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The City Hotel is famous for its extensive services, such as its restaurant, bar, and gathering areas, and for being located in a dynamic metropolitan environment. With years of struggle, the hotel's earnings, utilization, and satisfaction rating have dropped despite its good location and extensive offerings. Because of this alarming tendency, the founder is very concerned about the company's future. To deal with these critical issues, the founder asked for consulting assistance to establish if an intensive turnaround approach would bring back the hotel and reestablish its competitiveness within the hospitality sector. The hotel can strengthen productivity in operations, consumer service, and potential for future development by assessing the issues that have contributed to the reduction and then developing certain strategies for dealing with them. 
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[bookmark: _Toc182350662]Analyzing the tendencies of the hotel industry and financial performance	
We'll look at the hotel's revenues, expenditures, liquidity, profitability, and solvency to find out if there are any tendencies or patterns in its business performance across the past few years. 
Throughout 2022, income exceeded a high of £5,307,480, but by 2023, it had decreased considerably to £2,325,440. This decline could possibly be an indication of possible challenges, such as decreased occupancy levels, fluctuations in market circumstances, or an impact of external causes, such as the economic crisis or concurrence (Uysal and Sirgy, 2019). The cost of goods sold (COGS) remained largely unaffected from £411,600 in 2021 to £176,250 in 2023, which indicates reasonable sustainability. A more effective leadership of direct costs in connection with revenue is demonstrated by this. There has additionally been an important decline in Operational Income, which has gone from an income of £664,160 during 2021 and £674,730 by 2022 to a major decline of £1,218,850 within 2023. This entails that profitability took a sharp decline as declining profits weren't balanced by lowering expenditures. A further indication of a significant profitability issue is the drastic drop in net income, which went from £554,870 in 2021 and £530,710 in 2022 to a deficit of £1,524,450 in the year 2023. 
There was outstanding management of direct expenses in terms of sales, so the margin of gross profit was consistently high (approximately 107.57%) throughout the three years. Operational profit margin declined to 52.4% throughout 2023 from 57.1% in 2022 as a consequence of decreases in sales and challenging times in paying expenses for operations. In addition, the margin for net profit reduced significantly to 65.5% throughout the year 2023, signifying an extensive issue with profitability because of the hotel's massive losses. As a consequence, profitability has fallen substantially, and for the year 2023, both operational and net profit margins will be experiencing adverse effects.
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Figure 1: Profitability Ratios of the city hotel
In terms of liquidity, it is notable to mention that current assets fell from £1,891,970 during 2021 to £1,285,880 in 2023. This reveals that there may be some challenges with liquidity, especially examining the substantial decline in cash holdings from £740,590 to £295,510 by 2023. Current liabilities were £2,014,600 during 2023, as opposed to £2,014,800 in 2022. Liquidity challenges could appear as a result of the decreasing trend in current assets, even though current liabilities have started to level off. The current ratio declined from 0.97 in 2021 to 0.64 by 2023, which suggests that the hotel has failed to satisfy its immediate commitments. Furthermore, a dropping current ratio might indicate that the hotel could have difficulties covering its short-term liabilities using its current holdings (Serra-Cantallops et al. 2018). As an effect of the elimination of inventory from current assets, the quick ratio fell to 0.62 by 2023, further indicating difficulties with liquidity. Therefore, there may be funding shortages and quick solvency challenges as the liquidity ratios are showing a growing pattern.
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Figure 2: The City Hotel's Liquidity Ratios
From the year 2021 to 2023, The City Hotel's overall liabilities grew from £10,684,940 to £14,243,390, which shows an upward trend in financial commitments when compared to total assets, which influences solvency. Total equity dropped from £2,256,180 during 2021 to £1,410,580 by the year 2023, which implies a reduction in overall wealth and rising financial danger. With a ratio of 10.09 during 2023 in comparison to 4.74 within the year 2021, the City Hotel appears to be spending more and more on financing through debt rather than equity. There are issues regarding economic security and crisis tolerance. Because of that, the debt-to-equity ratio has risen significantly, which has raised doubts regarding the company's future sustainability and financial viability. 
