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[bookmark: _Toc182057425]Executive Summary
The City Hotel, the hotel located in the City which targets both the business travellers and tourists, has financial problems such as the decrease of the income, the occupancy rate and customer satisfaction level. The following financial analysis from the year 2021-2023 depicts the current situation has worsened with operating income in the red zone and valuation of shareholders’ equity, giving an indication that urgent corrective measures should be taken. Based on the analysis made in the report, on the following aspects of marketing initiatives, operational improvements and customer relations building, the detailed revision plan has been provided in order to harness the negative trends and bring the hotel into stable financial health. The aroma has planned to adopt renewal energy systems, bargaining with suppliers for better terms, improving website visibility, and inauguration of customer satisfaction and retention policies. Furthermore, outsourcing of debts and getting new working capital for the property enhancement is advised. All these initiatives are aimed at using both endogenous and exogenous factors to revive profitability and market niche in the market.
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[bookmark: _Toc182057426]Introduction
The City Hotel is a busily located, atmospheric urban hotel with facilities to serve both business and leisure travellers. The hotel is widely famous for modern accommodation, conference facilities and facilities to create comfort and convenience for its location, which is primarily a hotel (Luo et al., 2021). Revenue has tumbled, occupancy rates have plummeted, and customer satisfaction has tanked, too, in recent years. Such economic shifts, competition, and operations inefficiency has magnified these problems, and the hotel is now in a precarious financial position (Babajee, Seetanah and Nunkoo, 2020). The objective of this report is to be able to test the feasibility of a holistic turnaround strategy, for City Hotel. The report studies the financial trends, and internal and external challenges in order to stabilise and revitalise the performance at the hotel. It is to find out if strategic improvements can be made to City Hotel that will bring it back to profitability as well as improve customer loyality so the company can adopt strategies to offset the continuing financial distress or to implement other alternatives to not continue with the continuing financial distress (Giglio et al., 2019).
[bookmark: _Toc182057427]Financial Statement
[bookmark: _Toc182057428]Income Statement Analysis
	Year
	Revenue
	Cost of Goods Sold
	Employee Costs
	External Expenses
	Taxes and Duties
	Depreciation & Amortisation
	Charges to Provisions
	Other Current Operating Income/Expenses
	Operating Income

	2021
	5,248,290
	(411,600)
	(1,724,760)
	(1,894,720)
	(144,070)
	(409,190)
	5,960
	(40,520)
	664,160

	2022
	5,307,480
	(401,510)
	(1,770,700)
	(1,675,410)
	(133,020)
	(634,030)
	17,950
	(25,030)
	674,730

	2023
	2,325,440
	(176,250)
	(1,233,160)
	(1,071,030)
	(88,950)
	(661,590)
	(55,550)
	(41,100)
	(1,218,850)



[bookmark: _Toc182057429]Balance Sheet Analysis
	Year
	Total Assets
	Total Liabilities
	Shareholder's Equity
	Non-current Assets
	Current Assets
	Non-current Liabilities
	Current Liabilities

	2021
	12,941,110
	10,684,940
	2,152,750
	11,049,140
	1,891,970
	8,727,580
	1,957,360

	2022
	15,921,080
	13,338,050
	2,472,200
	13,955,740
	1,965,340
	11,230,300
	2,107,750

	2023
	15,653,970
	14,243,390
	1,334,370
	14,368,100
	1,285,880
	12,228,780
	2,014,600



The financial statements of the City Hotel over the past three years reflect an unsatisfactory downward trend, which is mostly under the strain of falling revenue and increasing operational inefficiencies. These declines in revenue meant revenue fell 56 percent from £5,248,290 in 2021 to £2,325,440 in 2023. This revenue drop emphasises an urgent need to quickly tap into a greater customer base to increase occupancy and begin diversification across revenue streams. While the cost of goods sold and employee expenses both plummeted, they did not do so in a manner proportionate to the revenue drop, and preventing large gains from the opportunity to control expenses while incurring large losses 2023. This was a revenue issue and not just one, the deeper structural financial issues were highlighted by the operating income dropping to -£1,218,850 by 2023 (George, 2021).

In terms of balance sheet insights, total assets were more or less stable, going down a bit in 2023. But the hotel’s liabilities increased in particular in the case of long term borrowings whilst shareholder equity dropped dramatically from £2,152,750 in 2021 to £1,334,370 in 2023. As a result of this shift the debt to equity ratio has worsened from 10.68 in 2023 from 4.97 in 2021. The potential solvency issue that it places it at the stage where it was unable to meet its obligations, if liabilities were not reduced or revenue increased (Carlo, 2021).

