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   Introduction  
Evaluating performance plays a crucial role in the process of making decisions (Gong et al., 2016). Financial performance evaluation extends beyond profitability measures to encompass liquidity, solvency, and activity indicators. This comprehensive approach relies on data extracted from financial statements to conduct assessments (Antoun et al., 2018). The examination of a hotel’s financial performance over the past three years provides valuable insights into its operational health and sustainability (Hoggett et al., 2020). This financial examination evaluates revenue, cost, and profit patterns from 2021 through 2023 to understand fiscal dynamics and their impact on future planning. The proposed strategy seeks to provide immediate monetary support while also focusing on long-term operational improvements and reputation restoration.   
Discussion        
I.         Evaluation of Trends and Patterns  
1.    Revenue Analysis   
Hoggett et al. (2020) state that a statement of financial performance, alternatively known as an income statement or profit and loss statement, is one of the essential financial statements for evaluating a company's financial well-being. Beginning with revenue, the hotel experienced a slight increase of approximately 1.1% from £5,248,290 in 2021 to £5,307,480 in 2022. Although this marginal growth suggested a stable operational environment in the year following the pandemic, the situation took a dramatic turn in 2023, where revenue plummeted by roughly 56% to £2,325,440. This steep decline raises critical questions regarding operational efficiency, market demand, and competitive positioning in the hospitality sector (Dudu et al., 2024). Such a substantial drop in revenue indicates either a profound loss of clientele, adverse market conditions, or potentially misguided operational decisions that need immediate attention and rectification (Matviienko, 2019).  
2.    Expense Review  
In labor-intensive service industries, such as hospitality, a stable Cost of Goods Sold is crucial for maintaining profit margins and ensuring company sustainability despite fluctuations in Gross Sales (Wolf, 2021). The examination of expenses reveals both concerning trends and some positive signs amidst the turmoil.  The hotel’s Cost of Goods Sold (COGS) reflected a consistent downward trend, decreasing from £411,600 in 2021 to £401,510 in 2022, and significantly down to £176,250 in 2023. This reduction aligns with the dramatic decrease in revenue, signifying that the hotel may be scaling back its operations in response to lower sales. COGS remains stable in labor-intensive service industries despite fluctuations in Gross Sales (Wolf, 2021).  Employee costs, however, showed a different pattern. From £1,724,760 in 2021, costs rose to £1,770,700 in 2022. Although a reduction to £1,233,160 occurred in 2023, this decrease did not proportionately match the revenue drop, suggesting potential inefficiencies in staffing or an inability to adjust workforce costs in line with revenue declines (Chambers et al., 2020).  External expenses also demonstrated a downward trend, from £1,894,720 in 2021 to £1,675,410 in 2022, continuing to decrease to £1,071,030 in 2023. Acording to (Xue, 2021) this reduction is a positive sign, indicating attempts to control costs during an economically challenging period. Taxation also showed a consistent decline — from £144,070 in 2021 to £133,020 in 2022, and further down to £88,950 in 2023 — likely because of decreasing profitability (Kagan, 2024). Meanwhile, depreciation and amortization expenses increased significantly from £409,190 in 2021 to £634,030 in 2022 and further to £661,590 in 2023. This could indicate increased capital expenditures or investments in property and equipment (Barker et al., 2022), reflecting an effort to enhance the hotel's competitive edge, despite ongoing financial challenges (Brinkerink et al., 2019).
3.    Operating Income Trends  
The analysis of operating income generated a grim evaluation of the hotel's performance. In 2021, the hotel enjoyed an operating income of £664,160, which slightly improved to £674,730 in 2022. However, the financial crisis in 2023 saw a shocking reversal, resulting in an operating loss of £1,218,850. This dramatic shift underscores the need for the hotel to reassess its operational strategies, cost structure, and market positioning. Negative cash flow from operations indicates that a company is spending more cash on its core activities than it is generating, potentially requiring asset sales or external financing to sustain operations (Burnley, 2021).