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Figure 3: Solvency ratio of the city hotel
Some significant ideas for correcting the issues and developing the return can be generated from the hotel's financial results assessment:
Improving the City Hotel's occupancy and service business might be achieved through the execution of concentrated marketing initiatives. It could possibly be necessary to assess the hotel's pricing technique, promotional ways, and market segmentation in order to pinpoint techniques for increasing revenue and acquiring more visitors (Meira, Dos Anjos and Falaster, 2019). The hotel could try to compensate for the drastic decline in income it had in 2023 by introducing smart marketing initiatives and examining potential new forms of income. 
Additionally, for strengthening the City hotel's financial situation, it would be beneficial to do a full assessment of its operational expenditures. This will assist in pinpointing components where costs could potentially be minimized without sacrificing the standard of service. This can include improving operations, reviewing deals with suppliers, or reducing costs in essential services, servicing, or managerial expenses (Duric and Potočnik Topler, 2021). The hotel can change its expenses in line with its income through the adoption of a cost-management strategy. 
The City Hotel ought to focus on better cash flow control in consideration of the critical difficulties with liquidity revealed by the current and quick ratios' decrease. Atrill and McLaney (2021) demonstrate that such activities might include examining strategies to speed up cash inflows, minimizing levels of inventory, and strengthening receivables recovery. Despite the present financial challenges, the hotel can carry on functioning and achieve its immediate liabilities by actively controlling its financial resources more efficiently The management team of the hotel might desire to restructure the requirements of its current financing obligations in order to mitigate the impact on cash flows and enhance its solvency ratings (Serra-Cantallops et al. 2018). Through dealing with the elevated debt-to-equity ratio of the hotel, the financial framework may be emphasized, which would provide more financial freedom and the ability to deal with variations in the marketplace. 
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There is a substantial likelihood that the drop in the city hotel's profitability can be connected to a mixture of real-world occurrences and broader macroeconomic variables.
· Rising Rates of Competition: With numerous hotels out there, the hotel could be experiencing pressure from competitors, specifically the ones that have been faster in responding to the shifting market. Competition could possibly have offered more affordable prices, offerings, or conveniences that drive visitors away and minimise revenue (Drury, 2021).
· Poor Operations: There can be various inherent operational difficulties at the city hotel that are leading to the dropping of profitability. Some instances of those problems include insufficient human resources, irrelevant or useless processes, and trouble meeting the shifting needs of a dynamic market (Mucharreira et al. 2019). 
· Declining Interest: A larger economic slowdown likely had an essential impact on the hotel, particularly the dramatic drop in income from 2022 to 2023. Becerra-Vicario et al. (2022) highlight a range of issues, including the COVID-19 epidemic, problems with supply chains, and regional conflicts, as causes for the worldwide economy's current collapse. The hotel and hospitality industry has experienced the implications of a drop in consumer purchasing and tourism demand directly, with the occupancy rate falling and costs for rooms dropping.
· Unusual costs: There is a possibility that the financial records will also include unusual charges that have had an adverse effect on the hotel's profitability in the last year. This may be costs linked to restructuring, devaluation of assets, or matters of adherence to regulations and laws (Walker, 2021). 
· Effects on Inflation: The hotel has experienced rising prices across all segments due to the present inflationary climate, particularly for sectors like employment, utilities, and materials. The hotel has minimized external and staff payments, but the pricing structure has not adjusted fast enough to cope with the notable decline in revenue, diminishing profitability.
Thus, it's noticeable from these following actual-life incidents and macroeconomic considerations that the hotel's profitability reduction is largely caused by external variables. 
