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[bookmark: _Toc180843440]Introduction 
The report reflects on the case of The City Hotel which is located in the urban landscape and offers a greater cornerstone of hospitality. It offers services like restaurant, bar and facilities to manage diverse clients. The hotel also faced some significant challenges that have developed a decline in revenue, a reduction in the occupancy rates, and damage to customer satisfaction. It impacts on the management of the future viability of the industry (Zhong et al., 2021). From the competitive landscape, the external economic factors impact on the hospitality industry and are considered imperative to manage the emerging challenges in the operations. To address the challenges, a comprehensive evaluation is presented using a financial performance analysis of three years. Therefore, the report focuses on the metrics to learn about the revenue generation system, expense management process, profitability ratio, liquidity measures, and solvency measures. Vogel (2021) stated that the decline in the services is considered using internal and external factors that is followed by providing definite turnaround strategies to manage financial health of the hotel. 
[bookmark: _Toc180843441]Financial Performance Analysis of the City Hotel 
Income Statement (In GBP) 
	Item
	2021
	2022
	2023

	Revenue
	5,248,290
	5,307,480
	2,325,440

	-
	 
	 
	 

	Cost of goods sold
	-411,600
	-401,510
	-176,250

	Employee costs
	-1,724,760
	-1,770,700
	-1,233,160

	External expenses
	-1,894,720
	-1,675,410
	-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
	17,950
	-55,550

	Other current operating income and expenses
	-40,520
	-25,030
	-41,100

	Other operating income and expenses
	34,780
	-11,000
	-216,650

	-
	 
	 
	 

	Operating Income
	664,160
	674,730
	-1,218,850



Balance Sheet (In GBP)
	 
