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[bookmark: _Toc181189772]Introduction
Over the three preceding the current year, the City Hotel’s and Customer Satisfaction have reduced sharply. As this report reveals, hotel has a number of problems related to its financial management, primarily in the sphere of cost and revenues. The retrenchment strategy used to rebuild and strengthen the current financial position of the City Hotel entails cost reductions and revenue increases. These activities include programme that centres on such strategies as competitive pricing strategy and optimal utilise of resources that are normally left idle through appropriate advertisements over the internet. In case of inefficiency of these approaches, there are other ones, like asset sales and rebranding, available. It is to improve the hotel’s financial performance and achieve its sustainable future sustainability.
[bookmark: _Toc181189773]Financial Analysis
The City Hotel performance has worsened throughout the past three years through decrease of revenue, increase of expenses, loss of liquidity and solvency. This evaluation focuses on five key areas: Revenues, expenditures, profitability, liquidity and solvency are among the most popular financial ratios.
1. Revenue Trends
As it will be seen from the forthcoming analyses, from 2021 through 2023, The City Hotel recorded decreased revenues. The actual overall income received by the hotel was £5,248,290 as of the year ending December 2021 and a small addition of £5,307,480 as of December 2022. Nonetheless, for the fiscal year ending December 31, 2023, the revenue was at £2,325,440, this was a decline of about 56%. This sharp decline could be attributed by external reasons such as; post pandemic market constraints, changes in customers’ behaviour, and reduced travelling for business and tourisms. Inability to respond to these changes especially via proper marketing or proper pricing models has greatly affected the hotel’s top line.
2. Expense Trends
Important findings of the study included the fact that operating costs continued to rise at the City Hotel even as revenues declined, a clear sign of inefficiency.
· Cost of Goods Sold (COGS): Despite the fact that the COGS reduced by £411,600 in 2021 to £176,250 in 2023, a depreciated of about £57%, this was not enough to cover the sharply declined revenue from £5,248,290 in 2021 to £2,325,440 in 2023, a depreciated of about £56%. Greater cost of goods sold cuts mean that while the cuts to the COGS were proportional to the capacity of sales decline to impact on the profitability, greater and more progressive approaches to cost control were needed.
· Employee Costs: Employee costs, a major component of overall expenses, decreased from £1,724,760 in 2021 to £1,233,160 in 2023. While this represents a 28.5% reduction, it is still disproportionate to the 56% drop in revenue, indicating poor workforce management and an inability to effectively cut labour costs.
· External Expenses: These expenses, which include maintenance, utilities, and other operating costs, decreased from £1,894,720 in 2021 to £1,071,030 in 2023. Though there was a reduction, these costs remain too high in relation to the hotel’s diminished revenue.
3. Profitability Trends
The City Hotel’s profitability has steadily worsened over the past three years:
· In 2021, the hotel recorded an operating income of £664,160, which remained relatively stable at £674,730 in 2022. Nonetheless by the end of the year 2023, the operating loss of the hotel was recorded as £1,218,850. This massive swing in the profitability is speaks volumes about hotels capacity or lack of it to change its cost structure as revenues decline.
· Operating Margin: The operating margin of the hotel in 2021 was at 12.6% which was all wiped out by 2023 leading to a very large operating loss. This key shift reveals two important messages, one of which is that despite incurring high fixed costs the bulk of which are for employees and external products and services, its overall revenue plummeted.
4. Liquidity Trends
The hotel’s liquidity has also deteriorated over the past three years:
· Cash and Cash Equivalents: There was also the problem of reduced cash reserves of the hotel from £740,590 in 2021 to £295,510 in 2023.
· Current Ratio: Comparing the current ratio with that of 2021 (being current of £1,891,970 against current liabilities of £1,957,360), it has reduced in 2023 to 0.64 (being current of £1,285,880 against current liabilities of £2,014,600. This shows that the hotel is incipiently insolvent and may experience short-term cash flow problems in the future.
5. Solvency Trends
The City Hotel’s solvency position has also weakened, with long-term debt increasing over the period:
· Long-Term Borrowings: Consolidated long-term loans rose from £8,113,710 in 2021 to £8,290,570 in 2023. This persistent and increased borrowing coupled with the reduction in core operating profit reminds that the hotel is deeply in too dependent on borrowings which increase credit risk (Syapikah, 2018, p. 177).