[bookmark: _Toc182350664]Formulating a broad strategy for a turnaround 
A thorough turnaround plan should be added in place, with a concentration on many important components, to rectify the hotel's financial situation and renew its image. The hotel ought to begin by exploring additional ways to make money, which involves conducting events, introducing specialized packages, and building partnerships with related businesses to market each other's services. Another item of advice is to execute an adaptive pricing plan that modifies room rates in reaction to consumer demand and competition analytics. This will allow businesses to determine more during the peak season and lower rates at off-peak, and this works great for earnings. 
Furthermore, by building or enhancing reward schemes, businesses can provide discounts or customized services to motivate customers to keep returning. In terms of cost management, it is encouraged to perform a thorough review of operational expenses with the goal of recognizing techniques for reducing back without compromising customer service. This can be accomplished through renegotiating arrangements with vendors and making the most of additional training and temporary staffing across periods of high demand (Duric and Potočnik Topler, 2021). Moreover, utility expenses might be minimized in the future by acquiring energy-efficient technologies. The hotel can improve its efficiency in operations by implementing the latest systems for managing the property and creating guidelines for operation to ensure constant execution of services (Walker, 2021). Marketing as well as branding may require redesigning that incorporates new goals and principles and focuses on social networking and community-building efforts. 
It is similarly essential for companies to enhance customer service by instructing staff to give customized service and by developing mechanisms for guests to offer feedback on how they feel about how the experience was overall (Franco et al. 2020). The hotel can simplify its cash flow concerns by restructuring its finances by dealing with its lenders to change each aspect of its debt, particularly with the intention of obtaining lower costs of borrowing or longer repayment periods. Budgeting limits and periodic financial monitoring ought to be placed to use for guaranteeing that expenses never exceed income (Uysal and Sirgy, 2019). The essential funds along with expertise might be obtained through exploring prospective financiers or building strategic alliances. Becerra-Vicario et al. (2022) indicate that a continuous reporting framework and key performance indicators (KPIs) will make it less difficult to assess performance and involve stakeholders. These extensive tactics can assist the hotel in managing present issues, strengthening its finances, and becoming more successful. 
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The City Hotel's financial achievement throughout the last three years has been critically declining, with profits, occupancy levels, and efficiency all experiencing a fall. It is fundamental that The City Hotel undertakes a thorough turnaround plan in accordance with recent developments and patterns in its financial achievements. If the hotel hopes to get back on the right track financially and recapture its status in the demanding hospitality industry, it needs to determine and rectify the reasons for its declining revenue, improve its cost frameworks, develop efficient operations, and satisfy its customers. The City Hotel can indeed return and possibly achieve in future generations with solid strategies and concentrated operations. 
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Year 2021 (in GBP) 2022 (in GBP) 2023 (in GBP)

Total Liabilities 10,684,940 13,338,050 14,243,390

Total Equity 2,256,180 2,583,030 1,410,580

Debt-to-equity ratio 4.735854409 5.16372245 10.09754144

Solvency  Ratio
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Year 2021 (in GBP) 2022 (in GBP) 2023 (in GBP)

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

Cost of goods sold  411,600 -401,510 -176,250

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

Other operating income and 

expenses  

34,780 -11,000 -216,650

Taxes and duties (excluding 

income tax) 

144,070 133,020 88,950

Net Income 554,870 530,710 -1,524,450

Gross profit margin 92.15744557 107.5649838 107.5792108

Operating profit margin

12.65478851 12.71281286 -52.41373676

Net profit margin 10.57239596 9.999284029 -65.55533576

Profitability ratio: 
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Year 2021 (in GBP) 2022 (in GBP) 2023 (in GBP)

Total Current Assets 1,891,970 1,965,340 1,285,880

Total Current Liabilities 1,957,360 2,107,750 2,014,600

Inventories  35,230 36,350 29,470

Current Ratio 0.966592758 0.932435061 0.638280552

Quick Ratio 0.948594025 0.915189183 0.623652338

Liquidity Ratio:


