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[bookmark: _Toc179376389]1. Introduction

The City Hotel with a restaurant, bar, and events facilities, stands amidst the dynamism of a cityscape. Over the past couple of years, however, this hotel has encountered some serious issues, dramatically cutting into its revenue levels, occupancy rates, and overall customer satisfaction ratings. Due to a concerned owner who is highly questioning the long-term viability of the business, this paper intends to confirm whether or not a comprehensive turnaround strategy can be achieved in order to restore the economic health and reputation of The City Hotel.
[bookmark: _Toc179376390]
2. Financial Management Overview

Financial management plays a role, in the longevity of any businesss operations with the balance sheet being at its core as a snapshot of the companys assets and liabilities at a moment in time (Johnson, 2023). Essential, for evaluating financial stability and liquidity in business operations. The Balance Sheet typically consists of two parts. Assets representing the resources owned by the hotel and liabilities indicating the debt owed to creditors. The disparity, between assets and liabilities is referred to as equity which showcases the owners stake, in the business (Behm, 1979). Basically, full comprehension of such elements will be helpful in making prudent decisions which could improve profitability while encouraging sustainability.

[bookmark: _Toc179376391]3. Financial Performance Appraisal

The financial performance appraisal for The City Hotel from 2021 to 2023 indicates a high level of problems in revenue generation and profitability. Whereas the hotel experienced some modest increases in revenues from £5,248,290 in 2021 to £5,307,480 in 2022, these drastically fell to £2,325,440 in 2023 (Fig.1), showing some critical operational issues likely to be heightened by increased competition and dynamic market demands. Concurrently, though expenses were reduced, mainly because of decreased employee costs and lower COGS, this reduction has actually indicated the failure of the hotel to sustain its service levels (Wan and Chan, 2019). Operating income declined steeply, therefore amounting to a loss of £1,218,850 in 2023, showing unsatisfactory operational practices. Besides, the increase in the hotel's liabilities has surged significantly from £10,684,940 in 2021 to £14,243,390 in 2023 (Fig.1) and, therefore, needs immediate attention in terms of debt management and cost control (CitizenAdvice, 2020) which might hurt its liquidity and long-term viability (Defranco and Lattin, 2009). Overall, the financial appraisal suggests that there is a pressing need for strategic interventions that would stabilize the operations and also improve profitability.

	Fig.1 – Revenue and Liabilities Trend Chart of the City Hotel

[bookmark: _Toc179376392]3.1 Trend of Financial Performance

[bookmark: _Toc179376393]Tendencies of Revenues
Over the last three years, revenues of the City Hotel have oscillated due to major operational difficulties. Revenues generated by the hotel were £5,248,290 in 2021, increased at £5,307,480 in 2022. Growth of 1% signals that the hotel is retaining its place in the market in light of emerging competitive pressures (MBN, 2024). The decline by 56% to $2,325,440 in 2023 (Fig.2) shows severe difficulties that affect not only demand but also operational efficiency.

Fig2. The City Hotel Revenue Trend

This may be for several reasons involving increased competition within the local hospitality business and little or no investment in marketing strategies to attract a lot more customers. The statistics presented in the UK Hospitality sector report from Mordor Intelligence (2022), show that the overall demand for hotel stays fell significantly after the pandemic due to changed travel behavior and consumer choice habits (GOV.UK, 2023). This has put into focus the expectation of hotels to rise and respond to new realities in the market.
This corresponds with the trends in revenue, City Hotel has also suffered a reduction in spending. The expenses, for both employees and outsourced workers have seen a decrease which hints at layoffs or reduced working hours to balance out the decreasing revenue trend within the organization as a whole example an employee spending drop from £2 million in 2021 to around £1 600 000, in 2023 showing a 20 percent cutback in either the number of employees or their salaries. 
The decrease, in the cost of goods sold could imply that the hotel has made some adjustments, to its service offerings or reduced the number of services provided since it dropped from £800 000 in 2022 to £400 000 in 2023. This decrease is indicative of lower activity levels and possibly not effective enough for them to react against the change in guest preferences regarding quality and service (Defranco and Lattin, 2009).
 
