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Executive Summary
The City Hotel is a mid-sized city hotel. However, it has suffered significantly from the erosion of revenues, occupancy levels and guest satisfaction in the last three years. This report focuses on assessing the financial performance and operational status of the hotel and its recent downward trends, determining their causes, and developing a plan that will halt this decline and
To begin with, the results in this case, have been negative, as The city Hotel had a  revenue of  5,248,290 in the year 2021;a revenue of  5,307,480 in 2022 and the revenue of 2,325,440 in 2023.Even if  the hotel had a profit in from 2021 till 2022 (59,190),in the year of 2022-2023 had a huge difference  of 2,982.040.The liquidity position of the company has also deteriorated sharply as cash assets have decreased by more than 60% since 2021 along with the seeking of credit facilities and constant escalation of expenses which has added further pressure on the firm. These deviations highlight the urgent need of financial rehabilitation.
Among those factors contributing to the decrease of the hotel’s performance, there are also some other elements accounting for internal factors, like the cost shell which is too high and the equipment which is out of the time, and account for more external ones like the impact of the Covid-19 pandemic and consumer choices. Also, the presence of technologies and systems focused on the customers and, adopted by other competitors, has dealt another blow to the hotel standing in the market.
In order to respond to these issues, the strategy recommended encompasses immediate actions such as extreme shave of operational costs, introduction of sales control and promotions and employing strategic alliances to increase revenues. Strategic Long-term propositions include modernization of facilities, incorporation of modern technologies and enhancement of customer service. The success of implementation of these initiatives will highly depend on good leadership and training of staff.
The report recommends that, The City Hotel undertakes the necessary measures because it is possible for the hotel to make a comeback and become competitive once more. If turnaround strategies prove ineffective, other options such as the selling of assets or forming alliances should be explored.
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Introduction
The City Hotel, which is located in a beautiful and busy location, is known for many years for its various functions for example: restaurant, bar and event space. Such facilities earlier helped it attract both business and leisure guests. Nevertheless, unprecedented setbacks have occurred in the last couple of years for the hospitality sector hence The City Hotel has registered a decrease in earnings, occupancy and customer satisfaction levels. These developments have raised fears pertaining to the hotel’s capacity to sustain its operations and performance given the high competition levels in the market (Academia, 2024).
The owner of the hotel has taken more proactive steps due to the threat posed on the business itself as well as the reputation, including seeking an informed opinion on ‘is the business worth continuing’. The objective of this report is to find out whether there is a possibility for a strategic turnaround of The City Hotel or whether external support in the form of financial alternatives has to be explored. Such as in this situation requires an understanding of historical data on the hotel performance in the last three years on the distinct areas such as profit margins, liquidity ratios and net worth indices (Springer, 2024). 

Analysis of Financial Performance
Analysis of the financial results of The City Hotel for the last three years portrays the difficulties which the management has experienced disproportionately in the quest to make and maintain profits and stability in operations. The income statements and balance sheets show striking patterns of diminishing revenues, significant operating income losses, and worsening working capital. 
Taking the years 2021 and 2023 as the reference in this timeframe, the revenues of The City Hotel dropped more significantly from £5.3 million to £2.3 million, which amounts to over 56% reduction. This sharp drop explains the enormity of the operational challenges the company, especially in its operations, which have to be extended to especially after harmful external factors such as covid 19 pandemic disruptions. Operating income followed similar patterns whereby in the year 2022 the hotel made a modest profit of £674,730 and then 2023 showed a loss of £1.2 million. These losses do not only mean that there were reduced sales but also implied poor management of costs (Drury, 2021).
As one of its largest expense categories, employee costs have often remained on the higher side in comparison to revenues. Despite this, these employee costs lessened in absolute value to £1.2 million in 2023 in spite of them accounting for over 50% of revenue earned for the year; this indicates the hotel’s attempt, or lack thereof, to control its expense in relation to a lower income is still poor. In the same way, other costs such as outgoings for maintenance and utilities, although on the decrease, still proved to be a drain on profit. This rigidity in costs points to an absence of proactive cost control and nimbleness in operations of the entity (Seal, 2019).