· Debt-to-Equity Ratio: The credit risk increased, characterised by debt to equity ratio at 4.74 in 2021 and increased to 10.67 in 2023. This marked rise demonstrates that the hotel has been relying on debt than equity and at the same time the equity base is declining. This fact put an issue with the hotel’s ability to service its debt in the long run on a positive note (Johnson et al., 2019, p. 2).
Current financial analysis shows worsening of The City Hotel’s financial status in revenue, total costs, gross profit/loss, current assets, and non-current assets and liabilities during the last three years. The hotel needs highlighted include flexing a rigid cost structure, controlling costs of cash flows and seeking diversified sources of incomes for the hotel to regain financial stability.
[bookmark: _Toc181189774]Key Reasons for the Decline
Possible reasons cover internal factors of the City Hotel coupled with external economic constraints that have triggered the observed decrease in profit making capabilities.
1. Post-Pandemic Impact
The hospitality sector was disrupted significantly by the COVID-19 pandemic: recovery is gradual. The shift in demand patterns which has emerged due to COVID 19 measures like reduced commercial travel and increasing importance of security and flexibility have shrunk the hotel turnover (Abbas et al 2021, p. 7). The opposite might be the case where The City Hotel probably could not manage the changes and did not apply safety measures or option of flexible reservations that would attract more consumers.
2. Inflation and Rising Costs
The global inflation has affected the costs of operations; including foods, utilities, and supplies. As the price structure of City Hotel reflects, the company has not managed to decrease its cost structure in the same proportion to the fall in its revenues. Among all the main costs, one of the major and still increasing costs was employee costs when revenue shrank dramatically. From £1,724,760 in 2021 to £1,233,160 in 2023, the costs for employees reduced to 28.5 per cent. However, this reduction was not equivalent to the £5,248,290 revenue in 2021, which plunged to £2,325,440 in 2023, a 56% dip. This issue points to the rigid cost control since the increasing, labour costs claimed a greater portion of declining revenues deepening operational loses of the hotel (Basu, 2023, p. 238). Workforce restructuring or efficiency measures are then vital for redressing this imbalance in order to improve the financial health. 
3. Rigid Cost Structure
The cost behaviour of the hotel also appears to be somewhat fixed particularly in the labour cost. This value has proven that employee cost inefficiency was uncontrolled as revenue fell by over 50% while the costs only declined by about 28%. In exactly the same manner, external expenses failed to decline as needed with the rest of the activity, escalating the gap between income and costs.
4. Increased Debt Burden
The City Hotel has had longer term borrowings and a lease debt to fill the operational gaps and this exposes the hotel to more financial risks. Satisfying this debt has remained as a cost to the hotel profitability especially in the current higher interest rate regime (Legrand et al 2022, p. 211). Debt uses limit hotel financial flexibility and hence its usage was on the rise.
5. Ineffective Revenue Management
Other problems related to corporate failures of dynamic pricing strategies and failure to diversification of revenue base added to the eroding of profitability. The hotel failed to notice that they can penetrate to other market segments, or catch up to new trends in travel that should be helpful in filling up hotels once the world emerges victorious over COVID19 (GBCC, 2023). Hence the presence of external pressures such as inflation rate and changing consumer behaviour post Covid-19 pandemic, lack of adequate control over costs, locus of control and absence of diversification of revenues streams has resulted to reduced profitability of The City Hotel. Therefore to eliminate such trends hotel should come up with the following strategies; cost control and revenue generation activities.
[bookmark: _Toc181189775]Proposed Turnaround Strategy
The application of a thorough turnaround strategy is needed to remediate the company’s financial and image related issues and that is why the following processes: cost control, revenue increase, and operations improvement play a critical role for The City Hotel.
1. Cost Reduction Measures
· Workforce Optimisation:  Let staff members reduce their hours in order to minimise fixed expenses in regard to the number of employees. Forcing expenses (i.e., expenses unrelated to a company’s core business) can be reduced through outsourcing services such as housekeeping or maintenance services (Belanche et al., 2021, p. 479).
· Negotiation of Fixed Costs: Lower the volume of business means less revenue and, as a result, it is high time to negotiate the favourable Conditions with the suppliers, service providers and landlords. This can also aid in avoiding many outside costs As mentioned above they might have many outside expenses.
