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                                    Executive summary


The City Hotel has been knowledgeable about a significant weakening in monetary presentation over the last three accounting times, with a shrill discount in income, effectiveness, besides liquidity. Key aspects involve decreased requirements, enhanced level of competition, increased level of operational costs, as well as aging possessions. A complete turnaround policy is the future, focusing on expanding revenue flow, developing operational competence, enhancing purchaser experience, besides rearrangement debt to reinstate financial constancy and safeguard long-term sustainability.
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INTRODUCTION

The report has been reflected the City Hotel’s financial presentation has knowledgeable an important decline ended the last three secretarial periods, through sharp discount in the revenue, effectiveness, besides liquidity. Various aspects such as abridged demand, augmented rivalry, rising working costs, besides aging assets have contributed to this recession. In this kind of report, this will illustrate the level of the tendencies in the hotel’s monetary performance along with identifying key details behind the weakening. A comprehensive reveal strategy, concentrating on revenue improvement, cost decrease, customer involvement, and financial rearrangement, will also be planned.

Evaluation of the trends along with the patterns in the City Hotel’s economic performance
Over the past three accounting period, The City Hotel has knowledgeable regarding economical presentation tendencies among several key areas, counting income, overheads, profit making capacity, liquidity, as well as creditworthiness. Below is a detailed illustration depending on the provided revenue declaration as well as balance sheet information (Adowah et al., 2025).
Revenue trends
The perspective hotel’s level of income has reduced level of meaningfully from the level of £5,248,290 during the time of 2021 to the level of £2,325,440 for the period of 2023, a deduction of virtually 56%. This pricing decline designates a substantial decrease in commercial movement, that is frightening (Adowah, et al., 2025). Factors causative to this droplet could comprise lower tenancy rates, abridged demand for this external marketplace circumstances, or competitive strains over the hospitality segments. This is possible that altering customer favourites or macroeconomic influences (that is inflation as well as economic reduction) underwrote to summary customer expenditure, further impacting the hotel’s monetary situation. The proceeds reduction over the three accounting times raises concerns relating to the hotel’s marketplace putting and proposes that it might have been unhurried to acclimate to instable trends in the manufacturing.
Expense trends
      Cost of Goods Sold (COGS):
The level of COGS reduced from the level of £411,600 during the time of 2021 to £176,250 in 2023, highlighting a proportional reduction in terms of line with the drop-in proceeds (Dorta-Afonso et al.,2025). A lower COGS can be accredited to abridged sales capacities, which suggests the hotel was functioning with fewer goods or facilities. While this may appear such as a cost-saving amount, it indicates a lack of commercial activity rather than working competence.
       Employee Costs:
Employee prices reduced from the level of £1,724,760 during the time of 2021 to the level of £1,233,160 for the time of 2023, shows the pattern of a 28% reduction. This discount may designate layoffs, salary reductions, or a reduction in workforce level (Dorta-Afonso et al.,2025). While regulatory labour costs container is an essential move in periods of monetary distress cuts can have principal to negative impacts on service excellence, employee's confidence, and purchaser gratification. Therefore, the respective hotel may be forgoing long-term facility values to uphold short-term monetary constancy (Pipyros and Liasidou,2025).
 External expenses
External expenses like utilities and supplies have reduced from the level of £1,894,720 during the time of 2021 to the volume of £1,071,030 of the time of 2023. This reduction highlights efforts to deduct functional costs. However, excessive cost-wounding could weaken the excellence of the hotel’s facilities and purchaser involvement, which are critical in a competitive hospitality marketplace.
Depreciation and amortisation
The depreciation as well as amortisation overheads increased effectively from the level of £409,190 during the period of 2021 to the level of £661,590 for the time of 2023 (Dorta-Afonso et al.,2025). This increase suggests that the mentioned hotel reflects a high capacity of fixed possessions, possibly reflecting an ageing substructures or significant money speculation. While it is a predictable accounting admission, the cumulative depreciation charges impact effectiveness along reflect that the hotel’s possessions may be aging, then necessitating future speculation for conservation along with renovation.
Profitability trends
The respective business operating income sharply reduces from a positive number of £664,160 during the time of 2021 to a negative number at the level of £1,218,850 for the time of 2023. This radical drop points to an incapability to produce profits from core processes, which is the main uneasiness for a hospitality commercial (Dorta-Afonso et al.,2025). The deterioration in effectiveness may be accredited to lower proceeds along with high fixed prices, including devaluation and operative expenditures. The level of net revenue also reproduces a deterioration trend. It was released from £333,930 during the level of 2021 to a loss of £1.134,950 during the level of 2023. This specifies the hotels deteriorating ability to generate income, which is a main red flag for its financial wee-being (Pipyros and Liasidou,2025).
Liquidity trends
The respective business level of liquidity situation, as designated by cash along with cash counterparts, has worsened from the level of £740 during the time of 2021 to the level if £295,510 in 2023, signalling possible cash flow subjects. This piercing weakening in liquidness raises concerns relating to the hotel’s aptitude to encounter short-term responsibilities and reflects an increasing jeopardy of financial suffering. A weak liquidity position might lead to problems to reimbursing suppliers, and staff, besides services offered, further worsening its operational problems (Pipyros and Liasidou,2025).
Solvency trends
Solvency is the kind of another portion of the concern, by way of respective business as equity has released from the level of £2,256,180 during the level of 2021 to the level of £1,410,580 in 2023, a reduction of 37%. This deduction in equity reproduced the wounded experienced over the three centuries, which consumes depleted proprietor’s equity (Kitoto,2025). Additionally, the business like non-current obligations in term of long-term borrowings as well as lease debt have augmented meaningfully after £8,727,580 over the time of 2021 to the level of £12,228.780 during the time of 2023. The increasing debt burden proposes that the hotel has been driving more to concealment operating wounded or finance wealth reserves (Sun et al., 2025).

