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[bookmark: _Toc182083728]Introduction
The City Hotel is a hospitality establishment in the city centre that provides accommodation services together with restaurant and bar services, and also meeting and conference facilities. Recently, the hotel has faced serious challenges of reduced revenues and occupancy, customer dissatisfaction. Under pressure from poor financial performance and increasing competition in the hospitality sector, the owner now worries about the sustainability of the business and looks for strategies to restore the business. The purpose of this report is to evaluate The City Hotel’s financial results for the last three years and identify the issues which affected the company’s decreasing profitability. It will then offer a realistic strategic plan to improve City Hotel’s capital resilience, performance, and promotion by outlining key issues and analysing industry trends. In this way, the report aims to provide an effective strategy to address this particular problem and bring this hotel back to life in the eyes of customers.
[bookmark: _Toc182083729]Financial Performance Analysis (Three-Year Overview)
In evaluating the past financial performance of The City Hotel, the key areas of concern that seem to have affected profitability significantly are given in the following 3-year financial performance analysis. The analysis focuses on revenue, expenses, profitability, liquidity, and solvency.
Revenue and Profitability
From 2021 to 2023, The City Hotel’s revenue looks worse off, although there is a slight improvement between 2021 and 2022 revenue of £5,307,480, revenue in 2022 to 2023 was only £2,325,440. These decreases could be caused by factors such as customer base decline, increased competition, general market conditions that affect consumers’ ability to purchase services in travel and hospitality (Hayes et al., 2021). Also, the level of profitability has decreased dramatically, operating income has reduced from £674,730 in 2022 to a loss of £1,218,850 in 2023. This trend confirms the need for process improvement and expenditure containment initiatives in support of increasing revenues.
Expenses and Cost Structure
Looking at cost analysis, the major cost is the employee and external expenses form the bulk of operational expenses. Employee cost was £1,770,700 in 2022, and it slightly reduced to £1,233,160 in 2023 indicating some cost control measures. However, this reduction failed to address the problems caused by the reduced revenue especially because external expenses such as supplies, and maintenance were still high. Depreciation and amortization costs increased from £409,190 in 2021 to £661,590 in 2023, which shows ongoing investments in fixed assets non-cash expenses that decrease net incomes.
Liquidity and Solvency
Liquidity position is measured by comparing the current assets with current liabilities (Drury, 2021). For the City Hotel, it shows that the business has a weakening financial foundation. Cash and cash equivalent reduced significantly from £641,620 in 2022 to £295,510 in 2023 which suggests that cash flow restriction was relatively tighter. A dramatic decrease of the trade receivables from the value of £792,450 in 2022 to £479,180 in 2023 shows the decreased sales and customer engagement. The current ratio has reduced, and it shows that current liabilities are greater than the current assets. It shows the importance to enhance the cash resources and the flow of the short-term facility. For solvency, The City Hotel’s long-term borrowings have gradually been rising, with the long-term lease debt reaching £3,353,260 by 2023. This means that, over time, this borrowing increases the debt level of the hotel, which can lead to possible inability to meet financial obligations (Seal, 2019). The debt to equity has also worsened, showing more financial risk and greater dependence on debt to support operations.
Key Ratios
Ratios like profit margin, current ratio, and debt-to-equity ratio clearly show the challenges that exist in the hotel. As the revenues have decreased significantly while the costs remain fixed, the profit margin has gone negative in 2023. However, there are concerns as the current ratio shows low levels of liquidity while the debt-to-equity ratio suggests solvency is increasing. All these findings point that, it is necessary to make urgent measures to bring the financial plan back to its normal level and guarantee The City Hotel’s functioning.
[bookmark: _Toc182083730]Reasons Behind Decline in Profitability
Financial performance and market positioning of The City Hotel shows a decline in its profitability which may be as a result of external economic forces or internal business operations.

Reasons Behind Decline in Profitability
Economic Conditions
The hospitality industry has been significantly affected by the present economic crisis, inflation, and shifted consumer trends. Fluctuating inflation rates have affected the prices of goods and services and thus impacted the operating costs (Manoharan et al., 2019). Also, the expense by consumers in the non-essential services like the hotel industry has reduced since the consumers look for cheaper products and services. Other socio-economic factors have minimized occupancy rates because people currently focus on vital purchases rather than paying for hotels or traveling for fun as earlier common with this business.
Industry Trends and Competition
There are threats from substitute products such as Airbnb and operational risks from other surrounding hotels which maybe be able to provide better facilities and at cheaper rates. The availability of digital platforms and experience-based perception of tourist services changed the preferences and demands expressed by customers (Jiwnani et al., 2024). Such a trend may pose a threat to The City Hotel if the facility has not acquired new services to suit the mentioned preferences. Also, other accommodation facilities such as hostels, apartments, and rooms for rent which can be easily accessed online has pressed traditional hotels to reduce their prices. It results in decreased profit margins.
Operational Inefficiencies
Internal factors also contribute to profitability decline. The overall costs of employees remain the biggest expense and if the staffing model is not in sync with demand, then profit margins can go under pressure (Tranter et al., 2014). Sustaining high external expenses and depreciation costs also point to inefficiency in resource management as well as asset upkeep. If the utilisation of resources like employees or stock is not well managed, then costs can be greater than revenue leading to operating deficits.