Additionally, these issues are further underscored with the financial ratios. Liquidity weakened, evidenced by a fall of 0.33 points in the current ratio, from 0.97 in 2021 to 0.64 in 2023 in meeting short term liabilities. A sharp contrast to the margin on the net profit also shows an opposite path, increasing from positive 12.65% in 2021 and moving to huge losses in 52.43% in the year 2023. Strategic initiatives like targeted marketing, cost management and customer experience enhausments are required by the hotel to reverse these trends, and regain financial stability to improve its market standing.
[bookmark: _Toc182057430]Identification of Problems 
However, due to a number of internal and external challenges it has recently been experiencing, City Hotel has been experiencing both financial difficulties and performance downturn. The hotel’s internal cost and operational management issues are mainly caused by increasing employee and operational costs. The high costs have also lined the hotel’s pockets, making it to position where the hotel’s revenue cannot help it to cover its expenses. In addition, bad measures to control costs have made the problem even worse (Barreto and Mayya, 2022). For instance, we have observed an increasing cost of utility costs, maintenance, and supply costs that have increased without corresponding growth in revenue. But these inefficiencies are not only bad for the bottom line, they also impact service quality as resources are stretched so thin to meet rising costs they cannot be used to fund staff training, guest amenities or facility upgrades. To solve these problems the hotel should put quality of cost management and operational efficiency in focus (Giglio et al., 2019).

City Hotel operates in a dynamic economy externally which affects the hospitality industry accordingly. Continued economic fluctuations have curtailed consumer purchasing power and travelers' budgets have shrunken and demand for hotel accommodations has waned. Moreover, there have been specific events, like recent economic downturns, rises in inflation, or industry wide troubles (e.g. COVID pandemic), that have led to reduced revenues with lower occupancy rates as a result (Babajee, Seetanah and Nunkoo, 2020). These external pressures, added to the hotels’ internal challenges, compound the hotel’s need to continue adjusting rooms to keep marketing rates to remain competitive, reducing the profitability (Cavero-Rubio and Amorós-Martínez, 2020). In addition, due to the increased competition hotel sector, particularly in the budget and mid-market segment, the hotel City has to compete and to meet and / or exceed the expectations of customers.
The external economic pressure, ineffectual management of cost and high operational cost has a great effect on City Hotel’s financial performance and its customers’ satisfaction in synthesis. The hotel needs to take strategic turnaround plan both on internal and external improvements in response to these challenges (Lima Santos et al., 2021). It is important to do the following internally first — adopt a more efficient cost management system and undertake operational restructuring to eliminate unnecessary expenses. At an external level, this includes targeting some specific market segments, modifying service offering(s) to accommodate the current demand and looking at methods to increase customer satisfaction that would ensure stability in occupancy and revenue streams (Salem et al., 2020). With respect to City Hotel, a well balanced strategy which encompasses both internal inefficiencies and external market conditions in the requirements to restore City Hotel’s financial health and competitive position in the industry is required (Mehta, Kumar and Ramkumar, 2021).
Some of the factors that have led to the decline of the City Hotel operating profits include internal vices and external vices (Filimonau and Magklaropoulou, 2020). Internally, high costs within the firm such as employee costs and operating costs together with poor cost control have worked towards eliminating profitability. Externally, the general market conditions have turned adverse, affecting people’s purchasing power and hence the rates of uptake of the spaces , resulting in decreased occupancy rates and hence a decline in overall revenue (Zhang et al., 2019). Further, there are various other untoward incidents, which may have physical or regional or industry-specific impacts on the performance of the hotel. All the evaluated factors that have an impact on the hotel’s financial status also harmed its image and travellers’ satisfaction, making the loop vicious and rather difficult to stop (Mitrović, Knežević and Milašinović, 2021). 
[bookmark: _Toc182057431]Turnaround Strategy 
In order for City Hotel to better handle its financial concerns, a specific, targeted turnaround plan should identify customer relations uplift as the chief activity. The current strategy is chosen because its implementation would bring a swift change to customer satisfaction and loyalty – factors Sephira controls that would enable the company to boost occupancy rates and thus, raise its revenue (Sann and Lai, 2020).
Turnaround Strategy: Enhancing Customer Relations
Customer relations improvement, therefore, entails a more complex strategy that focuses on the short-term areas for customer experience and the long-term development of guest relations. The strategy is based on several specific measures aimed at rapidly changing the hotel’s image for past, present, and potential guests (Andini and Koesrindartoto, 2020).
· Their main investment is £50 000 Medial which will be spent on training of personnel to enhance on hospitality skills customer care and manner of handling complaints from clients. It is hoped that it will not only improve working relations between staff and guest on a daily basis but also enable the team to handle and solve problems effectively with a view of increasing the guest satisfaction scores  (Cavero-Rubio and Amorós-Martínez, 2020).
· A plan is to employ technology that enables the guests to manage many things about their stay by their preferences such as room type and also give important feedback after leave departments are the interpersonal, unique, and in many cases, built personal relations with guest can create more sales and faster and more consistent returns therefore contributing immediately and directly to the revenues (Babajee, Seetanah and Nunkoo, 2020).
· Another key to this strategy is to improve the hotel’s first-degree contact with its clients via uses of better web interfaces and membership schemes. In this way, the hotel can receive more direct feedback as to what its guests want, where it can target its marketing more efficiently, and would allow the hotel to reduce commission expenses gained from third party affable websites  (Salem et al., 2020).
· General marketing and promotional campaigns will be reduced to avoid spreading them too thin, although specific marketing campaigns to target potential high-demand, high-revenue generating customers and special events will remain. This selective manner is used to maximise profit returns from the warfare as only opportunities with the highest occupancy potential is chosen  (Reidhead, 2020).
This strategy is executed in a very simplistic manner to improve customer LTV with a primary emphasis on improving the guest satisfaction amidst starting up one of the sturdiest loyalty programs (Serdyuk, 2023). City Hotel has recognised customer relations as essential to develop a base of repeat customers, who in addition to repeat business will likely also become promoters of the hotel, which in turn will steadily build the customer base and increase the flow of revenue. It empowers the hotel to solve its foremost problems of insufficient operating revenues and poor cash flow by increasing sales and occupancy by guests without the necessity for a high amount of investment or the change of the business model (Chan, Okumus and Chan, 2020).
Budgeting 
Financial restructuring type remains as the core part of the turnaround strategy. The existing loan is £5m and the hotel plans to repay this with borrowings from a cheaper source in order to reduce annual interest cost by a maximum of £20000. Also, the management is seeking ways of seeking new investment projects amounting to £2 million for the purpose of bringing improvement to the various dilapidated infrastructure in the property. This infusion of capital is in an effort to transform the appearance and utility make the hotel relevant in today’s hospitality industry (Lima Santos et al., 2021).
	Strategic Initiative
	2024 Budget Allocation (GBP)

