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[bookmark: _Toc181631234]Introduction 
The main purpose of this report is to evaluate the operational challenges and financial performance encountered by The City Hotel. This is a hospitality establishment featuring a bar and restaurant. It is also situated in an urban environment. In recent years this hotel has encountered a significant decline in occupancy rates, revenue and overall customer satisfaction. These approaches have raised concerns about long-term visibility within the dynamic hospitality industry. The owner has recognised that immediate expert evaluation and assistance can be helpful in determining the company's strategic turnover approach. This report will elaborate on this hotel's financial metrics and understand key areas for improvement. It primarily aims to offer actionable recommendations that can restore profitability and obtain the hotel's competitive position within the market. 


[bookmark: _Toc181631235]Evaluation of Financial Performance Trends at The City Hotel
The City Hotels has encountered a significant financial challenge over the past three years. This company has witnessed declining probability, revenue liquidity and solvency metrics. These detailed analyses of the patterns are important in understanding the possible areas for improvement and challenges for this hotel. 
· Revenue trends: This hotel had revenue of £5,248,290 in 2021 and it has dropped down to £2,325,440 in 2023. This decline showcases the challenges with demand and occupancy. This is especially affected by external economic factors and increased competition. Such a reduction in revenue highlights urgent requirements for revenue management approaches to recover market share and reputation. 
· Expense patterns: The City Hotels highlights a mixed trend in expenses. Employee cost and the cost of goods sold both have decreased. This is reflecting reduced operational volume and cost control efforts. However, employee expenses remain a substantial part of expenses. This demonstrates that labour efficiency can be developed. External expenses of the hotel have also dropped but not in part because of the decline in revenue. It highlights possible inefficiencies in expense approaches (Franco, et. al., 2020). 
· Profitability: This hotel's operating income has reduced significantly with a negative trend visible in 2023 (£-1,218,850). This reduction adjusts with the revenue drop and showcases that fixed expenses can be high. This is damaging profitability as revenue declines. Moreover, provisions, taxes and depreciation continue to develop heavily on net income. It is further reducing profitability. 
· Liquidity and solvency: This hotel's liquidity ratio showcases the current ratio and it discloses tightening cash reserves. The cash and equivalents declined from £740,590 in 2021 to £295,510 in 2023. Increased trade payables and short-term debt indicate improving dependency on external funding. Solvency concerns are also important as the debt-to-equity ratio improves. They suggest higher financial leverage and a declined buffer against financial strain (Pavone, et. al, 2023). 
Overall, this hotel's financial performance highlights challenges in cost control, revenue generation and financial stability. It is important to address these areas with the help of expense optimization, revenue maintenance and date restructuring. 
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The City Hotel’s profitability has declined over the past three years. It is mainly motivated by a mix of industry-specific factors, economic challenges and operational inefficiencies (Chatzoudes, et. al., 2022). There is an essentiality of understanding the main reasons behind these reductions to provide effective strategies for improvement. 
· Impact of economic conditions: This hotel has been impacted by global economic instability. This includes interest rates and rising inflation. These approaches have negatively affected customer spending on non-important approaches like hospitality. Possible customs mainly prioritise more affordable accommodations or reduced leisure travel with a higher cost of living (Lubowiecki-Vikuk, et. al., 2021). These approaches have directly impacted the hotel's revenue and occupancy rate. Moreover, developed operational expenses due to inflation, especially in essential supplies and employees' wages have damaged profit margins. 
