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Executive Summary
The City Hotel's financial performance is examined in the report, which shows a significant decrease in revenue and profitability.  Furthermore, despite reductions, operational costs—particularly employee expenses—remain high, suggesting inefficiencies. While rising debts and declining retained earnings exacerbate long-term solvency issues, the hotel's decreased liquidity highlights its struggle to meet short-term obligations.  A critical analysis will be carried out to find a turnaround strategy.
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This report will evaluate the financial performance of the city hotel while identifying the reasons that have catered to its decline in finances and profitability. Through the analysis of the external factors and the trends of revenue, the report will aim to develop strategic recommendations that have been aimed at improving the financial health of the organisation.
[bookmark: _Toc179078435]Evaluate the trends and patterns in the hotel’s financial performance
The financial performance of the hotel over the past three years has witnessed various critical trends in consideration of its profitability, revenue, and expenses. This will help to determine the shifts that have been observed in contrast to the challenges faced by the City Hotel. 
Decline in Revenue: It has been observed that the trends in revenue for the organisation have faced a significant decline of 55.7% in 2023, considering a fall to £2,325,440 from £5,248,290 in 2021, within a span of 2 years [Provided]. This is significantly concerning provided that the operation of the hotel is within an urban location in which there are higher rates of event traffic and occupancy. This should, however, positively contribute towards the revenue of the organisation. The onset of the COVID-19 pandemic has further impacted the hospitality sector with concerns about travel restrictions and lockdowns. This could play a prominent role towards the decline of revenue for the City Hotel. This similar trend has been witnessed across organisations operating in the hospitality sector. It has been observed that Marriott International has seen a decline in its revenue due to the onset of a pandemic by 50% (Marriott, 2024). On the other hand, the recovery strategies post-pandemic offered by the organisations, such as an integrated customer experience and flexible bookings due to the integration of digitised technologies have helped the hospitality sector in the UK to recover. However, the adoption of post-pandemic recovery strategies has not yet been displayed by The City Hotel. 
Management Expenses: The overall costs that are associated with the hotel's operations, including the external expenses, costs of goods sold and the expenses procured externally have been critical to understanding the current situation of the hotel. It has been observed that the costs of employees remained the highest expense for the organisation has decreased to £1,233,160 in 2023 from £1,724,760 in 2021 [Provided]. In consideration of these reductions, a major proportion of the hotel's revenue has been allocated towards the cost of employees which could pose an indication towards the inefficiencies in the management of their labour within the periods where the hotel had a lower rate of occupancy. On the other hand, the competitors of the organisation such as the Premier Inn had introduced significant measures to cost-cutting through the introduction of self-check-in methods. The measure of adapting digitised technology within an organisation allows it to reduce the cost of the workforce without having to compromise the quality of service provided by the brand (Leo et, al. 2023). Moreover, it has been observed that the external expense of The City Hotel had dropped to £1,071,030 from £1,894,720 within the same time frame of 2021 to 2023. This decline suggests that the measures of cost-saving by the organisation had been insufficient to balance the decline in revenue. 
Concerns to Profitability: It has further been observed that the profitability of the organisation has been adversely affected which has caused the brand to procure a negative income from its operations. The operating income of the organisation was £664,160 in 2021 which has declined to £1,218,850 in 2023. A steep decline in profitability could be associated with a decline in the overall revenue for an organisation that is compounded through various fixed costs such as depreciation (Simon, 2021). It has further been observed that the depreciation of the city Hotel, which had increased to £661,590 from £409,190 had added prominent pressure on the overall profitability of the organisation.
Challenges to Liquidity: The liquidity of an organisation is significantly measured by the availability of assets and cash for an organisation (Alhassan and Islam, 2021). This adheres to an added concern for the City Hotel as the liquidity of the organisation had decreased to £295,510 in 2023 from £740,590 in 2021. The decline in liquidity for an organisation underscores a prominent reduction in the ability of the business to cover its liabilities in the short run (Oino, 2021). This further indicates a negative perception of a brand considering the external pressure from the competitive market that could disrupt the long-term sustainability of the brand. The current asset of the City Hotel includes their trade and other receivables. This has also seen a decline to £1,285,880 from £1,891,970 within a span of 3 years. Therefore, the competitors of the hotel, such as, the Shangri-La group have effectively managed their challenges of liquidity by selling their assets that are not essential while securing partnerships with various digitised service providers (Sitecore, 2022). Implementing these measures has helped the organisation to significantly improve its flow of cash within the competitive hospitality market dynamics of the UK.
Issues of Solvency: Considering the perspective of solvency, the long-term borrowings of the City Hotel had increased to £8,290,570 in 2023 from £8,113,710. Moreover, it was observed that the retained earnings had decreased in adherence to a deficit of £151,050 in 2023, which was £801,550 in 2021. Determining the solvency of an organisation indicates the reduction of load from debt (Sikveland et al. 2022). However, for the City Hotel, it remains leveraged. The City Hotel has further introduced a lease-free debt that has surged by £3,353,260 from £2,844,970. Within the hospitality sector leasing is a common tool for financing, however, it could put a strain on the brand in consideration of high levels of lease that could disrupt the generation of cash flow for an organisation (Grace et al. 2020). Therefore, the organisations operating within the hospitality sector employ the use of the light asset model. The adoption of this model helps organisations to manage the overall issues of solvency by reducing the financial burden (Seo et al. 2021). The City Hotel could therefore adapt to introduce similar models within their work environment that could help them reduce a prominent load in their worksheet.   
