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Executive Summary
The City Hotel, a city-based restaurant, bar and events maker, has suffered business loss over a period of three and more years due to low revenues and profitability as well as customer dissatisfaction. This report considers hotel performance in order to find out the reasons for the downfall and suggests ways of remedying the situation to bring back the hotel’s operations to its normality.
Considering the financial performance of the hotel, the revenues earned were seen to fall considerably from £5,248,290 in the year 2021 to £2,325,440 in the year 2023 with the last year also experiencing an operating loss of £1,218,850. There is also financial distress due to high costs of operation mainly worker costs and mismanagement of costs and high costs of long-term debts. Moreover, further operations of the hotel have been hampered by the internal challenges of recovery from COVID-19 and inflation coupled with competition.
A three-phase turnaround strategy is proposed. Short-term measures focus on cost optimization, liquidity improvement, and renegotiation of contracts with suppliers. In the medium term, the focus is on expanding revenue through the provision of co-working spaces and working with local businesses as operational strategies as well as improving operations through training of personnel and upgrading of technology. In the longer term, the goals to be achieved include reorganization of finances, upgrading of facilities, and re-strategizing in terms of understanding guests needs today, including their desire for offering eco-friendly and wellness tourism facilities and services.
Putting these strategies into practice will help to address short-terms financial issues and prepare City Hotel for long-term development and competitiveness in the hospitality industry.
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Introduction 
Every company faces periods of growth and periods of decline. The City Hotel, whose operations include hosting guests and organizing various events in restaurants, bars and conference rooms has been in existence for quite a while. Nevertheless, the last few years have brought serious difficulties for this business, such as decreasing revenues, lower occupancy levels, and lower overall satisfaction levels of customers. The purpose of this report is to assess whether the financial recovery of the hotel may be achieved with the help of a turnaround strategy.   
The aims of the present assessment are as follows:
 1 to evaluate the hotel’s financial performance over the recent three-year period including revenues, expenditures, profit, liquidity and solvency;
 2 to consider the most important internal and external factors which have led to the fall in profitability, for example, internal operational problems or adverse macroeconomic conditions; 
3 to generate suitable tactics, which would help to turn around the financial situation of the hotel and rebuild its image, or suggest the most feasible financial outcome for the owner.
In the course of analysis primary and secondary data will include appropriate income and balance sheet figures that internal revenue service from the hotel provides and any reviewed works relevant to the hospitality and management aspects. For example, (Walker,2021) helps in understanding the concepts of the quality of services by providing the service level expectation model in his work. Other important texts such as (Dittmer and Keefe,2018) and (Gibson,2009) describe the evaluation of the economic performance and structure of operational expenditure respectively.  






Financial Analysis
Revenue and Profitability  
For the last three years, the City Hotel has shown a steep decline in revenues which is from £5,248,290 in 2021, and £2,325,440 in earnings in 2023, which is a 55.7% reduction in revenue and indicates the extent of the financial problems that the company is contending with. The revenue decline has intensified relative to the pace of cost reductions and as such, the hotel has registered an operating loss of £1,218,850 in 2023, a stark contrast from the operating incomes of £664,160 and £674,730 for 2021 and 2022 respectively. 
This decline is not only limited to the hotel and is a true reflection of a flexible consumer market, which is characterized by reduced hotel visits owing to a weak economy because of factors such as the COVID-19 pandemic. External factors are usually detrimental in revenue generation for hotels located in the middle of the city, more so for the urban hotels that are not quick to changes in marketing strategies or operations. (Walker,2021)
In any case, investments in fixed assets have not ceased, with an increase in depreciation and amortization expenses from £409,190 in the year 2021 to £661,590 in the year 2023, yet these costs have not brought comparative revenues. This disconnect illustrates either an ineffective use of assets, or more likely, a disconnect between the strategy and the effective use of the capital (Gibson, 2009). Regarding allocations in other operating income and expenses, their volatility indicates possible mismanagement of finances, as well (Seal, 2019).
Cost Structure
The breakdown of costs associated with the City Hotel shows that the organization is making heavy losses despite reductions in some of the major expense categories. Typically, employee costs remain the greatest in most organizations. In the current case, the costs have reduced from 1,724,760 pounds in 2021 to 1,233,160 dollars in the year 2023. The reduction corresponds with the fall in revenue, but it still does not compensate for the downward trend of the business. High wage expenses, which are particularly common in the hospitality industry, imply that there are management operational inefficiencies (Dittmer and Keefe, 2018). Unless there is more intense focus on eliminating excess labour costs through scheduling or shrinking the workforce, these costs will remain harmful to profitability.
The costs related to external sources also went down from £1,894,720 from the year 2021 to £1,071,030 in the year 2023 indicating some attempts to do away with the non-labour costs. But like employee costs decline, the fall in external expenses is very insignificant when compared to the revenue fall and hence the need to control costs goes beyond encouraging management (Drury, 2021).
Provision charges and other operational expenditures have had the highest degree of variability by increasing from only £5,960 in the year 2021 to £17,950 in the year 2022 only for it to turn to a loss of £55,550 in the year 2023. So much variation suggests poor financial control and unsteady management of costs (Jagels, 2007). With these incorporated, the City Hotel will be able to control its costs effectively and improve its financial performance considerably.
Liquidity and Solvency
The liquidity position of The City Hotel has been on a downward trend over the three-year period, as illustrated by the decrease in cash and cash equivalents from £740,590 in 2021 to £295,510 in 2023. At the same time, total current assets have also gone down from £1,891,970 in 2021 to £1,285,880 in 2023, implying a decreasing capability to pay short-term debts. With the current liabilities being more or less unchanged at £2 million, the current ratio has already dipped below the acceptable level, highlighting immediate issues with cash flow something that is on the rise (Gibson, 2009).
There has also been an increase in the extent of the use of debt by the City Hotel Company in relation to its solvency. Total liabilities increased from £10,684,940 in 2021 to £14,243,390 in 2023, with this rise being as a result of the increase in long term borrowings and lease obligations. Long term borrowings alone rised from £8,113,710 in 2021 to £8,290,570 in 2023, whilst long-term lease debt also increased steeply from £2,844,970 in 2022 to £3,353,260 in 2023. This demonstrates the hotel’s increasing reliance on external sources for financing its operations.
On the other hand, equity proportions have significantly fallen as a result of persistent losses over this period, with net income changing from a net profit margin of £333,930 in 2022 to a net loss of £1,134,950 in 2023. This decline in performance has caused the debt-to-equity ratio to worsen, indicating increased risk of loss and lower capacity for long-term growth (Seal, 2019). If there is no change in the picture, the financial design of the hotel might be such that it would be impossible to obtain any further funding or to carry out any improvements to the operations already in place.
External Factors  
The Difficulties Faced by the City Hotel are made worse by external factors. Demand has been particularly negatively affected by the trend of consumers becoming less mobile and the general reduction in household spending that is a hangover of the COVID-19 pandemic. Revisiting Walker (2021), urban lodges, more so those that do business and host conferences, have recorded a lot of drop outs due to low occupancy in post COVID recovery. 
The scenario has also worsened due to increasing competition within the urban hospitality sector. New players such as boutique hotels and short-term rentals have easily adjusted to the sophisticated demands of the consumers seeking out unique and individualized experiences which the City Hotel is struggling to do. This is especially true in markets where the hotel has failed to reinvigorate or stretch its brand, thereby losing out on market share (Kimes, 2016). 
Moreover, it is very expensive to operate the hotel which has led to additional cost on the facilities denying the hotel the possibility to enhance its quality or invest on advertising programmers to draw more clientele. These external forces illustrate the fundamental need for strategic reconfiguration to ensure that the hotel’s services are relevant to the market structures and trends (Assured Hotels, 2023).

