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[bookmark: _kucwxscp43y0][bookmark: _Toc179740996]Introduction
Financial management is an essential discipline for business organisations as it keeps resource deployment, cost and revenues at a reasonable level. Particularly for hospitality organisations, maintaining and ensuring growth in these domains are paramount to achieving profitability (Tranter et al. 2014). The City Hotel is situated in an urban environment and provides guests with accommodation, restaurant, and bar facilities, as well as catering for events. It targeted market share, revenue per available room and customer satisfaction, which has recently declined with people questioning its sustainability. This report aims to evaluate the hotel’s revenue trends, determine the causes for the decline as well as come up with a final recommendation on how to revive the business. There are several goals to reflect: The major goal is to get the hotel’s financial situation corrected and the hotel to have a better ranking in the marketplace.
[bookmark: _1ph3ojm9v89u][bookmark: _Toc179740997]Financial Analysis
[bookmark: _pre7xr4e08kt][bookmark: _Toc179740998]Revenue analysis
The analysis of revenue is essential for hotel business management as it allows to optimise the expenditure of resources on the formation and implementation goals. Revenue forecasting represents a component of a management system that emphasises established management laws and principles (Mazaraki et al. 2024). The revenues for City Hotel have shown a strong decline in the last three years, especially in 2023. Revenue only somewhat increased from 2021 to 2022, however, 2023 plummeted to under 44% of the previous year. This partly shows that it has reached a critical nadir most likely hobbled by external forces and internal vices such as poor returns, intense competition or a slowdown in the economy. The changes in revenues by segments indicate relatively stagnant room revenues, which implies lower room sales, while revenues of restaurants and bars record a fairly better outlook, but still could not balance the negative results. Therefore, these stagnated event revenues were missed opportunities for the organisation to explore new sources of income.
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Figure 1: 3 years revenue of City Hotel
(Source: Self-made)
[bookmark: _nwkagx5efcng][bookmark: _Toc179740999]Expansion Analysis
The expense analysis of City Hotel suggests that there is a declining trend in major categories and the trend is quite predominant in the year 2023. Competition in the bands in emerging economies forces the hotel brand to optimise expansion and gain a competitive advantage by investing more in different domains (Sainaghi et al. 2020). Two major categories of expenses, which are employee costs and other operating expenses reduced in 2023 to reflect cost savings or operations reduction. Depreciation and amortisation were the most significant in the year ending 2009, and these have been rising each year, albeit at slightly different odd rates, indicating that the firm might be engaging in capital-intensive investments. Third, there is an increase in exceptional “Other Operating Income & expenses” from 2021 being a profit to a huge expense in 2023. The reduction in provisions a few pre-analytic signs of some financial changes, such as fluctuations, point to mismanagement or operational problems requiring further investigation. Altogether, expense savings are not comparable to revenue contractions, implying inefficiency.
[image: ]Figure 2: 3 years expanses of City Hotel
(Source: Self-made)
[bookmark: _93jl0yezfeez][bookmark: _Toc179741000]Profitability Analysis
The profitability ratios show a declining trend for City Hotel for the last three years. Thus, the Gross Profit Ratio stood at 92 per cent, which implied that the core operation had not recorded a decline in the efficiency of controlling the cost of goods sold. A higher value of profitability ratios compared to the previous period indicates that there has been an improvement in the financial situation of the company (Mitrović et al. 2021). However, the Operating Profit Ratio was noticeably lower and has fallen far more notably from 12.71% in 2022 to -52.38% in 2023 due to an increase in operating expenses and a decline in operating revenue, which has a negative impact on efficiency.
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Figure 3: 3 Years Profitability Analysis
(Source: Self-made)

