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This report focuses on the following aspect of City Hotels Revenue, Expenses, Profitability, Liquidity and Solvency of the last three financial years. In this context, the data reported in the provided financial statements is applied to evaluating the financial position of the firm regarding key trends existing in its operations (Walker, 2021). 
The report will also outline in more information other causes of its downfall besides the many possible reasons that will be there in addition to giving a clear strategy plan in the ultimate part in its improvement in future.
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Profitability Ratios
Gross Profit Margin: (Gross Profit / Revenue) * 100 
2021: (5,248,290 - 411,600) / 5,248,290 * 100 = 92.15%
2022: (5,307,480 - 401,510) / 5,307,480 * 100 = 92.43%
2023: (2,325,440 - 176,250) / 2,325,440 * 100 = 92.42%
Operating Profit Margin: (Operating Income / Revenue) * 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) * 100 = -52.41%
Net Profit Margin: (Net Income / Revenue) * 100 
2021: (333,930 / 5,248,290) * 100 = 6.36%
2022: (304,650 / 5,307,480) * 100 = 5.74%
2023: (-1,134,950 / 2,325,440) * 100 = -48.80%
ROCE (Return on Capital Employed)
ROCE = (Operating Profit / Total Capital Employed) * 100
Total Capital Employed = Total Assets - Current Liabilities
2021: (664,160 / (12,941,110 - 1,957,360)) * 100 = 6.04%
2022: (674,730 / (15,921,080 - 2,107,750)) * 100 = 4.88%
2023: (-1,218,850 / (15,653,970 - 2,014,600)) * 100 = -8.93%
ROE (Return on Equity)
ROE = (Net Income / Total Equity) * 100
2021: (333,930 / 2,256,180) * 100 = 14.80%
2022: (304,650 / 2,583,030) * 100 = 11.79%
2023: (-1,134,950 / 1,410,580) * 100 = -80.45%
Liquidity Ratios
Current Ratio: Current Assets / Current Liabilities 
2021: 1,891,970 / 1,957,360 = 0.966
2022: 1,965,340 / 2,107,750 = 0.932
2023: 1,285,880 / 2,014,600 = 0.638
Quick Ratio: (Current Assets - Inventory) / Current Liabilities 
2021: (1,891,970 - 35,230) / 1,957,360 = 0.948
2022: (1,965,340 - 36,350) / 2,107,750 = 0.915
2023: (1,285,880 - 29,470) / 2,014,600 = 0.623
Working Capital Ratio: Current Assets / Current Liabilities
2021: 1,891,970 / 1,957,360 = 0.966
2022: 1,965,340 / 2,107,750 = 0.932
2023: 1,285,880 / 2,014,600 = 0.610
Solvency Ratios
Debt-to-Equity Ratio: Total Liabilities / Total Equity 
2021: 8,727,580 / 2,256,180 = 3.86
2022: 11,230,300 / 2,583,030 = 4.34
2023: 12,228,780 / 1,410,580 = 8.66
Expenses
Total Expenses for 2021:
411,600 + 1,724,760 + 1,894,720 + 144,070 + 409,190 + 5,960 + 40,520 - 34,780 = 4,596,040 GBP
Total Expenses for 2022:
401,510 + 1,770,700 + 1,675,410 + 133,020 + 634,030 + 17,950 + 25,030 - 11,000 = 4,646,650 GBP
Total Expenses for 2023:
176,250 + 1,233,160 + 1,071,030 + 88,950 + 661,590 + 55,550 + 41,100 + 216,650 = 3,544,280 GBP
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Revenue Analysis
Revenue Growth: The company’s sales continue to rise from the year ending 2021 to the year ending 2022; sales stood at 5,248,290 GBP to 5,307,480 GBP. But in the year ending 31st December 2023 the company’s revenue has reduced drastically to 2,325,440 GBP. 
Revenue Composition: There is no detailed segmentation of income streams, but it should be noted that room lets can be considered as the primary income-generating stream for a hotel company (Drury, 2021). Others may be through the sale of foods and beverages, charges for conferences, events, and other services.
