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[bookmark: _Toc181634854]Executive Summary
This report seeks to analyze City Hotel’s financial position in the last three years' financial statements and its profitability trends, patterns, and factors influencing the result. There was moderate revenue for the hotel between the years 2021 to the year 2022, however, in the year 2023 there was slightly low revenue attributed to poor occupancy and low guest satisfaction. Further, there were high operating costs, especially in the employee and outside expenses which contributed a lot to the reduction of profits. New issues of liquidity constraints have emerged in exercising the hotel’s financial flexibility. To rectify these problems, a strategy for becoming more efficient and effective in the delivery of services to clients is proposed. Successful implementation of this strategy will therefore lead to an increase in revenue, optimization of expenses to enhance guest satisfaction, and ultimately improved market position. By keeping tighter control of its finances and implementing carefully chosen service enhancements, City Hotel can regain its profitability and become a leading player in the newly emerging stem-based competition.
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[bookmark: _Toc181634856]Introduction 
City Hotel situated is in the active commercial district to serve tourists and business persons with services such as a restaurant, bar, conference, and dining hall. But as it has been noted the hotel encounters major problems in a decrease of its income, occupancy, and customers' satisfaction within recent years. This paper seeks to assess the hotel's performance over the last three years and understand the cause of poor profitability to provide a strategy for bringing back its performance and reputation in the hospitality industry. This report will analyze about financial trends and performance of The City Hotel during the last three years, further, it will also determine the primary reasons for The City Hotel’s decreased profitability and lastly, it will present a detailed strategic plan to stabilize the financial and develop the hotel’s position on the market.
[bookmark: _Toc181634857]Scope of the Objectives
[bookmark: _Toc181634858]Trends and Patterns in City Hotel 
The market environment of the hospitality industry especially that of the urban hotel industry is dynamic due to changing customer demands and other forces. The general trend observed in the modern hospitality industry is focused on sustainability agenda, digitalization, and individualization of guests. In line with the rapidly changing consumer behavior, today's city hotels step up the incorporation of technologies including mobile check-in and no-contact services (Khanra et al., 2021). The global pandemic crisis has made tremendous changes in the industry and affected traveling demand as well as guests' requirements. That being said, as the recovery begins to happen many hotels find themselves in a situation where they need to shift towards a new reality that is centered around health and safety, flexibility, and cleanliness (Li et al., 2020). External factors such as inflation, and cyclical consumer spending patterns have also impacted the urban hotels. As the cost of foodstuffs and other service charges has increased, the hotels have had to rethink how they can cut costs to offer reasonable charges to their customers to still make their profits (Ball et al., 2024). 
For instance, there have been new customer expectations, especially after the outbreak and effect of the coronavirus pandemic. The need for service quality has risen considerably higher with customers expecting high-quality service, personalized guest interface/interaction, and moving away from the standard service offerings (Martínez et al., 2019). Further, the embrace of the wellness trend means that customers increasingly seek out hotels with healthy lifestyle amenities including weight loss programs and diet balanced eating plans, and appropriate spa techniques without the harsh chemicals (Milasinovic et al., 2020). Due to increased preferences, hotels are left with no option but to always satisfy the demanding guests by coming up with different methods that will enable them to market themselves as masters in delivering memorable hotel experiences to guests (Bhattacharyya and Malik, 2020).

[bookmark: _Toc181634859]Financial performance over the past three years 
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Table 1

Figure 1: Graph representing income statement
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Table 2

Figure 2: Graph representing Balance sheet

By considering these two tables the analysis is as follows:

Revenue Analysis
Revenue of The City Hotel has shown a concerning negative trend during the period from 2021 to 2023. The income of the enterprise in the corresponding period of 2020-2023 is stated at £5,248,290, it would be £5,307,480 in 2022 and would sharply decline to £2,325,440 in 2023. It is probable that factors such as competitive pressure, implying that the hotel lost market prevalence in the year in contemplation, issues to do with inflation, and lower spending on hospitality could have contributed to this decline (Bigliardi et al., 2023). This steep drop indicates that efforts to retain or expand revenues may have been overshadowed by external factors preventing the hotel from getting customers (Mitrovic et al., 2023). This was evident from the need to employ revenue recovery strategies.

Expense Analysis
From the analysis of the expense structure in the three years, there have been attempts to cut costs, but some costs are still significant. Employee costs were £1,724,760 in the year ending March 2021 slightly rose to £1,770,700 in the year ending in March 2022 and declined to £1,233,160 in the year ending March 2023. This decline in 2023 probably arises due to cost-cutting measures that could otherwise have been implemented by reducing personnel or wages (Nguyen et al., 2023). External expenses have also been reduced from £ 1,894,720 in 2021 to £1,071,030 in 203, thus showing a better control of expenses. Only other expenses like devaluation and repayment, however, increased further and stood at £661,590 in 2023, exerting more pressure in areas of overall profitability. These attempts to reduce some costs indicate that the hotel realizes the concerns about financial pressure but fixed costs such as depreciation restrict the level of achievable cost reduction (Mohamad Said et al., 2023).

