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Executive Summary 
The City Hotel is an ageing institution that suffered a very serious revenue decline, very low occupancy, and lost customer satisfaction in the last three consecutive years. The financial pressures that it has faced are how serious in terms of falls by 56% between 2021 and 2023, creating operational losses due to high fixed costs and incorrect and inadequate cost-cutting measures. The key challenges would be an epidemic, stiff costs, and increased operating costs with the incorporation of macroeconomic factors. A turnaround plan will help stabilise financial issues and ensure customer delight through serving local as well as business clients; also, a revamp of events as well as digital marketing. Control of cost shall be exercised by proper management of staff and efficiency in the energy consumption, fine-tuning of customer experience. Debt restructuring and monetising of non-core assets may ensure stability in the long-term period. The strategy recommended should be based on a maximisation of revenues and increased cost efficiency in bringing back The City Hotel to profitability and restoring it to its former glory. If this fails, the next course of action should be the sale or merging of the business operation.
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[bookmark: _Toc182432787]Introduction 
This case study demonstrates for many years, this city hotel had been an institution, providing restaurant, bar, and event facilities to urban clients. Recently, however, it's been a dive in terms of revenue, occupancy rate, and customer satisfaction. The survival of the hotel would be at risk. Based on the current financial situation, and its stressful nature, the owner now seeks professional advice about whether there is a possibility to turn the business around or if some alternative feasible financial outcome needs to be accepted. This report assesses the financial performance of the City Hotel for the last three years, mainly focusing on the reasons why profitability has decreased in the company and provides a full-fledged strategy to re-captivate its financial health and reputation. 
[bookmark: _Toc182432788]Analysis of Financial Performance (2021-2023) 
For the evaluation of the financial performance of The City Hotel for the last three years, the most important indicators of performance are revenue, expenses, profitability, liquidity, and solvency. 
Revenue: 
The revenue of the hotel declined sharply and was reduced from £5.25 million in 2021 to £2.32 million in 2023, resulting in a reduction of 56%. This greatly declining revenue indicates significant reductions in business volume, probably due to reduced occupancy rates, fewer bookings for events and, as if not enough, the pressure from the external market-external shocks, which may include various economic downturns or changes in consumer preferences. Some of these events might be real-life events, which worsen the position of hotels regarding their revenue, such as the COVID-19 pandemic affecting the globe. 
Expenses: 
The hotel was trying to cut down on overall expenses in line with the reduction of revenues, although the expense cuts were not balanced. Employee cost, the single biggest area of expense is overtaken by expenditure on external expenses and fixed charges, which did not fall significantly as well (Hayes, Hayes, and Hayes, 2021). The employee cost declined from £1.72 million in 2021 to £1.23 million in 2023 representing just a slight decline compared to the scale of the revenue fall. Like external costs, external expenses declined from £1.89 million in 2021 to £1.07 million in 2023. The fixed cost burden burdening this hotel, such as depreciation, rent, and taxes, has been huge and endured for a long time and contributes towards the total loss of the hotel. 
Profitability 
Whereas in years 2021 and 2022, The City Hotel was still profitable, whereas in 2023, the hotel suffered a massive operating loss amounting to £1.22 million. The profitability reversal mainly occurred through the severe decrease in revenue along with fixed costs that could not be reduced to the extent needed. This resulted in expanding the gap between costs and income and led the company to suffer net losses for the first time in three years.  
Liquidity: 
The liquidity status of the hotel has deteriorated severely over the years. Cash and cash equivalents have declined from £740,590 in the year 2021 to £295,510 in the year 2023. This presents a stressed condition whereby the hotel cannot meet its immediate financial obligations. Current assets also present this trend, therefore suggesting solvency issues that imperil the effectiveness of the hotel in running the day-to-day running and meeting all obligations (Chang, Gan, and Mohsin, 2022). 
Solvency: 
The solvency status of the City Hotel too has deteriorated. Long-term borrowings increased marginally from £8.11 million in 2021 to £8.29 million in 2023, hence increasing the financial burden on the business. The hotel showed retained earnings on the upside, while net income moved on a flip from a profit of £333,930 in 2021 into a loss of £1.13 million in 2023. This signals a downward trend in equity and reduces the capability to tackle the long-term debt of the company, indicating a negative development about the ability of the company to keep solvent going forward (Mavlutova et al., 2021). 
[bookmark: _Toc182432789]Key Reasons Behind the Decline in Profitability 
There are a set of factors involving both real-world external incidents and internal operation issues that have caused a drastic fall in the profitability of The City Hotel for the past three years. 