[bookmark: _Toc179376394]Profitability 

The operating income for The City Hotel has been trending downwards for some time, with the reported loss of £1,218,850 in 2023. This was against positive operating income of £250,000 in 2021 and £120,000 in 2022. The falling trend in profitability, which is unsustainable for operations at present, further confirms that long-term doubts are being raised over whether the hotel will be in a position to meet its fixed and variable costs. This is a situation that needs to revisit the operational strategy of the hotel regarding financial management in order to draft a recovery action plan.

[bookmark: _Toc179376395]3.2 Liabilities Position

Liabilities in City Hotel have increased significantly from £10,684,940 in 2021 to £14,243,390 in 2023. This 33% increase in liabilities certainly underlines a high risk to the financial position of the hotel and is an area that has to be under careful scrutiny in both the short and long term. The structure of liabilities indicates an increasing level of dependence on borrowed funds, which, if not well managed, can add to the problem of liquidity (Kenton, 2024).
Such an increase in total liabilities can be further bifurcated into its short-term and long-term components. Short-term liabilities include accounts payable and short-term loans, which also increased sharply, thus reflecting the immediate obligations of the hotel. Long-term liabilities are mostly the mortgages and other types of long-term debt instruments that increased at a corresponding rate, hinting that the hotel may have leveraged additional debt to finance either operational shortfalls or capital improvements (Defranco and Lattin, 2009).
Given these trends, effective debt management and cost control policies are expected to be put in place. If these cases of noted increases in liabilities continue without proper interventions, it is probable that the hotel will weaken in liquidity; hence, it may not be able to cover its short-term financial obligations. According to the Corporate Finance Institute (2024), with an increased liability, organizations should institute strategic financial planning that allows them to service their debts while ensuring continuity in operations.

[bookmark: _Toc179376396]3.3 Cost Breakdown

In aid of making sense of its financial dynamics, The City Hotel will have to consider what percentage goes into which head of cost for the year 2023. This pie chart shows what proportion different heads of costs take in order to show which areas absorb the most of the financial resources.

Fig. 3 – Cost Breakdown of the City Hotel

As shown from the chart, the employee costs are the biggest share of the total expenses, having a total of £1,233,160. This indicates that the hotel has to rely on skilled labors so as to be able to offer high-quality services, which is very competitive in the hospitality industry (Deloitte, 2024). External costs are also a significant share, having totaled £1,071,030, showing costs accrued from third-party services and supplies.
The depreciation and amortization costs total £ 661,590 and show that substantial investments have continued in the maintenance of physical assets of the hotel. In turn, taxes and duties amount to £88,950. The cost of goods sold is the smallest part, estimated at £ 176,250.
This cost breakdown follows the critical areas of financial resource allocation and alludes that employee and external expenses might be carefully monitored and optimized for profitability. The current financial hitches in the hotel may find certain helpful solutions to improve the overall financial health through efficiency and probable cost-saving strategies in these areas.
In essence, the financial performance of The City Hotel has been marked by declining revenues and profitability with increased liabilities. It is a combination that urgently calls for immediate remedial action in respect to operational stabilization, cost control, and effective strategies of financial management that underline sustainability and long-term viability.
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4. Identification of Key Issues
Several factors have lead to the decline in profitability of The City Hotel:
Greater Competition: New hotel entities and residences in the neighborhood developed to increase competition and, therefore, created price wars that further reduced occupancy.
Operational Inefficiencies: The hotel may have operated on outdated procedures and inefficient management of resources, which resulted in higher costs and less customer satisfaction.
Economic Factors: Increasing inflation and a shift in consumer preference, for example, influence the hospitality sector and revenue streams.
[bookmark: _Toc179376398]

5. Recommendations for Turnaround Strategy
These various problems of The City Hotel demand a multi-faceted turnaround strategy to improve its financial health. Based on this, the recommendations here are emphasized, with very high focus on sustainability: 

[bookmark: _Toc179376399]5.1 Operational Efficiency Improvement

There is a dire need to introduce advanced technology solutions to enhance operational efficiency at The City Hotel for better guest experiences. With an integrated online booking system, the reservation process will be streamlined, letting the guests check on room availability, book rooms, and make their payments online, which can reduce manual errors and administrative burdens (BW Hotelier, 2024). This can further enable real-time information on room availability and pricing that would improve inventory management and dynamic pricing.

