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1. [bookmark: _Toc180798909]Introduction 
 	The City Hotel is considered as an important business economy urban hotel which includes a full service restaurant, bar and function facilities that has been suitable for the various clientele groups including the tourists as well as the residents of the area. However there, in recent years, the operation becomes dynamic and full of challenges that the hotel has experienced a sharp decrease in revenues, occupancies, and customer satisfaction (Rather et al., 2021). This report will analyse the company’s financial performance and to identify strategy, focusing on the City Hotel. It will assess the trends of financial performance for the last three years, including such significant values ​​as revenue and profitability and expenses, liquidity, and solvency. Towards the end of the report, it will also focus on outlining measures through which profitability of the business can be revived; this be in consideration to the fact that it must assess internal factors that are having a negative impact, as well as the external economic conditions that are affecting the firm. 

2. [bookmark: _Toc180798910]Trends and Patterns in the Hotels Financial Performance over the Past Three Years
2.1. [bookmark: _Toc180798911]Revenue Analysis 
· 2021: £5,248,290
· 2022: £5,307,480 
· 2023: £2,325,440 
 	Revenues started a comparatively small increase (1.13%) from year 2021 to 2022 and drastically plunged by 2023 to about half of the 2021 level, that is 56% declination. This huge drop means that the hotel is losing sales in their products as well as market share and can be a result of stiff market competition or marketing advertising strategies. Annual growth rate, for instance, is around 5% on the average for similar hotels. The City Hotel, therefore, does not meet expected revenue growth rates (Drury, 2013). 

2.2. [bookmark: _Toc180798912]Expense Analysis
Cost of Goods Sold (COGS)
· 2021: £411,600
· 2022: £401,510
· 2023: £176,250

 	It is noteworthy that COGS claimed a progressive decline during the three years, though maintaining the ratio to revenue losses. 

Employee Costs: 
· 2021: £1,724,760
· 2022: £1,770,700
· 2023: £1,233,160
 	While net employee’s expenses fell in 2023, growth was not slow at the same rate as the revenue as this illustrated or the hotel’s ineffectiveness in controlling its employee cost.

2.3. [bookmark: _Toc180798913]Operating Expenses
· 2021: £1,894,720
· 2022: £1,675,410
· 2023: £1,071,030
 	Operating expenses with external sources of funds have declined significantly implying cost containment measures have been adopted. But, to increase customers, there remains further scope for optimizing this to match costs with the lowered income. When benchmarked against industry average for the same expense category The City Hotel spends more than 30% of its revenues on employee expenses that include wages and salaries (Sigala, 2020). This implies that staffing levels need to be evaluated and tested as well as the general performance of the hotel. 

2.4. [bookmark: _Toc180798914]Profitability Analysis
Operating Income
· 2021: £664,160
· 2022: £674,730
· 2023: £ (1,218,850)
 	The hotel underwent a change in financial position in 2023 where it went from being profitable to achieving a massive operating loss, an imperative position of a negative balance sheet. The operating profit margin of the hospitality industry is usually in the range 15-20%. The key performance indicators for City Hotel have shown a negative operating income in the year 2023 and is significantly lower than these benchmarks calling for the application of strategic plans to recover lost revenue and rein in expenses to achieve profitability (Atrill and McLaney, 2007).

2.5. [bookmark: _Toc180798915]Liquidity Analysis
 	The hotel has to be fully confident that it can cover short-term liabilities, especially when revenues go down. The current ratio of the present industry average has been identified at approximately 1.5 current ratio which is not effective enough for the industry. If the ratio is below this the problems of liquidity will occur in The City Hotel. Strategizing for short or near-term sources and evaluation of adequate control of cash flows can be required to sustain the business services (Baum and Odgers, 2021).

2.6. [bookmark: _Toc180798916]Solvency Analysis
 	Whether the hotel retrieves financing through debt or equity will influence the ability of the hotel to handle fluctuations in the economic cyclicality. The typical industry debt equity is approximately 0.5 to 0.7 that means it is necessary to control the debt equity ratio strictly. If The City Hotel is beyond this range, it means that the financing of this hotel is greatly dominated by debentures, therefore posing increased credit risk (Seal et al., 2018).