Real-World Impact: 
The global spread of the COVID-19 pandemic has had a devastating impact on the hospitality business. It could hardly be different for The City Hotel, which faced the brunt of its impacts. Widespread travel restrictions and event cancellations were the hallmarks of the pandemic 
(Demir et al., 2021). The larger tourism and hospitality sectors were disrupted, and occupancy rates and event bookings at The City Hotel went into a tailspin during the height of the pandemic, 2020-2021. Partial recovery is likely in 2022 while its long tail effects continue to reverberate through 2023, hence a more than 50% revenue decline. For instance, the pandemic has witnessed a slow and uneven recovery in travel and tourism, with potential guests still exercising caution over travelling, especially for leisure and events (Cheer et al., 2021). This is coupled with persistent public health fears, but also lockdowns and social distancing measures, which have further reduced the opportunity for the hotel to generate revenue. 
Inflexible Cost Structure:
One significant reason the hotel has fared poorly financially is a failure to downward shift its cost structure to reflect lower revenues (Noel, 2022). It partly resulted from fixed costs, such as employees' pay and external costs, including utility, maintenance, and supplier contracts, which were relatively high compared with revenues that plunged considerably. For instance, the costs of employees decreased from £1.72 million in 2021 to £1.23 million in 2023, a decline of about 28%. Revenue declined by as much as 56% over the same period. External costs, although lower, were still a substantial cost item on the hotel's books. The large, fixed costs of the City Hotel rendered it vulnerable to decreasing revenues, unable to rapidly reduce costs in line with lowered income (Chanyasak et al., 2022). Such a big chasm between revenues and costs that it ended up resulting in the operating loss found in 2023. 
Macro-economic Conditions: 
Apart from the pandemic, macroeconomic conditions too have had a role to play in diminution of profitability at this hotel (Yacoub and ElHajjar, 2021). Including, foremost, the period of post-pandemic rising inflation, increased labour costs, supply, and utilities demanded higher operational costs. The following energy crisis and supply chain disruptions further pushed up operational costs, as competitiveness in the urban hospitality sector reached a new peak. Market share might have been lost by the City Hotel to other competition that was best positioned to deliver competitive pricing or quality services in the market, further contributing to revenue. 
Customer Satisfaction and Reputation Issues: 
This low level of customer satisfaction might have arisen from a decreased service quality due to budgetary constraints and is probably the secondary factor that exacerbated the misery of this hotel (Köseoglu, Yick, and Okumus, 2021). Dissatisfied customers would not revisit or recommend the hotel, and thus repeat visitors might be reduced, creating a negative impression of the hotel. Since the service industry depends on word-of-mouth publicity and guest satisfaction ratings are at a low level in this industry, it might have been one of the factors that made it impossible for this hotel to maintain balanced occupancy levels and reduced profits consequently. 
[bookmark: _Toc182432790]Turnaround Strategy for The City Hotel 
A turnaround strategy for the City Hotel should, therefore, focus on improving both short-run liquidity and long-run sustainability. The strategy of revenue generation, cost control, and efficiency must be embraced, building on financial obligations (Fairley, 2019). 
1. Revenue Generation 
Target Local and Business Markets: 
Recovery of the tourism industry at the worldwide level will take a long time, and therefore, The City Hotel needs to change the focus of residence to local people and business tourists (Khan et al., 2020). A staycation package can attract those who are ready to spend some part of the weekend outside their house but don't want to travel too far. This way The City Hotel will be able to gain corporate clients' focus because of its meeting venues for conferences, seminars, and retreats. Discounted rates for weekday visits, corporate membership, and meeting packages might attract business travellers. Many business travellers are slowly returning to in-person events. Engaging smaller, regional markets could form a steady stream of revenue to offset the loss of international visitors. 
Utilise Event Space: 
The City Hotel's event facilities constitute a significant part of the hotel's bottom line. As leisure travellers are still scarce these days, the hotel should market its facilities more vigorously for weddings, corporate functions, community gatherings, or charity events. 
 For that, competitive pricing, flexible booking options, and tailored packages will do the trick. Since such events normally demand a host of services - catering, accommodation, and decoration for venues, optimised bookings will enhance overall revenue per guest. ( Hallmann, K. 2024). The long-term partnership relationship would have to be developed with the local businesses, event organisers, and professional associations so that a stable inflow of events will be going. 


