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[bookmark: _Toc181912456]Introduction
An accommodation, dining and event facility, the City Hotel is a well-known urban hotel. But its downward financial performance has been ongoing for some time now, with lower revenue, lower occupancy rates, and lower customer satisfaction. These issues pose challenges, which have led people to question future hotel viability and have driven hotel owners to consider strategic intervention (Altin et al., 2023). The purpose of preparing this report is to evaluate if The City Hotel is financially healthy or if there are dimensions a declining financial health and, accordingly, to assess whether financial health is declining, the main financial metrics in the past three years have been assessed and the causes of the financial decline have been derived. Action-based recommendations will be provided in this report through an in-depth analysis of trends and factors that impact the profit of a hotel an it would restore the financial stability of the hotel, customer satisfaction will be improved and operational efficiency in the hotel can be achieved for sustainable growth in the environment.
[bookmark: _Toc181912457]Financial Performance Analysis
	Financial Metric
	2021
	2022
	2023

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

	Cost of Goods Sold (COGS)
	£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

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

	Net Income
	£333,930
	£304,650
	£1,134,950



[bookmark: _Toc181912460]Identification of Key Issues 
Several directly associated ones affecting a hotel's profitability are the decline in profitability of The City Hotel associated with various factors such as price, cost structure, and its overall market position. It can be observed that the sharpest drop is in revenue which plummeted from approx. £5.3 million in 2022 to £2.3 million in 2023. But the City Hotel has been adversely influenced due to external factors e.g. intensified competition, economic downfall, and variations in customers’ taste which would have resulted in a sharp decrease in revenue. Maybe some of what draws potential The City Hotel guests away is the growth of alternatives by way of vacation rentals. Additionally, not only because more people are willing to spend their time at their own homes, but also because the hotel business that experienced the recent economic challenge of inflation and the fact of increased rate of interest probably decreased demand for hotel services and that is leading to decrease the occupancy rate (Dabrowski et al., 2019).

It is also a cost structure problem, a profitability challenge. While revenue is declining, it is the expenditure of employee costs that is one of the largest ongoing liabilities. Due to slumping revenue in 2023, employee costs decreased very little from past years to a grand sum of £1.23 million. This imbalance suggests that The City Hotel has not adjusted its staffing costs and labor costs to the lower demand. Additionally, revenue less gracefully declined compared to external costs and this examinates turnover in controlling variable costs (Al-Wattar et al., 2019). There are also high fixed costs such as rent, utilities, and insurance, which makes it difficult to adjust to lowered costs in response to lower revenue (Patiar and Wang, 2016). The rigid cost structure of The City Hotel prevents it from increasing its margins and becoming profitable during any time of low occupancy.

Moreover, financial problems also indicate customer satisfaction, reputation and other problems. A lack of differentiation in the hotel’s offering, subpar quality of service, old facilities, or low occupancy rate may result. Such customers of lively urban markets will have a desire for an experience that provides more than basic lodging with modern amenities, personalized service or unique experience. Unless the trends of these expectations are met by the hotel, which unfortunately will also be losing customers to competitors who offer a better all-around experience, the City Hotel will not retain its customers. Not only would bad reviews from customers and word of mouth destroy the hotel's reputation and be hard to recruit new customers or hold existing ones. These customer satisfaction issues with revenue and therefore with profitability are directly impacted.


Yet, as with any hotel, no small part of the responsibility is borne by macroeconomic factors. Cost increases have come as a result of increased prices paid to utilities, supplies and food and beverage (in part as a result of inflationary pressures) within the broader economic climate. In a competitive market, the City Hotel may wait before raising prices because people might decide to go elsewhere instead and The City Hotel would lose money by not raising prices than by cutting costs. On top of higher borrowing costs, it is also getting harder and we will have to raise interest rates as we service and manage our debt deeper into the cycle, perhaps much deeper. It’s another financial burden that consumes shavings from what’s left for making investments or improvements to get customers better service and operational efficiency.
To sum up, these are the causes for The City Hotel’s profitability challenges: and a declining revenue, a rigid cost structure, a low customer satisfaction, and a difficult macroeconomic environment. Then to deal with these issues we need to be holistic, combining internal strategies like cost restructuring, improved service, or external tactics such as targeted marketing or a competitive strategy. The factors underscored the need for a powerful turnaround strategy to address financial, operational, and market-oriented issues to rehabilitate the hotel's financial health and competitiveness.
[bookmark: _Toc181912461]Turnaround Strategy Proposal 
This requires a combination of a complete turnaround strategy based on leveraging revenue and thereby leveraging cost and customer satisfaction in a way that allows to also revitalize The City Hotel's financial health. The strategy will focus on long-term viability by increasing revenue streams, optimizing expenses, and improving guest experiences and financial challenges.
	Budget Category
	Description
	Estimated Cost (£)
	Timeline

	Revenue Enhancement
	
	
	

	Dynamic Pricing & Marketing
	Digital Marketing 
	50,000
	Short-term

	Event & Corporate Packages
	Promotion and engagement
	25,000
	Medium-term

	Cost Reduction & Efficiency
	
	
	

	Staffing Optimization
	Training and Workshops
	10,000
	Short-term

	Energy Efficiency Upgrades
	Maintenance, Facility Management, HVAC
	75,000
	Medium-term

	Supplier Negotiations
	Bulk Discounts
	5,000
	Short-term

	Customer Satisfaction
	
	
	