Profitability Assessment
Profitability shows a different picture for earlier years and 2023. Operating gains were recorded as £664,160 in 2021 and £674,730 in 2022 indicating operating margin stability. Operating income in turn moved into deep red in 2023 at a surprising £1,218,850 loss. This shift underlines key issues regarding operating profit, that is, while expenses fell, albeit to a lesser extent than sales, costs continued to rise at a far greater rate. Net income also was reduced while the company recorded £333,930 profit in 2021, a major loss of £1,134,950 was recorded in the year 2023. This indicates that the hotel cannot generate sufficient revenues to offset operation costs implying that it might be barely profitable, were it not for external or internal structural constraints that adversely affect margins (Ntounis et al., 2022) 

Liquidity and Solvency Analysis
The current asset of the company has reduced to £1,285,880 from £1,891,970 in 2023 and the cash and cash equivalent are shrunk from £740,590 in 2021 to £295,510 in 2023. The decline in cash assets brings into focus issues touching on liquidity, a factor that may place the hotel in a spoiler’s position to meet some of the short-term obligations. Short-term borrowing of £ 911,300 presented current liabilities parity at £ 2,014,600 constant in 2023, though short-term assets decreased the current ratio worsened meaning a deteriorating liquidity place.
In solvency long-term borrowing raised from £8,113,710 in 2021 to £8,290,570 in 2023 while total equity declined from £2,256,180 in 2021 to £1,410,580 in 2023. This change shows the increased use of credit to fund operations, as the debt-to-equity ratio has deteriorated with increasing liabilities and decreasing equity. A higher debt-to-equity ratio against the general trend of low equity exposure increases concerns about the sustainability of the financial structure (Pelaez-Verdet and Loscertales-Sanchez, 2021).
[bookmark: _Toc181634860]Key reasons behind the decline in profitability 
The reasons for the reduction in profitability can be discussed as the movements that are connected with the current situation in the world and the economic conditions in particular. Firstly, to coronavirus challenges the hospitality industry's development by changing customer behavior and decreasing the willingness to travel (Qin et al., 2021). Unfortunately, the return to the occupancy level achieved pre-COVID has not been very great for the hotel industry, and even as travel starts to bounce back, it has been slow, especially for The City Hotel situated in the urban areas. Meanwhile, the economic factors include high inflation rates that have forced organizations and individual consumers to experience higher costs of service, products, and labor (Rainanto et al., 2023). As operating expenses go up, there are few options for most hotels to pass along these costs while losing even more business (Rather et al., 2021). This scenario has led to the reduction of the amount of profit enjoyed by the firms and more steep competition within a limited market share.
Moreover, The City Hotel faces a major threat from such competitors have the newly established boutique hotels and short-term rentals that hardly match the prices of The City Hotel but offer an added flavor of versatility to their guests. The deep penetration of this market has created a problem of low occupancy and reduced revenues for traditional hotels (Sikveland et al., 2022). Finally, internal management challenges can be highlighted as the main reasons for worsened profitability, mismatched marketing policies, and inability to customize the product and adapt to customer needs for individual non-hotel experiences (Umrani et al., 2022). 
Even more damaging is that it has worsened the hotel’s service delivery even in efficacy in adding to the current deteriorating profitability. Today’s guests expect everything to be customized and of great quality, therefore any sheds in service quality will contribute to negative comments and low repeat business (Wang et al., 2019). A lack of corporate governance and employee training, integrating quality customer care management in particular has failed to address changes in customer expectations. Therefore, the problem of the low profitability of the City Hotel can be attributed to various externalities, increased competition, and an inherent lack of appropriate strategy and service quality demanding a targeted strategy for the hotel’s operations (Abdullah and Hussein, 2023).
[bookmark: _Toc181634861]Turnaround strategy: Service Excellence Initiative
1. Enhancing Service Quality – £20,000
To address service gaps, the hotel implements monthly workshops that train employees in customer service excellence, guest engagement techniques, and complaint handling, which aim to elevate customer satisfaction and loyalty. The estimated amount for this is £15,000. The estimated amount for customer feedback systems is £5,000. The installation of digital kiosks or mobile app integration to enable real-time guest feedback. Allowing the hotel to address issues promptly and identify areas for improvement, directly impacting guest satisfaction scores. The total estimated amount for enhancing the service quality is £20,000.
2. Marketing and Brand Revitalization – £18,000
The targeted social media and email marketing promotes unique hotel offerings, seasonal discounts, and loyalty programs, which aim to increase booking rates by raising awareness among new and returning customers. The estimated amount for digital marketing campaigns is £10,000. Partnerships with local businesses, and influencers, and themed event hosting increase the hotel’s visibility in the community, attract new guests, and also create a vibrant, appealing atmosphere for both locals and travelers (Akpa et al., 2021). The estimated amount for collaborations and local events is £8,000.
3. Optimizing Operational Efficiency – £3,000
Introducing flexible staffing arrangements, such as seasonal hiring and part-time positions, to align the labor costs with the occupancy fluctuations. This will lower the expenses during off-peak seasons and also ensure adequate staffing during peak times without increasing the fixed labor costs. The estimated amount for the flexible staffing models is £0. The consultant fees will facilitate the renegotiation of supplier contracts for essential goods, which aims to reduce the hotel’s cost of the goods sold through bulk discounts, better pricing terms, or alternative vendors, thus improving the profit margins. The estimated amount for the supplier contract renegotiation is £3,000.
4. Event and Facility Utilization – £7,000
Minor upgrades will be made to adapt the existing spaces for co-working, small meetings, and social gatherings. This helps the hotel tap into the new revenue streams by maximizing space usage beyond the traditional guest accommodations. The amount for the co-working and small event packages is £7,000.
5. Contingency Fund – £5,000
To manage unexpected costs or take advantage of emerging opportunities, a contingency fund will be maintained, which will provide the hotel flexibility in responding to challenges or market changes during the turnaround process. The estimated amount for the reserve for unforeseen expenses is £5,000.
The Total Budget Allocation is £53,000.
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[bookmark: _Toc181634862]Conclusion 
In conclusion, the decline of profitability in The City Hotel is due to many reasons which include the tendencies in the economic environment promoting the deterioration of the effectiveness of the company, increasing competition in the market, and the issues of the decline of service quality in the given company. Fundamentally, for any organization to brighten up its financial performance indicators a vigorous and specific turnaround strategy is invaluable, which includes customer service overhaul, consumer shifts, and operations cost controls (Babajee et al., 2022). By making positive changes in these crucial segments, The City Hotel stands the chance to raise its occupancy levels and increase customers’ satisfaction thus, guaranteeing the hotel a stable and prosperous existence from the highly competitive central business district market environment.
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Income Statement