3. [bookmark: _Toc180798917]Key Reasons behind the Decline in Profitability
3.1. [bookmark: _Toc180798918]Impact of the COVID-19 Pandemic
 	The emergence of the COVID-19 virus had a severe impact on most areas of the hospitality industry due to extremely low occupancy rates and customer turnover. Measures such as laylocks and restrictions of movements made by governments led to either closure of the hotels or minimum occupancy hence affecting the income generating activities. The City Hotel, as many others, probably experienced a massive number of cancellations and a ceased incoming bookings, meaning the profit lost. They note that even as restrictions are released, the recovery has been unpredictable with customers still having concerns about traveling to hotels. 

3.2. [bookmark: _Toc180798919]Rising Operational Costs
 	The hospitality industry is currently experiencing a continuous increase in operating expenses because of inflation, supply issues and wages. In the UK inflation rates have gone high due to for instance, high energy prices and influence from geopolitical factors such as the Ukraine crisis (Chrysafis et al., 2024). These inflationary pressures have been realized in utility costs, food supplies and other make-up requirements which have eroded hotel margins. Furthermore, wage costs have been on the increase in the hospitality industry due to escalating competition for labor force. The costs of employees at City Hotel have still been high compared to what is generated in the market and most of the products and services have registered a decrease in demand which has dragged the overall profitability down.

3.3. [bookmark: _Toc180798920]Changes in Consumer Behaviour
 	After the pandemic, there was a definite trend towards more experience, as the customer focused on their individual needs towards the journey. Some forms of informal accommodations that are found frequently are short-term rentals, more specifically Airbnb; these have been shown to be more personalized and cheaper than conventional hotels (Migdadi, 2023). The decision makers of The City Hotel need to upscale the experience appeal and claim that they offer experiences that will deliver use and meaning to a range of experience seeking visitors going for experience-based holidays as opposed to traditional long hotel stays.

3.4. [bookmark: _Toc180798921]Economic Uncertainty and Cost of Living Crisis
 	In the present macro environment of the UK, there is a high level of risk and inflation affecting the consumer buying process. Most people and their households are experiencing the effects of high living costs out of inflation as they cut down on extraneous expenses like tourism and accommodation. Consequently, the occupancy level can keep falling and therefore, the income of The City Hotel decreases. Also, economic conditions are likely to discourage traveling businessmen and women in search of hotels where they will conduct their meetings and conferences (Askarany et al., 2024). 

4. [bookmark: _Toc180798922]Comprehensive Turnaround Strategy
 	The hotel would engage in steps in order to ensure that the single strategy used does not bring loss to the company. Through advertising services on event centers in the hotel, corporations and social occasions like weddings, conferences and séminal can be secured. The trend towards multipurpose event space means there are opportunities to occupy rooms in times other than normal business hours (Singgalen, 2024). Targeting three markets will create a one-stop-shop proposition of venue rental, food, and beverage, and accommodation that will make the hotel even more popular among the event organizers. Furthermore, there is an opportunity in introducing wellness and health retreat in order to capitalize on the increasing market of wellness tourism (Song, 2023). By creating additional services to be included in the hotel; yoga retreats, spa section, and health focused workshops, the hotel is able to attract a whole new class of guests looking for a place to recharge and rejuvenate. Another tactical decision is agreement with local companies in the development of exclusive offers (Tranter et al., 2014). These packages could be in form of sightseeing tours, culinary lessons and more that involves the region. Further, it is necessary to develop club and loyalty programs to enhance repurchase intentions. In return, the hotel will offer different discounts, current offers, and probably extend certain times of events in order to encourage loyalty among the guests for constant flow of its revenues (Gupta and Dixit, 2022; Kim et al., 2023).

4.1. [bookmark: _Toc180798923]SWOT Analysis
	Strengths
	Weaknesses
	Opportunities
	Threats

	- Prime location in an urban area with access to tourists and business clients. 
- Comprehensive facilities including a restaurant, bar, and event spaces. 
- Established brand with potential customer loyalty.
	- Declining revenue and occupancy rates in recent years. 
- High operational costs due to labor and maintenance. 
- Limited service differentiation in a competitive market.
	- Market expansion by targeting local events and corporate clients. 
- Enhanced services with unique dining and event experiences. 
- Sustainability trends appealing to eco-conscious travelers.
	- High competition from other hotels and alternative accommodations. 
- Economic uncertainty affecting travel demand. 
- Rising costs in supplies and utilities impacting profitability.



