
For example, debt to equity measurement in the current period represents the level of 8.66 times compared to the previous level of 4.38 times in 2022. Practically it represents a positive expansion however this expansion indicates the excessive volume of dependency on the debt capital compared to the equity capital which is not supporting the business capital structure and is also hampering the leverage positions of the capital as well. Even the interest coverage ratio of the business also indicates negative responses due to the decline in profit standard and net loss scenario instead of profitability (Khusmawati et al., 2024). The equity ratio proportion also indicates are declining standard of 0.09 times in 2023 compared to 0.16 times in 2022 which is not progressive for the market capitalization structure in this business. 
The overall position of this particular financial structure of this business does not represent any comprehensive stability growth due to the reasons of certain financial and non-financial incompetencies that need to be revised properly by the management to formulate future expansions or any other strategic initiatives. 
[bookmark: _48ke0x1h2j4z][bookmark: _Toc191476599]3.0 Identification of current reasons behind declined profitability of this business 
The considerations of the declined profit consequences in individual businesses generally occurred due to the presence of both the macro and microeconomic factors that influence is certain amount of uncertainty over the business operation. Based on the current economic climate in the United Kingdom some of the key reasons behind the decreased position of business profit for “The City Hotel” are provided; 
Brexit Uncertainty: With the initiative of the Brexit referendum a certain volume of uncertainty imposes negative influences over individual businesses that have led to a decline in business confidence, reduced investment, and lower consumer spending. The reasons for the Brexit referendum including incompetent trade policies initiate negative influences on the hotel business (Portal, 2025). Additionally, the declining tourist volume including immigration challenges ultimately imposes a decline in demand for the UK hotel business, which is commonly noticed in the City Hotel as well and due to this the decreasing standard in revenue for this business is initiated. 
Interest expansions: For every listed business the presence of debt or borrowing capital engagement is necessary which provides a positive opportunity for the maintenance and stability guidance for the operational continuation. In the present situation with the new fiscal policy, the BOE expanded the interest rate up to 4.75% which initiated a certain level of negative impacts on the borrowing capability for individual UK businesses including the hotel business as well (Partington, 2025). The same approach is also noticed in the City Hotel as well that can be identified with the excessive expansions of business expenditures level from the income statement. 
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Figure 1: UK Interest rate
(Source: Partington, 2025)
Inflation standard: Inflation is a sustained increase in the general price level of goods and services in an economy over a period of time. In the present situation, the level of inflation in the UK is around 3% while the consumer price inflation level is up to 3.9% (ons.gov.uk, 2025). This expanded CPI indicates a rise in the general price level of goods or services under the current economic level in the UK. This expanded approach generally decreases the demand positions among the tourists for the hotel business and as a result, the tourism business of the UK is negatively impacted which also imposes a certain crisis for this City Hotel as well. 
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Figure 2: UK CPI and Inflation rate
(Source: ons.gov.uk, 2025)
Corporate taxation: Taxation is one of the primary factors for the national economy and in the present situation the corporate taxation charges by the United Kingdom are around 25% over the corporate profitability (BBC, 2025). The volume of such excessive expansions of taxations initiates a certain difficulty for every individual UK business which is also commonly noticed in the hospitality sector as well. Depending on this particular fact the taxation and duties level for this particular business represents an excessive expansion of up to 3.8% over the revenue standard in the current year which earlier was around 2.5% only. This particular fact also represents a primary reason behind the declining profit initiative of this hospitality business. 
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Figure 3: UK corporate tax rate
(Source: BBC, 2025)
Negative environmental impact: Environmental presence is one of the primary factors for the tourism business and generally based on the sustainable environmental standard the overall volume of tourist involvement is expanded. In the present day with the global warming impact, the primary volume of temperature level in the UK is expanded to the standard of 40°C day in July 2022 (Climate Resilience, 2023). Even the present prolonged rainfall position leading the consequences of river flooding position in some common areas. Due to this, the level of tourist’s level compared to earlier significantly declined and as a result, the profit and revenue standard in the hospitality business rapidly declined as well. 
[bookmark: _wyucwugx05q2][bookmark: _Toc191476600]4.0 Formulation of turnaround strategy for the business for the development  
With the present understanding of support of declining revenue and profit standard of this hospitality business, the applied initiative of turnaround strategy can be considered as a common initiative, which will be optimal for operating and financial development initiatives in this business. Generally, the application of three different phases of strategic approach is initiated that represents; 
I. Short-Term Strategies (0-6 months)
For this particular period along with the review of present financial positions, a positive development planning associated with the reduction of cost and expenses are required to be initiated in this hotel business with the renegotiations of contracts with the suppliers for the streamline operations. A proper importance to revenue management with the expansions of Occupancy rate, discounting supports and revenue streaming approach is required to be implemented with a proper volume of improvement in guest satisfaction (Okeke et al., 2024). 
II. Medium-Term Strategies (6-18 months)
Under this phase, invest in renovating and refurbishing the hotel's facilities, including rooms, public areas, and amenities with a proper comprehensive marketing plan to increase brand awareness and develop booking facilities needed to be initiated in this business operation. Additionally, the initiative of partnerships with local businesses, tour operators, and travel agencies also needs to be implemented the increase support in bookings and revenue (Potjanajaruwit et al., 2024).
III. Long-Term Strategies (18-36 months)
For the long-term, the initiative of repositioning the hotel to target a new market segment, such as luxury travellers or business executives needs to be formulated by the management for the operating growth benefits. Investing in new amenities and services, such as a spa, fitness centre, or restaurant, needs to be formulated by the management to increase revenue and attract new customers in the upcoming (Kalgi and Hire, 2024). Additionally, financial restructuring through renegotiating debt positions and injecting new capital initiatives also needs to be initiated in this business operations for the feasibility of growth in the future. 
[bookmark: _nck2rnlheqfm][bookmark: _Toc191476601]5.0 Conclusions 
The identified engagement of both financial factors and economic attributes provides an equal significance for the development and progressive support of business finance and operation factors. In the present situation depending on the macro and microeconomic consequences the hospitality sector in the United Kingdom is negatively influenced due to which a certain volume of decline in financial standard impact is noticed in “The City Hotel”. However, the present initiative of applied turnaround strategy can be considered as a relevant attribute for the progressive growth in the financial chapter and other aspects for individual businesses in the UK to maintain a comprehensive development in the upcoming. 
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Horizontal analysis for The City Hotel
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Profitability analysis for The City Hotel
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Liquidity analysis for The City Hotel
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Solvency analysis for The City Hotel
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