Analysis of the financial results of The City Hotel for the last three years portrays the difficulties which the management has experienced disproportionately in the quest to make and maintain profits and stability in operations. The income statements and balance sheets show striking patterns of diminishing revenues, significant operating income losses, and worsening working capital. These trends present clear indicators for the need of timely strategic actions to avert increased financial erosion.
The balance sheet further elaborates on the financial burden. The cash and cash equivalents which are very important in the settling of immediate obligations, registered a drop in values of £740,590 in 2021 down to £295,510 by 2023. This drop of cash on hand has make it harder with the hotel meeting its short-term debts which includes debts payable and tax due. Another challenge is the long-term borrowings which have gone down to over £8.2 million in 2023. This operational approach on the other hand has increased the financial risk and at the same time curtailed the ability of the hotel to inject money into necessary improvements or even promotion campaigns (Springer, 2024).
The level of retained earnings degeneration becomes an issue of concern when looked at from a solvency outlook. Losses accumulated over this period have greatly diminished the equity base of the hotel, with such losses exceeding £150,000 in 2023. 
The decline in financial performance is compounded by the fact that certain resources remain idle. For instance, the net carrying amount of property, plant and equipment has declined from £4.05 million in 2021 to £3.57 million in 2023 most likely due to depreciations and no reinvestment activity. Such a decline serves to not only diminish the assets of the hotel, but also affects its service levels and its competitiveness in the industry (Walker, 2021).

Causes of the Decline
The downfall experienced by The City Hotel can be phrased as one that is caused by both internal inefficiencies and external forces, creating a financial and operational disaster. As such, it is important to identify the key factors since that will assist in formulating an appropriate turnaround strategy to apply. 
From within the organization, cost management has been one of the most challenging aspects. The hotel managed to contain its operating expenses, but not to the extent of correlating with the revenues that were decreasing. Employee costs represented more than 50% of the revenue earned within the hotel in 2023 even when the income brought forth by the hotel had significantly decreased. This is a clear sign of workforce mismanagement and inflexibility in containing labour related costs. Also, external costs such as those related to utilities and maintenance were high, which indicated lack of cost reductions or attempts to review costs with suppliers (Drury, 2021). The effect of the scale has made the operational burden placed on the structure, providing hardly any room to work around new threats and opportunities that may arise within the marketplace. 
Apart from financial performance issues, there is also the problem of the hotel being too old. Modern consumer trends within the hospitality sector are unfriendly since they have to include modern age features, fast internet, and eco-friendliness. Most likely, this has resulted in this decline in fulfilled management at The City Hotel. Reviews and other forms of customer generated content can play a significant role in the overall image and clients’ appeal, while different types of dissatisfactions can rapidly cause losses on the market within hospitality sector in metropolis areas (Walker, 2021).
It is necessary to stress the unforeseen consequences of the COVID-19 pandemic on economic conditions in the country and in the global economy in general. All activities tied to tourism: such as traveling, fashion shows, sports competitions were cancelled. Consequently, for most hotels even the place booking services incurred huge losses. In the case of The City Hotel, these challenges were even more daunting as the hotel was dependent on business guests and events. The pandemic also changed the paradigm of consumption in that people started using such means as short rentals or boutique hotels that allowed greater flexibility and more personalized services. This has seen the traditional hotel models, like that of The City Hotel, facing challenges in retooling (Springer, 2024).
Economics also played a significant part in hampering the hotel’s operations when inflation rates and other prices on goods and services began to rise. Operating expenses compelled the hotel to refrain from any high purposeful enhancement due to the worsening investments towards upgrades and marketing efforts. Moreover, with competition from the new entrants who adopted highly competitive strategies, the market positioning of The City Hotel diminished more (Emerald, 2024).
