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[bookmark: _Toc184730369]EXECUTIVE SUMMARY
The main purpose of the provided report is to make the financial performance analysis of the case company for past 3 years. The company provided for the case analysis is “The Midland Haven Hotel” respectively. Various key reason of decline in business profitability is taken into consideration including other business economic event at worldwide level. A turnaround strategy for company to restore their ability for meeting viable outcome is also recommended in end. As per the provided case study, it is ascertained that the Midland Haven Hotel is located in Midland areas which is best location for relaxation in vacation. Due to change in market, lack of service quality of company and high competition, sales revenues of company are decreasing. This is also reflected by ARR and occupancy rate as provided within the case study. The total ARR decreased from 260 to 210 and occupancy rate also declined to 50 %. Low level of efficiency is also leading to increase in operational costs of firm. In the given report analysis below, it is also recommended that company must adopt modernization, revenue generation tactics and marketing techniques to improve their business performance effectively and efficiently.
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[bookmark: _Toc184730370]INTRODUCTION
Financial management is a process of making best financing and capital decision for company in strategic and planned manner (Martin et al., 2021). It becomes essential for the firms of hotel industry to use such framework in order to meet the sectoral dynamism and competition easily. Midland Haven Hotel is case hotel which is used for report analysis in given task assessment. It is provided that the company performance is declining in recent year due to decrease in revenue and changing consumer preferences. As per the market analysis, it is stated that the market is competitive as new modern resorts are developing in nearby locations. This also shifted the consumer requirement. The company also lacks in terms of consumer service quality and lack of modern amenities. The following report contains a financial assessment of the company performance by considering its financial statement and current economic conditions. Some broad improvement strategy is also recommended to re-establish company position in business markets.
[bookmark: _Toc184730371]Financial performance analysis for past three years:
[bookmark: _Toc184730372]a) Horizontal analysis:
1. Income statement analysis:
	Income statement
	Change %

	Particulars
	2021
	2022
	2023
	2021-22
	2022-23

	Revenue
	   1,200,000.00 
	   1,100,000.00 
	       950,000.00 
	-8.33%
	-13.64%

	Operating expenses
	       900,000.00 
	       950,000.00 
	   1,100,000.00 
	5.56%
	15.79%

	Net income
	       300,000.00 
	       150,000.00 
	    (150,000.00)
	-50.00%
	-200.00%



Evaluation: The horizontal analysis of income statement is implying that the total revenue and net income for the company were found to be declining in both the years (Rao, 2021). The total revenues of the company declined by total % of -8.33% during 2021-22. This ratio increased to -13.64% in 2022-2023. This signifies that the total ability of company of sales generation decreased currently. Operating expenses also increased at higher rate i.e. 5.56% and 15.79% between the given terms consecutively. It leads to 50% decline during 2021-22 and 200% decline during 2022-23 in total net profits earned by firm.
2. Balance sheet analysis:
	Balance sheet
	Change %

	Assets/Liability
	2021
	2022
	2023
	2021-22
	2022-23

	Cash and cash equivalent
	       100,000.00 
	         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
	   2,000,000.00 
	   2,000,000.00 
	   1,800,000.00 
	0.00%
	-10.00%

	Total assets
	   2,150,000.00 
	   2,120,000.00 
	   1,850,000.00 
	-1.40%
	-12.74%

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

	Long term debt
	   1,500,000.00 
	   1,500,000.00 
	   1,500,000.00 
	0.00%
	0.00%

	Total liabilities
	   1,530,000.00 
	   1,540,000.00 
	   1,550,000.00 
	0.65%
	0.65%

	Equity
	       620,000.00 
	       580,000.00 
	       300,000.00 
	-6.45%
	-48.28%