Expense Analysis
Expense Growth: Total expenses have rather risen in the last three financial years with the only decline from the 2022 to 2023 financial year. This may indicate that the company has been struggling with increased costs, through inflated, higher prices of labour, or energy costs.
Expense Composition: A closer look at the cost structure in the provided data reveals that expenses on employees, amounts spent outside the organisation, and the costs incurred to depreciate and amortize are some of the most important (Accounting Superpowers, 2019).
Profitability Analysis
Gross Profit Margin: The total overhead costs of the company have changed slightly: The gross profit margin has ranged from 92.15% to 92.43% of the total company sales volume. From this, it can be inferred that the establishment has been able to sustain a fixed margin between sales revenue and cost of sales (AFP, 2023).
Operating Profit Margin: The operating profit margin has been up and down over the last few years. It went up from 12.65% in 2021 to 12.71% in 2022 and then dropped sharply to - 52.41% in 2023. This substantial negative margin indicates that the company used to have enormous operating losses in 2023 (Wild, 2018).
Net Profit Margin: The net profit margin has shown a poor picture too: 6.36% in 2021, and -48.80% in 2023. This means that the general profitability status of the company has reduced over the last three years.
ROCE and ROE: The analysis of ROCE and ROE indicates a lot of decline as the company has worked less hard in using the invested capital employed and the shareholder's equity (Atrill and McLaney, 2021).
Liquidity Analysis
Current Ratio: The current ratio has been reduced from 0.966 in 2021 to 0.638 in 2023. This therefore suggests that the company’s short-term liquidity status has deteriorated over the last three financial years (Carlson, 2024). A value below 1 indicates that the company could be able to struggle to fulfil its current obligations (Taillard, Kraynak and Boyd, 2022).
Quick Ratio: The quick ratio has also followed the same pattern, which means that the company’s ability to meet short-term liquidity is also low.
Solvency Analysis
Debt-to-Equity Ratio: From the analysis made, the ratio of debt to equity has gone up to a high extreme of 8.66 in the year 2023 from the previous year of 2021, standing at 3.86. This implies that the company has become more geared, and it relies more on the debt funds to finance its activities (Horngren, Sundem and Elliott, 2014). Based on the analysis one realizes that a higher DE ratio poses a higher financial risk to the company.
Overall Assessment
As seen in the financial analysis, the overall performance of City Hotels has been on the decline in the last three years. It has consistently witnessed declining trends in profitability, deteriorating liquidity position and rising leverage levels (Bauerle and Bauerle, 2018). The negative Net Income and Operating profit are very low and if the negative values of Net Income and Operating profit are greater in 2023 then there is a great problem in the financial health of the company (GoCardless, 2021).
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From the City Hotel business analysis, it is evident that the organisation has faced a tremendous decline in profitability in the last three years and this could be attributed to several factors as discussed below.
External Factors:
COVID-19 Pandemic: Unfortunately, the worldwide pandemic has cut short the operation of hotels due to the restrictions on travelling by imposing complete lockdowns in most countries and hence dramatically reduced the demand for hospitality services (Narayanan, 2021). This led to low room occupation, and low-income generation because of social distancing measures, among the costs there were new expenses like sanitization among others.
Economic Uncertainty: The economic loss that resulted from this pandemic led to the contraction of some consumers, causing less demand for hotel services. Consumers were able to cut their spending and therefore they reduced their outlay for travel and leisure, and this has impacted the occupancy levels and revenues (Horngren, 2018).
Rising Costs: This had the effect of raising prices for businesses, energy prices, supply chain issues, and even higher costs in labour. These factors cut into the profit-to-comp margins and made it difficult for City Hotels to keep making profits (Khatri, 2018).
Increased Competition: The two areas of research suggest that the hospitality industry is competitive, and it may have become even more competitive after the onset of the economic crisis as hotels attempted to lure scarce customers. This could have resulted in cost-push inflation and therefore declining profitability.
