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Executive Summary 
This report assesses the financial performance of the City Hotel for the past three years and realises there have been poor profitability, liquidity, and solvency ratios. Some of the reasons for the decline include high operating expenses, economic factors, and idle resources, which have discussed in this research. The research has demonstrated several firm-specific strategies that have been developed to form the blueprint for the revival and rehabilitation of the hotel. The strategy can be identified as revenue diversification, cost management, debt re-profiling, and asset release strategies in the context of City Hotel. Also, increasing brand equity by improving customer relations and embarking on environmentally friendly strategies, green business approaches, and high-end product diversification will lead to the appeal of new customers and better market positioning for City Hall. It is important during the rebuilding process to plan the entire strategic administrative structure in a way that ensures success in the long run while maintaining economic sustainability.
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The analysis of the City Hotel’s financial performance in the last three years' financial statement shows that the organisation's profitability, liquidity, and solvency ratios have reduced at a large scale. The influential trends that are responsible for this decline due to economic forces and market factors will be discussed in this report in the context of City Hall. In order to revive the hotel, the four-pointed strategy needs to be embraced and followed by City Hall at the initial level before implementing suitable changes for further improvement.
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Several things stand out with a glance at the income statement for the selected organisation, named City Hotel. During the last three years, it has experienced significant fluctuations in its financial performance, though, in the year that ended in December 2014, it closed with moderate results in terms of revenue, operating income, and effective cost management. The revenue in 2021 and 2022 also did not see a significant change as it only raised by £59,190 from £5,248,290 to £5,307,480 accordingly. This stability is felt in the recovery phase during the post-pandemic period when the end of lockdown restrictions resulted in customers travelling again for leisure and business trips (Fan et al., 2023). However, in the year 2023, City Hall has recorded a very poor performance, which can be stated from its revenue drop to £2,325,440, which is approximately a 56% drop as compared to the year 2022. 
This sharp decline could be attributed to various macroeconomic factors such as inflation, geopolitical tensions, which include the Russia-Ukraine war, and the effects of a low uptake of business travel. All of these have led to an overall decline in spending on luxury services, including hotel accommodation, and influenced the consumer’s purchasing behaviour with a negative effect. Besides, the influence of short-term rental services providers and altering the customer inclination toward the accommodation business has also exerted pressure on the revenue reduction of City Hall (Ho et al. 2023). The average of cost factors consists of employees’ expenses, external expenses, and depreciation during the period, under which the financial performance of the firm did not notice any positive change.
Over employee expenses, there was a minor decrement from £1,724,760 in 2021 to £1,233,160 in FY2023, which has been caused by to downsizing of staff or optimising. However, employee expenses still have remained an important factor in the total cost due to the difficulty of employers in finding employees or increased inflation rates that have forced an increase in wages. The cost of sales, which captures suppliers, third parties, and other operational requirements, was also relatively small but reduced over time from £1,894,720 in 2021 to £1,071,030 in 2030. City Hall has experienced such financial decline due to the rising cost-cutting measures to deal with decreasing revenues. Nevertheless, the managing operating cost was not enough to fill in for the lost revenue, whereas the operating income plummeted massively from a positive £664,160 in 2021 and £674,730 in 2022 to a negative of £1,218,850 in 2023. The firm may have over-invested in fixed assets that produced steady depreciation and amortisation costs of £661590 by 2023, which in turn has worsened the financial solvency and liquidity of City Hall. These trends show extremely poor control over revenue generation and cost control, which led the hotel to a financial crisis in 2023 (Talón-Ballestero et al., 2023).
According to the income statement and balance sheet prepared above, the City Hotel has experienced a decline in its operational performance for the past three years. The revenue change was not significant between 2021 to 2022 and was just £59,190 higher going up to £5,307,480. But downward penetration in 2023 at £2,325,440 depicts the lowest business trend in the company. This decline is due to more general economic issues such as global inflation, lower customer demand, more specific external factors such as political instability, and a lesser scale of business travel (Khan et al. 2020).
Expenses, although within reasonable limits, are also volatile as far as their trends are concerned. The cost of goods sold regulation was as low as £176,250 in 2023, which could mean lower turnover levels. However, there are still high costs that have been considered over the years, including employee costs and depreciation (Walter and Lee, 2022). Though the employees' expenses declined to £635,780 in 2023, it could remain high because of long-term asset investments that do not generate expected returns as they rose to £661,590 in 2023. Externally excessive costs reduced to £1,071,030 in 2023 from £1,894,720 in 2021, whereas the operating income has become influenced by containing losses of £1,218,850 in 2023.
Regarding solvency and liquidity ratios calculated with the help of the balance sheet, it is possible to claim that the company’s financial situation is worsening (Blessing and Sakouvogui, 2023). Referring to liquidity, the amount of cash and cash equivalents significantly reduced from £740,590 in 2021 to £295,510 in 2023. Long-term borrowings rose to £8,290,570 in 2023, which adds new financial pressure. Total liabilities rose to £14,273,580, and equity dropped to £1,410,580 in 2023, proving the company’s poor financial structure. Altogether, the findings presented above indicate that the City Hotel is in a problematic financial situation from which it is difficult to escape by using only conventional measures: Adjusted revenues, operational costs, borrowings, and equity reduction earmark the City Hotel for a new strategic course (Nazah et al. 2020).
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Some of the main factors that have eroded the level of profitability in the organisation include the following. Several facts can be elicited from the above income statement and balance of City Hotel, which indicate why the organisation has had lower profitability in the last three years. There are two key problems. The first revenue which is declining from £5,307,480 in the year ending 31/03/2022 to £2,325,440 in the year ending on 31/03/2023. This lowers its revenue by 56% and has been occasioned by several externalities. 