Key Reasons Behind the Decline in Profitability
Reduced revenue from decreased demand
An important driver behindhand the weakening ineffectiveness is the piercing drop in income from £5,248,290 during the time of 2021 to the level of £2,325,440 over the time of 2023. This deduction can be credited to numerous real-world influences, predominantly in the hospitality segments, which were meaningfully wedged by the worldwide COVID-19 epidemic in the time of 2020 as well as 2021 (Kitoto,2025). While the epidemic’s severe belongings are now behindhand them, the retrieval date is continuing, with numerous industries still stressed to recover pre-pandemic income levels. The hotel segments as an entire faced an affected decline in tenancy rates, a reduction in entity travel, and a reduction in overall user expenditure, which contributed to lower revenue flow. Additionally, vicissitudes in customer behaviour like a shift to distant work besides less frequent commercial travel have reflected a kind of long- lasting impact on hotels that are trusted on corporate reservations. With rarer people itinerant and remaining in hotels, income from both room reservations and auxiliary services such as events, eateries, along bars would have been reduces (Sun,2025).
Increased competition and market saturation
Another aspect causative to the reduction in terms of profit-making is the kind of increased competition among the hospitality segments (Kitoto,2025). The increase of stages like Airbnb as well as the obtainability of alternative housing choices have created additional choices for customers, putting old-style hotels under pressure to contend on both price along service superiority. As more room option developed available, hotels had to decrease value to stay modest, which likely hurt their level of profit percentage. Additionally, the marketplace in several kinds of urban portions has developed increasingly soaked, with new hotels constantly inaugural. The augmented competition makes it more problematic for well-known hotels to uphold their marketplace share and entice new clientele (Guerreiro et al., 2025) This, attached to the damage of brand difference and purchaser loyalty can worsen the income decline and, eventually, impact effectiveness.
Rising operational costs
The hotel’s level of employee charges as well as external overhead have sustained to hike over the last three accounting times (Jacob et al., 2025). Employee prices raise from the level of £1,724,760 during the time of 2021 to the level of £1,770,700 for the time of 2022 before plummeting to £1,233,160 for the time of 2023. This droplet might propose cost-cutting events, like as layoffs, but nonetheless still opinions to working inadequacies as well as a deduction in the kind of service quality. The type of inflationary surroundings has impacted several kinds of industries internationally, including hospitality 
(Forbes,2023). Bigger level of labour costs, enhanced level of supply overheads, along with an overall enhancement in living overheads, likely pushed up working costs, which the hotel might have writhed to counterbalance through valuing. Rising increase charges, chiefly in the UK, additionally erode acquiring power, which can principal to an abridged number of visitors eager to spend on treatment facilities such as feasting and proceedings (Chen,2025).
Depreciation and amortisation
Another interior factor causative to the weakening ineffectiveness is the development in the kind of depreciation as well as amortisations from the level of £409,190 for the time of 2021 to the level of £661,590 during the time of 2023 (Santa et al., 2025). This proposes that the respective business physical possessed like property along with equipment are elderly and upholding them has developed more luxurious. Although devaluation is a non-cash expenditure, it decreases the general net revenue. The essential for reinvestment in facelifts, upkeep and transformation of the hotel’s amenities could make an additional drag on effectiveness, particularly if purchaser demand is low besides the hotel is powerless to produce enough revenue to endowment these savings (Chen,2025).