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The overall decrease in profitability for the City Hotel could be underscored through the analysis of various external and internal factors. These issues have been spread within different segments of the operations of the business considering the rise in costs of operations with the changes in market conditions and the behaviours of customers. One of the primary factors that have contributed towards the decline in profitability of the organisation is the overall effects of the onset of the COVID-19 pandemic. Within a global stage, the hospitality sector was the most affected business due to the restrictions of travel with a process of prolonged lockdown. Considering this, the City Hotel has experienced a prominent drop in their rates of occupancy, which is considered the traditional generator of revenue within the urban hotels. It has been observed that the hospitality sector in the UK has witnessed a drop in revenue by 60% due to the onset of the pandemic (ONS, 2021). The other hotel chains in the UK such as the InterContinental Hotels Group have reported a steep dropdown in their revenue. Moreover, the hospitality sector has faced an uneven recovery process with the urban hotels rebounding at a slower rate due to their dependency on business travellers and international visitors. For instance, Premier Inn has witnessed a drop in their RevPAR in the UK by 50% in comparison to the levels of pre-pandemic (The Guardian, 2023). 
On the other hand, the decrease in revenue by £2,325,440 underscores a prominent decline in the challenges faced by the organisation that relies on events and business travel. This was faced due to the majority of the organisation opting for meetings in virtual spaces rather than in person while the organisations such as the City Hotel focused on offering facilities for business meetings and events had been affected severely. The rise in the cost of operations within the hospitality sector has been a prominent reason for the City Hotel's decline in profitability. Despite reducing their costs of employees and external expenses, the organisation has remained a high procurement of income. Although the costs of employees were reduced, it represents a prominent proportion of expense for the organisation. The advent of cost elevation could be linked to the overall labour market in which the hospitality industry has been struggling with the rise in pay wages and the shortage of staff (Fine et al. 2021). 
Aftermath the COVID-19 pandemic and the issues with Brexit, the UK has been facing a shortage of staff mainly within the hospitality sector. It has been observed that the reduced availability of workforce in the UK has reached over 1 million vacancies within the hospitality dynamics (GOV UK, 2024). Various businesses have been forced to raise their wages to attract and retain their workforce, which has significantly contributed towards the higher costs of labour. It has been observed that Whitebread has increased their cost of wage by 10%, signifying a trend that has affected the overall profitability within the hospitality sector (Whitebread, 2024). Moreover, the external expenses including the cost of the supply chain and other amenities have significantly increased for The City Hotel. This could further be aligned with the rise of inflation rates due to the increase in the price of oil due to the Russia-Ukraine War (BBC, 2024). It has been observed that the crisis of oil imports has led to a prominent strain on the hospitality sector due to the dependencies of hotels on heating and electricity. 
To mitigate this crisis, the Government of the UK introduced an energy price cap with an aim to offer relief for the hotels in the country. Furthermore, the economic environment of the UK has further contributed to the issues of profitability. The macro business environment in the UK has faced a prominent inflammatory pressure in the aftermath of the COVID-19 pandemic has led inflation to reach over 9% (Bank of England, 2023). This has further led to a reduced disposable income while facing an increased cost of services. The discretionary spending on leisure and travel significantly tends to decline within a thriving environment. Moreover, the rise in rates of interest has been aimed to mitigate that has been aimed mitigate inflation have increased the borrowing parity for various businesses. The borrowing of the City Hotel has increased to £8,290,570 in the last year. The higher interest of payments considering this debt would strain the organisation's profitability which has further contributed towards a negative opening income for the City Hotel. However, various businesses in the hospitality sector have faced similar impacts in procuring debt-servicing costs. 
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To revitalise the financial health and reputation, the organisation could adhere to a multi-turnaround strategy considering, 
Diversification of Revenue: The City Hotel could expand its offerings of services and target a new segment of customers. The organisation should further collaborate with the local businesses for hosting small conference meetings and a hybrid environment for work, which would help them generate more revenue. The City Hotel could introduce packages for long stays or attract extended stays, following the growth in its demand. 
Digital Transformation: The organisation should further tend to enhance the experiences of their guests through the implementation of digitised solutions. The implementation of contactless check-in services with an updated booking system helps an organisation within the hospitality sector to reduce the cost of the workforce while enhancing customer satisfaction (Shrivastava et al. 2022). Following this, the organisation implements loyalty programs using customer data analytics which would help in encouraging repeat bookings.
Marketing and Reputation Management: The organisation could launch a campaign that is focused on providing their customers with premium and personalised services to regain the trust of customers (Srivastava et al., 2022). Moreover, the organisation should collaborate with various influencers to promote the offerings of the hotel. An effective use of social media platforms could help organisations to attract a diverse segment of client base. 
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Therefore, the financial decline of the City Hotel adheres to the various internal and external challenges that include the rise in costs and inefficiency in operations due to the changes in the preferences of customers. Therefore, a strategy that is focused on the diversification of revenue, management of reputation and leveraging digital transformation would be required by the organisation to raise the financial strength of the hotel. 
Recommendations 
The report recommends a multi-faceted turnaround strategy. The implementation of a strong marketing campaign to regain customer trust and draw in a wider clientele, improving digital transformation through contactless services and loyalty programs, and diversifying revenue streams by focussing on new customer segments and organising events in conjunction with nearby businesses are some of the main initiatives. The City Hotel hopes to boost its competitiveness in the hospitality industry and recover financially by concentrating on these areas. All things considered, the report emphasises how urgently strategic adjustments are required to restore the hotel's operational effectiveness and financial stability.
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