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[bookmark: _Toc190961104]Introduction 
Managers make use of accounting information for implementing decisions and control-oriented activities (Drury, 2021). The case study report aims to cover the financial performance of City Hotel and a recommendation for improving the company’s overall operations. The overview is the evaluation of the patterns and trends in the financial performance of the hotel in the past 3 years based on profitability, expenses, revenue and hotels. The next section is to identify the key reasons behind the decline in the overall aspects of profitability for the organisation by taking into consideration the real-world events. Lastly, a comprehensive turnaround strategy is to be developed for the revitalisation of the financial health of the hotel. 
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Figure 1: Revenue of City Hotel 
(Source; Created by the learner)
Costs are associated for numerous types of organisations which are businesses, manufacturing enterprises and non-businesses (Seal, 2019). From the table, it was observed that the company’s revenue went upwards from £5,248,290 in 2021 to £5,307,480 in 2022. This indicates a growth of 1.13% in the period of one year. From the views of Chen et al. (2021), the increase in revenue of an organisation is mainly demonstrated through the rise in sales and making additions to any other sources of income. This also makes the company capable of earning higher profits and can help in the achievement of higher economies of scale. However, the revenue in the year 2023 fell drastically to £2,325,440 from £5,307,480 making it a downfall of more than 100%. This also had a negative impact on the company’s occupancy rate and unsatisfied customers also resulting in the decline in profits. 
Expenses 
Within the table, the cost of sales, costs related to employees and external expenses showed a potential downfall within the 2-year period. For instance, the cost of sales decreased from -£411,600 in 2021 to -£176,250 in 2023. A similar situation happened with the other two items. However, some other expenses showed a considerable increase in its expenses. Another one is the conversion of operating income in 2021 to operating expense in 2023. The city hotel incurred an income of £34,780 in 2021 and the expenses rose drastically to -£216,650. 
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Figure 2: Rising expenses of depreciation and amortisation 
(Source: Created by the learner)
The above figure highlights that depreciation and amortisation expenses increased to -£661,590 from -£409,190 in the 2-year span. 
Profitability 
Operating profit margin 
Formula = (Operating profit / Net Sales) * 100
2021
(664,160 / 5,248,290) * 100 = 12.65%
2022
(674,730 / 5,307,480) * 100 = 12.71%
2023
(-1,218,850 / 2,325,440) = -52.41%
Considering the findings of the profitability figures, there was a noticeable rise in the operating profit margin from 12.65% to 12.71% in the period of 1 year. The improvement in the operating profit margin usually takes place due to much better control of the prices, resources being utilised efficiently and streamlined approaches to marketing (Ugbebor et al., 2024). This also provides positive signals for the investors who are willing to invest in the organisation. However, the operating profit margins fell significantly in the year 2023 by being recorded at -52.41%. This is because the revenue earned by the company fell comparatively along with a considerable rise in the expenses of operations. There was also a fall in profits from £674,730 in 2022 to -£1,218,850 in 2023. 
Liquidity 
The liquidity of the firm can be highlighted based on the excess of current assets over current liabilities. Financial results in a hotel organisation are generally portrayed in ratios like the food cost ratio which is also divided by the total amount of food sales (Walker, 2017).
Current ratio
Formula = Current assets - Current liabilities  
2021
(1,891,970 / 1,957,360) = 0.97
2022
(1,965,340 / 2,107,750) = 0.93
2023
(1,285,880 / 2,014,600) = 0.64
From the calculations above, the liquidity levels of the organisation need a strong improvement since in all of the three years, the company could not have higher current assets over current liabilities. From the opinion of Siah and Ting (2023), an organisation might face struggling signs of meeting its short-term obligations if it has a current ratio that is below 1. 
Solvency 
Debt to equity ratio 
Formula = “Total liabilities / Total shareholder’s equity”
2021
10,684,940 / 2,256,180 = 4.74
2022
13,338,050 / 2,583,030 = 5.16
2023
14,243,390 / 1,410,580 = 10.09
From these figures the debt equity ratio for the organisation was already high and it further rose due to a significant rise in liabilities and a fall in shareholder’s equity. This also has a negative impact on the solvency of the organisations since the debt obligations are not catered efficiently thereby creating negative results related to financial instability during economic downturns. 
[bookmark: _Toc190961106]“Identify the key reasons behind the decline in profitability, taking into consideration, real world events and the current economy.”
Some of the reasons behind the decline in overall levels of profitability include rising inflation which have increased the overall costs, economic instability, poor service quality and Russia Ukraine war. 
· Rising inflation: There has been a considerable jump in the inflation levels from 2.5% to 3% which is considered to be the highest in 10 months (Race, 2025). Rising inflationary levels is a general indication that the price of both labour and materials tends to go up which also impacts the profit margins by creating an impact on the profit margins. The rising inflation also increased the costs of City Hotel by reducing its revenue and its overall occupancy rates resulting in a loss of customer satisfaction rate. From the views of Olusola et al. (2022), in an environment that is strongly impacted by inflation, an uneven rise in the prices can reduce the purchasing power of the consumers. This also increases the overall costs of operations for the hotels resulting in a negative influence on the overall ability to earn more profits. It can be aligned with the cost-push theory which is a demonstration that the rise in production such as higher wages or rising prices of raw materials can result in companies raising prices for the maintenance of profit margins. 