Comprehensive turnaround strategy for the City Hotel
Revenue enhancement
       Diversifying revenue streams:
The business needs the leverage its current model to prepare new income-making options. For illustration, the contribution of the level of unique event aspects for corporate conferences, marriages along private proceedings can deliver a supplementary revenue flow. Moreover, the hotel can enlarge its restaurant contributions to entice local customers, concentrating on high-quality dinning bits of knowledge along with themed nights to upsurge food circulation.
       Partnership and collaborations:
Partnering through travel activities, and online booking stages, besides local industries can upsurge discernibility and bring more reservations (Huang et al.,2025). Offering correspondences with home-grow tours, and restaurants, besides magnetism can incentivise companies to select the hotel over contestants.
 Cost reduction and operational efficiency
        Cost control and optimisation:
Analyse working expenses and then recognise portions like as cost-saving, mainly in the kind of employee costs along with external expenses (Garitty,2023). Consider rearrangement changes, optimising labour force administration, and restructuring processes through knowledge such as automatic check-in as well as check-out schemes, which would decrease the essential for the workers for these peak hours (Santa et al., 2025).
       Maintenance and asset management:
The respective kind of hotel should measure its level of property, and plant, along with tackle to classify indispensable upgrades along with repairs. Concentrating on energy-effective systems to decrease usefulness prices over a long period (Huang et al.,2025).
Reputation recovery and customer experience
       Brand revitalisation:
The respective kind of hotel should rebrand itself as a contemporary, users-centric founding, emphasising the kind of sustainability, indulgence, besides community appointment. A strong marketing movement to endorse this rebranding, counting leveraging social media besides customer appraisals, can assistance build an optimistic standing (Forbes,2022).
         Improved customer experience:
Offer personalised knowledge like as concierge facilities, VIP admission to events, and loyalty agendas to inspire repeat business (Santa et al.,2025). Capitalise in operating training to recover customer service values and address feedback punctually.
Financial restructuring
       Debt restructuring:
The hotel would explore choices to rearrange or refinance their level of debts. Attractive with monetary consultants to transfer better loan footing or combine debt can decrease
Monetary pressure as well as free up wealth for reinvestment into the commercial (Huang et al.,2025).
        Asset liquidation:
If the respective has underachieving possessions (like as vacant or excessive real estate), it may deliberately sell or hire them to allow up cash for working expenditures and savings in money-making parts.

Conclusion
This report has indicated that The City Hotel expresses significant tests in its monetary presentation, primarily driven by deteriorating income, increasing costs, along increased   rivalry. However, by accepting a complete turnaround policy, which comprises expanding revenue streams, refining working competence, increasing customer knowledge, and rearrangement debt, the hotel can steady its monetary location as well as restore effectiveness. With opportune interferences, the guesthouse can recuperate its market share, recover purchaser consummation, and eventually ensure long-term sustainability in modest hospitality manufacturing.
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