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[bookmark: _Toc182479300]Introduction
The study has the aim of making an evaluation of the performance of The City Hotel. It will make the identification of the trends and portents of the firm financial performance of the past three years which are 2021, 2022 and 2023. The study will also make the recognition of the key reasons behind the decrease in profitability through making the consideration of the events of the real world along with the present economy. The study will also create the comprehensive strategies of turnaround for revitalising the financial health along with restoring its reputations. Accounting is required to give stress on the relevant information provision which is valuable to the recipient (Drury, 2021). In daily life, individuals receive huge data of information for accessing their requirements but the individual's brains act as filters so that they become able to act on the small function information quantity which they receive.      


[bookmark: _Toc182479301]Analysis of trends and patterns in the hotel's financial performance over the past three years. 
	Ratios
	Formula
	2021 (£)
	2022 (£)
	2023 (£)

	Profitability ratios
	 
	 
	 
	 

	Gross profit
	(Gross profit/Net sales) *100
	4,836,690
	4,905,970
	2149190

	Net sales
	
	5,248,290
	5,307,480
	2325440

	Gross profit margin
	
	92%
	92%
	92%

	Operating income
	(Operating income/Net sales) * 100
	664,160
	674,730
	1218850

	Net Sales
	
	5,248,290
	5,307,480
	2325440

	 Operating profit margin
	
	13%
	13%
	52%

	Liquidity ratios
	 
	 
	 
	 

	Current assets
	Current assets/Current liabilities
	1,891,970
	1,965,340
	1285880

	Current liabilities
	
	1,957,360
	2107750
	2014600

	 Current ratio
	
	0.97
	0.93
	0.64

	Current Assets
	(Current assets - Inventories) / Current liabilities
	1,891,970
	1,965,340
	1,285,880

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

	Inventories
	
	35,230
	36,350
	29470

	Quick ratio
	
	0.95
	0.92
	0.62

	Solvency ratios
	 
	 
	 
	 

	Debt-to-Equity (D/E) ratio
	Total Debt/ Total equity
	 
	 
	 

	Total Debt
	
	0
	2844970
	3353260

	Total equity
	
	2256170
	2583030
	1410580

	D/E ratio
	Total shareholder’s equity/ Total assets
	0.00
	1.10
	2.38

	Equity ratio
	
	 
	 
	 

	Total shareholder’s equity
	
	2256170
	2583030
	1410580

	Total asset
	
	12941110
	15921080
	15653970

	Equity ratio
	 
	0.17
	0.16
	0.09


Table 1: Calculation of Ratio analysis for the firm The City Hotel 
(Source: Created by the Learner)
Profitability Ratio (PR)
The profitability ratio is defined as the financial metrics which assess the ability of the organisation towards generating profit which is relative to its assets, other financial metrics, revenue along with equity (Haralayya, 2021). The ratio helps the organisation in getting knowledge regarding its efficiency in managing its resources for generating earnings. The calculation of Profitability Ratio has been performed which includes Gross Profit Margin and Operating Profit Margin regarding the organisation of The City Hotel. Therefore, through the calculation, it has been seen that in the years 2021, 2022 and 2023 the GPM of the firm was the same which is 92% whereas OPM was 13%, 13% and 52%. Therefore, it can be said that the GPM of the firm remains the same but the OPM of the firm increases in 2023 compared to 2021. Cost is crucial component of an organisational profitability (Alsharari et al., 2020). An organisation with poor profitability face cogsmanagement. Therefore, a decrease in the profitability ratio provides an indication that the organisation of The City Hotel is facing huge challenges in developing sufficient profits through its operations. Consequently, it can be due to the high costs, enhancement in the competition along with the decrease in the sales. The decline in the firm profitability might limit the ability of the firm to make reinvestment in the growth or even make the payment of the dividends.    
Liquidity Ratio (LR)
The liquidity ratio provides support to the organisation in getting knowledge regarding its ability to successfully meet its obligations in the short-term along with the liabilities through leveraging its assets (Syukur et al., 2021). Consequently, the liquidity ratio is crucial regarding the firm regarding accessing its financial health along with giving the surety that the firm is able to effectively cover its immediate commitments of finance. The calculation of LR has been performed which includes CR and QR regarding the organisation of The City Hotel (Keerthi and Eswari, 2020). Therefore, through the calculation, it has been seen that in the years 2021, 2022 and 2023 the Current ratio of the firm was 0.97, 0.93 and 0.64 whereas the Quick ratio of the firm was 0.95, 0.92 and 0.62. Therefore, it can be said that the CR and QR of the organisation have decreased in 2023 compared to 2021. Therefore, it indicates that the firm The City Hotel is facing a huge level of difficulty in meeting its short-term obligations (Daryanto et al., 2020). Consequently, it can be seen as a red flag regarding the creditors along with the investors since it gives suggestions regarding the potential issues in the cash flows.  

