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Executive Summary 
The overall report sheds light upon the key financial performance analysis for the City Hotel for the past three years for the determination of the key sources of declining revenue, customer dissatisfaction, and occupancy rates. It is acknowledged that the company has a lower liquidity position in its business, and the hospitality industry has an increasing business platform in the UK for the future with a predicted margin of £18.68 billion in 2029.
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[bookmark: _Toc182501838]Introduction 
The report refers to determining the financial performance analysis for the City Hotel for the past three years 2021 to 2023 covering the profitability, liquidity, solvency ratio, and horizontal trend analysis focusing on the business revenue, and expenses. It is assumed that the company is located in the UK in the urban landscape as all the presented values are in GBP. Hence, the company's financial evaluation helps to recognise the key reasons behind the changes or declining profitability margin over the year with a brief comparison. Furthermore, the recommendation for various considerations that are effectively required, the impact of the real world, and the current economy affecting the City Hotel.


[bookmark: _Toc182501839]




1. Evaluation of trends, and patterns using a financial performance overview
	[bookmark: _v7imnwv1l8uq]Financial ratio of City Hotel for the past three years (2021-2023)

	Profitability Ratio

	"Operating Profit Margin"

	 
	 
	 
	 
	 

	Ratio
	Formula 
	2021 (In GBP)
	2022 (In GBP)
	2023 (In GBP)

	
	
	 
	 
	 

	"Operating profit"
	"(Operating profit/Sales revenue)"
	 £                                  664,160.00 
	 £                                674,730.00 
	 £     1,218,850.00 

	" Sales revenue"
	
	 £                               5,248,290.00 
	 £                             5,307,480.00 
	 £     2,325,440.00 

	"Net Profit margin"
	0.127
	0.127
	0.524

	"Expense ratio"

	Ratio
	Formula 
	2021 (In GBP)
	2022 (In GBP)
	2023 (In GBP)

	
	
	 
	 
	 

	Total expenses 
	"Total  expenses / total assets" 
	 £                               1,894,720.00 
	 £                             1,675,410.00 
	 £     1,071,030.00 

	Total assets
	
	 £                             12,941,110.00 
	 £                           15,921,080.00 
	 £   15,653,970.00 

	Gross Profit Margin Ratio 
	0.146
	0.105
	0.068

	 
	 

	Liquidity Ratio 

	"Current Ratio" 

	Ratio
	Formula 
	2021 (In GBP)
	2022 (In GBP)
	2023 (In GBP)

	
	
	 
	 
	 

	Current Asset 
	"(Current asset/Current liabilities)"
	 £                               1,891,970.00 
	 £                             1,965,340.00 
	 £     1,285,880.00 

	Current Liabilities 
	
	 £                               1,957,360.00 
	 £                             2,107,750.00 
	 £     2,014,600.00 

	Current Ratio
	0.97
	0.93
	0.64

	"Cash Ratio"  

	Ratio
	Formula 
	2021 (In GBP)
	2022 (In GBP)
	2023 (In GBP)

	
	
	 
	 
	 

	Cash and Cash Equivalents
	"Cash and Cash Equivalents / Current Liabilities"
	 £                                  740,590.00 
	 £                                641,620.00 
	 £        295,510.00 

	Current Liabilities
	
	 £                               1,957,360.00 
	 £                             2,107,750.00 
	 £     2,014,600.00 

	Cash Ratio
	0.38
	0.30
	0.15

	 
	 
	 
	 
	 

	*Solvency Ratio* 

	Debt-to-equity ratio

	Ratio
	Formula 
	2021 (In GBP)
	2022 (In GBP)
	2023 (In GBP)

	
	
	 
	 
	 

	total liabilities
	"total liabilities/shareholders' equity"
	 £                             10,684,940.00 
	 £                           13,338,050.00 
	 £   14,243,390.00 

	shareholders' equity
	
	 £                               2,256,180.00 
	 £                             2,583,030.00 
	 £     1,410,580.00 

	"Debt-to-equity ratio"
	4.74
	5.16
	10.10

	*Debt-to-asset ratio* 

	Ratio
	Formula 
	2021 (In GBP)
	2022 (In GBP)
	2023 (In GBP)

	
	
	 
	 
	 

	total debts
	"total debts/total assets"
	 £                               8,113,710.00 
	 £                             7,755,840.00 
	 £     8,290,570.00 

	total assets
	
	 £                             12,941,110.00 
	 £                           15,921,080.00 
	 £   15,653,970.00 