· Economic instability: The UK economy has been currently facing instability in its economic operations due to the slow growth, stagnant levels of productivity and the higher costs due to rising inflation rates. From the views of Tranter et al. (2014), market equilibrium takes place when the overall quantity supplied is equivalent to the demands made for quantity for that time. There has been a significant fall in the overall GDP levels from 8.6% in 2021 to 0.4% in 2023 (Statista, 2024). A significant downfall of GDP during that time had a negative influence on the operational costs in the hospitality sector. City hotel has also faced the challenges of fluctuations in its energy prices, variations in its overall supply chain operations and changes occurring in the market demands resulting in the fall of customer demand ultimately reducing room occupancy rates. 
· Poor service quality: Poor levels of service quality within the hospitality sector can have a significant impact on the business due to customer loyalty levels decreasing, revenue being lost and vanquishing the profit margins due to customers not happy with the services. Customers who are not happy with the services might spread negative word of mouth of the negative experience of its services with their respective family members and friends. These problems can include errors, inconveniences, having higher levels of misunderstanding and behavioural levels being rude or indifferent. This also results in an increase in customer churn rate, inefficiencies in operations rising and higher levels of complaints coming from the guests. The real-business cycle theory is related to the changes that are observed in the overall supply such as advancements in technology and shocks in productivity. 
· Russia Ukraine war: The Russia-Ukraine war created challenges for the entire hotel industry in the UK due to drop-in travel activities for businesses. The rising costs have been evidenced through rising energy bills to £3,000 per year from £2,000 per year with an increment of 50% (Espiner, 2022). This also made a negative influence on the drop in overall tourism practices by bringing a decline on the confidence levels of the consumers, travelling costs skyrocketing and higher fuel prices. The rising costs of energy such as higher electricity and heating costs have further decreased the profit margins. For instance, the company earned an operating income of £664,160 in 2021 which gradually fell to -£1,218,850 in 2023 resulting in a total downfall of more than 100%. 
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· Dynamic pricing for city hotel: Dynamic pricing incorporates a sound strategy where the City Hotel can adjust to its room rates that are related to the overall current conditions of the market such as competitive levels, demand and the levels of occupancy. As per the opinion of Tuncay et al. (2024), dynamic pricing for hotels adjusts the room rates that are directly aligned with the conditions of the market events on a real-time basis such as weather, competitiveness in the behavioural levels and general levels of supply and demand. Dynamic pricing can help the hotel in monitoring the hotel rates on a real-time basis that are related to the local events and the implementation of revenue management systems. This can help City Hotel to improve its revenue by implementing demand-based pricing that involves increasing prices during the peak holiday periods. 
· Improving the service quality for the customers: Service quality is one of the most important elements for the organisation to improve on its sales and increase the occupancy rates. Excellent levels of customer service is important for building stronger relationships with the customers that increases the chances of returning to the same hotel for future stays (Fetra and Pradiani, 2023). The guests who are satisfied with the services of the city hotel can play an important role in leaving positive online reviews for attracting new customers who are mainly focused on reliable options of accommodations. A positivity in word-of-mouth booking can also be observed that can not only decrease the customer churn rate but will generate more than higher revenues for creating a positive influence on the booking decisions. This can also result in higher rates of conversion. 
· Investment in automation to streamline the overall processes: An integration of tasks in the overall process of automation can help in managing reservations and levels of inventory levels. This includes a reduction in errors, giving a boost to the efficiency levels, carrying out seamless tracking of maintenance activities and proper payroll management. Some of the features related to automation processes include prioritising online booking services with the availability of real-time updates. Also, self-service check-ins can be useful in selection of their rooms without having higher waiting times for the front desk. Automated connection with the guests such as text-messages with reminders will not only increase the occupancy rates of the rooms but also improve the revenue and profits of the organisation. Automation can also be used for keeping the costs reduced by introducing proper inventory management processes. 
· Staff training: As per the views of Demirović Bajrami et al. (2022), providing sufficient training to the hotel staff can result in increasing the motivation levels of the staff, keep the employees engaged and improve their levels of confidence. These effects can bring reductions to higher levels of absenteeism, higher levels of staff turnover and having significantly higher burnout levels. This can also lead to both cross-selling and upselling opportunities. Also, staff who have received proper training can not only contribute to the productivity of the organisation but make sure that the company’s brand image is maintained. 
[bookmark: _Toc190961108]Conclusion 
Highlighting the findings of the assignment, there was a strong decline in the figures of revenue from £5,307,480 in 2022 to £2,325,440 resulting in the company facing operating losses of -£1,218,850 in 2023. This is also due to the rise in inflation levels, unstable economy, russia-ukraine war and poor customer satisfaction levels. Therefore, the revitalisation strategy focuses on four key areas to mitigate the challenges. These include, dynamic pricing for city hotels, investment in automation, improving the service quality and staff training. All these strategies can ensure that the company is able to provide better quality services in the event of higher occupancy rates thus positively impacting on the profits and revenue. 
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