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Strategically located in the heart of the city, the City Hotel is the one-stop destination that offers business and leisure travellers the options of amenities besides having a comfortable stay. These amenities include contemporary restaurants, a stylish bar, and event spaces where marriages, social events, and conferences can be held. In scope, the target market of the hotel includes corporate clients, tourists, and residents as sources of holding events. Although privileged in location and comforts, the last couple of years have seen The City Hotel struggle with severe issues reflected in disturbing losses in revenue, declining occupancy levels, and customer satisfaction.  Within the last few years, the hotel has been discovered to have been facing major challenges as regards drastic falls in revenue, occupancy rates, and customer satisfaction. From the financial aspect, there are alarming trends. A year ago, it had £5,248,290 in revenue in 2021, up to only £2,325,440 in 2023. This development runs concurrently with the increasing cost of running the operations. Such a trend makes one question if the hotel will survive in the long term and if it will stay competitive in the market (Shi et al., 2021). The report is prepared to evaluate the financial health of The City Hotel and to develop a comprehensive turnaround strategy to transform the operations and thus recover its former glory.
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From the revenue trends for The City Hotel between 2021 and 2023, there is gross volatility that signifies the financial hardships of the hotel. In 2021, the revenue was recorded at £5,248,290, which went slightly up to £5,307,480 in 2022, with an increased rate of about 1.12%:
Percentage Increase = [(5,307,480− 5,248,290) / (5,248,290)] * 100 
                                    ≈1.12%
However, in 2023, the revenue witnessed a drop at the hotel to £2,325,440, with a fall of about 56.17% over the previous year:
Percentage Decrease = [(2,325,440−5,307,480)/ (5, 30, 480)] * 100
                                  ≈ −56.17%
This implies a decline of £2,982,040 from 2022 to 2023. It reflects a critical problem in the financial health of the hotel (Crespí-Cladera, Martín-Oliver, and Pascual-Fuster, 2021). Such a massive decrease in revenue could result from several reasons, including:
Increased Competition: The number of new hotels in the region might have created more customer base when customers were leaving The City Hotel.
Economic Conditions: The overall economy of the region has impacted consumer spending in terms of travel and hospitality services (Khan et al., 2020)
Challenges in Operations: There may have been operational inefficiencies for the hotel leading to service quality and customer dissatisfaction.
In the event that the hotel had an operating loss of £1 218,850 in 2023, losses incurred in revenue automatically impact profitability and sustainability. This financial position calls for urgent intervention in the evaluation and implementation of proper strategies towards attracting customers together with service innovations and stabilising revenue can take place at hand (Rodríguez et al., 2018).
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Regarding the income statement for The City Hotel, such an analysis would be crucial as regards identifying the costs that led to the lowering of profitability. The largest cost groups are the cost of goods sold (COGS), employees, external expenses, taxes, and depreciation.
Cost of Goods Sold (COGS): COGS decreased from £411,600 in the year 2021 to £401,510 in the year 2022 and then to £176,250 in the year 2023. A decrease in COGS reflects a drastic decline of about 57.25% over the last three years suggesting lowering revenue, an indication of lower working capacity and sales quantity (Martin et al., 2023).
Percentage Decrease (2021 to 2023) = [(176,250−411,600)/ 411, 600] ×100 ≈ −57.25%
Employee Costs Employee costs have risen from the 2021 benchmark of £1,724,760 to £1,770,700 in 2022 and dropped to £1,233,160 in 2023. These provide suggestions about an initial increase of 2.67% in 2022, which is followed by a sharp drop of 30.39% in 2023 as revenues decline:
Percentage Increase (2021 to 2022) = [(1,770,700−1,724,760) / 1,724, 760] * 100 ≈ +2.67%
Percentage Decrease (2022 to 2023) = [(1,233,160−1,770,700) / 1,770, 700] * 100 ≈ −30.39%
External Costs: The costs fell drastically from £1,894,720 in 2021 to £1,675,410 in 2022 and reached £1,071,030 in 2023, which showed an overall decline by 43.45%, mainly as strong and rigorous steps taken to reduce costs:
Percentage Decrease (2021 to 2023) = [(1,071,030−1,894,720) / 1,894, 720] * 100 ≈−43.45%
Taxes and Duties: Taxes decreased from £144,070 in 2021 to £133,020 in 2022 and then to £88,950 in 2023. Taxes decreased mainly because of lower taxable income since revenues declined (Gillman, 2021).
Depreciation and Amortisation: The depreciation of £409,190 in 2021 increased to £634,030 in 2022 and further to £661,590 in 2023. Hence all the more burdening the financial performance (Introduction to Budgeting, pg. 19).