· Energy Efficiency: The optimisation of the utility costs can also be achieved by integrating energy saving considerations like smart lighting, HVAC control and energy management applications (Legrand et al., 2022, p. 133). Besides the financial benefits, these programs fit under sustainable measures, which are more relevant in the current society. Investing on energy efficiency as a way of implementing the hotel’s CSR strategy has benefits since consumers are preference green products from firms that are conscious about environment. Except for the increase of the operational efficiency, the implementation of these measures also adds to the hotel’s brand personality as pro-social, innovative organisation ready to meet the needs of the distinctive market segment of environmentally conscious travellers. 
2. Revenue Enhancement Strategies
· Dynamic Pricing: Set traffic responsive the prices of the rooms so that during arrays high traffic period the rate is raised to ensure that high revenue is generated and during low traffic periods, the rates are lowered to ensure most of the space is sold. 
· Target New Customer Segments: To reach such travellers, more attention should be paid to new target markets like digital nomads, people who work remotely or tourists continuously seeking leisure (Ascarza et al, 2018, p. 74). This means occupancy can also be expanded through marketing affiliation with travel sites, OTA’s, and event managing companies.
· Event and Conference Focus: Promote hotel’s event space more aggressively because this area commands higher incidental revenue from wedding, business events and conferences.
3. Digital and Operational Optimisation
· Online Presence: Optimise hotel’s webpage and broaden its internet visibility by way of SEO practices, social networks, cooperation with several OTAs. Telesales, online booking options, user-friendly website, and easy to access, more visitors will tune in.
· Customer Experience: Encourage guest’s loyalty by establishing different loyalty programs and collecting their feedback in order to enhance catering services (Nastasoiu and Vandenbosch, 2019, p. 211).
If these strategies are not enough, possibilities for other resolutions may emerged, like selling non-strategic properties, repositioning or being acquired by other, bigger hotel chain. The above choices may help to banish uncertainty or even present the owner with profitable exit plan.
[bookmark: _Toc181189776]In the UK hospitality sector, investment strategies that are apparent to create increased balance sheet stability and improved operating performance include selling and divesting non-strategic assets, repositioning, and acquisitions. For instance, the owner of the Premier Inn hotel chain Whitbread PLC has resorted to sale and leaseback of some of its hotel building premises to rebalance capital back into the business with a view of future expansion ventures (Anderson, 2024). 
Likewise, Greene King has readjusted its positioning strategy over the years through the shutdown of unprofitable outlets and enhancements of its energy efficiency standards. Of these, some can deliver capital in the short term, reduce costs and target new customers (Foodservice Equipment Journal, 2023). However, they could imply compromising on the extent of control such assets or large capital outlay in repositioning initiatives. Hence the need to analyse the situation in order to ascertain the best way forward in terms of financial replenishment.
Evaluation of Alternatives
If the turnaround strategy does not yield the desired results, the following alternatives could be considered:
· Sale of Non-Core Assets: The hotel could either divest itself of unused assets (for example, event facilities) or properties to raise much- needed cash to pay off debts.
· Rebranding or Merger: Sometimes changing under a different brand or affiliate with a large chain company might solve this issue and improve the company’s brand image and internal functioning (Lawrence et al., 2021, p. 2426).
· Liquidation: The owner may have no option than to sell off almost all the properties of the hotel and repay the creditors to leave the business in case the business becomes unprofitable.
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1. Cost Restructuring: A more strategic approach to cost control based on the implementation of existing programs for flexible working time should be developed together with the analysis of the feasibility of revising fixed costs.
2. Revenue Diversification: Focus on prospective revenue generation solutions such as price volatility and internet advertising to raise occupancy and income.
3. Long-term Partnerships: Partner with online travel agencies, event management companies, and publicity and travel companies to increase numerous revenue streams.
4. Regular Financial Monitoring: Continued monitoring and evaluation, by conducting monthly check on financial position of the business in terms of occupancy level, RevPAR and the liquidity ratios.
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In the case of the City Hotel, external market forces and internal factors that are associated with inadequate control of expenditure and revenues cause the organisation’s financial deterioration. Realising the ideas below, the hotel can return to a profitable status and ensure its stable development in the future: The key directions of the targeted turnaround strategy include cost reduction, revenue generation management, and efficiency increase. In case those measures do not yield the desired results, other options including the sale of assets or rebranding could be taken so that the owner gets the best possible financial result.
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