II.         Key Reasons Behind Decline in Profitability    
Management accounting boundaries are flexible, as management accountants must collect both financial and non-financial information due to their interrelation with financial outcomes (Atrill & McLaney, 2018). The decline in profitability for City Hotel UK from 2021 to 2023 is starkly evident from their income statements, influenced by a combination of key factors observed in the provided financial data and the broader economic context. Firstly, the hotel experienced a significant revenue decline, largely due to the aftermath of the COVID-19 pandemic (Pavone, Migliaccio and Simonetti, 2021). Despite a slight revenue increase from 2021 to 2022, it plummeted in 2023. This drop is linked to the pandemic's lingering effects, such as changes in travel behavior, ongoing travel restrictions, and decreased tourism and business travel (Goncu & Kamasak, 2024). Additionally, economic uncertainty in the UK, due to Brexit, inflation, supply chain disruptions, and consumer uncertainty, likely reduced discretionary spending on travel and hospitality (Romih, 2021). The significant rise in depreciation and amortization costs in 2022 and 2023 suggests major investments in property, plant, equipment, or intangibles, increasing non-cash expenses and negatively affecting profitability. The City Hotel UK experienced notable changes in employee costs and external expenses from 2021 to 2023, contributing to its overall decline in profitability. Employee costs decreased in 2023, indicating potential staffing challenges like layoffs or hiring difficulties (Chhinzer, 2023), unlike previous years when costs were stable. This implies that while the hotel maintained its workforce during the initial pandemic, it had to make significant cuts in 2023. Despite reductions in both employee costs and external expenses — possibly due to cost-saving measures, lower operating activities, or reduced service demand — the revenue decline surpassed these cost savings, negatively impacting profitability. City Hotel UK's balance sheet insights reveal key trends. Investments in associates dropped by 2023, likely due to divestment or poor performance. An increase in deferred tax assets in 2023 suggests the hotel expects lower future profitability, affecting tax liabilities and earnings (Kagan, 2024). Cash reserves significantly declined from 2021 to 2023, highlighting liquidity issues and reduced cash flow, possibly due to falling revenues and rising costs (Cardella et al., 2014). Return on assets (ROA) is a profitability metric calculated by dividing a company's net income by its average total assets, with a higher ROA indicating more effective use of assets in generating profits. For instance, in 2021, the company had a ROA of 0.373, calculated from a profit of 4,836,690 and average total assets of 1,294,110. In contrast, by 2023, the ROA decreased to 0.137, based on a profit of 2,149,190 and average total assets of 15,653,970, demonstrating a reduction in the company's ability to generate profit from its assets over this period (Burnley, 2021). Also, firms using the ROI approach for measuring managerial performance often see investment center managers initially respond by reducing their investments in operating assets, indicating a lack of consistent sensitivity to controlling such investments (Seal et al., 2019). The energy crisis, intensified by the war in Ukraine, has further escalated operating expenses. Additionally, the Bank of England's measures to combat inflation by raising interest rates have led to higher borrowing costs (The Times, 2024). Consequently, the hotel's financial decline is attributable to a combination of reduced revenue, likely due to post-pandemic effects and economic uncertainty, increased depreciation expenses, higher charges to provisions, and substantial increases in other operating expenses. Applying a pattern suggested by Burnley (2021), the company's declining operational activities, rising investment activities, and volatile financial activities indicate it is struggling. However, it may be sustaining operations by using cash inflows from selling property, plant, and equipment, along with new borrowings.
