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EXCUTIVE SUMMARY
In this report the city hotel has been experiencing a decline in revenue, occupancy rate and the satisfaction of their customers. The income sheet and balance sheet were given to identify the issue and see if there is a solution to the problem. Looking at the income statement it shows that the employees’ cost is more than the occupancy rate. Why are there more employees than customers, this does not add up. There are also more external expenses than employee cost. To solve this issue, they need to look at redundancy for some of the employees, look at negotiating with the external contractors to find a way to cut down this cost. Since 2020 to mid-2021, the UK economy has been dealing with one crisis after another. With covid 19 putting the world on a total lock down, which hit the hospitality industry the most because travel was restricted and being in a crowded area was also not allowed.  This has a huge impact on the revenue of the city hotel. After covid came cost of living crisis, so people did not have money to eat out or go away to an hotel. this also had an impact. While going a cost-of-living crisis, then came the war between Russia and Ukraine, which made the cost-of-living crisis even more as food became impossible to purchase by some household. Other hotels went through the same thing but they had a solution to the constant crisis.  This hotel can be saved by using employee to do some of work that would be done by external contractors, having managers do more work, renovating the hotel to attract customers, especially ones who will provide free publicity on social media. Try bringing investments forward to help with renovations and marketing. A fresh renovation can help boost your hotel. 
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[bookmark: _Toc182439593]INTRODUCTION
Analysing the City Hotel financial statements, their income does not cover all their expenditures. The cost of goods has decline over the years and their operating income has increase more than double the amount. The employee cost is too high and their external expenses. The cost of goods has decreased more than 50% since 2022 just after covid. In 2021 the cost of good was more in that year and that when most hospitality business were having a struggle due to the lockdown and travel restrictions. A lot of hotels failed in late 2020 to earlier 2021 but increase sales in late 2021 due to a lift from the covid 19 banned restrictions.  There is no record of what happen with the city hotel before 2021 but moving on from that, the employees’ cost is too high and it seems they have more employees than they have customers, this needs to be looked at and see whether the hotel can be saved or not. The UK economy was in recession in 2023 and that had an impact on the hospitality industry. This is where the cost of goods and services had a massive decrease in revenue. Looking at other income and expenses, it shows where there is an increase and this needs to be looked at to see weather any cost can be removed or any revenue can be used towards helping the hotel with expenses.
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The City Hotel is not just a hotel, it’s also a hotel with restaurant, bar and event facilities. This means they are ways they can boost their income. Looking at the income sheet and the and the balance sheet, it’s clear where things have gone wrong. From the income statement, its clear that their employees and external agencies costs are too high, where the cost of employee in 2021 went from £1,724,760 to £1,770,700 in 2022. That is a £45,940 increase, even though the employee cost is still high in 2023, it was decrease by £537,540 from 2021 to 2023. In 2023 the UK economy fell into recession in the later part of 2023 “strikes from the public sectors, that decrease the productivity of the economy” (S.Maguire 2024). These events will affect travel which would affect hospitality. Since 2021 where the cost of goods sold was higher in sale price than in 2023 where the sale dropped to more than 50%. Since 2020 the world has been going through one disaster after another, from covid 19 to cost-of-living crisis, then the war between Ukraine and Russia, that affect most parts of Europe. “When Russia invaded Ukraine, it was another blow for the hospitality sector, as it cause food disruption that leads to food prices becoming high” (D. Mosolova 2024). With this increase on food prices, explain the rise of the external expenses for the city hotel. all these world events do have an effect on the hospitality sector and great strategy is needed to survive the current and forth coming economy. From the evidence on the income sheet, the city hotel is still trying to recover from the 2022 where the business shows signs of failure. The value of their assets has increase amazingly good by £3,318,960 since 2021, this may be able to invest in other areas that needs help.  One of the warning signs that should have been highlighted, is the employee cost rise in 2022 by £45,940 even though there was less income at that stage. In 2021 the employee cost was lower than 2022. Employees also has claims, and these claims needs to review at time to make sure they are business expenses, so that those expenses may be taken off the tax claims. Other income and expenses show that from 2022 it has increased from £11,000 to £216,650, that is a £205,650 increase in other income and expenditure. This needs to be addressed and go through the details to see what good income and bad expenditure for the business is and how this affects the revenue. Every details concerning the a loss in revenue needs to be addressed and taken into consideration.