The Net Profit Ratio also has declined from 6.36% in 2021 to -48.76% in 2023 which narrated a high strain of moving from profitability to loss due to rising costs, declining revenues or both. The decline in net profit means an organisation is not effectively managing its financial health as it is not receiving money after all the expenses (Yenidogan et al. 2021).  This is elaborated in the ROA and ROE ratios, where the former became negative in 2023 at - 7.25% and ROE at -80.38%, meaning that the hotel is not generating enough income to cover its assets or equities (Refer to appendix 4). The ROA gives a picture of how well City Hotel is able to use its total assets to generate net income. This means that the efficiency rate was only moderate in 2021, with the ROA standing at 2.6%. Though that lowered to 1.9% in 2022, this shows low returns against high assets, which means less profitability. It turned negative in 2023 with an ROA -7.3%, meaning that not only are the assets not generating profits but they are part of the loss-making equation. This critically indicates severe operation and financial inefficiency status in an organisation’s asset management situation, stressing the criticality of the application of effective asset management and cost reduction strategies to the enhancement of overall profitability status.
The Current and Quick Ratios have slightly lowered themselves below 1 in the year 2023, showing that the firm had certain liquidity problems. The current ratio between assets and short term debts allows to measure firms' liquidity (Pavone et al. 2023).  The Equity Ratio also declined to 9.01% while the Debt Ratio increased to 90.99, showing that there is an indication of the use of a higher proportion of debt funds. The total debt-to-equity ratio tripled from 264% in 2022 to over 1000% in 2023, meaning that the company’s capital structure became unsustainable. These trends point to a compelling need to solve two problems: the need to rein in costs and solve the problem of revenue deficits and debt burden.
[bookmark: _xu55ga64efh1][bookmark: _Toc179741001]Solvency Analysis
A recent analysis for the SOL showed a significantly rising Debt-to-Equity Ratio: from 474.03% in 2021, it reached a concerning level of 1011.04% in 2023; therefore, such an oriented approach to financing actually threatens the company’s stability. The solvency ratio is the measurement of an organisation’s ability to pay all its short and long-term obligations (Malikah, 2021). The solvency analysis indicates that the Interest Coverage Ratio declined from 2.78 in 2021 to -1.86 in 2023, meaning that it could not afford to pay the interest on its loans out of its EBIT. This negative coverage ratio shows an important weakness concerning liquidity, implying solvency. 
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Figure 4: 3 years Solvency Analysis
(Source: Self-made)
[bookmark: _mt6yz28rdkpd][bookmark: _Toc179741002]Key Reasons for Decline 
[bookmark: _adann4nhnjs5][bookmark: _Toc179741003]Internal Analysis 
VIRO Framework is used to identify the way internal resources contribute to the achievement of an organisation. VIRO analysis incorporates four attributes including valuable, rare, inimitable and organisation (Amaya et al. 2024). The VIRO analysis suggests that although the City Hotel has ranked significant and inimitable resources including the offered services’ diversity and customer loyalty, some factors hamper long-term competitive advantage. Concerning location, the hotel is located in a strategically urban area and, therefore, is not distinctive enough to guarantee consistent competitive advantage, thus giving rise to a place of temporary competitive advantage. Moreover, evidenced by problems with cost control and a decline in service quality, inefficiencies in operational organisations show that their competitive parity does not allow for the optimal use of available resources. Such factors have made the impression of a decrease in profitability. Although they have rock-solid asset bases, internal predictions and soaring costs are now cutting into the margins. Furthermore, there is pressure from outside that includes high competition in the market and a shift in consumer buying habits that has made these challenges even worse. The City Hotel needs to address the operational issues that slow down the company’s financial growth and find ways to maximise the potential benefits, such as greater service individualisation and improved facilities.
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Figure 5: VIRO analysis of City Hotel
(Source: Self-made)
[bookmark: _fnffjg14kdw3][bookmark: _Toc179741004]External Analysis
The external analysis shows that on the political side, moderate stability and possible change in regulations have increased operation costs, hence the impact on profitability. On the operational economic growth, the UK projected growth of 1.1% by the end of the year 2024 presents a good chance in demand however, City Hotel fails to grab this chance because internal factors constrain its demand. On the other hand, the increase in tourism should contribute positively to the improvement, but the lack of a strong market share hinders the hotel’s expansion. From the technology viewpoint, it is a great weakness because 80% of the respondents are willing to provide their data in exchange for personalisation and e-commerce improvements. In terms of environment, a trend that has gradually emerged is that consumers’ awareness of environmental conservation is not well addressed by City Hotel, such a deficiency makes this business less attractive to green consumers. In other words, City Hotel could benefit from the following external opportunities but has not, and instead of controlling increasing costs, the deterioration of the margins is the reason for the decline of City Hotel's financial performance.