Another major element is the lack of technological advancement. Many players in the market have come up with cost-effective measures, including AI based reservation systems for clients and designer operational tools within the district hospitality sector. In this regard, The City Hotel has been rather slow, thus poorly implementing the integrative systems that are often cumbersome and labour-intensive. Not only has such a state of affairs escalated the costs of operations, but the hotel has also become less attractive to potential guests that are in love with modern gadgets (MDPI, 2024).
Finally, both management and strategic direction have contributed to the hotel’s values decrease. When the market changes, it seems that there is no violent management system that allows for rapid change. There is also no willingness to change in accordance with new trends or redress the problems of customers that exit the hotel. Looking at the current situation, a lot seems to have been lacking in the management practices employed. Leadership is vital especially in times of crises, however,  judging  that the management of the City Hotel appears to have squandered opportunities that would have lessened the effects of outside disturbances or the changing needs of customers (Academia, 2024).

Turnaround Strategies
Renovating The City Hotel is a task that can be achieved through several steps focusing on present issues and the strategies for the years to come. Moreover, recovery can be attained integrating short turnaround cost containment measures as well as long-term strategic initiatives.
Practically, it is of great importance to reduce costs in the short run to ease the level of financial strain. For instance, cost reconciliation with external service providers can cut down price incurred externally, while temporarily freezing recruitment or reducing the number of working hours helps to cushion employee costs against falling revenues. Using devices for energy conservation such as LED lights and install air condition units with the time regulator can also help in lowering utility bills without degrading the comfort of the clients (Social Tables, n.d.).
To increase the occupancy and revenue of the hotel, he will need to come up with certain promotions or discounts which are geared towards his target market. For instance, the promotion offers may include several facilities such as accommodation, dining and organizing events for the clients targeting both leisure and business trips. In this case, using online digital marketing services to advertise those offers and marketing the hotel at the same time will be useful in reaching many people. In addition, working with different businesses within the area and providing them with deals for business tours and stay events, will also generate more income (Assured Hotels, n.d.).
In the long term, The City Hotel should concentrate on refurbishing its facilities and improving overall services in order to restore its former glory. Upgrading to better room facilities, providing high-speed internet access, and adopting a green approach will definitely attract more happy customers especially the responsible tourism guests. Also, introducing customer satisfaction metrics will help the hotel ward off any possible service shortcomings, which will be a further way of showing service commitment, a full cycle of excellence (Walker, 2021).
The integration of technology is also an important element within the turnaround strategy. The implementation of AI-driven chatbots for customer interaction and IoT-based solutions for smooth functioning would help in cutting costs and enhancing guest experience. For example, the implementation of keyless entry and mobile check-ins would be advantageous most notably to the millennial guests (MDPI, 2024). 
Staff development and staff training are important in order to manage supposed changes. Training aimed at enhancing customer experience, efficiency in operations, and dealing with crises, can assist in enabling staff to be consistent in providing the best possible experience. The turnaround efforts will also depend on the development of the leadership team, which can manage complex problems, and changing environments (Emerald, 2024).

Conclusions and Recommendations
The City Hotel has come to a point of no return and in this report, it will be shown that in spite of the problems confronted by the hotel in terms of lowering revenue, high operating expenses, and customer dissatisfaction, all is not lost and recovery can be achieved by employing a turnaround plan.
At this juncture, it is critical to improve operational efficiency and minimize operational costs in order to avert any further deterioration of the hotel’s financial position. Also, the company should take such actions as contract renegotiations, staff utilization, and short-term advertising, which are likely to assist, manage cash flow (Drury, 2021). Additionally, the hotel should form relationships with local companies and step up online marketing activities in order to help raise occupancy and diversify the clientele.
The same goes for leadership during this turnaround strategy. Implementing programs that teach how to serve customers, work more efficiently and be more flexible, should contribute to better service and consequently enhance the guest experience. Leadership will play a major role in ensuring that the hotel achieves and maintains a high level of focus on improvement and creativity for the business to be sustainable (Emerald, 2024).
In the final word, there are serious problems to address but there is room for improvement. The City Hotel is able to recover from its bankruptcy status and stiff competition by making of good strategic operational improvement plans, investment in technology and customer service enhancement (Walker, 2021).
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