	2021
	2022
	2023

	Goodwill
	4,644,940
	4,611,270
	4,558,200

	Other intangible assets
	1,774,590
	1,865,250
	1,874,250

	Property, plant and equipment
	4,053,590
	3,803,530
	3,574,710

	Right of use
	-
	3,100,830
	3,621,810

	Investments in associates
	77,440
	83,440
	59,850

	Non-current financial assets
	88,470
	80,970
	77,190

	Other non-current assets
	-
	-
	-

	Deferred tax assets
	410,110
	410,450
	602,040

	TOTAL NON-CURRENT ASSETS
	11,049,140
	13,955,740
	14,368,100

	Inventories
	35,230
	36,350
	29,470

	Trade receivables
	691,380
	792,450
	479,180

	Current tax assets
	158,730
	141,310
	73,490

	Other receivables
	215,050
	236,540
	291,270

	Current financial assets
	50,980
	117,050
	116,950

	Cash and cash equivalents
	740,590
	641,620
	295,510

	TOTAL CURRENT ASSETS
	1,891,970
	1,965,340
	1,285,880

	TOTAL ASSETS
	12,941,110
	15,921,080
	15,653,970

	Share capital
	2,620,370
	2,620,370
	2,620,370

	Retained earnings and other reserves
	-801,550
	-452,820
	-151,050

	Net income for the year
	333,930
	304,650
	-1,134,950

	OWNERS EQUITY
	2,152,750
	2,472,200
	1,334,370

	Non-controlling interests
	103,430
	110,830
	76,210

	TOTAL EQUITY
	2,256,180
	2,583,030
	1,410,580

	Long-term borrowings
	8,113,710
	7,755,840
	8,290,570

	Long-term lease debt
	-
	2,844,970
	3,353,260

	Retirement benefit provisions
	93,690
	114,630
	124,160

	Other non-current provisions
	33,670
	40,650
	35,930

	Deferred tax liabilities
	451,420
	447,010
	345,760

	Other non-current liabilities
	35,090
	27,190
	79,110

	TOTAL NON-CURRENT LIABILITIES
	8,727,580
	11,230,300
	12,228,780

	Short-term borrowings
	399,760
	319,910
	475,050

	Short-term lease debt
	-
	221,810
	301,220

	Other current provisions
	49,560
	12,120
	12,280

	Trade payables
	527,180
	499,330
	401,350

	Current tax liabilities
	44,560
	69,510
	27,170

	Other liabilities
	936,300
	985,070
	797,640

	TOTAL CURRENT LIABILITIES
	1,957,360
	2,107,750
	2,014,600

	TOTAL LIABILITIES
	10,684,940
	13,338,050
	14,243,390

	TOTAL EQUITY AND LIABILITIES
	12,941,110
	15,921,080
	15,653,970



The financial performance of The City Hotel comparing the three years is indicated by the provided income statement and balance sheet. It reveals significant trends in the market based on the revenue, significant expenses, and rates of profitability, liquidity ratio, and solvency (Uyar et al., 2020). From the given financial measures using the balance sheet and income statement of the City Hotel, the revenue trends are estimated as considering an appropriate decline in overall revenue from £5,248,290 in 2021 to £2,325,440 in 2023 respectively. It seems changes and dropping of approx.56% in three years. The decline is concerned and reflected with the emerging challenges of the hospitality industry that impact on the operations using external factors like changes in the services at the time of COVID-19 pandemic. It also impacted the measures taken to manage the consumer behaviours. There is an increase in overall revenue from £5,248,290 in 2021 to £5,307,480 in 2022 that allows a temporary recovery and the process of stabilisation. It also faces a definite and sharp decline in 2023 that allows the process of recovery as not sustainable for the operations and services of a hotel. To examine the expense analysis of The City Hotel, it develops understanding to the measures taken for the cost of goods that are implemented to the decrease from £411,600 in 2021 to £176,250 in 2023 respectively. The financial statement defines the costs that has not decreased the proportionally of the expenses. The employee costs has dropped from £1,724,760 to £1,233,160 within the same period. 