 On the balance sheet, trade receivables are payments owed to the hotel, these are money owed by customers that need to be paid, so most of the company’s assets are tied up in unpaid bills. This is management issue, look at what the managers are doing, as £29,470 is unpaid income the hotel will be able to use to pay off a debt or even do some refurbishment to help with the marketing of the business. Non-current assets have increase since 2021 and its increasing at a good percentage over the last 3 years, these are assets that can be brought forward for some cash flow.  The retained earnings and other reserves, shows a decrease in capital, so we can see that the hotel is using this reserve to balance their books. With reserves it shows that they are investors in this company and dividends need to be paid. “Hotels face many risks some of these risks are, Energy bills, cost of living, coronavirus, cyber security and unexpected incidents” (NDML 2022). Cost of living has increase to nearly 50% of what it previously was, with food pricing hitting a 17% increase. Due to this crisis, hotel has raised their prices on food, beverages and accommodation to keep their business going. “this increase in our lives will affect household who has already facing a rise from the energy bills” (J.Rojas 2022). Energy bills are another risk that hotels must deal with. “Energy is the biggest overall increase, their electricity bills have multiplied three times the previous price and gas has gone up significantly” (C.Rice 2022). Late 2019 into 2020 and 2021, covid 19 hit the world by storm and the hospitality sector suffered the most. With the whole world being on lockdown and everywhere closing, the hospitality industry had the hardest it because they rely on tourist customers and being people being together. “While forced closures and restriction limit customers demand and business revenue” (G. Hutton 2022). Looking at the income statement its clear where covid had an effect from 2021 to 2022 with cost of goods having a £10,090 decrease in revenue but an increase in employee cost by £45,940. This is because employees were at work but no customers due to the lock down. Looking at another hotel during covid season is the IHG hotel groups. “In the 2020 they had a huge loss from 2019 where they made £27.9 BN and a decrease of 14.4 percent in 2020” (IHG hotel and resorts 2021). Most hotels found it difficult during the covid period due to the lockdown of the entire world.  Premier Inn had a solution to the cost-of-living crises and the staffing issue that was happening after the UK came out of lock down restrictions. Whitbread, owner of Premier Inn and other restaurants across the UK, had a plan to “increase staff wages, do more renovations by bringing their investment forward, as they say current employee wages are not covering household expenses” (H. Jones 2022). Premier had a huge lost due to covid 19, they had to take serious action to keep their company going. When lockdown happen, they “warned staff about possible lay off, managers took pay cuts, they discontinue their dividends pay out to their shareholders and spoke to their external contractors about rent cuts” (BBC News 2021). The city hotel may have a look at how Whitbread came up with this solution to ease pressure off their company. Most businesses enquire loss in the day to day running of their operation. Life do happen, covid happened, recession, the war with Russia and Ukraine which meant, a cost-of-living crises. Learning how to survive in the hardest times, shows the strength of a company.


[bookmark: _Toc182439595]CONCLUSION
To conclude this report, the city hotel can be saved. Looking at the income statement its clear where the problem is, the external expenses are more than the employee costs. In 2021 the external expenses where £169,960 more than the employee costs. It is not clear what happened before 2021 as there isn’t a record for the previous years. Moving on from 2021, that is where the profit began to decrease. In 2022 the employee expenses increase by £45,940, which is a lot of expense for the company, knowing that their costs of goods sold is £1,369,190 less than the employee cost. We can see that this is a reason why the company’s revenue does not add up. Charges to provision has increased since 2021, this is good for the income revenue for the hotel, but it is not enough to cover the external expenses that do not get covered by the cost of goods sold. The key behind the decline in revenue is mainly based on external contractors and employees. This can be rectified by doing a few meetings to have new contracts with employees and external contractors. Take a look at the outgoing, see that the income is way less than the outgoing, try to bring the books to break even, that way no loss can occur. Break it down to see how many rooms need to be booked each day to cover the employee cost and external expenses. Take a look at the recommendations and take on board some of the ideas that was suggested. The future of this hotel has a promising view and it can be turn around if recommendations are taken on board and actions are taken to restore the reputation of the hotel.
RECOMMENDATIONS
The city hotel can be saved by consolidation cost. This is where the hotel will bring financial statements together with its external contractors to renegotiate agreement to lower the expense the hotel has with these contractors. Redundancy of employee’s contracts for more beneficial mutual terms for both the hotel and its employees. It is also wise to use the more employees to cover contractual external work, to lower the expenses with the external contractors. The hotel has bar, restaurant and event facilities, with this more advertising is needed to expose these facilities of the hotel. The hotel has assets that can be turned into cash to do marketing for the hotel and its facilities. More rooms need to rent out also, trying new promotions in the quiet season to improve exposure will also help. Review the employees, try and understand why their customer service skills have been downgraded and customers are not happy. Provide a refresher course for all employee, move staff around until it works. Dismiss people if this needs to be done to save the business. Cutting cost is the way to gain more revenue. Managers needs more responsibility has well.  Think about bringing your investments forward to help with renovations, that will improve the hotel and the quality of service that is on offer. Newly renovated rooms, spaces and equipment also gets the customers interested. “A light refurbishment can improve the appearance and quality of your hotel” (D. Elphick 2024).  You need to grab customers attention so they can spread the news about the hotel and even putting it on their social media, which is free publicity.
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