4.2. [bookmark: _Toc180798924]Ansoff matrix 
 	A tool for strategic planning, the Ansoff matrix offers a framework to assist marketers, senior managers, and executives in creating plans for future company expansion. It bears the name of its inventor, Igor Ansoff, a Russian American who worked as a business manager and applied mathematician (Mwenda and Obuba, 2023). Product development should be the main emphasis of this hotel. The existing products and services can be improved by improving gadgets such as a smart television and environmentally friendly soaps boost comfort, and environment friendly is admired by many tourists (Wild and Shaw, 2019). Besides, placing events like business workshops, themed dinner, locale events etc., in the hotel event venue also increases the customer base includes residents of the country and business organizations. Transforming dinner experience may be distinctive and be possibly involving local chefs could give a new dimension to the restaurant of the hotel as well as to make it appealing to consumers (Clarissia, 2020; OMOSA, 2022). 

5. [bookmark: _Toc180798925]Financial projections
Table 1: Financial Projection
	Item
	2024 (Projected)
	2025 (Projected)
	2026 (Projected)

	Revenue
	2678256
	3213907
	4016634

	Cost of Goods Sold (8%)
	214260.48
	257112.56
	321330.72

	Employee Costs (30%)
	803476.8
	964172.1
	1204990.2

	External Expenses (20%)
	535651.2
	642781.4
	803326.8

	Depreciation & Amortization
	600000
	600000
	600000

	Taxes (3%)
	80347.68
	96417.21
	120499.02

	Other Operating Income/Expenses
	-20000
	-20000
	-20000

	Operating Income
	464519.84
	673423.73
	986487.26

	Net Income
	464519.84
	673423.73
	986487.26




Figure 1: Financial Projection for next 3 years

	Column1
	Column2
	Column3
	Column4

	Projected Balance Sheet for The City Hotel
	2024
	2025
	2026

	Assets
	
	
	

	Current Assets
	
	
	

	Cash and Cash Equivalents
	£350,000
	£500,000
	£600,000

	Trade Receivables
	£500,000
	£600,000
	£700,000

	Other Receivables
	£300,000
	£350,000
	£400,000

	Inventories
	£30,000
	£35,000
	£40,000

	Current Financial Assets
	£120,000
	£130,000
	£140,000

	Total Current Assets
	£1,400,000
	£1,615,000
	£1,930,000

	
	
	
	

	Non-Current Assets
	
	
	

	Property, Plant, and Equipment (net)
	£3,800,000
	£3,900,000
	£4,000,000

	Goodwill
	£4,500,000
	£4,500,000
	£4,500,000

	Other Intangible Assets
	£1,900,000
	£1,900,000
	£1,900,000

	Right of Use Assets
	£3,700,000
	£3,800,000
	£3,900,000

	Deferred Tax Assets
	£600,000
	£700,000
	£800,000

	Total Non-Current Assets
	£14,500,000
	£16,000,000
	£16,100,000

	
	
	
	

	Total Assets
	£15,900,000
	£17,615,000
	£18,030,000

	
	
	
	

	Liabilities
	
	
	

	Current Liabilities
	
	
	

	Trade Payables
	£400,000
	£450,000
	£500,000

	Short-term Borrowings
	£50,000
	£40,000
	£30,000

	Current Tax Liabilities
	£30,000
	£40,000
	£50,000

	Other Current Provisions
	£10,000
	£10,000
	£10,000

	Other Current Liabilities
	£1,000,000
	£900,000
	£800,000

	Total Current Liabilities
	£1,490,000
	£1,440,000
	£1,390,000

	
	
	
	

	Non-Current Liabilities
	
	
	

