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Executive summary
The case study has reflected a brief understanding of the monetary performance of the organisation named, City Hotel. It has depicted their revenue pattern and the ways they have managed their expenditure, solvency and other measures. There has been an analysis of the ways different factors have fluctuated in the operations of the hotel. The report has also depicted the factors that have interrupted their growth potential considering both the internal and external aspects. Apart from that, it has addressed different effectual strategies for the organisation for better execution of their business actions.
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One of the crucial aspects that is responsible for maintaining an effectual business evaluation is financial management. There are major activities that depend upon the execution of the monetary aspects. This report will evaluate such measures of the City Hotel, which is one of the renowned hotels in the hospitality industry in the urban environment. It mainly offers accommodations and restaurant service with bar facilities and event spaces. The business has faced a sharp decline in their revenue generation and the report will explain the have operated their revenue trends and the key reasons behind such declination. There will also be effectual strategies explained in the report aiming for recovering such areas.
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Figure 1: Profit and loss statement of City Hotel
Source: (BBC, 2024)
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Figure 2: Balance Sheet of City Hotel
Source: (BBC, 2024)
Analysis and comparison
The aforementioned statements have reflected the monetary standing of the City Hotel in the last three years. It has reflected that the revenue of the hotel was £5,248,290 in 2021 and with a slight upliftment it became £5,307,480. The value experienced a sudden decline in 2023 by 56.1% valuing at £2,325,440. The circumstance indicates difficulties in marketing, declaration of the demand and inefficiency in internal management (Forbes, 2023). The value of the COGS has depicted the operational adjustments towards the lower sales measures. The following areas indicate that the fixed costs have consumed a greater area of the revenue which resulted in a loss in 2023. It has shown that the entity experienced a negative operating income such as £1,218,850 which reflects the difficulties in managing the costs effectively. The balance sheet has depicted that the value of the assets has been increased compared to the year 2021 and 2023. Although it portrays a stable situation still holds requirements for measuring such areas for better execution. (Durana et al., 2021) The rising values in the liabilities have denoted higher monetary obligations. These liabilities have been increased due to the operations through the borrowing. However, these circumstances resulted in monetary risks as the debt level exceeded the hotel's earning capacity (Forbes, 2023).
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Revenue trends and profitability aspects
The financial performance of the City Hotel has represented a significant downturn in according to the data of the past three years. The revenue has been seen deteriorating from £5.25 million in 2021 to £2.32 million by 2023. This reflects a fall in the revenue of around 56% which is identified in the year 2023. This revenue has reflected a higher percentage in the past two years as well (Forbes, 2023). The decline in revenue has clearly impacted the operating income of the hotel. It has been seen that in 2021 and 2022 the organisation operated a positive operating income such as £664,160 and £674,730 whereas in 2023, it faced a major downfall by amounting to an abstract figure of £1.21 million. These circumstances indicate inefficiency in managing costs by the organisation (Prakashet al., 2023). 
Expenses management by the hotel
The computation of the income statement has shown the decline of the COGS as it was £411,600 in 2021 and it became £176,250 by 2023. Thus, there has been efficient management in the goods-relating areas still the other expenses have not been adjusted properly according to the revenue aspects. The employee expenses have been reduced from £1.72 million to £1.23 million by 2023 (Forbes, 2024). The external expenses are also seen declining maintaining appositive revenue whereas the depreciation and amortisation costs have increased sharply impacting the revenue generation at a lowering circumstance (Guillet et al., 2021). 
Liquidity and solvency
According to the information reflected in the balance sheet it has been seen that the organisation has faced growing liquidity challenges. The cash reserve has seen declining from 2021 to 2023 reflecting the reduction in the liquid assets of the hotel. The value of the current assets also generated a declining value which indicates that the organisation failed to meet its short-term obligations (Velaoras et al., 2024). On the other hand, the values have reflected that the liabilities of the association have remained stable even in the straining liquidity situation. Apart from that, the solvency has been deteriorating as well and the non-current liabilities of the hotel significantly increased according to the financial years (Forbes, 2024). The upliftment of the debts has reflected a major concern for the organisation's long-term viability.
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There are different aspects that hold the potentiality of managing the business actions. The decline of the business standings has been caused by measures involving external factors such as the pandemic, operational insufficiencies, competitive aspects and also the shift in consumer demand and preferences (Abdou et al., 2020). Some of the factors that have affected the organisation in operating effectual revenue in the past three years are briefly discussed below.
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I. Impact of the COVID-19 pandemic: One of the major reasons behind the downturn is the pandemic which severely damaged the hospitality sector, worldwide (Guillet et al., 2021). There have been major travel restrictions and shutdowns due to the lockdowns which caused event cancellations and decreased number of staying consumers which eventually impacted the revenue generation (BBC, 2021). 
II. Rising operational costs: There are economic fluctuations present that impact the price level and due to the inflationary measures, the hotel faced higher operational costs. This affected the employee wages and external services. The City Hotel also faced declined COGS where the other operational measures remained at a high level affecting the profit margin.
III. Increased competition: Another factor that has impacted is the rise of the alternative options of hospitality services such as Airbnb and others. It is also seen that other competitors have served the local market of the Urban areas which led the hotel to lose the competitive edge (BBC, 2021).
IV. Shift in consumer demand: According to the environmental circumstances the demand of the consumers has been shifted. They have potentially focused on health and safety due to pandemic circumstances involving the pricing measures (Bharadiya et al., 2023). With a limited offering, the entity faced major difficulties in attracting such consumers as well.