· Real-world events: The COVID-19 pandemic situation with the help of tapering off has created a long-term impact on the hospitality industry. Changing customer preferences and travel restrictions have led to inconsistent demand. This is specifically in urban locations where tourism is a key revenue driver. Moreover, supply chain disruptions have improved the expenses of services and goods. This improvement has affected the hotel's profitability and external expenses. 
· Operation inefficiencies: This hotel has experienced historical operating expenses regardless of reduced revenue. This highlights possible inefficiencies in maintaining other overheads and labour. A major expense is employee costs and with revenue decreasing, managing a high staff turnover without developing productivity has damaged profitability. Additionally, this hotel has relied on short-term debt to pay off liabilities which has further increased financial damage (Della Seta, et. al, 2020). These overall initiatives have highlighted the requirement for better financial maintenance.
In summary, the hotel's reduction in profitability is because of the pandemic situation, economic pressure and operational inefficiencies. It is vital to address these challenges with a focus on revenue management, cost optimisation and improved financial practices. 
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A targeted turnaround approach is highly required to address this hotel's financial challenges and obtain a good reputation. These approaches can be focused on cost control, revenue enhancement and operational efficiency (Charles and Ochieng, 2023). The main plan of this plan is to develop market competitiveness, financial health and customer trust. 
· Revenue enhancement: This hotel can pay attention to expanding revenue streams. It can introduce supported packages for international and local customers. These can be focused on business travel, weekend stays and events. It will be effective in managing collaboration with travel agencies, local businesses and digital marketing campaigns. They will be useful in developing visibility and attracting new customers. Moreover, this hotel can offer themed nights and host corporate events in the restaurants and bars. These initiatives will develop occupancy and average spending per customer. 
· Cost optimisation: This hotel can mitigate unnecessary expenses without compromising service quality and standards. It will be effective to re-evaluate supply contracts and re-negotiate terms to reduce external expenses. This will be automatically useful for energy-saving measures like water-saving fixtures and LED lighting (Oliveira, et. al., 2024). These approaches can be helpful in mitigating utility expenses. It can also optimise labour costs by promoting flexible staffing based on occupancy rates. This will effectively ensure that personal expenses adjust with demand. 
· Operational efficiency: This hotel can develop operational efficiency which is important to obtain profitability. It can introduce digital solutions like automatic check-ins and property management systems. These digital solutions can reduce wait times, smooth business operations and develop customer experiences. Moreover, it can promote staff training programs which can be focused on customer service and multitasking. These programs will motivate efficiency while managing service standards. 
· Financial restructuring: The City Hotel can explore options to restructure debt like extending payment terms and consolidating loans. This restructuring can reduce financial pressure. It can also search for short-term financial support like business loans and government grants with favourable terms (Dvouletý, et. al., 2021). This can be effective in offering necessary liquidity for financial investments in turnaround efforts. 
In summary, it is important to combine cost control, revenue growth, financial restructuring and operational improvement. By paying attention to this combination, this hotel will be able to enhance competitive advantages, restore its reputation within the market and obtain profitability. 
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	Ratio calculations foe The City Hotels 