	"Debt-to-asset ratio"
	0.63
	0.49
	0.53



Table 1: Financial Evaluation
(Source: Self-Created)
Profitability ratio
The evaluation of the profitability margin refers to determining the accountability ratio performances that help in the determination of the financial performances of a company at the end period of accounting. The profitability ratio determination shows the success of a company based on its earnings within a limited time concerning revenue, operation cost, and shareholder’s equity (Rashid, 2021). Furthermore, the evaluation of the “operating profit margin” for the City Hotel incurred 0.127, 0.127, and 0.524 for the respective period 2021 to 2023. Hence, the resulting values indicate the increasing revenue performance of the company over the period. The calculation of the expense ratio represents the resulting percentages at 0.146, 0.105, and 0.069 respectively for 2021 to 2023, showing decreasing assets on its total assets. The higher ratio of profitability for the City Hotel indicates the better company’s performance in managing its assets for handling various expenses that effectively helps to increase sales margin of the company over the period. 
Liquidity ratio
Liquidity ratios have determined liquidity performances of a company by identify its ability to pay its short-term obligations. Moreover, it is a key financial metric that can be used for its liquidity or current assets to cover its current liabilities in business. The liquidity ratio is important for the reduction of the defaulting risk and ensures a safety margin for investing in the best financial health positioning companies (Jihadi et al. 2021). The current ratio evaluation for the City Hotel resulted at 0.97, 0.93, and 0.64 for the respective years 2021 to 2023 showing highly reduction of liquidity position in business.  It indicates the company have a lower ability to meet the obligation requirements. Hence, the decreasing current ration performance indicating a potential cash flow issues can create difficulties to cover immediate expenses. Furthermore, the determination cash ratio incurred at 0.38, 0.30, and 0.15 respectively for 2021, 2022, and 2023. The low ratio means the company is not preferable to pay its short-term bills and not liable to meet its deadlines at a required time (D'AVERNAS et al. 2021). The drastic liquidity declining of cash ratio from 2021 to 2023 results a critical liquidity problem in future. 
Solvency ratio
Another key financial metric is the solvency ratio indicating whether the cash flow of the company is sufficient to fulfill its various “long-term liabilities”. A Solvency ratio refers to the uses of the business leaders' perspectives for the determination of the solvency state of a business (Blessing, and Sakouvogui, 2023). Hence, the debt-to-equity ratio calculator for the period 2021 to 2023 occurred at 4.74, 5.16, and 10.10 respectively, showing fluctuated performances over the years indicates high leverage in business. In 2022, the solvency performances of City Hotel increased and again decreased in 2023 due to the fluctuation of the “shareholders' equity fund”. Moreover, the “Debt-to-asset ratio” evaluation recognises 0.63, 0.49, and 0.53 respectively for 2021, 2022, and 2023. The company can face bankruptcy as too much debt in business also increasing the burden on capital structure, and probability of losing begins to increases rapidly (Amoa-Gyarteng, 2022). Thus, higher solvency has been introducing a higher leverage in business, which means huge risk on shareholders, and company of City Hotel as well. 
Trend Determination for 2023, 2022, and 2021
[image: ]
Figure 1: Trend Analysis
(Source: Self-Created)
The above figure represents the trend changes for the base year 2021 and current year 2022 using sales, operating income, external expenses, total assets, total equity, total liabilities, and shareholder’s equity for the City Hotel. The sales trends for 2022, and 2023 incurred at 1.1% and -56.2% respectively while operating expenses were at 1.6%, and 80.6% for 2022, and 80.6%. The fluctuating percentage trends in the business represent the changing percentages at negative and positive segments. Thus, the overall percentage changes for the business resulted in a comparative determination over the years. However, the company has been facing some decreasing liquidity position compared to its profitability margin. 
[Refer To Appendix]
[bookmark: _q5ft8l3nl89a][bookmark: _Toc182501840]2. Key Discussion
[bookmark: _20s9o09txyyp][bookmark: _Toc182501841]Key identification in declining profitability margin
· City Hotel represents higher operational costs in 2023 compared to 2022 resulting in a huge reduction in business revenue at £ 5,307,480 in 2022, and £ 2,325,440. It means the company has been facing a higher range of customer dissatisfaction over the period. 
· The operating profit of the company recognised at £ 674,730 and -£ 1,218,850 for the respective years 2021, and 2022 showing a larger difference in the profitability margin. However, may be facing a reduction in a streamlined workflow, and low optimisation of energy efficiency.
· The liquidity position of City Hotel is also very low liquidity ratio analysis shows the cash & cash equivalent of the company has been reduced to £ 641,620 in 2022, and reduced to £ 295,510 in 2023, a huge difference reducing the profitability margin of business. 	 
· City Hotel also shows increasing business debt on its balance sheet, which occurred at £ 7,755,840 in 2022 and increased to £ 8,290,570 in 2023.
· The solvency ratio evaluation result the growth in “non-significance relationships”. However, the growth in the turnover or occupancy rates significantly correlated with its business's total debt. These suggested that City Hotels with higher sales revenue growth have a better chance to grow in financing with debt. 
[bookmark: _kp07cp1vszuf][bookmark: _s95ow8hl7n0g][bookmark: _Toc182501842]Real-world events and current economic position
[image: ]
Figure 2: Market Size of hotel industry in the UK
(Source: Statista, 2024) 
The above graph represents the market size landscape of the hotel industry in the UK for the period 2013 to 2024. The market size 2023 of the hotel industry was approximately 24.7 billion British pounds in the UK, an increase compared to the previous year at a total of 16.42 Billion British pounds (Statista, 2024). Whereas, the market size 2024 for the hospitality industry is forecasted to decrease by over 500 million British pounds. Hence, it is expected to represent an annual growth rate of 2.43% resulting in market volume reaching £18.68 billion by 2029. Therefore, the analysis significantly crater the City Hotels to improve its profitability margins, and liquidity ratio also considering the solvency performances of its business as the UK has been presenting a higher hospitality sector presence in the future.
[bookmark: _vef4grezqpmb][bookmark: _Toc182501843]3. Suggestions for turnaround strategy to boost the financial health position, reputation, and most viable outcomes for the owner of City Hotel
It is essential for a company to the establishment of a strong financial foundation in any of the revival strategies. However, the turnaround strategy involves the determination of performances of financial controls, managing liquidity flows, and reduction of cost expenses in a business. The turnaround strategy refers to a set of strategies established for rescuing a down-failing business, and changes in management performance considerations (Tao et al. 2020). It means that the company has been required to increase sales, and expenses reduction, and improve profitability margins. Therefore, the suggested turnaround strategies refer to meeting the successful implementation of chances to meet the SMART goals of the business and understanding various causes for the business downturns. 
Restructuring debt
The key importance of corporate restructuring is based on its ability to provide a quick perspective, and problem existences approaches. Restructuring debt can be through mergers, divestitures, acquisitions, or financial restructuring (Hagan, 2020). Hence, the implication of restructuring debt on City Hotel established competitive advantages, and a “financially stable entity”. This results in an understanding of the requirements of restructuring for taking decisive actions at a single step towards revitalisation in business. The establishment of any big changes in a company requires taking a harder look at its finances to figure out the key causes for fund troubles in business. It means the owner of City Hotel is required to tighten its financial belts by cost-cutting strategies managing money in a better way, and controlling the money spending. 
Stakeholder engagement to gain support
The strategy is to engage with stakeholders to gain support in the section to increase profitability margin and improve liquidity position. The importance of stakeholder engagement for the important opportunities throughout the turnaround process is to resonate the lessons across the successful revenue-increasing goals (Kujala et al. 2022). Hence, keeping stakeholders informed, and involved can help to support the required implementation of the necessary changes. The process will help City Hotel to improve the stakeholder's connectivity including customers, employees, and creditors at crucial engagements to gain support and ensure a collaborative understanding. 