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I. Inappropriate cost structure: Another probable area for reduced income is the cost structure that is followed by the organisation. For instance, the employee costs have amounted to high values which indicates overstaffing according to the hotel requirements (Abdou et al., 2020). On the other hand, the external costs are also responsible for the decline of the revenue impacting the profitability as well (Santos et al., 2022).
II. Lack of marketing: Promotional measures have been an essential aspect for establishing strong branding among other competitive organisations. The entity has not approached for such measures by which they failed to inform customers about their offerings. Marketing attracts potential customers as it enables them to know the hotels and their providers (BBC, 2021).
III. Absence of innovation: The entity provides minimal services which is found in any other hotels as well. In order to magnify their servings, they do not involve any innovative action in their operational areas (Bharadiya et al., 2023). This also causes a lack of motivation among the employees which results in lower productivity in the service. 
[bookmark: _Toc180159524]Strategic shortcomings
I. Unaware of opportunities: The entity may not be focused on the opportunities for expanding its business or improving its offerings. They did not change or modernise their offerings which missed opportunities to capitalise on serving guests with better services (Kimmel et al., 2020). 
II. Minimum market research: The entity is not focused on the market segments such as market trends and consumer demand and preferences. There have been major changes utilising the digital aspects which have been seen in consumer behaviours which can be another cause of the reduced revenue generation of the entity (Buhalis et al., 2022).
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Certain ways are present to recover from the declining circumstances of the City Hotels and in order to achieve such measures a comprehensive turnaround plan is required. The plan must contain the costing aspects, improving revenue generation and market-aligning proceeds (Atrill and McLaney, 2021). A brief understanding of such measures can be understood through the following. 
Cost control and operational efficiency
I. Workforce reconstruction: The entity must reduce employee costs by adjusting to the present business level. The reduction in staffing will allow them to maintain flexible work approaches lowering expenses (Talukder & Das, 2024).
II. Utility cost saving: the city hotel must opt for energy-saving actions to reduce their operating costs at different levels. They will be able to utilise expenses through using energy-efficient equipment and systems (Walker, 2021). 
III. Lease renegotiation: Another effectual factor will be attempting to renegotiate lease terms with the owners of the properties. This will allow them to reduce their long-term debt obligations improving their cash inflows and outflows.
Revenue growth and market expansion
I. Focus on local markets: The entity must aim to attain the regional areas for attracting customers for events such as getaways, and conferences. It will help them manage the revenue streams serving the event packages and serving new consumers (Walker, 2021). 
II. Conduct digital marketing and online presence: The entity must introduce its online presence by managing websites and conducting some marketing actions. They can opt for social media marketing and avail of search engine optimisation for developing their brand visibility (Walker, 2021).  
III. Dynamic pricing models: The entity must implement a dynamic pricing strategy for evaluating the cost of their rooms according to their demand. This will allow the organisation to generate revenue at peak timings adjusting the room occupancies (Chaurasia et al., 2020).
Enhancing customer experience
I. Upgrading services: Another strategy will improve the services for the utmost consumer experience. They must train their employees as well to boost consumer satisfaction and attract repeat consumers (Revsine et al., 2021).
II. Rearranging event spaces: They can evaluate their event and conference spaces for modernising the spaces. They will be able to serve higher-paying clients and increase bookings for different social events (Seal, 2019). 
III. Opt for partnerships: Founding partnerships with other businesses, tour operators, and restaurants or cafes will allow the business to offer attractive packages with efficient deals. The collaborative approach will lead them to attract customer interest at a greater number of travellers as well.
IV. Research and development: They must potentially construct research for gathering information about their competitors and their offerings. Apart from that, it will also lead them to understand the customer's demands and preferences as well according to which they will be able to construct their managerial aspects (Drury, 2021). 
Financial restructuring
One of the essential factors that must be considered by the entity is the monetary aspect which is one of the major reasons behind their decline (Noel, 2022). They must look at the following factors for measuring better evaluation of the revenue.
I. Debt restructuring: The entity must reallocate its existing debt considering its lenders for easing the repayment burden (Mowar, 2022). It will relieve their financial disruptions and negotiate with the lenders. This measure can involve the expansion of the loan terms and a decrease in the interest rates (Drury, 2021).
II. Equity financing: Another factor will be emerging external investors for collecting the capital for further projects. Although it will consider some portion of the business from the owner still, bringing the capital into the business will potentially accelerate their revenue generation. Thus, by focusing on such measures the City Hotel will be able to recover their losses (Drury, 2021).
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The above context concludes the significance of potential fiscal management in business associations. It has explained the ways ineffective expense management has caused a loss in the income generation of the organisation, City Hotel. It has also explained the ways they have operated their profitability, solvency and operational measures in the past years. There has also been an evaluation of the ways they faced such consequences in their business standing at the respective economic conditions. The case study has also discussed effectual strategies for improving such deteriorated circumstances in the business. It is to be said that, considering the factors that lead them to such a decline, the strategies will effectually recover the losses.
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Income Statement (in GBP)

Item 2021 2022 2023

Revenue 5248290 5307,480 2,325,440
Cost of goods sold (411,600)  (401,510)  (176,250)
Employee costs (1,724,760) (1,770,700) (1,233,160)
External expenses (1,894,720) (1,675,410) (1,071,030)
Taxes and duties (excluding income tax) ((144,070)  (133,020) (88,950)
Depreciation & amortisation (409,190) (634,030) (661,590)
Charges to provisions 5960 17,950 (55,550)
Other current operating income and expenses (40,520) (25,030) (41,100)
Other operating income and expenses 34,780 (11,000) (216,650)
Operating Income 664,160 674,730 (1,218,850)
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Balance Sheet (in GBP)
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