The first is the macroeconomic effect of inflation, which has seen operational expenses rise for most companies even as purchasing power reduces for consumers (Olusola et al. 2022). Moreover, emerging political crises like the Russia-Ukraine war have already led to imposed sanctions, making travelling even in business more complicated. This can be observed in a drop in external expenditure from £1894720 as of 2021 to £1071030 as of 2023, meaning that fewer activities are being hosted in hotels and or conference facilities. Combined with rising challenges due to competition from other hospitality or stay services like Airbnb, total revenues must be reduced, a factor that negatively affects the status of the hotel as much as the distribution of profits is concerned. On the expenses side, while the hotel has implemented measures towards protecting expenses, the following has remained high and formed the root of lowered profitability (Metaxas and Romanopoulos, 2023). 
For instance, depreciation and amortisation went up from £409,190 in 2021 to £661,590 in 2023 due to investments in PPEs, which have not produced proportionate revenues. This may have meant that while the hotel was improving its physical plant, it was doing so at a time when the actual revenues may have been declining (Garrido-Moreno et al. 2021). In addition, although the spending on employees has reduced by around £500,000 between 2021 and 2023, this remains one of the dominant costs; it is the cost increase expected due to inflation and the shortage of human resources in the restaurant industry. More than that, liquidity challenges can also explain the loss of profitability among these firms (Dirman, 2020). As observed in the balance sheet above, there is a decline in cash and cash equivalent from £740,590 as of 2021 to £295,510 as of the year ending 2023, which shows a poor cash position. While there are reductions in some of the existing current liabilities, like short-term borrowings and liabilities for taxes, the total liabilities have also risen slightly, including long-term borrowings and lease obligations (Ganong and Noel, 2020). It is a growing concern because this increases the cost of interest expense, and the hotel has less ability to invest back in profitable segments. In conclusion, the probability decline can be justified by consistently qualified revenues and intensive investments in fixed assets, high and constantly increasing operative costs, elevating liabilities and the simultaneous negative impact of global economic conditions.
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In order to bail out the City Hotel, strategic management has the following areas must be formulated to bring back the lost glory of the company. The following key initiatives will help revitalise the hotel’s profitability and operational efficiency,
Marketing and Sales and Market Development
The decline in revenue from 2022 to 2023 has been steep. This is an indication that the hotel must look for other revenue centres to increase business with its customers (Windegger et al., 2023). The hotel should adopt data analysis and market research to know whether there is any new trend in tourism and business travel. For instance, new trends such as working from home, remote workers or digital nomads create the opportunity to provide extended-stay packages, co-working spaces, and work-from-hotel facilities (Pavia et al. 2020), also through marketing directly to digital professionals who may require specific services the hotel will be able to reach a new niche market. Furthermore, the hotel should also target more than just business and leisure travellers. In order to create additional revenue streams, it is always helpful to build relationships with event coordinators and local companies because of conference and company team building as well as weddings and other ceremonies (Nakphin et al. 2021). Furthermore, because wellness tourism has been experiencing a rise even after the COVID-19 pandemic, providing wellness packages for guests (spa services, fitness classes, and mental health seminars) would attract the conscious traveller, thereby increasing room availabilities in the process (Xie et al. 2024). Additional causes for sales boosts may also be created through direct cooperation with airlines and tour operators, as well as revealing special offers for clients through online travel agents.
Cost Optimisation and Operational Efficiency
As for cost-saving measures, which have concerned both employee wages and overall external costs, progress remains inadequate (Fana and Goudge, 2024). The human resource function has, therefore, obliged the necessity for an overall examination of staffing to correspond to the decreased human resource consumption with decreased business operations. This means that one of the ways of managing the labour cost is by hiring temporary or part-time during slow seasons so that the company can have enough flexibility to cope with this, accounting for the changes in demand on a real-time basis (Henao et al. 2024). Also, new technologies for handling guest check-in, housekeeping, and inventory might provide an opportunity to have fewer persons relying on these tasks, meaning that operating costs will be lowered.
Asset Optimisation and Rationalisation
When assessing the balance sheet, there are large acquisitions of property, plant, and equipment, which yield correspondingly high depreciation expenses and idle plant and equipment. In relation to this, the hotel should evaluate all the tangible resources regarding their usage. For instance, one may observe that some of the facilities in the organisation, such as conference or banquet halls, are underutilised, then it means one can change the utilisation of such facilities to earn some more income or save cost (Saydam et al. 2024). For instance, transforming corridors, crescents, boondocks, or basements, which may have low occupancy rates, turning them into meeting facilities for small and medium-sized enterprises or Executive Suites can be a constant source of rental income. Besides, divesting non-core or underperforming assets can be beneficial for enhancing the prospects of improving liquidity (Biodun et al., 2024). Some facilities and other assets may not be necessary for operation. Thus, selling such assets will give an opportunity to generate funds necessary for operational improvements. For instance, to redesign rooms to attract more wealthy people or provide better advertisements to attract potential guests, City Hall can sell its unnecessary assets for financial gain rather than taking loans or raising funds.
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In conclusion, to reverse the established financial deterioration of the City Hotel, there is a need to apply a number of measures. In this case, the hotel can rebalance through revenue diversification, flexible cost management, debt re-profiling and optimisation of asset turnover. Altogether, the research has concluded that, alongside brand rebuilding and sustainability initiatives, they will define the long-term financial and reputational development of the hotel.
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