Figure 1: Decline in the Revenue
The decline indicates a possible layoff and reduction in the qualified staff members towards the response of the revenue decline. The external expenses decrease from £1,894,720 to £1,071,030 in three years. Apart from the reductions in different variable costs, the fixed costs of The City Hotel determine the value of depreciation and repayment with the significant increase of almost £409,190 in 2021 from £661,590 in 2023 respectively. The consideration determines the increases in the fixed costs that manages a deteriorating system for the financial situation.
The profitability trends in the case determine the operating income analysis to manage troubling effects in the operation (Tharmini and Lakshan, 2021). It seems that the operating income has shifted from a greater profit of £664,160 in 2021 towards a loss of £1,218,850 by the end of 2023. There are some dramatic changes to underscore the impact of declining the revenues and make increases in the fixed costs over the profitability. There is an ability for the hotel management to make effective generation of the profit and make severe management to the inability for the management of the operational costs with different levels in the revenues. Liquidity ratios define the ability of a hotel for meeting definite obligations (Sakshi et al., 2020). There is a specific liquidity ratio like measuring the current ratio and considering the lack of detailed balance sheet for the learning of the current liabilities from time. The decline in the cash and cash equivalents seen from £740,590 in 2021 towards £295,510 in 2023. The reduction increased the capacity of hotel for meeting the immediate system of the financial obligations without making possibilities in borrowing the liquidation (Ntounis et al., 2022). According to the given income statement and balance sheet, the solvency consideration of the financial performance determines the overall liabilities to make increases from £10,684,940 in 2021 to £14,243,390 in 2023. The increase allows services to become leverage and face definite challenges to fulfil the long-term obligations while considering the losses in the industry. The estimation of the total equity has decreased from £2,256,180 in 2021 to £1,410,580 in 2023 as facing some definite losses. It impacts on the financial stability of the hotel in the hospitality industry (Adams, 2024).  
[bookmark: _Toc180843442]Declining Factors with Reasons 
There are a lot of reasons to face declining factors in the financial performance at The City Hotel that develop the contribution to the internal and external elements. Lin et al. (2020) elaborated that for the internal factors, the service quality is considered effective due to the changes in customer satisfaction in the hospitality sector. The City Hotel faces a decline in service quality due to different reasons such as lack of skilled staff, inadequate provision of training, and higher rates of employee turnover. The inconsistency in service delivery is leading towards negative visitor’ experiences that directly affect the level of customer satisfaction and profitability (Legrand et al., 2022). The challenges in the operational efficiency directly impacts on the profitability of the hotel. Higher staff turnover has resulted in the increase of training costs. It follows the disruption in service delivery and possess a desired system of the operational efficiency. The hotel management needs retaining of the qualified and skilled staff while maintaining the consistent standards in the service delivery processes (Heald and Hodges, 2020). The effective marketing strategies are necessary for the attraction of the guests and maintenance of the competitive positioning within the market. The City Hotel seems not adopting effective and adequate marketing strategies according to the consumer preferences that failed to maintain leverage in the digital marketing channels. It seems in missing such opportunities for reaching to the potential customers. Furthermore, the online reputation management is also essential to make improvements in the guest decisions (González-Torres et al., 2021). Negative reviews on the online platforms like Trip-Advisor or Google impact on the future guests’ services. 
The external factors identifies changes in the economic conditions that influences the hotel performance. There are different challenges such as inflation, increasing in the unemployment rates, and downturns in the economic condition to make reduction in the disposable income for leisure travel services. Filimonau (2021) illustrated that it is leading towards the decrease in overall occupancy rates. The City Hotel experiences a lower demand for providing broader economic challenges and make definite system of consumer confidence and traveling of the spending. Additionally, there are some fluctuations in travel trends like increase in the remote work that is leading towards the reduction in the business travel and make impact on the level of occupancy (Fatima and Elbanna, 2020). There is also a greater competitive landscape in the hospitality sector that is evolving. It seems that The City Hotel allows a differentiation strategy for the performances with the competitors. It seems fulfilling the changing in the market demands and loss in the overall market share. The increased in the competition from the alternative accommodations like consideration of Airbnb or boutique hotels determines pressure in the traditional hotels such as The City Hotel to lowering the prices. It seems enhancement in the services without providing the corresponding increase in the overall revenue.
[bookmark: _Toc180843443]Implementation of Turnaround Strategies 
To apply the turnaround strategies in The City Hotel, it is essential to manage efficiency to the financial and operational goals for making revitalisation. Financially, the hotel needs to manage the revenue growth to more than 25% in the next fiscal year. It will help enhance the occupancy rates and make an increase in the average daily rates (ADR) (Dube et al., 2021). To manage the operating loss towards a positive operating system, the hotel must focus on the effort to take control in the costs and improvements in the overall revenue streams. Additionally, there must be some achievements to the positive cash flow in the coming six months to develop liquidity and effective operational sustainability. Dashper (2020) presented that from the operational system, the improvement in customer satisfaction is essential. The hotel needs achievement of customer satisfaction more than 85% by providing efficiency in the service quality and guest management processes. Furthermore, the optimisation of the operational efficiency helps the hotel to make reduction in the operational costs by 10%-15% using the streamlining processes and implementation of appropriate technological integration in the coming year. The management needs addressing of the staff retention by decreasing the rate of employee turnover by 25% using improved system of training and employee engagement processes that will contribute to gain efficiency in the overall service quality.
Therefore, it is recommended to the City Hotel make improvements in financial and operational services as the definite turnaround strategy. It is essential to work on the financial quality improvements by collecting relevant feedback (Carlisle et al., 2023). The regular collection and analysis of the guest feedback using surveys and online reviews will be helpful for the identification of the specific system and make improvements in the finance and operations. The strategy will be based on the development of the task to gain implementing changes and ensure the guest concerns to be addressed appropriately by the management and representatives.  It is essential to start comprehensive training programs for the existing and new employees to make enhancement in the customer service management, operational facilities, and product knowledge in the industry (Anguera-Torrell et al., 2021). The consideration of the ongoing training sessions will be helpful for implementing and keeping the staff updated with the best practices and definite standards. It helps fostering a definite culture of continuous enhancement in the financial procedures. Financial and operational strategies will also be analysed using definite customer segments like attraction of the business travellers and tourists (Alrawadieh et al., 2021). It is essential for the management to identify the customers by tailoring the financial reosurces and make attractions effectively. The management needs development of the promotional packages that are helpful for the identification of related segments like management of meeting packages and arrangement of the family events with profound deals and packages. Akbari et al. (2021) reported that the use of social media and different online platforms will also help in gaining a reputation management of the hotel in the hospitality industry. Appropriate finances are needed for improvements in the online presence using active engagement based on social media platforms and building efficiency to the brand loyalty for the attraction of new guests. 
[bookmark: _Toc180843444]Conclusion 
It has been concluded that the report has presented the case of The City Hotel with a detailed financial analysis. The analysis has been performed using the income statement and balance sheet of the hotel. The City Hotel faces greater challenges for the combination of internal inefficiencies and also some significant external pressures leading towards the decline in the revenues and overall profitability. Therefore, it has allocated with the comprehensive management of the financial performance with suggesting areas of improvement such as service quality, efficiency in the operations, and implementation of effective marketing strategies. The implementation of clear strategic goals and the targeted actions like enhancement of the customer experience, optimisation in the operations, and restructuring of the finances are helpful for the hotel to manage a path toward success in the hospitality industry. The report also focused on presenting the turnaround strategy for The City Hotel with restoring the financial health, improvements in the customer satisfaction, and securing the position within the competitive market.
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