2021	Revenue 	Cost of goods sold 	Employee costs 	External expenses 	Taxes and duties (excluding income tax) 	Depreciation 	&	 amortisation 	Charges to provisions 	Other current operating income and expenses 	Other operating income and expenses 	Operating Income 	5248290	-411600	-1724760	-1894720	0	-409190	5960	-40520	34780	664160	2022	Revenue 	Cost of goods sold 	Employee costs 	External expenses 	Taxes and duties (excluding income tax) 	Depreciation 	&	 amortisation 	Charges to provisions 	Other current operating income and expenses 	Other operating income and expenses 	Operating Income 	5307480	-401510	-1770700	-1675410	-133020	-634030	17950	-25030	-11000	674730	2023	Revenue 	Cost of goods sold 	Employee costs 	External expenses 	Taxes and duties (excluding income tax) 	Depreciation 	&	 amortisation 	Charges to provisions 	Other current operating income and expenses 	Other operating income and expenses 	Operating Income 	2325440	-176250	-1233160	-1071030	-88950	-661590	-55550	-41100	-216650	-1218850	



Balance Sheet

Total Assets	Total Equity	Total Liability	TOTAL EQUITY AND LIABILITIES 	2021	12941110	2256180	10684940	12941110	Total Assets	Total Equity	Total Liability	TOTAL EQUITY AND LIABILITIES 	2022	15921080	2583030	13338050	15921080	Total Assets	Total Equity	Total Liability	TOTAL EQUITY AND LIABILITIES 	2023	15653970	1410580	14243390	15653970	
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Item 2021 2022 2023

Revenue 5248290 5307480 2,325,440
Cost of goods sold (411,600)  (401510)  (176,250),
Employee costs (1,724,760) (1,770,700) (1,233,160)
Extemal expenses (1,894,720) (1,675.410) (1,071,030)
Taxes and duties (excluding income tax) ((144070)  (133020)  (88,950),
Depreciation & amortisation (409,190)  (634,030)  (661,590)|
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Other current operating income and expenses (40520)  (25.030)  (41,100)|
Other operating income and expenses. 34780 (11,000) (216,650)
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