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[bookmark: _Toc181635652]Executive Summary
Another revenue and profitability drop among the City Hotel’s problems that have worsened in the last three years is the low occupancy, customers’ dissatisfaction, and increase in operation cost. This paper analyzes the hotel’s revenue position, its expense distribution, its liquidity status, and solvency status. The insights uncovered suggest that, even as the revenue stayed constant between 2021/2022, a drop in 2023 calls for changes in the strategy. For these challenges, the suggested tactic is the turnaround strategy based on the concepts of operational cost efficiency. This means that through reduction of the operating expenses for instance in personnel cost as well as outsourcing services, City Hotel can be able to control high operating expenses in relation to low revenues. This approach will also be useful, because it will help the hotel enhance its financial situation and use its funds rationally. By minimizing costs, City Hotel can establish a financial stability, improve profitability, and start on the path to developing long-term competitive strategy.
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[bookmark: _Toc181635654]Introduction 
The City Hotel has amenities for a restaurant, bar, and events in a busy area but the revenue, occupancy, and customer satisfaction have been decreasing. These issues raise concerns that the hotel can no longer be sustained, hence the owner is looking for a feasibility study to find out whether it is possible to complete a turnaround. The purpose of this report is to highlight the principal causes of the hotel's poor financial results for the last three years. The major purpose of this report is to evaluate the financial position of City Hotel and explain the reasons behind the decreasing level of profitability as well as customer satisfaction. This entails reviewing the financial position positions some profitability questions about the hotel and presenting a strategic management on handling these problems. The report will center on effective and affordable turnaround strategies that will improve the hotel's financial health to regain its strategic position within the marketplace.
[bookmark: _Toc181635655]Scope of the Objectives
1.1 [bookmark: _Toc181635656]Trends and Patterns in City Hotel 
At City Hotel, it is seen that over the past three years, the KPIs such as revenue, occupancy, and customer satisfaction rating have significantly decreased. It was 2021 for the hotel to stabilize the revenue year, but 2022 is slightly lower than 2021 in terms of occupancy and customer satisfaction. As of 2023, these figures became even lower illustrating a rather poor financial position of the hotel, as well as the absence of customer demand for its services. It is probable that external influence significantly contributed to this trend (Gunarathne et al., 2021). Some of the original factors affecting the results include the long-term consequences of the COVID-19 pandemic on customers and travelers, respectively affecting occupancy and overall revenue. Besides that, external factors such as an increase in inflation rates and shifts in consumer behavior may also impact on ability and willingness of guests to pay for hospitality services (Kasim et al., 2020).
These performance patterns have further been influenced by business internal management decisions. Any endeavor aimed at paring down operational expenses might have seen a decline in the quality of services delivered, hence, the results of satisfaction surveys (Busulwa et al., 2022). Furthermore, changes in the service facilities, for instance, selectively restricted eating services to minimize cost may have reduced the selling proposition of the hotel (Wild and Shaw, 2019). Such internal decisions though attempting to cut down operational costs may have been instrumental in reducing long-term revenues and occupancy, as part of the proposed work on the identified strategic niche (Walker, 2021).
1.2 [bookmark: _Toc181635657]Financial Analysis of the past 3 years 
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Table 1

Figure 1: Graph representing income sheet
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Table 2

Figure 2: Graph representing balance sheet

The following analysis highlights the City Hotel’s financial performance in the context of the following financial statements for the last three years.

Revenue
This has been plotted above where there was a slight increase in revenue for the City Hotel whereby it had a revenue of GBP 5,248,290 and in the following year 2021/2022 it had a slightly higher revenue at GBP 5,307,480. However, there was a decline in 2023 to GBP 2,325,440 in revenue generated from the sales of inventories. This substantial reduction could be owed to any of the following for instance market saturation which could have been brought about by external factors for example, declining market demand or even the existence of other closely related establishments (Gebauer and Schober, 2019). Furthermore, it may suggest a lack of sector dynamism and innovation in qualitatively catering to the needs of customers, and a failure to build the appeal to new customers in a highly sensitive competitive industry like hospitality (Bigliardi et al., 2020).
Expenses
The cost of goods sold (COGS) was steadily declining each year from 2021 at GBP 411 600 to 2023 at GBP 176 250, possibly due to low business operations or efforts to cut costs. The largest expense, employee costs decreased from GBP 1,724,760 in 2021 to GBP 1,233,160 in 2023, the explanation may well be that due to the downturn in business, headcounts have been reduced or pay has been cut. Also, the external expense of the company reduced from GBP 1,894,720 in 2021 to GBP 1,071,030 in 2023 an indication that the company was cutting costs. However, these reductions were not enough, the revenue decrease was too large and did not allow for these costs to be easily covered by the reduced revenues (Alamri, 2019).