Customer Satisfaction and Retention Issues
Low customer satisfaction levels lead to reduced repeat business and brand loyalty (Walker, 2021). Attributes like having outdated facilities, fluctuating quality of services, or absence of modern features, are likely to make clients refrain from coming back, which may affect the stream of revenues. Emphasis on the customer experience is an important goal as visitors are becoming more demanding and expect comfort, ease, and quality of the service. Unless the service standards and offering of the hotel are improved, The City Hotel may find it hard to attract and sustain customers deepening the profitability problem.
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In the current situation of The City Hotel, it is necessary to carry out a comprehensive turnaround strategy. This approach will aim at revenue generation, cost reduction, customer loyalty and improved organizational productivity to regain and strengthen the market share of the hotel. This will assist The City Hotel to enhance its operational productivity, reach out to more customers and establish a strong market hold to enable it to compete in the challenging hospitality business.

Turnaround Strategy
1. Revenue-Boosting Initiatives
Targeted Marketing Campaigns: Proactively creating a specific marketing digital campaign strategy can help to bring more attention to the business and convert prospects into clients (Morrison., 2022). Using social media sites and Google Ads, the hotel can make advertisements for promotions and even organize different themed events or any holiday that may be attractive to both domestic and global tourists.
Upgrading Services and Enhancing Customer Experience: Unique experiences like customized package, concierge services, and loyalty programs to customers will increase value and repeat business. Product range increase such as well-being products or services, special occasions related food services can directly address the consumers such as businessmen or events’ participants.
2. Cost Control and Efficiency Measures
Optimizing Staff Allocation: Managing staffing levels to occupancy will assist in controlling the labour costs while at the same time making sure that the quality of service is not compromised. Flexible staffing and training workers for other functions are effective methods to enhance organizational productivity when worrying about costs regarding employees (Walker, 2021).
Supplier Negotiations and Expense Management: Reviewing supplier contracts with an aim of attaining a better rate on important products as well as services is a way of minimizing external costs. Further, measures such as energy-conserving measures and resource-saving technologies reduce the expenses on utilities and promote sustainable management (Legrand et al., 2022). This is important to customers worried about environmental problems.
Reducing Fixed Costs: The City Hotel can think of sub-leasing or changing the use of the underused spaces in the hotel like conference halls or banquet halls. It can give extra revenue sources without additional investment.
3. Enhancing Customer Retention and Loyalty Programs
Loyalty Program Development: Establishing a guest loyalty program is effective because it encourages repeat visits by offering rewards such as a discount or upgrade (Kotler et al., 2017). Personalized rewards based on the guest activity may also increase the guest satisfaction and improve brand equity.
Improving Customer Experience and Feedback Systems: Collecting and responding to the guests’ feedback will help the hotel fine-tune the services it offers. Improving guest satisfaction is crucial for the hotel since one of the main sources of customers is through recommendations from friends and family members.
4. Digital Transformation and Modernization
Upgrading Technology and Digital Interfaces: Upgrading to a new and modern booking system with an inbuilt customer relationship management (CRM) system will help to cut on costs, market well and gain useful data on customers’ choices (Morrison, 2022). This upgrade can improve the booking process, and make it easier to use, which will be useful for increasing customers’ attention.
Online Reputation Management: Paying special attention to the presence of the hotel on sites like TripAdvisor and Google Reviews will help in enhancing the hotel’s reputation. Engaging in a constructive manner when replying to guests’ reviews and comments can assure potential customers and guests (El-Said, 2020).
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The City Hotel’s financial forecasts are based on the expected positive results of the proposed turnaround plan through revenue enhancement, cost control, and operational activities strategies. Through the approaches of estimated added revenues and saved costs, the projections let the leaders see what steps will lead the hotel to profitability in the quickest amount of time.
Revenue Growth
Focused advertising and improving service standards could help the revenue grow gradually. The hotel’s digital marketing approach and improved customer services will allow it to target an occupancy level of 10-15% higher during the first year. The introduction of concept selling solutions like wellness packages, loyalty programs will possibly augment the repeat visits, length of stay and increasing the average revenue per booking. With these, the revenue could reach the level of £3.5-£4 million in the second year of implementing the measures.
Cost Reductions and Efficiency Gains
Through effective staff management, energy saving and new contracts with the suppliers, The City Hotel could save from 5-10% of its operating costs. Staffing adjustments could reduce up to 10% expenses in labour while energy saving could reduce expenses in utilities. These cost savings will enhance the margin of profits which is always useful in the face of fixed costs including depreciation and lease debts (Eun et al., 2021).
Break-Even and Profitability Timeline
Based on this forecast of revenue and expenses, The City Hotel might get close to the breakeven point by the end of the second year and vastly improve its profits in the third year. This way the hotel will be able to make necessary changes on performance changing strategies in a bid to maintain profitability due to the changes in the market.
Risk and Scenario Planning
These projections are for an optimistic scenario, but the hotel should prepare for unforeseeable events such as changes in consumer spending or depressed economies. The City Hotel can manage the risks through performance reviews and flexibility, which will ensure sustainable financial performance.
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In conclusion, The City Hotel has problems on the financial performance, such as decreasing revenues, increasing costs, and growing competition that put the company in an unfavourable position in terms of profitability. The challenges pointed out are related to economic factors, changes within the industry and internal factors. To tackle these problems, the turnaround strategy has been suggested which includes the increase in revenues through targeted marketing, optimizing operational efficiency, reducing costs, and modernizing guest services. The strategies can be helpful for The City Hotel to enhance its financial performance, attract more customers and fulfil requests. Projected financial statements reveal that with proper handling, the hotel could be back on track to profitability in three years. Constant review and further improvements will play a critical role in establishing more sustainable and competitive prospects.
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