Evaluation: Above balance sheet analysis provides for the change in the total equity, assets and liability in total (Warren et al., 2020). The total assets declined from 2150000 in 2021 to lower level of 1850000 in 2023. It declined by -1.40% rate in 2022 and -12.74% in 2023. Total liabilities of company increased at an equal rate of 0.65% in both the terms. Decrease in equity level provided for decline in net worth of company which shows negative impact on company financial position. It happened due to higher decrease in total assets of company as compared to total liabilities.
[bookmark: _Toc184730373]b) Using Financial ratio analysis:
Analysis of financial performance using financial ratio metrics is provided for the company here (EDUPRISTINE, 2019). It is as follows:
Net profit margin: (Net income / Revenues) * 100
2021: (£300000 / £1200000) * 100 = 25.00 %
2022: (£150000 / £1100000) * 100 = 13.64 %
2023: (-£150000 / £950000) * 100 = -15.79 %
Evaluation: The net profitability ratio analysis for Midland Haven hotel is indicating that the total earnings from sales revenues for the company is decreasing (Nariswari and Nugraha, 2020). The net margins were positive and better in 2021 i.e. 25.00%. They decreased to 13.64% and then to -15.79% in 2022 and 2023 respectively. This means that company operating costs in increasing which is diminishing their net gains in current period as compared to last 2 years.
Current ratio: Current assets / Current liability
2021: (£100000 + £50000) / (£30000) = 5:1 times
2022: (£80000 + £40000) / (£40000) = 3:1 times
2023: (£20000 + £30000) / (£50000) = 1:1 times
Evaluation: As per the analysis of Midland short term liquidity, it is concluded that the current ratio for company is declining on annual basis (Gunawan et al., 2022). It was 5 times in 2021 which is now dropped to new level of 1 times. This shows that current assets decreased proportionally to current liabilities faster. Increase in current assets and decrease in current liability led to decrease in current liquidity level of company. It is interpretable that the company ability to meet their short-term debts is decreasing.
Debt equity ratio: Debt / Equity
2021: (£1530000 / £620000) = 2.46:1 times
2022: (£1540000 / £580000) = 2.65:1 times
2023: (£1550000 / £300000) = 5.17:1 times 
Evaluation: Debt and equity analysis of Midland hotel indicated higher increase in debt ratio of company (Nuryani and Sunarsi, 2020). The debt ratio was only 2.46 times in 2021 which reached to higher level of 2.65 times in 2022 and 5.17 times in 2023. It is signifying higher use of debt in business firm as compared to equity financing. Hence, it is concluded that the long-term solvency of company has been declined over past 3 years.


[bookmark: _Toc184730374]c) Trend analysis for ARR and occupancy rate:
Analysis of Average room rate (ARR):

Evaluation: The above line graph provides for the trend of the average room rate for Midland haven hotel. The total average room rate was higher in 2021 i.e. at £ 260. It then decreased to £ 240 in 2022 and 210 in the end of 2023 (Asy'ari et al., 2023). It signified that the total revenue earned per room basis is declining for the company. It may be happening due to a decrease in occupancy and competitive pricing in the marketplace. The firm room rate is also affected by the economic factors which are not favourable for company operation.
Analysis of Occupancy rate:

