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Executive Summary
The report has explored and highlighted the monetary performance of the association The City Hotel according to the past three years. There has been a detailed evaluation of the revenue trends and the expenditure planning. It has also portrayed the liquidity aspects and the solvency areas of the business evaluation of the hotel. There has been a discussion regarding the matters that caused such declination in the profit generation. Apart from that, the report has represented an entirely new turnaround strategy considering various areas. Henceforth, it has also addressed some effectual areas suggesting the hotel for the betterment of their financial growth.
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[bookmark: _Toc191054175]Introduction
The organisation named The City Hotel is located in an urban landscape which is known for its diverse range of services such as restaurants, bars and event facilities. The organisation has experienced significant deterioration in their revenue generation, occupancy rates and also consumer satisfaction in recent years. Despite its promising location, such measures raise concerns regarding the future of the business which necessitates for effectual turnaround strategy. The report is going to shed light on the financial performance of The City Hotel over the past three years. The evaluation will focus on the major aspects such as revenue expenses, profitability, liquidity and solvency. It will also recognise the main factors for the failure of the hotel to generate profitability considering real-world events such as economic shifts and global crises. According to the evaluation, a detailed turnaround strategy will be explained in the report aiming for better monetary health and an uplifted brand reputation of the hotel.


[bookmark: _Toc191054176]Explaining the Financial Performance Analysis
The analysis of the financial performance involves several factors incorporating the monetary aspects of any business organisation. According to the income statement and the balance sheet of The City Hotel, a detailed financial performance analysis is reflected in the following.
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Figure: Representing the Income Statement of The City Hotel
Source: (Kimmel et al., 2020)
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Figure: Presenting the Balance Sheet of The City Hotel
[bookmark: _Hlk191051729]Source: (Kimmel et al., 2020)
1. Revenue Trends
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The revenue values reflected a steady situation until 2022 followed by a potential decline in 2023. The major decline in revenue from £5.3 million to £2.3 million defines a possible decrease in consumer demand or occupancy rate in both areas. This deterioration indicates a substantial difficulty that necessitates to be addressed to bring back the hotel’s stability. High competition, poor marketing efforts or the impact of the post-pandemic economic situation can be the factor for such a significant drop in 2023 (Kimmel et al., 2020).
2. Expenses and Profitability
Cost of Goods Sold (COGS):
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COGS has decreased potentially over the past three years specifically in 2023 Which was the possibility of the hotel’s attempt towards cutting costs. However, the substantial fall in revenue outpaces the reduction in expenses reflecting that the cost-saving aspects have not been sufficient for maintaining profit potentiality (Kyere and Ausloos, 2021).
Employee Costs:
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The employee costs amounted to a greater value in 2022 followed by a sharp decrease in 2023 which might occur due to layoffs or decreased working hours. On the other hand, the cost reduction in such a major indicates short-term solutions which may impact the quality of service resulting in customer dissatisfaction.
External Expenses:
[image: ]
The external expenses have also declined over the period which holds the possibility of cutting back the non-essential services by the hotel. The decrease in the value holds the potential of improving the short-term profitability still it can impact the brand reputation along with impacting the customer experience (BBC, 2025).
Taxes and Duties:
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Taxes and deputies have also deteriorated in the past two years which might be attributed to lower revenue and profit, lowering the taxable base. However, the decline in taxes does not offset the potential decline in revenue and tax rates are unlikely to be sufficient for ensuring long-term business stability as well (Seal, 2019).
Operating Income:
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The operating income was highest in 2022 still it became negative in 2023 reflecting a failure in generating efficient profit to control costs. The loss indicates severe operational inefficiency or changes in market trends that worsen the control of the hotel (BBC, 2025).
3. Liquidity and Solvency
Cash and Cash Equivalents:
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The cash levels have deteriorated over the past three years defining that the hotel is inconsistent regarding its cash reserve. This denotes major liquidity issues which cause difficulties for the hotel to meet the short-term obligations (Forbes, 2022).