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Figure 6: PESTE Analysis for City Hotel
(Source: Self-made)
[bookmark: _w3nai5vdxaw9][bookmark: _Toc179741005]Turnaround Strategy for City Hotel
5.1. Money Generating Processes
The recommended strategy for City Hotel is to negotiate local marketing and sales strategies to stimulate the influx of tourists such as digital promotions and cooperation with online platforms for tourists. For instance,  Premier Inn provides discounts and offers for loyal customers by  upgrade the loyalty programs that increase the share of preferences for the regular guests (Premierinn.com, 2024). Hence City Hotel can incorporate the strategy to expand its revenue sources from travel and  venture into such other related services as event hosting and travel package services. 
5.2. Cost Control Measures
It is essential for City Hotel to manage cost of operations by optimising energy uses and implement digital check-in process. For instance, Travelodge Hotel positioned itself in an attractive value segment as a low cost operators and offer standardised modern guest rooms at affordable price to improve revenue (Travelodge.co.uk, 2024).  City Hotel can periodically work with suppliers to lower these costs and implement Best-in-class operating model to streamline the revenue management system through distributing capability and efficient cost base. 
5.3. Financial Restructuring
It was also recommended that City Hotel could consider debt refinancing with a view of lowering interest expenses or appeals for equity infusions. For instance, the Hilton London Bankside arranged equity fund form Oak North and HSBC and received a loan of £232 million for improving future work (Hospitalityinvestor.com, 2024). Effective engagement with new investors like HSBC will also allow City Hotel to secure long-term financial support and stabilise its business’s overall health condition. 
5.4. Operational Improvements  
Upgrade and refurbishment of existing facilities, including furniture and décor, innovative distinctive room designs, and energy-efficient amenities, will improve the customer experience of clients. For instance, the Savoy London is the first hotel chain that incorporated staff training enhances service delivery in a bid to deliver consistent quality services in line with core business value (Thesavoylondon.com, 2024). Successfully implementing staff training for service quality improvement can give a new impulse to City Hotel.
5.5. Risk Management Plan  
City Hotel should ensure that it undertakes contingency planning in terms of funds necessary to handle adverse situations, regulatory risk management strategy. The disagreement of conducting market analysis on a regular basis to find out new threats indicates a lack of insurance, which responds to possible losses and conforms to the norms of the industry.
[bookmark: _kndiyr7ll3mf][bookmark: _Toc179741006]Financial Projections 
[bookmark: _pqnh34swz5y9][bookmark: _Toc179741007]Projected Income Statement
The forecasted income statement focused on a gradual rise in revenues and net income from the year 2025 to 2027 to ensure maintaining positive trend. However, cost control still crucial because the operating cost is still increasing. There is also a limited control of costs, which means that City Hotel needs to attract and retain customers while at the same time cutting back expenses as much as possible through efficiency and negotiating better contracts with suppliers. By minimizing consumption expenditures, operating profits will be improved and Net operating profit margin will be scaled and guarantees the following net profit figures.
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Figure 7: Project Income Statement
(Source: Self-made)
[bookmark: _memeqp5aylu7][bookmark: _Toc179741008]Cash Flow Projections
The cash flow forecasts and the values indicate improved liquidity: net cash flow will rise from £500,000 in 2025 to £900,000 in 2027. To sustain this, other financial transformations like the refinancing of debts and looking for equity funds can improve the operating cash flow from financing activities. This approach will allow City Hotel to minimize interest expenses along with building a better cash cushion, and contribute to further enhancement of operations and create more stable and prosperous financial outlook.
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Figure 8: Cash flow projection
(Source: Self-made)
[bookmark: _so9nu5mdjr18][bookmark: _Toc179741009]Break-even Analysis
The break-even analysis suggest a reduction in break-even point from 15000 units in 2025 to 14286 units in 2027 as a result of high ASPs and proper cost management strategy. This trend supports the revenue enhancement activities including expansion of services and better marketing to get more customers that are willing to pay a higher price. Given that City Hotel will be able to achieve both customer retention rate and up sales rate above predetermined set points, then profitability standard can easily be attained even though the overall number of units being produced may be small.
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Figure 9: Break-even analysis
(Source: Self-made)

