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The City Hotel is in the heart of Bustling City. With its prime location near major business hubs and sightseeing destinations, the hotel features 150 guestrooms complemented by meeting facilities, an upscale dining venue, and a spa. The City Hotel has a good location and is more universal with services.Still, it has seen a financial downgrade in the last three years emphasizing the importance of implementing turn-around (enhance performance) strategies for operations and finances(Jakle and Sculle, 2009). This report aims to evaluate the hotel's financial performance and profitability decline, drill down to the specific reasons behind this, and suggest a course of action for reversing its fortunes. The report looks at significant financial indicators like revenue trends, cost structures, and liquidity ratios to identify internal and external pressures impacting the hotel's financial health. This study will produce a report on the investigation of the financial performance in three years through financial analysis, identify several problems that decrease its revenues, and then it will provide strategic recommendations(Day, 2018). These strategies will be more focused on generating revenue, managing costs, and improving customer satisfaction to ensure sustainability in long-term Category automation.


[bookmark: _Toc179070128]Main Body
[bookmark: _Toc179070129]Financial Performance Analysis
Trends in Revenue and Profitability:The revenue of the City Hotel has been falling radically in the last 3 years. The 2021 hotel income was GBP 5,248,290 and 5,307,480 in 2022,this fall significantly in 2023 to GBP 2,325,440 in revenue down roughly 56% it said. This significant decrease suggests systemic problems that have to do either with occupancy issues or consumer complaints. This is why the gross profit margin (Revenue - Cost of Goods Sold) is a decision metric that impacts profitability. As a result, the profit margin in 2021 was 92.15% (GBP4,836,690) and increased to 92.43% in 2022. In this case, the cost of goods sold appears to have been relatively fixed and not materially contributing to the profitability difficulties.
The operating profit margin only further illustrates the negative performance of this business. The hotel generated an operating income of GBP 664,160 in FY2021 translating to an operating profit margin of 12.65%. This rose slightly to 12.71% in 2022 before plummeting to an operating loss of GBP -1,218,850 in 2023. For example, the 2021 net profit margin of 6.36% would have fallen to 5.74% in 2022 and then plummeted to -48.79% in 2023. The sizable deficit means severe operational inefficiency and falling market demand in 2023.
Liquidity and Solvency:Similarly, key liquidity ratios indicate the hotel has experienced a sizable deterioration in its liquidity position. Both the quick ratio (GBP 344,260 / GBP 1,957,360) and current ratios (GBP1,891,970 / GBP 1,957,360 =0.97) for Fiscal Year 2021 look positive with a liquidity range that is near-perfect props up its short-term ability to pay before gaining further financing. This proportion had risen to 0.93 in 2022 but fell to only 0.64 by the year after as a result of a modest drop in cash reserves and trade receivables together with an increase in obligations.The same is true of the quick ratio, which excludes inventories. Quick Ratio 2021: GBP 1,856,740 / GBP 1,957,360 = 0.95 This had fallen off a cliff by 2023 to 0.62 (GBP1,256,410 / GBP2,014,600) meaning the hotel would struggle to sell assets and get cash in hand quickly enough to pay all bills due within a year.
Solvency ratios provide more evidence of financial struggles. The debt-to-equity ratio increased substantially by 4.74 to 10.10 in 2023 as long-term borrowings have been increasing and equity has been decreasing over the years. That increasingly puts the hotel at risk, as its profitability has been falling while it leans more heavily on borrowing.
Cost Analysis:One of the key reasons for reduced profitability is increasing expenses, especially gray costs like employee and outside costs. In 2021, the amount was paid in employee costs of GBP 1,724,760; in 2022 it rose slightly to GBP 1,770,700. This figure falls to £1,233,160 in 2023 and all down to fewer staff. However, it also accounted for a significant portion of the lower revenue, showing that the hotel could not change staffing quickly enough in response to fewer guests. External spending for 2021 was GBP 1,894,720 while for 2022 it dropped to GBP 1,675,410 and reduced again in year the following to GBP 1,071,030.