Trade Receivables:
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The drop in receivables in the year 2023 discloses that consumers are either paying off outstanding amounts more slowly or the hotel has a stricter credit policy. The declination of the value holds the potential of improving short-term liquidity still it can limit the further growth of the business.
Current Liabilities:
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The current liabilities of the hotel have remained at a stable position still with the decreasing liquidity satisfying the obligations can be challenging. This also defines a greater risk of insolvency if there is a continuous deterioration in revenue generation (CFI, 2025).


[bookmark: _Toc191054177]Stating the Reasons and Contributing Factors Responsible for Declined Profitability 
Businesses such as The City Hotels operate with major factors that are required to be operated in a business. Thus, the failure in operating profit or maintaining the profit margin can be a result of different interrupted factors. The deterioration of the profitability of the hotel can be due to inefficiencies in the internal operations, external economic pressures and also global events. The probable areas that are responsible for the drop in the profitability of the hotel it briefly discussed in the following. 
1. Internal Factors
Ineffective Pricing and Marketing Strategy: The pricing model of the hotel might not be efficient and competitive according to the market situation. The financial standing of the hotel describes that they have not adequately responded to the changes regarding the shift in consumer preferences or market demand (Santos et al., 2024). They might also have limited marketing efforts specifically in digital areas which can result in reduced brand awareness and visibility.
Operational Inefficiencies: The hotel's capacity to deliver its services at scale has been potentially affected by cutting its employee numbers. This is one of the major factors that caused the decline in customer service quality. This operational interruption is responsible for customer dissatisfaction relatively damaging repeat business and impacting online feedback. 
Quality of Service and Customer Experience: The weakening service quality can also be an internal factor, for example, the lessened number of workers or the delays in maintenance. These measures can directly affect repeat bookings and disrupt overall guest satisfaction (Santos et al., 2024). 
2. External Factors
COVID-19 Pandemic: There has been a major health crisis all over the world which left a substantial impact on the hospitality industry. There have been lockdowns, travel restrictions and social distancing that have reduced the demand towards hotel bookings. The occupancy rates in the bookings were substantially dropped in 2020 and 2021 whereas The City Hotel also saw the same. However, the hotel experiences potential recovery in 2022 even with decreased consumer confidence and the slow recovery of international travel (Vojtekova and Kliestik,  2024). 
Brexit and Economic Uncertainty: The repercussions of Brexit have caused a major downfall within the economy which was potentially identified in the tourism and hospitality sector. There has been a devaluation of the currency which has affected the preference of the international visitors. Apart from that, there has been Brexit which has caused higher costs in different areas such as labour shortages. This consequence occurred as most of the employees in the hospitality sector were EU nationals who were returned back their homes or experienced visa-related problems post-Brexit (Küçük et al., 2021). 
Rising Inflation and Economic Downturn: The growing price levels have also impacted consumer behaviours where only fewer consumers had the preference to dine out, travel or book hotel stays. This was greatly responsible for the hike in the utility costs and price of the raw materials affecting the profit margins of the hotels (Küçük et al., 2021). 
3. Increased Competition
There was a potential rise in short-term rental services such as Airbnb which caused significant challenges for the traditional hotels. The customers preferred affordable and unique options for accommodations and The City Hotel lost its market shares. 
[bookmark: _Toc191054178]Demonstrating an effective Turnaround Strategy
The probable factors for the declined profit describe that various areas must be improved by the efforts of the organisation in operating their business. The changes can be measured by highlighting the following areas. 
[bookmark: _Toc191054179]Short-Term Strategy
1. Revise Pricing Model
Dynamic Pricing: The hotel should adjust room charges according to the demand, and seasonality and also consider the competitor's pricing to boost the occupancy rates (Forbes, 2024).  
Discounts and Packages: They can opt for different promotional activities such as weekend deals or ear-bird discounts for customer acquisition.
2. Cost Reduction and Efficiency Improvements
Renegotiate Supplier Contracts: They can redirect their operational costs to operating with the suppliers at better rates. 