Profitability
Industry trends have been showing that the hotel's profitability has been on the decline. This generated an operating income of 664,160 GBP in 2021 and 674,730 in 2022 and an operating loss of 1,218,850 in 203. It shows how claims of a decrease in revenue led to a proportionate decrease in operational expense thereby affecting overall profitability (Seal et al., 2018). Lower profits restrict the existing prospects of reinvestment in the improving quality of service delivery or sustaining structures which in turn could cause customer dissatisfaction and further lose of sales (Guluma, 2021).

Liquidity
Liquidity in the form of cash and cash equivalent in City Hotel declined over the years from GBP 740,590 in 2021 to GBP 295,510 in 2023. This is also supported by the decline in trade receivables from GBP 691370 in the year ended 2021 to GBP 479180 in the year ended 2023, due to decreased revenue. The decline in the level of liquidity implies vulnerability in meeting day-to-day operations and infrastructural requirements for the hotel (Akpa et al., 2021).

Solvency
The long-term borrowings have risen over the three years from GBP 8,113,710 in 2021 to GBP 8,290,570 in 2023. Furthermore, long-term lease liabilities have increased from GBP 2,844,970 in the year ended 2022 to GBP 3,353,260 in the year ended 2023 implying increased obligation. Specifically, the hotel's operating profit margin decreases due to the higher level of debts and lease obligations, thus it tends to struggle in the long term If the revenue slideshow. However, if not checked, these emerging liabilities may at some point negate the solvency of the hotel (Dahal, 2022).
[bookmark: _Toc181635658]Key reasons behind the decline in profitability 
The low profitability that has been observed at City Hotel in the last three years can be attributed to financial analysis. A decrease in the overall sales revenue is among the most common reasons that result in decreased profitability (Ball et al., 2024). This decrease may be due to several reasons including; reduced demand possibly due to inflation, competition, and customer's post-COVID-19 recovery setbacks. The failure to attract new segments of customers or retain the existing ones must have further strained the revenue aspect at the hotel (Gursoy and Chi, 2020). In a service industry where fixed costs are high, a slump in revenue as steep as this will have a negative effect on profitability. However, similar to many other companies, City Hotel still incurs sizable fixed costs including employee costs, expenses with outside vendors or service providers, and depreciation. Even though employee costs were lower in 2023 than in 2021, the revenue decline was not correspondingly smaller than the loss in employee costs. 
On the other hand, although there was some traditionalism in certain expenses, which included external costs and COGS at the City Hotel, the revenues indeed suffered a decrease which was not adequately compensated by the expense reduction (Salun and Tymoshenko, 2024). The deterioration of costs at a slower speed than revenue deterioration implies that City Hotel might not have solid cost control measures which can enable them to counter times of low revenues (Tajeddini et al., 2020). Many changes were made to the provisions over the years and in 2023 imposed an increase and this might well pose as surprises or additional pushes off profitability. There is a rise in long-term debt and lease obligations in City Hotel and lease debt obligation (Bhattacharyya and Malik, 2020).
The presence of these financial obligations suggests that in terms of cash flow, the hotel continues to have substantial fixed obligations that have to be met regardless of the Hotel's revenues which constrains much-needed funds for operations enhancement or marketing campaigns essential to boost demand (Floričić, 2020). The hotel's revenue and occupancy may have also fallen due to heightened competition from other hotels in the hospitality sector (Senbeto and Hon, 2020). Competitors may be better positioned to change customer needs and may have offered more attractive price offers, but City Hotel might be losing market share as a result. According to numerous authors, this inability may explain a rapid decline in profitability, owing to the companies’ inability to adapt to market needs swiftly enough. More specifically, revenue generation, control of expenses, and, financial restructuring are strategic imperatives that are required to address this dilemma (Ulker-Demirel and Ciftci, 2020). 
[bookmark: _Toc181635659]Turnaround strategy: Focus on Cost Efficiency
The city hotel provide a comprehensive turnaround strategy to tackle the declining profitability and also strengthen the competitive standing in the market. The total budget of the £73,000, the hotel aims to implement the various key initiatives, each strategically designed to address the specific challenges while maximizing the potential revenue sources.
The Digital Marketing: (£15,000)
By identifying the priority factor behind going online, the hotel has allocated £15,000 for digital marketing campaigns. This will be utilized to run the planned campaigns on social media and for performance improvement through search engine optimization strategies. The logic behind this is to increase the reach for a wider audience, which will be particularly effective in reaching the segment of young travelers who rely more on online channels to book hotels (Gazzola and Amelio, 2022). This city hotel would increase direct bookings by driving traffic to the website through improvement in the visibility of the hotel on different social networking sites like Instagram and Facebook.
The Cost Reduction: (£15,000)
The hotel can consider amount of £ 15,000 for the cost reduction initiative to enhance the financial health. In addition to this, the paper also includes the renegotiation of the supplier contracts in order to achieve the estimated saving of £ 5,000 amount. Moreover, the various energy-saving technologies and practices the hotel will invest are also predicted to reduce the operational costs by an additional amount of £ 10,000. Such initiatives play a vital role in increasing the overall profitability without deteriorating the quality of service (Ruël and Lombarts, 2020).
The Service Quality: (£5,000)
Improvement of customer experiences is a very vital factor in the development of loyalty among guests. A budget of £5,000 will be dedicated to service quality improvements, which might include the guest feedback systems and initiatives to ensure the consistently high level of service. The satisfied guests are more likely to return and recommend the hotel to others, which creates the positive cycle of increased bookings (Drury, 2021).