	Long-term Borrowings
	£8,500,000
	£8,000,000
	£7,500,000

	Long-term Lease Debt
	£3,000,000
	£2,800,000
	£2,500,000

	Other Non-current Provisions
	£40,000
	£40,000
	£40,000

	Deferred Tax Liabilities
	£350,000
	£300,000
	£250,000

	Total Non-Current Liabilities
	£11,890,000
	£11,140,000
	£10,340,000

	
	
	
	

	Total Liabilities
	£13,380,000
	£12,580,000
	£11,730,000

	
	
	
	

	Equity
	
	
	

	Share Capital
	£2,620,370
	£2,620,370
	£2,620,370

	Retained Earnings
	£300,000
	£1,000,000
	£1,600,000

	Net Income for the Year
	£1,070,000
	£1,500,000
	£2,080,000

	Total Equity
	£4,520,370
	£5,120,370
	£6,300,370

	
	
	
	

	Total Liabilities and Equity
	£15,900,000
	£17,615,000
	£18,030,000



5.1. [bookmark: _Toc180798926]Analysis 
 	From the financial projections of The City Hotel with reference to the year 2024 to 2026, the following changes in totals have been projected: For 2024, the total is £2,678,256, while for 2026 it is £4,016,634. Operating income shows a major improvement while the hotel has to pay attention to its increasing levels of cost such as employee costs and external costs that embody the scale of operation increase (Bhimni, 2006). Total assets also reflect an increase, through the acquisition of fixed assets: property and equipment, and total liability is reduced to enhance equity from £4,520,370 to £6,300,370. Therefore, there should be an indication that once well-managed and with proper more ubiquitous investment, The City Hotel can improve profitability and financial solace.

6. [bookmark: _Toc180798927]Recommendations  
The recommendations are as follows:
· To improve profitability, the hotel must implement strict cost control measures. This includes renegotiating supplier contracts, optimizing inventory management, and conducting regular financial reviews to identify areas of wastage. 
· The hotel should consider ways to generate more revenues including providing venue for events like meetings, Seems, and wedding, providing catering services among others and the hotel should engage in promotion of each other’s products and services with the local businesses.. Successful restaurants can start a new menu segment or organize special theme nights to lure local clientele, which will bring more consumers to the business (Seal et al., 2018).
· The second is mainly to train the employees such as hosting corporate events, offering catering services, and developing partnerships with local businesses for cross-promotions. Expanding the restaurant menu or introducing themed nights can attract local patrons and increase foot traffic (Walker, 2021).
· Another recommendation is to mainly train employees. Therefore, there is also need to work in regard to the employees that can help the company. Providing management and employees’ feedbacks in return at least once can be effective in the organization. Selection and employees relation should focus on the hotel’s climate in the organization. The ought to be rewarded and motivated based on how the perform their tasks.

7. [bookmark: _Toc180798928]Conclusion 
 	In order to conclude this report, the City Hotel faces tremendous challenges that need a strategic management turnaround. The primary reason to concentrate on operational management and orientating the successful strategies of The City Hotel towards the constant evolution of operations, profitability may be easily reclaimed and strong sustainability in the field of the hospitality industry may be achieved.
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Financial Projection for Different Elements

2024 (Projected)	Revenue	Cost of Goods Sold (8%)	Employee Costs (30%)	External Expenses (20%)	Depreciation 	&	 Amortization	Taxes (3%)	Other Operating Income/Expenses	Operating Income	Net Income	2678256	214260.48000000001	803476.79999999993	535651.20000000007	600000	80347.679999999993	-20000	464519.84	464519.84	2025 (Projected)	Revenue	Cost of Goods Sold (8%)	Employee Costs (30%)	External Expenses (20%)	Depreciation 	&	 Amortization	Taxes (3%)	Other Operating Income/Expenses	Operating Income	Net Income	3213907	257112.56	964172.1	642781.4	600000	96417.209999999992	-20000	673423.73	673423.73	2026 (Projected)	Revenue	Cost of Goods Sold (8%)	Employee Costs (30%)	External Expenses (20%)	Depreciation 	&	 Amortization	Taxes (3%)	Other Operating Income/Expenses	Operating Income	Net Income	4016634	321330.71999999997	1204990.2	803326.8	600000	120499.02	-20000	986487.26	986487.26	