Energy Optimisation: The implementation of energy-efficient systems can also help in decreasing utility expenses (Baliouskas et al., 2023).
Operational Streamlining: The hotel can discard unnecessary costs along with managing the quality specifically in the areas such as housekeeping and front desk operations. 
3. Boost Marketing and Customer Engagement
Enhanced Digital Presence: Greater consumer engagement can be achieved by increasing visibility using potential social media campaigns and paid advertisements (Forbes, 2024).
Online Reviews: The continuous or quick response to queries and guest feedback can guide the organisation to improve its ratings and build customer trust.  
Loyalty Programs: The effort of offering loyalty rewards can help in gaining repeat customers through offering discounts and exclusive offers for their return visits. 
4. Enhanced Customer Service
Staff Training: Offering potential training to the existing workers can improve the customer service of the association (Forbes, 2024). 
Cleanliness and Maintenance: Regular cleaning can maintain high standards of the hotel and maintain guest satisfaction as well.
Quick Response to Feedback: Understanding and paying value to negative feedback can help the hotel to address the concerns of the customers and enhance satisfaction. 
[bookmark: _Toc191054180]Risk Management within the Turnaround Strategy
Risk Reduction: The organisation must track their monetary and operational functioning, and adjust its services and costing charges to stay competitive. 
Risk Transfer: The risk can be reduced by expanding the income streams such as hosting events, and offering catering services. It will potentially reduce the reliance on the room bookings of the hotel (Williams et al., 2021). 
Risk Avoidance: The entity can ignore maximum debt to maintain liquidity which will relatively help them to avoid monetary strain.
[bookmark: _Toc191054181]Long-Term Strategy
1. Invest in Technology and Infrastructure
Online Booking Systems: Utilising technological upgradation the entity can improve their booking platforms which can signify their guest experience and develop their operational expenses (Williams et al., 2021).
CRM Tools: The implementation of the customer relationship management systems can also help to personalise guest interactions which will relatively increase retention.
Security Enhancements: There must be an updated security system which will ensure the guest's safety and establish trust.
2. Service Differentiation
Unique Offerings: They can customise the packages to include wellness retreats, local tours or themed events to attract niche markets (Walker, 2021). 
Personalised Experiences: The hotel can offer its services by personalising them according to the individual customer demands. This will help promote brand loyalty and boost guest experiences. 
3. Expand Market Reach
Target New Customer Segments: They must expand and try business travel, international tourism or family vacations to achieve greater number of consumers. 
Global Travel Platforms: The hotel can boost its presence on the global platforms which will allow it to attract international customers as well (Drury, 2021).
Targeted Marketing: The utilisation of data-oriented marketing strategies for achieving new customers can also increase overall bookings of the hotel as well.
[bookmark: _Toc191054182]
Recommendations
Leverage Digital Tools: The hotel is suggested to invest in user-friendly and exclusive booking platforms. In order to design the platform, the entity must employ online travel agents to optimise their reach to a vast range of audiences.
Offer Flexible Booking Options: They are suggested to offer flexible booking policies such as free and easy cancellations and loyalty programs. This can efficiently help them to appeal towards cautious customers in uncertain times. 
Monitor Financials Regularly: The organisation must direct potential monetary checks and attain effectual strategies regarding the market situation. They must properly conduct with their stakeholders and discuss their monetary expectations which is crucial for building trust. 





[bookmark: _Toc191054183]Conclusion
The report concludes that The City Hotel has experienced substantial monetary difficulties in recent years which is evident through their deteriorated revenue, hiked expenditure and other areas. It has briefly discussed the areas stating the performance of the business and the possible measures for such a drop in revenue generation. However, the consideration of the detailed turnaround strategy that has been explained in the report can signify the standings of the hotel. It has illustrated the ways investing in technology and expanding services can assess their long-term sustainability and profit potential. Apart from that, an effectual risk management strategy is necessary to reduce the financial threats. Thus, the report has reflected that the appropriate consideration can help The City Hotel to recover its brand reputation and return to its profitability.
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