[bookmark: _Hlk182436400]
Digital Marketing Campaigns: 
Online marketing would be necessary, as online booking has become the new norm, and most guests prefer booking rooms and planning events themselves on such a platform. Through social media, the City Hotel can also promote services, offers, and special deals (Kumar, 2021).  The hotel will attract exposure and new customers through partnerships with influential travel bloggers or influencers. Online campaigns can be targeted towards local and regional audiences who might be interested in the hotel's staycation packages, event facilities, or business amenities.  
2.Cost Control 
Human Resource Optimisation: 
The volume of business would have seen a steep fall, and the hotel needs to relook at its staffing levels. Flexible staffing models such as part-time employment, or contract-based hiring may help to reduce fixed payroll costs without compromising on service quality. It can further improve the efficiency of the workforce by training employees to perform multiple tasks. This is because, at times of a change in demand, the hotel can serve people without having many full-time employees on board.  Energy and Resource Efficiency 
Energy and resource expenditures are some of the largest expense line items despite declining business. Energy conservation measures can save on utility bills. Energy-efficient lighting, HVAC systems, and equipment will have upfront costs for capital, but these should pay for themselves over time. ( Dounskaia, N. and Shimansky, Y.P. 2020).
2.Operational Efficiency 
Improve Customer Experience: 
Reputation is one of the key areas of recovery of the hotel. The service quality can improve customer experiences through improved operatic actions and prompt response time (Nobar and Rostamzadeh, 2018).  Training programs must be held at regular intervals that strengthen staff customer interaction, as proper delivery of service occurs when the workforce is prepared to execute the task.  
Optimise Digital Engagement 
The online booking system must be straightforward to ensure easier operations and ensure a more pleasant customer experience. Promotions, special deals, as well as loyalty schemes, available through the hotel website, push customers to make direct bookings rather than relying on third-party websites. This can be further improved on the website of the hotel, making it mobile-friendly and with sections for reviews by customers. ( Goodyear, V.A., Armour, K.M. and Wood, H.2019).
4; Financial Restructuring Debt Refinancing: 
Indeed, the long-term borrowings have gone up, and management needs to keep working on that liquidity as well as solvency improvement. Refinancing of the hotel debt can be done through better negotiations with creditors for improved terms, such as lowering the rate of interest or repayment period. Consultation with financial advisors might be necessary to restructure the debt; otherwise, this could free resources for investing in recovery by the hotel. (Mathews, S. et al. 2022).
Sale of Non-Critical Fixed Assets 
The sales or leasing of non-core assets will provide an instant injection of cash for The City Hotel to overcome financial stress. Idle spaces like unused conference rooms or parking areas can be rented out to local businesses or be used as co-working spaces to increase additional revenues and reduce costs on unutilised spaces. ( Akhtar, M. et al. 2022)
 
 
 
 
 
 
 	 

[bookmark: _Toc182432791]Conclusion 
This brings financial challenges for City Hotel as revenue dries up, costs remain at a level of high expense, and liquidity is weakened. These factors can well help in restoring the financial health of the hotel if proper revenue-generating focus can be placed on local and business markets, cost management is bettered through efficiency, and operational efficiency is implemented. This would be achievable by short-term interventions that would enhance customer experience and fixed cost reduction, while in the long-term event facilities utilisation as well as enhancing digital marketing. In effectively executing such turnaround efforts, the hotel has a better chance of bouncing back to profitability and recovering its reputation. Any alternative financial outcomes would include selling or merging the business in case these efforts fail. 
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