Solvency Ratio (SR)
Solvency ratio is generally used to measure organisational ability to meet its financial debt by using company assets or equity (Marjohan, 2020). The ratio abscesses the financial stability along with the leverage of the organisation. The calculation of SR has been performed which includes D/E ratio and ER regarding the organisation of The City Hotel (Ayoush et al., 2021). Therefore, through the calculation, it has been seen that in the years 2021, 2022 and 2023 the D/E ratio of the firm was 0.00, 1.10 and 2.38 whereas the ER of the firm was 0.17, 016 and 0.09. Therefore, it can be said that the D/E ratio and ER of the organisation have decreased in 2023 compared to 2021. Therefore, it indicates that the organisation of The City Hotel is leveraging borrowed funds to give finance to its operations (Ayoush et al., 2021). Hence, it is amplifying potential returns along with the risks.   
[bookmark: _Toc182408405][bookmark: _Toc182479302]Identification of the key reasons behind the decline in profitability 
The decline in the profitability of The City Hotel. Consequently, the Gross Profit Margin (GPM) of the firm has decreased importantly from £4,905,970 in the year 2022 to almost £2,149,190 in the year 2023. After these also the GPM of the firm remains the same at 92%. Hence, it gives the indication that the selling price of the organisation remains stable, the Cost of Good Sold has been increased or the volume of sales has decreased significantly which affects its GPM (NGUYEN et al., 2021). Additionally, the OPM has shown a decrease from £674,730 in the year 2022 to £121,850 in the year 2023. Due to this, the OPM of the firm decreased highly from 13% to almost 5.2% highlighting the increase in operational costs or even decreased efficiency. On the other hand, the liquidity ratio of the CR of the firm decreased from 0.93 in the year 2022 to 0.64 in the year 2023 which indicates potential issues in liquidity. Additionally, the QR also decreased from 0.92 towards 0.62 which reinforces the concerns regarding the ability of the firms to cover its short-term obligations which depend on the sales of inventory.
The D/E ratio of the firm has increased from 0.17 in the year 2021 to 0.09 in the year 2023 which highlights the enhancement in the reliance on the debt along with potentially enhancing the financial risk (Osazefua Imhanzenobe, 2020). The decline leads towards a decrease in the confidence in inventory along with an effect on the future options of the finance. 
The events of the real world along with the economic context have significant effects on the business (Osazefua Imhanzenobe, 2020). The high inflation rate is likely to enhance the raw materials costs, and overheads along with the labourers. In case these costs outpaced the growth of sales it will lead towards a decrease in the firm profitability. Consequently, it has been seen that the cost of the organisation has increased whereas the sales remain constant. Hence, showing the costs regarding the labour, suppliers along with utilities of the firm have increased which is a huge challenge in the sector of hospitality (Walker, 2021). It has been seen that the fixed costs regarding running the hotel might be substantial but in case the rates of occupancy have been decreased or even the efficiency of operation has been decreased then it will affect the profitability. Additionally, it has been seen that the total debt of the organisation has increased substantially from £0 in the year 2021 to almost £3,353,260 in the year 2023 which is relative to the firm equity. Consequently, D/E ratio of the firm increased over period which is not great to maintain a better solvency position. Solvency directly impacts the organisational ability to obtain investment capital, financing and loans (Yenni et al., 2021). However, having poor solvency position, the company may face issues in raising its fund with low credit score which will affect its financial stability in the future.
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Management accounting is concerned with giving data towards managers who are individuals inside the firm who have the responsibility of directing along with controlling the operations. On the other hand, financial accounting is concerned with giving the data which are essential to which firms run effectively (Seal, 2019). Revitalising the financial health of The City Hotel along with restoring its reputation needs a comprehensive strategy of turnover which identifies operational inefficiencies along with the dynamics of the market (Nurkamila and Firmansyah, 2024). The strategic approach regarding achieving it has been discussed below