III.         Turnaround Strategy   
Hotels, including City Hotel, often encounter financial difficulties due to global disruptions like the COVID-19 pandemic, economic instability, and changing consumer behaviour. City Hotel's financial distress, marked by declining revenue, high operational expenses, and increased liabilities, necessitates a strategic turnaround plan. This plan aims to provide immediate financial relief and sustainable long-term improvements in operations and reputation. Key elements of the financial restructuring involve renegotiating debt terms for lower interest rates or extended repayment periods, utilizing government grants and subsidies for post-pandemic recovery, and selling non-core assets or underperforming investments to generate quick cash inflows. Controlling costs and enhancing efficiency at the City Hotel necessitates a comprehensive operational audit to identify areas for improvement, centralized procurement to reduce supply costs, and optimizing staff based on demand patterns and cross-training for flexibility. Revenue enhancement strategies include dynamic pricing using an advanced revenue management system and creating promotional packages aligned with market trends to attract a broader customer base. Diversifying revenue streams is crucial, including marketing the hotel for corporate events, weddings, and local gatherings to boost off-peak occupancy and revenue. Investing in wellness services like spas, fitness centers, and recreational activities can attract guests and locals, enhancing revenue diversity. Forming strategic partnerships with local businesses and tourism entities for bundled packages and joint promotions will increase visibility and customer base.
Market Positioning and Branding at The City Hotel involve updating branding through physical and online enhancements, aligning marketing with target segments, and investing in digital strategies like SEO, social media advertising, email marketing, and influencer partnerships to boost visibility and bookings. For instance, insufficient innovation in new products can result in a decrease in sales revenue (Atrill & McLaney, 2018). Managing online reviews and encouraging positive feedback on platforms like TripAdvisor, Booking.com, and Google can enhance reputation and attract new customers. Marketing to local tourists and business travelers with tailored promotions can increase occupancy rates, while targeting key international markets with customized campaigns can attract more guests. international visitors, supporting overall growth. Operational improvements at The City Hotel include staff training to enhance service quality, boosting customer satisfaction and repeat business. Regular guest feedback collection optimizes the customer experience. Upgrading to modern property management (PMS) and customer relationship management (CRM) systems, along with contactless technologies, improves efficiency and guest satisfaction (Giannoukou, 2024). Sustainability initiatives, such as energy-efficient lighting, water conservation, and waste reduction, attract eco-conscious travelers and reduce costs. Community engagement and reputation management involve participating in community service programs, partnering with local businesses, sourcing local products, and conducting proactive public relations campaigns to highlight improvements, special offerings, and community involvement, fostering transparency, trust, and a positive image. Maintaining open communication with stakeholders, customers, and employees about improvements ensures transparency and builds confidence in the hotel's commitment to betterment. The City Hotel's Strategic Partnerships and Alliances involve key collaborations, such as partnering with tourism boards for broader marketing campaigns, enhancing visibility, and attracting a wider audience. Corporate agreements with local businesses to offer corporate rates and packages for business travelers ensure consistent bookings, fostering reliable occupancy and revenue.
Given the significant operating loss, the owner should prioritize stabilizing cash flows and reducing debt. Options include engaging with creditors and investors to gain support for restructuring plans. If turnaround efforts fail, the owner should consider a strategic sale of the business or its assets to recover the investment judiciously.
Conclusion
In conclusion, City Hotel UK faces substantial financial difficulties stemming from a dramatic revenue decline and various external challenges over the past three years. To navigate these obstacles and ensure long-term sustainability in the competitive hospitality sector, the hotel must adopt a multifaceted recovery strategy. This strategy should focus on revenue recovery, workforce optimization, ongoing cost management, and the assessment of capital investments while adapting to evolving market conditions. Additionally, addressing the specific factors contributing to its profitability decline—such as the aftermath of COVID-19, Brexit-related uncertainties, and staffing fluctuations—is essential. Implementing measures like debt restructuring, improved operational efficiency, dynamic pricing, and targeted marketing can stabilize cash flow and enhance financial performance. By prioritizing these strategies alongside technological upgrades and community engagement, City Hotel can work towards reversing its financial trajectory, enhancing customer satisfaction, and positioning itself for future growth and success in a challenging environment.
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