To reinforce this, the employment of customer relationship management software will help in offering personalization of communication and service. The hotel can develop personalized marketing and services using guest data regarding preferences, booking history, and feedback for ultimate guest satisfaction and loyalty. Then, a Cloud-Based Management System will ensure smooth Check-in/Check-out with less waiting time and hassle-free guest experience (BW Hotelier, 2024).
Moreover, the institution of property management systems will facilitate efficiency in operation through an integrated approach in all functions, including front office operations, housekeeping coordination, and financial reporting. Such a system would ensure that the employees are able to coordinate their activities and reduce potential delays.
Investing in technology improves not only operational efficiencies but also positions The City Hotel to compete even more effectively within an evolving market where each guest will expect a bit of modern convenience and personalized experiences (McKinsey and Company, 2024). In this regard, the hotel enhances its service delivery, improves customer satisfaction, and ensures revenue growth by reaping the advantages of these technological advancements.
[bookmark: _Toc179376400]
5.2 Sustainability Initiatives

Green Certifications: The hotel should seek certifications such as Green Key or EarthCheck. Position the hotel as an environmentally friendly choice to attract those guests who have a concern for the environment (SHA, 2024). Not only will this attract a niche market currently of environmentally conscious guests, but possibly the benefits of reduced energy consumption will result in cost savings.
Sustainable Sourcing: Products will be locally and organically sourced for the restaurant and bar. This will help reduce carbon footprints and thus benefit the local economy. Implementation of a farm-to-table model will ensure the guests have an enriching experience, therefore improving customer loyalty (Holt, 2024).
Abatement Programs: Full-scale waste recycling and composting to further reduce waste. This can also be connected to community relations and cost savings if the leftovers can be distributed using local charities.


[bookmark: _Toc179376401]5.3 Marketing and Community Relations
The refocusing of this marketing strategy will allow The City Hotel to include more customers, especially eco-tourists and businesspeople who are interested in environmentally friendly practices, as a Forbes report (2019) says. Such a redesign should also focus on the company's operations towards sustainability through the advertisement of energy-efficient systems, waste reduction, and locally and organically sourced foods for its restaurant. Such practices may be showcased through various marketing campaigns using social media, email newsletters, and even partnerships with travel websites offering eco-friendly hotel options. The hotel could show certifications, awards, or participation in programs to position itself as an industry leader for environmentally-conscious travelers.
Additionally, creating special offers that incentivize guests to act sustainably-for instance, providing discounts to those guests who use public transportation or rent bikes-will make the property more attractive. In addition, working with eco-tourism organizations to create packages that couple stays with local green activities, such as guided nature walks or conservation projects, can be a great way to appeal to this demographic.
Moreover, community relationships are very important to nurture in order to enhance prestige and occupancy within the hotel (Brilliantio, 2023). This can be accomplished by developing local business partnerships with artists as well as community groups offering something different and unique from the competitors. Based on this, initiatives might include showing local art in the premises, offering farmers' markets, or workshops displaying regional culture.
[bookmark: _Toc179376402]

6. Conclusion

City Hotel stands at a very critical stage nowadays, given the severe challenges facing its financial-performance and overall viability. It can achieve better financial health by focusing on operational efficiencies, embracing sustainable practices, and positioning itself as the leader in the eco-friendly hospitality sector. Certainly, this might require some elbow grease on the management team to implement such a turnaround strategy, but holds good promise for restoring the profitability of the hotel and increasing its reputation within the community.
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Revenue Trend (£)

Revenue £	2021	2022	2023	5248290	5307480	2325440	


Cost Breakdown (GBP)

Amount (GBP)	
Employee Costs	External Expenses	Depreciation 	&	 Amortisation	Taxes and Duties	Cost of Goods Sold	1233160	1071030	661590	88950	176250	

Revenue and Liabilities Trend

Revenue (£)	2021	2022	2023	5248290	5307480	2325440	Liabilities (£)	2021	2022	2023	10684940	13338050	14243390	
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