Financial restricting 
The City Hotel is required to make the exploration of the refinancing of the present debt towards lower rates of interest along with extending the terms of repayment, easing the pressures of short-term cash flow (Nazir et al., 2021). The firm is also required to make the identification of the assets which are non-core or even segments which are underperforming regarding divestment towards decreasing the levels of debt along with boosting the balance sheet. On the other hand, the organisation is also required to effectively regularly perform audits regarding the operational processes towards recognising the areas regarding savings of costs without making compromises in service quality (Liu and Lu, 2021). The firm is also required to make investment in energy-efficient appliances along with systems for decreasing the costs of utility over time.    
Revenue enhancement 
The City Hotel is required to make the implementation of a system of revenue management to make the optimisation of the pricing based on seasonality, local events along demand. It will maximize the revenue room of per availability (Walker, 2021). Additionally, the organisation is also required to make use of the conference along with meeting the spaces regarding the events of corporate weddings along with the gatherings of the community for developing additional income (Fariha et al., 2022). The organisation is also required to develop attractive deals of packaging which involve accommodation, local attractions as well as dining towards appealing to leisure along with travellers of the business. On the other hand, the organisation is also required to give stress in creating programs of loyalty regarding the consumers (Sabirov et al., 2021). It will help the organisation in giving encouragement to repeat bookings along with strengthening the relationships with its guests.    
Marketing along with brand positioning and survival along with experience improvement  
The City Hotel is required to refresh its hotel branding involving the new logo, promotional materials along websites. Brands are significant as well as valuable intangible assets as with a strong and successful brand a company can represent a large proportion of its market capitalisation or market value (Rego et al., 2022). Hence, the firm needs to invest in an effective digital marketing system to promote its brand positioning process. Additionally, it is also required that the organisation is making the implementation of the targeting campaigns of digital marketing which puts stress on social media, and optimisation of search engines along the websites of travel towards reaching its potential guests. On the other hand, the organisation is also required to make effective collaboration with the local attractions along with the businesses regarding the opportunities of cross-promotional which are driving traffic towards the hotel. Training investment helps a company to enhance the key skill, knowledge and competencies of staff which improve their job performance including better service quality (Waqanimaravu and Arasanmi, 2020). Hence, the organisation needs to invest in effective training programmes to upskill employee performance in the future.     


[bookmark: _Toc182408407][bookmark: _Toc182479304]Conclusion 
It has been concluded that the profitability ratio helps the organisation gain knowledge regarding its efficiency in managing its resources for generating earnings. The liquidity ratio is crucial regarding the firm regarding accessing its financial health along with giving the surety that the firm is able to effectively cover its immediate commitments of finance. The high inflation rate is likely to enhance the raw materials costs, and overheads along with the labourers. The firm is also required to make the identification of the assets which are non-core or even segments which are underperforming regarding divestment towards decreasing the levels of debt along with boosting the balance sheet. It is also seen that the financial performance of The City Hotel has deteriorated due to increases in operating costs and other factors. The organisation is also required to make effective collaboration with the local attractions along with the businesses regarding the opportunities of cross-promotional which are driving traffic towards the hotel.
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