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[bookmark: _Toc1568706055][bookmark: _Toc182436657]Executive Summary
The report illustrates that the City Hotel is an established hotel that offers restaurant, bar functions, and event managing services. However, recent operational and financial challenges have been encountered in terms of revenue, occupancy rate, and the satisfaction level of clients. This report makes an exhaustive financial review, identifies key risks, and gives strategic recommendations for a turnaround. The report will consider The City Hotel's factors for recovery using Max Weber's organisation theory and an in-depth SWOT analysis to provide a phased recovery plan with a focus on profitability improvement, cost reduction, and better market positioning.
[bookmark: _Toc866544478][bookmark: _Toc182436658]Revenue Statement
The analyses show that the City Hotel has encountered tremendous revenue declines during the past three years. Its income fell to £2,325,440 in 2023 from £5,248,290 in 2021, and that reflects a staggering 56% decline. This reduction is mostly caused by various factors, such as the fall in tourism, inflation, increased operational costs, and consumer behaviour change over time. For example, employee costs remained a substantial burden, reaching £1,770,700 in 2022 before decreasing slightly to £1,233,160 in 2023 (Adeyeri, 2024). Despite attempts to manage expenses, external costs, including utilities and maintenance, still reached £1,071,030 in 2023. Reduced global and domestic travelling due to a wake-up call from economic uncertainty and a shift in spending behaviour in the post-pandemic period results in direct impacts on occupancy. Increasing customers' demand for budget accommodations also challenges mid-range hotels, in this case, The City Hotel, further and tremendously raising its challenge, which reflects occupancy and guests' expenditure per stay per annum.
[image: ]
[bookmark: _Toc317351095][bookmark: _Toc182436659]Cash Flow and Solvency 
The analysis states that a positive cash flow is crucial to establishing liquidity and ensures that a business can survive when it meets its short-term finance obligations. The cash reserve that The City Hotel presents has been proven to have drastically decreased from £740,590 in 2021 to £295,510 in 2023. This level of cash reserve depletion signifies liquidity constraints limiting the ability to service immediate expenses invest in improving operations or handle unexpected costs (Boubaker et al., 2024). This decline is further compounded by a decrease in trade receivables, thus constraining cash flow. Liquidity affects the smooth running of operations and the timely payment of all vendors, employees, and other creditors, which can also damage supplier relationships and make borrowing more expensive.
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[bookmark: _Toc1042106308][bookmark: _Toc182436660]Operating and Net Income:
The analyses highlight that the operating income analysis clearly shows how bad The City Hotel's financial position is. The report states that an operating income of £664,160 for the year 2021. Thus, it reported a positive operational performance. However, for 2023, this has shifted yet again to a loss of £1,218,850. Such a drastic change within such a short period demands urgent strategic intervention. The existing business model cannot have sufficient income-generating abilities considering the current operating costs over their revenues (Samira et al., 2024). This scenario generates quite serious concerns about hotel operations sustainability and indicates that the necessary adjustments are pretty significant to consolidate profits.
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[bookmark: _Toc1725276241][bookmark: _Toc182436661]Labor Expenses: 
The analyses show that labour remains one of the biggest cost items, and labour expenses have decreased from the previous year. Labour costs decreased from £1,770,700 in 2022 to £1,233,160 in 2023. This decrease would be an indication that the hotel has reduced payroll expenses due to layoffs and reduction of working hours or at a staffing structure level. However, labour cost control without the loss of service quality is challenging in the hospitality industry since customer satisfaction is directly linked to interaction with staff. Hence, The City Hotel needs to strike an optimum balance between labour cost efficiency and service quality to sustain its competitive advantage (Ahmad et al., 2024).
[bookmark: _Toc808327096][bookmark: _Toc182436662]Overheads on Operations: 
The analyses illustrate that the direct and indirect external overheads of the hotel to run the business, like utilities, maintenance, and others, have also decreased. This number has come down from £1,894,720 in 2021 to £1,071,030 in 2023. All these cuts have been a result of the overhead cuts that have been made by the hotel to avoid the outcome of the fallen revenue. Yet, the fall has been deeper than what overhead cuts alone can handle to put the profitability in balance again. There is a need to further optimise costs, particularly in non-essential categories, to avoid further erosion of the hotel's financial stability. Efficient resource management, energy-saving measures, and improvement in maintenance processes can yield economies without impacting the customers' experience (Chowdhury, 2024).
[image: ]
[bookmark: _Toc1670632953][bookmark: _Toc182436663]Debt and Equity Situation in the Long-Term