The Staff Development: (£8,000)
To elevate service quality, £8,000 will be allocated for the staff development. This budget will cover training sessions focused on improving the customer service skills. The well-trained staff can significantly enhance the guest experience, which leading to the positive reviews and repeat business.
Booking Flexibility: (£3,000)
The hotel will introduce the flexible booking options with a budget of £3,000. By allowing the modifications and cancellations without penalties, the City Hotel aims to attract more guests, especially in the competitive environment where flexibility is a valued offering.
Debt Management: (£2,000)
A budget of £2,000 will be reserved for restructuring the existing loan agreements. This initiative seeks to alleviate the financial pressures and improve the hotel’s liquidity, which providing more room for the operational flexibility (Wood, 2020).
Facility Improvement: (£25,000)
The largest portion of the budget, £25,000, will be directed towards the facility improvements, which focusing on the room and lobby renovations. Modernizing these areas is important for attracting the wider range of the new customers and enhancing the overall guest experience, making the City Hotel more competitive.
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[bookmark: _Toc181635660]Conclusion 
Consequently, City Hotel has seen its profitability deteriorating in the last three years due to decreased revenue, high fixed costs, rigidities in controlling costs, and financial commitment. Other macro-environmental stimuli such as increased competition and changing consumer behavior have also limited its performance. Solving these problems requires forming a clear strategic direction to emphasize the revenue generation to improve service portfolio and customer satisfaction, and the financial leveraging and restructuring. It is factual that through this improvement the financial structure of City Hotel becomes stable and profitable again and then the competitive position of the hotel becomes strong in the hospitality industry.
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Balance Sheet

Column2	Total Assets	Total Equity	Total Liability	TOTAL EQUITY AND LIABILITIES 	2021	12941110	2256180	10684940	12941110	Column3	Total Assets	Total Equity	Total Liability	TOTAL EQUITY AND LIABILITIES 	2022	15921080	2583030	13338050	15921080	Column4	Total Assets	Total Equity	Total Liability	TOTAL EQUITY AND LIABILITIES 	2023	15653970	1410580	14243390	15653970	



Income Sheet

2021	Revenue 	Cost of goods sold 	Employee costs 	External expenses 	Taxes and duties (excluding income tax) 	Depreciation 	&	 amortisation 	Charges to provisions 	Other current operating income and expenses 	Other operating income and expenses 	Operating Income 	5248290	411600	1724760	1894720	144070	409190	5960	40520	34780	664160	2022	Revenue 	Cost of goods sold 	Employee costs 	External expenses 	Taxes and duties (excluding income tax) 	Depreciation 	&	 amortisation 	Charges to provisions 	Other current operating income and expenses 	Other operating income and expenses 	Operating Income 	5307480	401510	1770700	1675410	133020	634030	17950	25030	11000	674730	2023	Revenue 	Cost of goods sold 	Employee costs 	External expenses 	Taxes and duties (excluding income tax) 	Depreciation 	&	 amortisation 	Charges to provisions 	Other current operating income and expenses 	Other operating income and expenses 	Operating Income 	2325440	176250	1233160	1071030	88950	661590	55550	41100	216650	1218850	
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Strategic Focus Initative Budget
Digital Marketing [Targeted social media campaigns 15,000]
Cost Reduction Renegotiate supplier contracts 5,000)

Implement energy-saving measures 10,000]
Service Quality Enhance customer experience programs 5,000)
staff Development |Customer service training sessions ,000)
Booking Flexibility Introduce flexible booking terms 3,000
Debt Management Restructure loan agreements 2,000)
Facility Improvement [Room and lobby renovations 25,000)
Total Budget 73,000)
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Income Statement (in GBP)

Item 2021 2022 2023

Revenue 5248290 5307480 2,325,440
Cost of goods sold (411,600)  (401510)  (176,250),
Employee costs (1,724,760) (1,770,700) (1,233,160)
Extemal expenses (1,894,720) (1,675.410) (1,071,030)
Taxes and duties (excluding income tax) ((144070)  (133020)  (88,950),
Depreciation & amortisation (409,190)  (634,030)  (661,590)|
Charges to provisions 5960 17,950 (55,550,
Other current operating income and expenses (40520)  (25.030)  (41,100)|
Other operating income and expenses. 34780 (11,000) (216,650)
Operating Income 664,160 674,730 (1,218,850)
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