[bookmark: _pkdhylj5nd76][bookmark: _Toc179741010]Conclusion 
Some of the internal problems highlighted in the report include internal operational deficiencies, failure to integrate technology solutions into the hotel’s services, and market loss touch points in the green consumption sector. This proposed turnaround strategy, therefore, is feasible notably in terms of enhancing revenues, controlling costs, and making improvements on operating activities. These changes can return profits to at least break-even level, and thus position City Hotel as a competitive player in the changing UK hotel sector.
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[bookmark: _j80d9albiscs][bookmark: _Toc179741012]Appendix
1. [bookmark: _s6birw9ty7di][bookmark: _Toc179741013]Revenue Analysis
	Year
	Total Revenue (GBP)
	Rooms (Estimated %)
	Restaurants & Bar (Estimated %) 
	Events (Estimated %)

	2021
	5,248290
	60%
	30%
	10%

	2022
	5,307480
	58%
	32%
	10%

	2023
	2325440 
	55%
	35%
	10%



Table 1: 3 years revenue of City Hotel
Source: Self-made
2. [bookmark: _fgz0zq6ivxzd][bookmark: _Toc179741014]Expansion Analysis
	Expanse Category
	2021 (GBP)
	2022 (GBP)
	2023 (GBP)

	Cost of Goods Sold
	411,600
	401510
	176250

	Employee Costs
	1724760
	1770700
	1233160

	External Expenses
	1894720
	1675410
	1071030

	Taxes and Duties
	144070
	133020
	88950

	Depreciation & Amortisation
	409190
	634030
	661590

	Charge to Provisions
	5960
	17950
	55550

	Other Current Operating Expenses
	40520
	25030
	41100

	Other Current Operating Expenses
	34780
	11000
	216650

	Total Expenses
	4584120
	4668650
	3433180



Table 2: 3 years expanses of City Hotel
(Source: Self-made)


3. [bookmark: _72mxri8h3z4c][bookmark: _Toc179741015]Profitable analysis 

	Ratio
	Formula
	2021
	2022
	2023

	Gross Profit Ratio
	(Gross profit/Net Revenues) * 100
	92.14%
	92.45%
	92.39%

	Operating Profit Ratio
	(Operating Profit/ Net Revenues) * 100
	12.65%
	12.71%
	-52.38%

	Net Profit Ratio
	(Net Profit/ Net Revenues)* 100
	6.36%
	5.74%
	-48.76%

	Return on Assets (ROA)
	(Net Income/Total Assets
	2.58%
	1.91%
	-7.25%

	Return on Equity (ROE)
	(Net Profit/ Total Equity)
	14.77%
	11.76%
	-80.38%

	Assets Turnover Ratio
	(Net Revenues/ Average Total Assets)
	81.11%
	36.78%
	14.73%

	Current Ratio
	(Current Assets/ Current Liabilities)
	0.97
	0. 93
	0.64

	Quick Ratio
	(Current Assets-Inventory) / Current Liabilities
	0.95
	0.92
	0.62

	Equity Ratio
	(Total Equity/Total Assets) * 100
	17.44%
	16.22%
	9.01%

	Debt Ratio
	(Total Liabilities/ Total Assets) * 100
	82.56%
	83.78%
	90.99%

	Debt to Equity Ratio
	(Total Liabilities/Total Equity)
	474.03%
	521.38%
	1011.04%


 
Table 3: 3 Years Profitability Analysis
(Source: Self-made)
4. [bookmark: _cfsormqjsepy][bookmark: _Toc179741016]ROA

	Year
	Net Income (GBP)
	Total Assets (GBP)
	Return on Assets (ROA) (%)

	2021
	333,930
	12,941,110
	2.6%

	2022
	304,650
	15,921,080
	1.9%

	2023
	(1,134,950
	15,653,970
	-7.3%


Table 4: Return on Assets Analysis
(Source: Self-made)
5. [bookmark: _d25nexzgwo5m][bookmark: _Toc179741017]ROE