Overall, while most of the costs are decreasing, the hotel remains with very dire financial difficulties in which income diminishes and deprecation increases. 
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Profitability analysis of The City Hotel reveals some trends in operating income as well as net income for the years 2021 through 2023.
The hotel had an operating income of £664,160 in 2021, improving marginally to £674,730 in 2022, hence a modest operation improvement. However, in 2023, the operating income dropped sharply to -£1,218,850. This gives a severe indication of operational inefficiencies and challenges this hotel faced (Hayes et al., 2021). The calculation shows the following:
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Gross Profit Ratio = (Revenue−Cost of Goods Sold)/ Revenue * 100
2021:
(5,248,290 − 411,600) / (5,248,290)*100 = 92.16%
2022: 
(5,307,480 − 401,510) / (5,307,480)*100 = 92.44%
2023:
(2,325,440 −176,250) / (2,325,440) * 100 = 92.42%
Gross Profit Ratio: This ratio is stable at about 92% throughout all three years, showing that the hotel maintained gross margins at steady levels despite the decline in revenue for the year 2023.
Operating Profit Ratio = (Operating Profit / Net Revenues) * 100

2021:
(664,160) / (5, 248, 290) * 100 = 12.65%
2022:
(674,730) / (5, 307, 480) * 100 = 12.71%
2023:
(−1,218,850) / (2,325,440) * 100 = -52.38%
Operating profit ratio: In the years 2021 and 2022, the hotel company performed reasonably well, with an operating profit ratio of about 12%, but in 2023, it severely fell to -52.38%. This suggests critical operational loss.
Net Profit Ratio = (Net Profit / Net Revenues) * 100

2021:
(333,930) / (5,248,290) * 100 = 6.36%
2022:
(304,650)/ (5,307,480)* 100 = 5.74%
2023:
(−1,134,950) / (2,325,440) * 100 = -48.76%
Net Profit Ratio: Net profits in the years 2021 and 2022 are positive; however, a fall of 48.76% in the year 2023 states that the company experienced a net loss.
Return on Assets (ROA) = (Net Income / Total Assets)
2021: 
(333,930) / (12,941,110) * 100 = 2.58%
2022:
(304,650) / (15,653,970) * 100 = 1.91%
2023:
(−1,134,950) / (15,653,970) * 100 = -7.25%
Return on Assets (ROA): Decreasing shows a downward trend, from 2.58% in 2021 to a negative return of -7.25% in 2023, meaning the hotel is not efficiently using its assets for income generation recently.
Return on Equity (ROE) = (Net Profit / Total Equity)*100
2021:
(333,930) / (2,256,180) * 100 = 14.77%
2022:
(304,650) / (2,583,030) * 100 = 11.79 %
2023:
(-1,134,954) / (1, 410,580)* 100 = -80.38%
Return on Equity (ROE): The ROE was well strong at 14.77% in 2021 but deteriorated to -80.38% in 2023, which is evidence of how severely equity holders' equity was eroded.
The financial performance of City Hotel shows a likely challenge in profitability in the last two years, especially in 2023, resulting in significant losses.
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Current Ratio: 
This ratio measures the business's ability to cover short-term liabilities with short-term assets (Lucas and Ramires, 2022).
Since we know that the formula for,
Current ratio = (Current Assets / Current Liabilities) [Vipond, 2024]
The calculations for each year are as follows:
2021: Current Ratio = 1,891,970​/1,957,360 ≈ 0.97
2022: Current Ratio = 1,965,340​/ 2, 107, 750 ≈ 0.93
2023:  Current Ratio =1,285,880​/ 2, 014, 600 ≈0.64
Quick Ratio: 
This ratio can provide a more stringent test of liquidity as it excludes inventory (Blessing and Sakouvogui, 2023). 
The formula is:
Quick Ratio = [Current Assets− Current Liabilities] / Inventories [Business Queensland, 2024]
The calculations are:
2021: Quick Ratio = (1,891,970−35,230) / 1, 957, 360 ≈ 0.95
2022:  Quick Ratio = (1,965,340−36,350 ≈ 2, 107, 750) ≈ 0.92
2023: Quick Ratio = (1,285,880−29,470) / 2, 014, 600 ≈ 0.62
The quick ratio further declines from 0.95 in 2021 to 0.62 in 2023 and further indicate liquidity challenges.
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Debt Ratio = (Total Liabilities / Total Assets) *100
2021:
(10,684,940) / (12,941,110) * 100 = 82.89%
2022:
(13,338,050) / (15,921, 080) * 100 = 83.78%
2023:
(14,243,390) / (15,653, 970) * 100 = 91.02%
The debt ratio trend has been positive, increasing figures from 2021 at 82.59% to 91.02% in 2023. This means that the firm had become more dependent on debt financing-dangerous given the fact that their financial performance was trailing off in 2023.