	Marketing Enhancements - Digital Ads
	100,000

	Marketing Enhancements - Social Media
	50,000

	Marketing Enhancements - Blogger Outreach
	50,000

	Marketing Enhancements - Event Promotions
	100,000

	Operational Cost Reduction - Energy Saving Tech
	50,000

	Operational Cost Reduction - Waste Management Systems
	50,000

	Operational Cost Reduction - Process Optimisation
	50,000

	Customer Service Improvements - Training Programs
	25,000

	Customer Service Improvements - Feedback Systems
	25,000

	Debt Refinancing - Advisory Fees
	10,000

	Debt Refinancing - Legal Fees
	10,000

	Infrastructure Investments - Guest Rooms
	800,000

	Infrastructure Investments - Public Areas
	600,000

	Infrastructure Investments - Exterior
	400,000

	Infrastructure Investments - Technology Upgrades
	200,000

	Total
	2,520,000



Total Budget: £2,520,000
[bookmark: _Toc182057432]Conclusion and Recommendations 
The examination of the financial statements has presented the problems of the City Hotel as lower revenues, higher operating costs, and low customer approval. It is the detailed areas of internal and external problems that have been outlined that have contributed to the current status of the hotel’s financial woes. However, a proposed turnaround strategy that consists of such elements as marketing improvements, operational cost reduction, customer service enhancements, and financial rebuilding provides a solid basis for revival.
The effectiveness of the above strategies in revitalising the City Hotel is quite plausible if the process is regularly evaluated so as to operate in response to the developing market conditions. Although divestment or closure may be in order, these should only be considered if the strategic changes are unable to generate the desired efficiencies within an agreed horizon. It will be important for the hotel to effectively manage anticipate and control the identified internal and external factors to successfully manage it during this volatile phase. Stressing the flexibility in both concept and operations can turn current threats into assets and foster a culture for long-term success in hospitality industry populated with rival.
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Employee Costs

Year	2021	2022	2023	Employee Costs	-1724760	-1770700	-1233160	




Charges to Provisions	2021	2022	2023	5960	17950	-55550	


Revenue

Year	2021	2022	2023	Revenue	5248290	5307480	2325440	
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