Evaluation: The above graphical representation for room rate is showing decline in occupancy rate for hotel. The occupancy rate was highest in 2021 which was lying at the level of 65%. It is now found to be 50 % only for current period of 2023 (Liu et al., 2022). It happened due to change in demand and preferences of consumers.  Consumer like modernized amenities with provided best quality services. These are one of the main reason of declining occupancy rate of Midland Haven hotel.
[bookmark: _Toc184730375]Key reasons behind the decline in profitability:
· Lack of quality: As per the analysis carried out over the recent consumer expectations and market demand, it is ascertained that the consumers are seeking for luxury and advanced level experience during their vacations. They are also making choice as per the quality standard set by them for themselves to be present in hotel they choose. Midland haven hotel is not improving with their quality standard in their services provided to consumer groups. This is diminishing consumer loyalty towards company (Alrawabdeh, 2021).
· No effective marketing strategies: Marketing and promotion plays a very important role in sales capacity of company. Midland Haven hotel is still relying over traditional market promotion tactics. While new resorts getting launched into market are using latest online marketing techniques which is more effective than traditional one (Kahveci, 2023). Lack of consumer reach is also hampering firm ability to book higher revenues.
· Use of Out-dated amenities: The provided market information indicates that the new modern resorts are getting setup in nearby location who are offering best quality in terms of services. They are trying to resolve the existing problems which were faced by consumer previously (Dasandara et al., 2022). They are offering quick services with cleanliness and use of latest technology which still lacks within Midland Haven hotels. Outdated technology in check in check outs, old furnishing, lack of modernized experience hindering consumers to make Midland their choice at priority.
· Increase in operational costs of company: The operating expenses as per the provided company financial data of company are increasing in each year. They were £ 900000 in 2021 which increased by difference level of £ 50000 in 2022 and £ 150000 during 2023. They were found to be £ 1100000 in end of year 2023. Higher operational costs are decreasing the net income level of firm. It is also declining overall gains and profitability of firm (Ernayani et al., 2022).
· Highly competitive environment: It is already known that Midlands is a best destination and is also chosen during vacation days by most of tourist (Kliestik et al., 2020). Midland haven was first choice previously before entry of new modern resorts. But as new resorts got setup in nearby location, the competition level for midland resorts increased. This also affected consumer preferences to new resorts who are providing them, modern experience in better way as compared to Midland Haven hotels.
· Inefficient management: Financial performance analysis stated that the company cost management is poor which is leading to overspending and incurring undesired expenses (Zhang et al., 2020). The company is also not trying to meet their areas of inefficiency and use their full capacity during business operations. Lack of cost saving strategies and corrective action is leading to high wastage and less control of business performance.
[bookmark: _Toc184730376]Turnaround strategy for meeting viable outcomes for Midland hotel:
· Use of targeted campaigns: Midland Haven Hotel must adopt new type of marketing techniques focused on targeting the specific class of consumer groups targeted by the hotel (Aransyah et al., 2020). Midland Haven Hotel should collect data about these targeted consumers and use this data practically gathered from the local travel agencies to make targeted marketing messages. When targeting consumers’ specific groups including families, business travellers and frequent tourists, the hotel can present the consumers to book during low seasons and gain maximum returns.
· Adopting dynamic pricing: The technique of dynamic pricing is frequently used within this competitive business environment. Under this, the prices of product and services are dynamic and changed regularly as per change in business environment and competitor prices. It is used by hotels to stay competitive (Ochieng, 2023). Using this strategy leads to competitive pricing which increase ability of a business to grab more consumers in the marketplace. This would also enable case company to offer new attractive offers and holiday packages to attract consumer on regular basis. It would consequently lead to increased sales level for company. Dynamic pricing strategies will enable the hotel to set its price based on market trends and competition that is within the market areas. This versatility helps make the business competitive by providing good promotions during slow sales seasons, thus increasing customer acquisition.
· Improving business management: Company may improve and recover their operational efficiency by employing new staffing models and using better technology for increasing overall business efficiency. By implementing better staffing models, and technology, it will enhance operations as they become more efficient. These effects improve the guest experience and satisfaction which in turn leads to positive impacts on the financial position and the scenario of sustainable income sources (Candra et al., 2023).
· Use of digital promotion channels: New initiative regarding rebranding and product repositioning are essential for enlightening identity of hotel within their potential consumer base (Durrani et al., 2023). It is effectively possible by employing new digital marketing & by making attractive advertising. This is essential to increase reach of hotel firm in different areas of world where the consumer base of company resides. It would positively influence the revenue generation capacity of firm. Consumer reviews on different social portals like Instagram, Pinterest and YouTube also give opportunity to improve services to better extent as per consumer needs and interests (Nyagiloh and Kilika, 2020). Popularization of digital marketing and rebranding will make the hotel famous and recognizable in the global level. The hotel can leverage social media sites such as Instagram, Pinterest, and YouTube to receive feedback from the customers and capture their needs hence increase on the revenue.
RECOMMENDATION
In order to achieve better loyalty from consumers, Midland Haven hotel is recommended to provide training to their staff members to improve their skillset and knowledge to meet the changing needs effectively. Training and development processes are essential for improving adaptability of staff member with changing business needs. Adaptation to changing business environment is only the way to meet consumer requirement timely. Consumer preferences cannot be same all the time. Hence, they are recommended to conduct regular surveys on personalized basis to get insights with consumer needs easily. Company is also recommended to provide for consumer-oriented pricing strategies for achieving better competitive benefit, inventory management and better satisfaction at consumer end.


[bookmark: _Toc184730377]CONCLUSION
From the above analysis, it is concluded that Midland Haven hotel is a hotel organisation which is situated in Midland. Due to changes in economic market conditions and consumer requirements the revenues and profitability of the company started decreasing. Market analysis indicated that the overall competition in market increased due to entry of new businesses. They adopted latest technology to serve their consumer which decreased popularity of Midland Haven hotels in marketplace. Various types of metrics were used for the financial analysis included here- horizontal analysis, ratio analysis and trend analysis. As per the horizontal analysis, it is concluded that the change in revenues was positive while expenditure was increasing in current period at positive rate. In the same way, business assets decreased at higher than total liability. It decreased net worth of the hotel. Main reason of decline in profitability was use of outdated technology, lack of service quality and high operational costs majorly. These can be met using the provided turnaround strategy of planning targeted campaigns, adopting consumer-oriented pricing and managing business processes by employing latest management models. These are essential to achieve company goals effectively and efficiently.
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2021	2022	2023	0.65	0.6	0.5	Years
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2021	2022	2023	260	240	210	Year
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