	Facility Upgrades
	Wifi, networking.
	100,000
	Short-term

	Guest Experience Programs
	Spa, wellness.
	30,000
	Medium-term

	Financial Restructuring
	
	
	

	Loan Refinancing
	Debt restructuring
	15,000
	Long-term

	Asset Liquidation
	Selling non-essential assets 
	-50,000 (revenue)
	Long-term

	Contingency
	Additional capital
	20,000
	Ongoing

	Total Estimated Budget
	
	£280,000
	



[bookmark: _Toc181912462]Revenue Enhancement
One of the best ways to increase revenue is to upgrade the menu and broaden the audience at The City Hotel. As a hotel it can be done by targeting corporate clients and event organizers with packaged deals for conferences, weddings, name it all, using the hotel’s already existing event facilities. Dynamic pricing may help resolve revenue problems in peak seasons and attract price-sensitive customers off-peak; more (Theodoulidis et al., 2017). By running a more comprehensive digital marketing strategy further the hotel can increase its visibility, have access to new segments of the market and may even be able to form partnerships with online travel agencies and then attract via targeted social media advertising (Franco et al., 2020). With the opportunity that the City Hotel has it can bring more customers that will help them to gain more revenue by positioning the pricing right.
[bookmark: _Toc181912463]Cost reduction, and efficiency improvements.
The theme is to lower operating costs while preserving the quality of the service to make a profit even better. Revenue should be drastically lowered without drastically high staff costs and staff can be optimized by careful massaging of the staff you do have through streamlining of roles, cross-training, and careful scheduling. The hotel can reduce labor costs without impairing guest experience by changing the staffing levels according to the seasonality of demand and minimizing the usage of external contractors for nonessential services. Upgrading lighting and HVAC and other energy efficiency improvements are ways of lowering utility expenses, as energy costs rise. Other attempts, such as renegotiating bulk discounts with suppliers, and finding local food and beverage providers to cut down the costs without any compromise on the quality, will also be made (Rotondo and Fadda, 2019). These measures effect change in the cost structure towards a more flexible environment that is more elastic concerning the size of the demand shock; at the same time a positive cash flow is produced for the hotel (Raguseo and Vitari, 2017).
[bookmark: _Toc181912464]Customer Satisfaction and Service Improvements
A major objective is to further increase occupancy rates and to increase repeat business by further increasing customer satisfaction. The common areas of the hotel, such as the hallway, the elevator and the lobby, can be altogether modernized with modern amenities such as high-speed Wi-Fi, smart TVs and comfortable furniture, which will attract both business travelers, and younger ones (Dai et al.,  2015). The City Hotel will excel more than any of its competitors if succeeds in training its staff to deliver excellence in customer service and personalize the customer experience. Offering your guests curated local experiences or on-site experiences, such as culinary classes, wellness sessions, or even regular hobbies like cooking, can help the hotel differentiate itself from the competition and attract guests who want unique experiences (Turner et al., 2017).  Prioritizing customer satisfaction will help the City Hotel to increase its market position by increasing the occupancy rate.
[bookmark: _Toc181912465]Financial Restructuring
Thus, an increase in The City Hotel’s debt and the company’s diminishing profitability meant a financial restructuring became part of the strategic turnaround. Some of these high loan repayments could be offset through refinancing available options for existing loans on the market to enable them to obtain lower interest rates in order to free up cash for essential improvement works. For instance, the flexibility of the firm in gaining improved cash flow volatility through reversing of leasing or consolidation of debts. So in one direct method, it could try to communicate with the stakeholders based on their identity, they are the lenders and investors that will help with the immediate short-term financing to fund operating changes or to meet payment liabilities (Nieves and Diaz-Meneses, 2016). Since it acts as a way that the hotel can address the liquidity situation, such a change would require the hotel to dispose of any non-revenue generating assets so that the hotel can concentrate more on revenue generation than on liquidity generation (Sardo et al., 2018). These will also reign In the debt level of The City Hotel and the resultant balance that will fund growth and the achievement of long-term goals.
[bookmark: _Toc181912466]Implementation Plan 
	Tasks
	Month 1
	Month 2
	Month 3
	Month 4
	Month 5

	Implement dynamic pricing strategies.
	
	
	
	
	

	Targeted digital marketing campaigns
	
	
	
	
	

	Optimized staffing schedules
	
	
	
	
	

	Cross-training
	
	
	
	
	

	Initiate room and facility upgrades (Wi-Fi, smart TVs)
	
	
	
	
	

	Expand corporate and event packages.
	
	
	
	
	



[bookmark: _Toc181912467]Conclusion 
In summary, the performance of The City Hotel is financially and operationally vulnerable with a decrease of income and a significant level of fixed costs, low customer satisfaction, and more obligations. Such measures that will be needed to restore profitability and viability in the future will have to come from huge enhancements in recent financial performance. This report presents a complex turnaround method that will seek to generate more income from different marketing approaches and new services; cut costs by raising efficiency; enhance customers’ satisfaction through building new facilities and additional value-added services; and reform the financial current condition to wipe out a massive amount of debts. This strategy can be implemented through short-term actions to stabilize the revenue (short term) and medium-term actions to differentiate the hotel and the long-term financial restructuring of the company (long term) based on the phased approach which will allow starting the gradual reestablishment of the hotel market position. With these strategic changes, it is well equipped to achieve financial sustainability, to increase occupancy and prospects for a growing market within a fiercely competitive urban hotel business.
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