	Year
	Net Income (GBP)
	Total Equity (GBP)
	Return on Equity (ROE) (%)

	2021
	333,930
	2,256,180
	14.8%

	2022
	304,650
	2583030
	11.8%

	2023
	(1,134,950)
	1,410,580
	-80.4%


Table 5: Return on Equity Analysis
(Source: Self-made)
6. [bookmark: _cwmordklzqmr][bookmark: _Toc179741018]Solvency Analysis

	Ratio
	Formula
	2021
	2022
	2023

	Debt to Equity Ratio
	(Total Liabilities/Total Equity)
	474.03%
	521.38%
	1011.04%

	Internet Coverage Ratio
	(EBIT/Interest Expenses)
	2.78
	2.53
	-1.86

	Long-term Debt to Total Assets Ratio
	(Long-term Debt/Total Assets)
	(62.78%)
	(52.70%)
	66.80%




Table 6: 3 years Solvency Analysis
(Source: Self-made)
7. VIRO for Internal Analysis 
	Valuable
	Rare
	Hard to imitate
	Organised
	

	Yes
	No
	Yes
	yes
	Competitive parity 

	Yes
	Yes
	Yes
	Yes
	Temporary competitive advantage

	Yes
	Yes
	Yes
	No
	Unused competitive advantage

	Yes
	No
	No
	Yes
	Long-term competitive advantage



Table 7: VIRO Analysis of Internal Factors
(Source: Self-made)
8. [bookmark: _vaq37zszb36u][bookmark: _Toc179741019]PESTE for External Analysis



	Factors
	Current Situation in the UK 
	Impact on City Hotel

	Political 
	The governance value of the UK is 0.5, and the Percentile Ranking is 62.26 (Worldpopulationreview.com (2024). 
	Moderate political stability and potential regulatory changes increased the operational cost of City Hotel and impacted its profitability. 

	Economic
	The UK economy is expected to grow 1.1% by the end of 2024 (BBC.com, 2024).
	The economic growth is increasing the demand for hotel services and providing financial opportunities for City Hotels.

	Social
	VisitBritain is forecasted to serve nearly 38.7 million inbound visits and spend nearly £32.b billion in 2024 (Visitbritain.org, 2024).
	The growing number of tourists in Britain is increasing the opportunity for City Hotel. However, the lack of ability to attract an audience is causing the organisation to face difficulties. 

	Technological

	The UK hospitality industry is constantly focusing on embracing e-Commerce innovation, as 80% of travellers are willing to share their data for personalised services (Giftpro.co.uk, 2024).
	The balance sheet of City Hotel suggests its lack of focus on technology for personalised services. Hence it is hindering its competitiveness and resulting in lost revenue opportunities and financial declines. 

	Environmental
	The consummation rate of eco-friendly hotels grew by 38% from 2019 to 2024 (Statista.com, 2024). 
	The lack of adapting eco-friendly interventions also affects the customer attracting ability of City hotels.



Table 8: PESTE Analysis of City Hotel
(Source: Self-made)
9. [bookmark: _hxuclo9zb6z][bookmark: _Toc179741020]Projected Income Statement
	[image: ]
Table 9: 3 years income projection of City Hotel
(Source: Self-made)


10. [bookmark: _i7z7fgslxwrm][bookmark: _Toc179741021]Cash Flow Projections
[image: ]
Table 10: 3 years cash flow estimation for City Hotel
(Source: Self-made)
11. [bookmark: _4ro5e1pp677g][bookmark: _Toc179741022]Break-even Analysis
[image: ]
Table 11: 3 years break-even analysis for City Hotel
(Source: Self-made)
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embracing the ¢-Commerce
imovation a5 80% of the
travelers are willng to share
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services (Giffprocouk,
204),

The balance sheet of City.
Hotel suggests ifs lack of
focusing on technology for
‘personalsed. services. Hence

it B

competifiveness and resulting
in lost revenue opportnities
and financial declines

Eindering._its

‘Enviornmental

The_consummation rate of
eco.friednly hotel grews by
38% fom 2019 fo 2004
(Statistzcom, 2024)

The lack of adspting
eco.friendly infervention also

affects
atracting
Botls.

e customers
ability of City
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