Internal Factors:
Inefficient Operations: Their operations may have even gotten worse and tore through more cash than they were gaining from their products. This could be attributed to some of the management practices, technology or inefficiency in the utilisation of resources (Celender, 2013).
Inadequate Pricing Strategy: Other problems which could be attributed to the company include; if the pricing strategy used did not correspond to the market conditions or the company failed to cover their costs sufficiently this would reduce the profit-making capacity.
Limited Innovation: The organization may have poor organizational strategic management and market competition analysis, hence the low demand for its services (Bloomenthal, 2024).
Financial Constraints: Lack of adequate capital may have constrained the company from financing the improvements needed or expanding hence stunting its growth and profit-making capabilities.
In summary, changes in profitability which have led to negative and lower profitability indexes for City Hotels were due to a combination of external issues such as COVID-19 and economic volatility together with internal issues including operational inefficiencies and prices. Thus, the company needs to solve these issues, and its targets based on the development of pertinent strategies for optimizing its operation in a new environment.
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Although City Hotels is currently facing a string of severe financial problems, the company needs a detailed revitalisation strategy to reclaim and stabilise its financial position. The following key elements should be considered:
Cost Reduction:
Operational Efficiency: Provide steps for work to become more efficient in its execution and not wasteful in its consumption of resources (Bloomenthal, 2024).
Labour Cost Management: Looking at the staffing levels, one may consider ways of staff rationalization, for instance, by applying automation tools or outsourcing non-essential activities (Khatri, 2018).
Supply Chain Optimization: Sourcing could be done more effectively; by renegotiating terms and conditions with suppliers and trying to get better deals (Bloomenthal, 2024).
Revenue Enhancement:
Targeted Marketing: Take suitable marketing strategies aimed at attracting certain targeted customer groups to improve occupancy levels.
Value-Added Services: Offer unique products and/or services to create a gap between the hotels and competitors that results in value-added bargaining power by commanding higher RevPAR (Bloomenthal, 2024).
Strategic Partnerships: Perhaps, one should look for cooperation with other companies, for example, with airline companies or travel agencies, so that more people would pay attention to the restaurant.
Debt Management:
Debt Refinancing: Re-negotiate loan agreements with money lenders to get lower interest rates or find ways of reducing the many interests that erode cash flow (Drury, 2021).
Debt Reduction: They should then prepare a strategy for reducing their debt levels in the company through a process of improving profitability and paying down debts.
Asset Sale: It is suggested to sell off non-strategic or non-essential assets to give cash and trim down debts.
Financial Restructuring:
Negotiate with Creditors: Negotiate with creditors regarding charges on the agreement and seek ways to reduce charges on debts or extend the time payments are made to optimize cash flow (Atrill and McLaney, 2021).
Seek Equity Investment: Delve into the likelihood of carrying out extra equity financiers to bring more capital and contribute to the turnaround.
Strategic Focus:
Market Segmentation: A market segment analysis should be conducted with a view of determining which market segment is the most profitable so that, the hotels can align their services delivery with the needs of such a segment.
Digital Transformation: Utilize technological tools which can help streamline the business processes and provide greater value to the guests while increasing sales (AFP, 2023).
Corporate Culture:
Employee Engagement: Make the work environment more friendly and comprehensive and this results in high morale and good performance among employees (Taillard, Kraynak and Boyd, 2022). Creating a supportive workplace boosts productivity, reduces turnover costs, and improves customer satisfaction. Engaged employees are more efficient, stay longer, and provide better service, directly enhancing business outcomes.
Customer Focus: The best management strategy in the hotel would be to sort customer satisfaction and maintain cordial relations with guests.
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Because of the numerous factors of consideration in the formulation of strategies, indicating the numerous challenges which City Hotels would meet in its strategic development; the organization can only be able to attain the best financial outcome on the combination of the above strategies at best. The implication of this argument is that a successful turnaround solution must be a blend of short-term and long-term initiatives; tied to the short-term objective targets of the company. If the above changes are implemented in the company, City Hotels will be in a better place to regain the loss it had acquired through the time by posting enhanced results and thus making clients regain their confidence.
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