The study shows that Long-term liabilities increased from £8,113,710 in 2021 to £8,290,570 in 2023. The dependency on debt in addition to a decline in equity, as well, reduces the debt-to-equity ratio, hence raising uncertainty about the long-term financial strength of the hotel. A more substantial level of debt bears down harder on cash flow due to the regular interest and principal payments thereby reducing financial flexibility required in the event of challenges such as market shocks. In addition, high debt yet with no corresponding matching assets or income translates to an imbalance in finances thus leaving the hotel vulnerable to fluctuations in interest rates or eventualities that economically downsize (He et al., 2024). A high debt-to-equity ratio may also discourage potential investors or partners, due to an association of it with involvement in risk that would be attached to them in case they decide to invest. 
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[bookmark: _Toc2038486104][bookmark: _Toc182436664]Financial Summary:
The analyses show that the financial management of City Hotel was pretty weak because it suffered from falling revenues, increasing debt, and lower cost savings in addressing those losses. It leaves it with a very huge labour and operational overhead cost even after a string of attempts to reduce the costs. Added to this are problems of liquidity constraint and an unfavourable debt-to-equity ratio; it points to a number that calls for immediate corrective action to arrest the situation from further erosion. If no strategic changes are put into practice, then City Hotel is threatened to suffer recurring losses and even be insolvent.
The study further shows that The City Hotel needs to improve the generation of revenue with diversified services, new customer segments, and targeted marketing to overcome these. Besides, further cost optimisation concerning labour and overhead is required. A phased recovery strategy, focusing first on expense control, revenue building, and debt management, works toward stabilising financial health and rebuilding profitability for The City Hotel (Alamry, 2021).
[bookmark: _Toc404535523][bookmark: _Toc182436665]Internal Analysis Using SWOT
[bookmark: _Toc838251917][bookmark: _Toc182436666]Strengths
The analyses show that the City Hotel has created a reputation that is trusted by its old customers as well as clients engaged with events. It is situated in an urban area and can attract people who will be tourists, business travellers, or even locals. The hotel also has a team of professional and knowledgeable employees with industry knowledge and skills to serve customers to quality satisfaction.
[bookmark: _Toc1708322192][bookmark: _Toc182436667]Weakness
The study highlights that the hotel has high operating costs, especially in terms of labour and utilities, which reduces its profitability. Low customer satisfaction, which may be brought about by inconsistent services or archaic facilities, further weakens its ability to attract and retain guests. The hotel also has minimal marketing efforts, thus reducing its exposure in the competitive market while missing growth through targeted campaigns (Limidy et al., 2023).
[bookmark: _Toc1356671931][bookmark: _Toc182436668]Opportunities:
The analyses show that with growing local tourism, there is potential for attracting more guests, including through advertising to local and regional tourists. Linkages with nearby businesses, including local restaurants or tour operators, can expand the service options created and provide better experiences for the guests.
[bookmark: _Toc243252704][bookmark: _Toc182436669]Threats:
The study states that the threat is the shifting of focus towards social media and other online sources that can bring negative effects to the business. Unfavourable comments or customer dissatisfaction if responded to in a wrong way will reduce the perceived credibility of potential clients. Due to the high level of competition, much importance should be attached to it. Preservation and building reputation on the internet management is important in sustaining the image and bookings (Santos-Arteaga et al., 2020).
[bookmark: _Toc1309691787][bookmark: _Toc182436670]Theories Applied for City Hotel
The study performed this theory, also referred to as Bureaucratic Theory, emphasises that the rules and regulation-based approach should be for management and operations in organisations. He stated that all affairs concerning an organisation should be covered by rules. There is an ideal way of doing something and nothing else. Tasks must be specialised, rules simple and impersonal relations are needed in running such an organisational structure for efficiency and consistency. Applying Weber's principles to The City Hotel may give a framework towards better management and will help solve the various problems that are being experienced today in terms of operation and finance (Sayin, 2019).
The analyses show that defining clear hierarchies in the organisational structures of the hotel might help outline the specific roles and duties, therefore defining the tasks and encouraging accountability. Its well-defined managerial and employee roles may allow the hotel to standardise decisions and let each department, like the front desk, housekeeping, restaurant, etc., execute their jobs according to their defined tasks. Such a structure can bring about quality service and operation, both of which are fundamental for a hospitality business which is currently experiencing financial issues (Muramalla et al., 2019).
The study also shows that formalised rules and procedures as emphasised by Weber would ensure consistency in service delivery at The City Hotel. A clear SOP in guest interaction, maintenance tasks, and cost management will ensure that members of staff carry out similar activities. Consistency helps in increasing customer satisfaction, which is crucial for returning customers and enhancing reputation.
Finally, impersonal relations in Weber's context, where the course of action is determined by rationality and not favouritism, lead to a more just workplace. The analyses show that the hotel can inspire the staff and other workers to effectively work within their duties through merit-based decisions and clear rules. This will help to have a stable efficient operation. Therefore, The City Hotel can establish and attain a sustainable turnaround strategy through the addition of Weber's principles to generate structure, consistency, and performance (Mucharreira et al., 2019).