The costs of depreciation and amortization, amounted to £ 409,190 in 2021, £ 634,030 in 2022 & £661,590 in 2023. On the one hand, these increasing depreciation expenses represent capital investments in property, plant, and equipment; on the other hand, they are expanding fixed costs in a declining revenue environment.
Conclusion:To summarize, for the last 3 years, The City Hotel has been doing very badly financially. Its profitability has been squeezed by falling revenues and a rising debt burden as well as large costs. In the process, the hotel should also manage liquidity and solvency issues that arise at their end while revisiting cost structure to maintain occupancy and revenue streams. Diagrams for desired revenues over time, gross margin rates, and liquidity ratios would provide additional information related to these financial patterns.
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1. Internal Factors:Internal High and Increasing employee costs are the crucial factorsthat have contributed to the downfall of The City Hotel. Even though the drop in turnover was accompanied by employee costs, which stayed stubbornly high at GBP 1,233,160 representing 53% of total revenue. The inability to realign the workforce with these decreases in occupancy rates represents poor cost control. Additionally, the increase in depreciation costs from GBP 409,190 in 2021 to GBP 661,590 in 2023 implies substantial investment that did not yield returns.


2. External Factors: Several extrinsic factors have been reacted negatively even by the City Hotel. The COVID-19 pandemic greatly curtailed travel and tourism, slashing occupancy and overall demand in 2023 by more than half. The outbreak of this global event caused a significant 56% drop in turnover, from GBP 5,307,480 in 2022 to GBP 2,325,440 in 2023. Moreover, the economic pain of inflation and inert personal pay raises have dampened interest in discretionary hotel spending on travel and entertainment even more(Emerick and Lewis, 2013). Especially, true within the competitive urban market where the hotel exists amidst a sea of budget accommodation choices and competition from arena offerings like Airbnb.
3. Customer Satisfaction Decline:If you are paying attention, decreased occupancy rates and drops in revenues should already suggest customer satisfaction has been sliding. As a result of reduced customer loyalty and poor feedback, The City Hotel found itself losing market share(Aydın, 2022). There is no follow-up on the customer feedback, but a drastic drop in revenue and occupancy levels indicates that customers were not very happy with the services provided or maybe even expectations were not met. This problem may have been made worse by the stiff competition in the hospitality industry as other competitors appeared to offer better value than The City Hotel, which chased customers(Waldrop, 1990).
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The financial results of City Hotel have declined and it seems that there needs to be some quick-acting turnaround strategy initiated promptly.
1. Revenue Generation:For the City Hotel to perform better it needs multiple income sources A way to do this is by providing different services that adjust to the demanding market. For example, expanding to factors beyond just regular accommodations like wellness programs (spa/fitness packages), and fine dining venues can draw guests who are looking for a more upscale experienceAdditionally, the hotel use can utilize precise advertising targeting to highlight local amenities and services. It can segment its market by evaluating existing trends in the market along with different types of travelers who visit them before running a campaign targeting High-revenue-generating travelers these days most travelers are willing to pay more as long as they get a certain level of quality, and experience and safety measures,especially during this pandemic era. It will allow you to capture a broader audience while increasing the visibility of what you are promoting through digital marketing and social media campaigns. They could also improve occupancy rates and tech brands will not lose money on their membership fees. Also, rates should ideally be built on dynamic pricing models(Shonk and Weiner, 2022).
2. Cost Management:A staggering 53 percent of the total revenue that is reflected on its financial statement comes in the form of high employee costs underlining a necessity for better cost management. Reorganization of employees to improve labor efficiency It could mean delegating ancillary services like housekeeping, catering, and maintenance to outside service vendors(Fisman et al., 2001). There should be energy efficiency programs to minimize utility costs. By investing in energy-saving initiatives such as LED lighting, smart thermostats, and water-saving fixtures, the City Hotel can achieve significant cost savings over time. Tight budget controls will be enforced on all departments to keep expenses in line with revenue forecasts(Nehme, 2024). Operational savings, for example, might come through eliminating more frivolous areas of spending such as marketing or administrative costs where ROI is not immediately resolute, allowing funds to be deployed for other more pressing operational requirements.