Turning Around the Business
A Strategy for the Short Run
To start battling the financial crisis, the City Hotel has to make changes concerning the costs associated with the employee. In order to manage the peak season rates and low occupancy periods, the hotel may make adjustments to staffing schedules and employ short-term solutions like voluntary vacation leaves or working hour cut-offs to minimize the payroll burden without a significant impact in the operations (Dittmer and Keefe, 2018). Furthermore, there are ways of lowering external costs such as renegotiation of the suppliers’ agreement to change for the better and sticking to cheaper local suppliers (Drury, 2021).
Another fundamental area of focus is on enhancing liquidity. Sale of some idle assets like equipment that is not effective for operations increases cash in hand instantly. Adjustment of the repayment schedule in regard to the short-term borrowings will also help address the issues of negative cash flows particularly in the short-run (Seal, 2019).
Considerations for Measures Over the Medium-Term
In such a precarious situation, the best the hotel can do in the medium term is to find new ways of earning revenue. New products like the working space and the pop-up dining will facilitate different customer groups while optimizing the available facilities (Kimes, 2016). Customer satisfaction and retention will be further enhanced by enhancing the customer experience through appropriately training staff and using technology such as online bookings and contactless check ins (Walker, 2021).
Also, increasing business and showcasing the hotel’s brand, sharing the space through hosting or organizing events and celebrations with local companies will reach out to different clientele. These types of cooperation may offer additional revenues and help to consolidate the hotel’s place within the region (Assured Hotels, 2023).


Long-Term Strategies
Long-term strategies should seek to underpin financial stability and competitively achieve market leadership. In that, in seeking to raise funds through issuance of shares or forging strategic alliances, the capital structure is not only flexible, as less debt dependence is required, but also provides room for growth (Rockingham Partners, n.d.). Refreshing infrastructure such as renovation of exhibition halls and incorporation of energy saving devices will improve operational effectiveness and also target green tourists (Drury, 2021).
When it comes to repositioning in the market, rebranding is also necessary. Attracting contemporary guests who crave experience rather than just accommodation and prefer eco-friendliness can be achieved by embracing the concept of sustainability and wellness-oriented facilities. This transition, along with strategic promotion, will revamp the image of the hotel and bring more lucrative customers (Kimes, 2016).
Recommendations
In order to stabilize and refresh the City Hotel, it is recommended that certain measures be put in place. In the short run, pay attention to cost containment which may involve managing the workers work schedules or even renegotiating with suppliers. Enhance the liquidity position of the company by selling some assets or restructuring debts to ease on burden (Seal, 2019).
In the case of the medium-term recovery, implement measures to increase the share of earnings by launching tasks such as providing laser-focused co-working spaces or selling event packages alongside people’s rallies and swashbuckling games, all this while providing intensive training and inculcating new technology (Walker, 2021). Partnering with local businesses can also help to broaden the customer base.
If changes are to be made in a hotel for the better in the long run, then it would be such a good idea to consider investing in new age hotel facilities that have a focus on wellness and recreation. This will, however, require some Capital restructuring under harvest mode and also some infrastructures needing to be modernized (Drury 2021).
In conclusion, the revenue and profitability of City Hotel have been adversely affected by a number of financial challenges that are partly due to its internal inefficiencies and external forces. Nevertheless, the hotel can recover from the financial crisis and improve its standing in the market by adopting short-term cost containment measures, medium-term revenue diversification and long-term strategic investments. Such interventions, accompanied with proper leadership and strategic creativity will enable City Hotel become an adaptive and sustainable brand in the competitive lodging sector (Rockingham Partners, n.d.; Kimes, 2016).
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