[bookmark: _Toc1849659006][bookmark: _Toc182436671]Recovery Program
[bookmark: _Toc1400878496][bookmark: _Toc182436672]Phase 1 (0–6 months): Cost Control
· The report adds to cut back on non-core services cost.
· Introducing promotions focused on attracting the local market and increasing occupancy levels
[bookmark: _Toc66175739][bookmark: _Toc182436673]Phase 2 (6-12 months): Diversification and Revenue Growth
· Establishing co-working facilities, wellness services, and flexible meeting areas for diversification of revenues.
· Providing quality services to boost customer satisfaction.
[bookmark: _Toc850669454][bookmark: _Toc182436674]Phase 3 (12–24 months): Financial Restructuring
· Negotiating with creditors to settle debt restructurings and increase cash flows.
· Developing price elasticities through dynamic pricing to get the optimal room rate based on real-time demand.
[bookmark: _Toc2052575752][bookmark: _Toc182436675]Phase 4, 24-36 months: Sustainability and Growth
· The analyses show that partnering with local businesses for further consistent revenue streams can be helpful.
· Investing in sustainability appealing to the eco-conscious customer base
[bookmark: _Toc982473280][bookmark: _Toc182436676]Risk Mitigation Through Strategy
[bookmark: _Toc1091118057][bookmark: _Toc182436677]Avoidance: The analyses further state that the off-peak package can help the hotel increase the number of persons occupying during the low seasons, thus expanding revenue production throughout the year and minimising the risk of cash flow gaps. Targeted discounts, flexible check-in options, and value-added packages can attract more guests during low-demand periods.
[bookmark: _Toc379207325][bookmark: _Toc182436678]Cost Control: The report highlights that The exercise should have tight control on non-core areas, such as administrative expenditure and other costs of non-core supplies. Controlling unnecessary inventory will enhance resource allocation by making sure that whatever exists is used effectively, thereby reducing operational costs without loss of service quality. This is an important determinant for overcoming high overheads and the maintenance of profitability (Akash et al., 2024).
[bookmark: _Toc193539660][bookmark: _Toc182436679]Risk Transfer: The analyses show that the acquiring of cancellation insurance will protect the hotel from financial losses in case of last-minute changes or unforeseen cancellations. The safety net then shields the hotel from fully felt strain through ready money which will see to whether commitments are met even when events are disrupted (Samira et al., 2024).
[bookmark: _Toc94805143][bookmark: _Toc182436680]Retention: The hotel must retain experienced employees at the cost of its service quality. Flexibility in staffing is critical, which may include part-time and outsourcing arrangements, to balance its interests in controlling labour costs so it can stay competitive in customer satisfaction without optimising labour costs.
[bookmark: _Toc2119338991][bookmark: _Toc182436681]Risk Assessment
· The report outlines Market and Economic Risk: The turnover in the economy, inflation, and discretionary spending have hurt the hotel's competitiveness in the market.
· Operational Risks: Labor shortage and high energy prices pose a more harmful effect on the staffing level and continued quality service standards.
· Low returns generation and high debt servicing skills risk posing financial risks associated with long-term sustainability (Bouteraa et al., 2023).
[bookmark: _Toc1026292034][bookmark: _Toc182436682]Conclusion
The analyses finally conclude that the current position of the City Hotel exemplifies the need for an organised recovery plan with cost control and risk mitigation, as well as revenue diversification. Thus, with the adoption of Weber's organisational principles and staged approach, the operations of the hotel can be stabilised, while placing it competitively in the market. If these recommendations are well implemented, The City Hotel can increase profitability, regain customer trust, and build a sustainable model for long-term success.
[bookmark: _Toc839997120][bookmark: _Toc182436683]Recommendations
· Strict framework for cost management along with labour and operational costs.
· Diversification of services to open up new segments in the market (Chowdhury, 2024).
· Debt management through negotiation with creditors and enhancement of liquidity
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Income Statement (in GBP)

Item 2021 2022 2023

Revenue 5248290 5307480  2,325440
Cost of goods sold (411600)  (401510)  (176,250)
Employee costs (1,724,760) (1,770,700) (1,233,160)
External expenses (1,894,720) (1675410) (1,071,030)
Taxes and duties (excluding income tax) ((144,070)  (133,020)  (88,950)
Depreciation & amortisation (409,190)  (634,030)  (661,590)
Charges to provisions 5960 17950  (55,550)
Other current operating income and expenses (40.520)  (25030)  (41,100)
Other operating income and expenses 34780 (11,000)  (216,650)
Operating Income 664,160 674,730 (1,218,850)
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Inventories 35,230 36,350 29,470

Trade receivables 691,380 792,450 479,180
Current tax assets 158,730 141,310 73,490
Oher receivables 215,050 236,540 201,270
Current financial assets 50,980 117,050 116,950
Cash and cash equivalents 740,500 641,620 205510
TOTAL CURRENT ASSETS 1,891,970 1,965,340 1,285,880

TOTAL ASSETS 12,941,110 15,921,080 15,653,970
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Income Statement (in GBP)

Item

Revenue

Cost of goods sold
Employee costs
External expenses
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