3. Customer Experience Improvement:An increase in customer satisfaction will directly lead to higher occupancy and revenue. Examples include upgrading technology to enhance the guest experience by utilizing a mobile app for booking, check-in, and room service which makes for an easier, more convenient customer journey. The City Hotel could attract business travelers who thrive on connectivity by providing significantly enhanced broadband services and free high-speed Wi-Fi. These personalized experiences can be anything from bespoke welcome packages for your guests to unique room amenities that cater to the guest's preference(Warner and Wäger, 2019). New discrete or take it to the next level with custom concierge, or rare localized experience that targets leisure as well business-centric nuance of luxury hotel.In addition, the hotel must track guest feedback through reviews on various online channels, post-stay surveys, and social media in response to declining customer satisfaction. By handling customer complaints quickly and responsively, hotels can show that they are concerned about improving the level of service quality(Prideaux et al., 2006).
4. Strategic Partnerships:Working with small businesses and corporate customers increases bookings The City Hotel could partner with travel agencies, tour operators, or airlines to provide total solutions such as package deals (accommodation + tours). Partners also have the potential to bring international visitors as vaccine regimes and global travel recover from the COVID-19 pandemic(Bardin, Bardin and Bardin, 2013). Another great channel, especially for firms that frequently house employees in extended-stay lodging during business trips or events, is corporate partnerships. The City Hotel should be an attractive option for corporate clients as it does offer corporate rates and conference facilities. Growth in this sector makes forming partnerships with organizers paramount to seize the opportunities presented by inflating demand for meeting and event spaces(Crofskey, 2006). By marketing the hotel as a location for corporate functions, weddings, or exhibits The City Hotel can increase its revenue and build its brand.
Bowman’s Strategy Clock – Competitive Positioning for The City Hotel and Competitor: 
[image: ]
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Source: (Bailey and Milligan, 2019).


1. Low Price(Position 1)
· The City Hotel: The hotel has high operational inefficiencies, and it is not able to achieve significant value creation. This level makes you lose value without price competitiveness.
· Competitor: If the competition is a budget hotel, then they might slot right in here and offer plain services at rock-bottom pricing to target the basic accommodations portion of the market.
2. Hybrid (Position 2)
· The City Hotel: The City Hotel could be characterized as a hybrid strategy attempt, embracing the benefits of competitive pricing and combining it with the customer experience and perceived value through its turnaround strategy of personalization in service and technology upgrades.
· Competitor: This is used by a lot of profitable hotels as a hybrid where they offer some attractive value and then try to control costs more with the rest to go after a wider group of consumers.
3. Differentiation (Position 3)
· The City Hotel: If The City Hotel can change significantly the way they portray their customer experience with innovative methods (such as personalized services, and venues for hosting events) then this category has the potential to offer high value at reasonable prices.
· Competitor: It could be a win for the big chains or boutique hotels; they offer special amenities and luxury services at an all-time high price, making themselves more competitive.
4. Non-Competitive Strategies (position 4)
· The City Hotel and The City Hotel which operates in a competitive urban market with many substitutes, have no monopoly power to charge monopoly prices.
· Competitor: If a competitor can compete in this market, they might be able to get higher pricing if they hold a majority share.
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This financial statement analysis of revenue and profit at The City Hotel shows those metrics serialized in the epigraphs for the last 3 years can be a result of increased employee costs, poor cost control, and immense challenges from competitors including COVID-19. Liquidity and solvency have worsened, underlining the need for government help. That said, a successful turnaround strategy could still unlock value at the property for new owners. Key components of the strategy involve cost reductions mainly through labor efficiencies and energy efficiency as well as revenue generation by focused promotion and service diversification. Improving customer experience and forging partnerships are also other long-term solutions(Brescia, 2020). Completing this will empower The City Hotel for a profitable future in both short-term financial stability and long-term growth as it regains its competitive advantage.
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