[bookmark: _u9mmcjs26fb0][bookmark: _Toc182501844]Conclusion
The overall report concludes the financial performance determination for City Hotel facing declining revenue, customer satisfaction, and occupancy rates in business as to the analysis of the past three years of financial statements. Hence, the profitability ratio showing the reduction in revenue is due to increasing cost expenses over the years. Furthermore, the cash position of the City Hotel is also in the worst conditional liquidity margin has been decreased for the years. The historical market size of the hospitality industry in the UK introduced the increasing demand for users and reached £18.68 billion in 2029. The turnaround strategies such as stakeholder engagements, and restructuring debt for the City Hotel for the reduction in revenue declining performances, and to meet the customer preferences to achieve the acquired liquidity position to meet sudden cash flow requirements.
[bookmark: _Toc182501845]Recommendations
· City Hotel should require to effectively negotiating with the suppliers for the reduction of cash outflows. 
· The company can consider “sweep accounts” in its business for managing financial accounts that refer to moving business funds into a profitable “interest-bearing account” (Barth et al. 2023).
· The company is importantly required to manage its inventories which will help to prevent theft and losses while “maximizing profitability” margins reflects to improve the customer satisfaction levels. 
· According to Mueller, and Sensini, (2021), the “trade-off theory” (TO), refers to the determination of the capital structure that is influenced by the fiscal variables of the company, agency costs, and bankruptcy costs. Hence, the application of this approach in the business of City Hotel will refer to the optimisation of capital structure that is preferable to the company to use its external financial resources for maintaining leverage achievements until it reaches the optimal level. 
· City Hotel should require maintaining its cash flow to maintain the short or long debt obligation by tracking the regular debt ratio, and to balancing working capital management.
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[bookmark: _Toc182501847]Appendix 
	Three Years Trends of City Hotel
	2021 (In GBP)
	2022 (In GBP)
	2023 (In GBP)
	% changes 2022
	% changes 2023

	sales Trends 
	 £   5,248,290.00 
	 £   5,307,480.00 
	 £   2,325,440.00 
	1.1%
	-56.2%

	Operating Income
	 £      664,160.00 
	 £      674,730.00 
	 £   1,218,850.00 
	1.6%
	80.6%

	External expenses
	 £   1,894,720.00 
	 £   1,675,410.00 
	 £   1,071,030.00 
	-11.6%
	-36.1%

	Total assets
	 £ 12,941,110.00 
	 £ 15,921,080.00 
	 £ 15,653,970.00 
	23.0%
	-1.7%

	Total equity
	 £   2,256,180.00 
	 £   2,583,030.00 
	 £   1,410,580.00 
	14.5%
	-45.4%

	Total liabilities
	 £ 10,684,940.00 
	 £ 13,338,050.00 
	 £ 14,243,390.00 
	24.8%
	6.8%

	shareholders' equity
	 £   2,256,180.00 
	 £   2,583,030.00 
	 £   1,410,580.00 
	14.5%
	-45.4%
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