	SL No
	Particulars
	Formula
	2021
	2022
	2023

	1
	Current Ratio
	 = Current Assets / Current Liabilities
	0.97
	0.93
	0.64

	2
	Quick Ratio (Acid Test Ratio)
	 = (Current Assets – Inventory – Prepaid expenses) / Current Liabilities
	0.95
	0.92
	0.62

	3
	Return on Equity
	 = (Net Profit/Shareholder Funds) 
	0.15
	0.12
	-0.80

	4
	Debt to Equity Ratio
	= (Total Debt / Shareholders’ Equity)
	3.77
	1.60
	8.80

	5
	Return on Assets
	 = (Net Profit/Total Assets) 
	0.03
	0.02
	-0.07


Analysis 
Different ratios can be used to analyse the financial health of City Hotel, which includes insights into its liquidity, profitability and leverage. During the period 2021-2023, the ratio reflects areas of significant concern in the overall financial position and operational efficiency of the hotel.
Liquidity Ratios
The two liquidity ratios shown by Current Ratio and Quick Ratio determine whether the hotel can pay off its short-term obligations (Dirman, 2020). The Current Ratio is the ratio between current assets and current liabilities. It has reduced from 0.97 in 2021 to 0.64 in 2023. This gives a ratio of less than 1. It means that liabilities exceed assets, showing possible liquidity problems. This implies that the hotel will not be in a position to pay its short-term debts. This is an indication of a warning signal to stakeholders. 
Similarly, the Quick Ratio has excluded inventory and prepaid expenses from current assets. This has also declined, from 0.95 in 2021 to 0.62 in 2023. This further strengthens concerns over the hotel's liquidity position. This demonstrates if the hotel were to rapidly liquidate its most liquid assets, it would be unable to meet its current liabilities. It further suggests that the consistent decline in these ratios indicates that the financial situation is unstable and could damage operational stability if not handled immediately. 
Profitability Ratios
Profitability ratios offer an idea of whether the hotel can generate profit compared to its revenue or equity. The Return on Equity (ROE) percentage has declined from 2021 at 0.15 and 2022 at 0.12. it is highly noticeable in 2023 (-0.80) (Masrivah and Rijanto, 2024). This sharp downturn indicates that shareholders are taking losses instead of returns through their investments. This has raised serious concerns about the management and efficiencies of the hotel. A negative ROE makes the hotel look unprofitable as well as reduces the confidence that investors have in such a concern. This would meticulously affect subsequent capital investments. 
The Return on Assets (ROA) ratio was also in decline, from 0.03 in 2021 to -0.07 in 2023 (Nurkamila and Firmansyah, 2024). Declining ROA indicates that the hotel is not operating efficiently enough to make a profit from the utilisation of assets. It can be due to inefficiency in operation or revenue decline. The management should check the cost control measures and revenue-generating strategies. The fact that ROA has declined makes it even more necessary to have a turnaround strategy to obtain the hotel's financial viability.
Leverage Ratios
The debt-to-debt-equity ratio informs about the capital structure and financial leverage used by the hotel. This has risen significantly from 3.77 in 2021 to 8.80 in 2023. This hotel largely depends on debt to fund its operations rather than using equity. This is concerning because it indicates that there is a higher risk of hotel financial distress due to the probable inability to service the levels of debt. This makes investors and creditors easily assume that some inefficiency exists and increasing levels of debt, especially if the hotel does not operate highly enough to be profitable in the operations (Matunni’Mah, et. al., 2023).
High leverage is important as it increases the largeness of returns during successful times while creating significant risk in downtimes. The sharp growth in this ratio also implies that the hotel can be on the edge of a dangerous financial position when revenue continues to fall. An over-leveraged position can present problems in servicing debt obligations particularly if cash flows remain lumpy or not sufficient.
Summary and Implications
The liquidity, profitability and leverage ratios of The City Hotel do reflect serious challenges. There is a decline in all the liquidity ratios and the hotel is failing to meet short-term obligations with possible operational disarray. The profitability ratios are depreciating, which indicates a failure to generate adequate returns on shareholders' investments and poor efficiency in operations. It represents a dependence on debt capital, which is increasingly raised and can not be viable in the long run.The trends are concerning. The management must take this as an opportunity and offer an effective turnaround strategy to develop liquidity, efficiency levels in operations and capital structure reconfiguration to obtain financial sustainability for the company in the long term. The hotel needs to cut costs, optimise pricing strategy and seek alternative revenue streams to revitalise financials and regain investor confidence. Without such foundational action, The City Hotel can reduce and usually run insolvent. Therefore, it is necessary to address these initiatives immediately.


[bookmark: _Toc181631239]Conclusion 
It can be concluded that throughout the report the explanation has been made on The City Hotel. This company has encountered a reduction in profitability, revenue and liquidity ratios. This has demonstrated possible insolvency challenges. This report has elaborated the requirement for revenue enhancement, cost optimisation and operational efficiency. These approaches can be possible with the help of renegotiated contracts, digital solutions and target marketing. The recommended turnover strategy is feasible but requires immediate implementation to stabilise customer trust and cash flow. This report has also demonstrated that if the company can maintain its recovery, it can explore partnerships and sales to ensure long-term visibility. 
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