Equity Ratio = (Total Equity/ Total Assets)*100
2021:
(2,256,180) / (12,941,110)​×100=17.41%
2022:
(2,583,030)/ (15,921,080) ×100=16.22%
2023:
(1,410,580) / (15,653,970) ×100 = 8.98%
The equity ratio is on a declining trend. This is just the opposite of the debt ratio. In simple words, the equity ratio is at 17.41% in 2021 and is coming to as low as 8.98% in 2023. This clearly indicates that the company's financial structure is coming to be debt-oriented with less equity to support the assets.
Debt-to-Equity Ratio: This ratio measures financial leverage and the proportion of debt utilised to fund the hotel's assets. 
Formula: Debt-to-Equity Ratio = Total Liabilities​/ Total Equity [Groww, 2024]
For 2021:
Debt-to-Equity Ratio =10,684,940​/ 2,256, 180 ≈ 4.73
2022:
Debt-to-Equity Ratio =13,338,050 / 2,583,030 ≈ 5.16
2023: 
Debt-to-Equity Ratio = (14,243,390) / 1,410,580 ≈10.09
Its debt-to-equity ratio has dramatically increased from 4.73 in 2021 to 10.09 in 2023, which emphasises the increasing dependence of the company on debt financing. It escalates financial risk and minimises the hotel's ability to make adjustments and manoeuvre financially (Risk Management & Financial Strategies, pg. 40)
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The internal factors that affect the reduced profitability of City Hotel include the following:
Operational Inefficiencies: An aged system of operation, mainly the check-in process and inventory management, has resulted in the loss of revenue through slow processes (Financial Management Revenue Management, pg. 3). The hotel's operational capacity is thus not utilised fully, especially during peak seasons.
Staffing Issues: High staff turnover averages 25% a year and means that at busy times the property is frequently understaffed. This impacts the level of service provided and also increases the training cost of staff, thus lowering the bottom line.
Management Practices: The company has missed marketing opportunities since it never attempted to exploit a niche market, for example, the 'eco-traveller.
Service Quality: Customer satisfaction has allegedly gone down with the rating on TripAdvisor moving down from 4.2 in 2021 to 2.8 in 2023. Negative reviews have also painted the hotel a bad picture, killing repeat business and word-of-mouth referrals.
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Other external factors that impacted this downfall include:
Economic Recession: Economic fluctuations have detrimentally affected the hotel business. Especially in terms of inflation and high cost of living crises and revenue declined from £5,307,480 for the year 2022 to £2,325,440 for the year 2023, mainly as customers reduced their discretionary spending.
Market Dynamics: The COVID-19 pandemic altered the travel patterns of most consumers through domestic travel which greatly decreased demand for city hotels (Colomb and Gallent, 2022).
Changing Consumer Preferences: Flexibility with booking and significantly higher standards of cleanliness has furthered increased costs of operation, and it's becoming increasingly hard to maintain profitability.
[bookmark: _Toc179581858]Turnaround Strategy Development
To address the financial constraints facing The City Hotel, the aggressive turnaround strategy may contain the following initiatives:
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· Online marketing activities targeting local firms and event organisers with specific packages tailored to corporate events on Google Ads and social media (Peter and Dalla Vecchia, 2021).
· An incentivised referral program with a discount to guests on referring new clients and word of mouth will boost the place (Atrill, McLaney, 2021).
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· Train employees in frequent customer service so they can better handle guests and solve problems accordingly (Guilding, 2014).
· Develop a quick guest feedback system that can be accessed through online forums to allow improvement in the respective areas.
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· Verify all operational expenditures properly so that costs can be reduced in areas like the terms of renewal or suppliers' contracts (Walke, 2021).
· Install energy-saving lights like LED to save energy consumption.
[bookmark: _Toc179581862]Financial Restructuring Activities:
· Work with financial advisors so that the terms of existing loans are better negotiated, such as low interest rates (Seal, 2019).
· Have a cash flow management plan in place that would cover only the necessary expenses and offer one or more of the grants from the government aimed at assisting hospitality businesses (Drury, 2021). 
These may help customers to engage more with the hotel and reap benefits from its health.
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In conclusion, The City Hotel is highly and otherwise challenged on its financial line since its revenue and customer satisfaction are declared to be dropping. Thus, the need for an all-rounded turnaround strategy targeting both marketing and service improvements with a control measure on cost and financial restructuring is needed for it to gain ground. Therefore, this is one strategy through which the hotel can enhance customer engagement while optimising operations, ensuring profitability, and consequently positioning the hotel for long-term success and recovery in the competitive hospitality market.
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