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The City Hotel has a restaurant, bar and event space. Revenue, occupancy, and customer satisfaction have dropped dramatically during the past three years. This study analyses the hotel's 2021–2023 financial performance using the Income Statement and Balance Sheet. Internal and external reasons like client behaviour changes, economic pressures, cost rises, and inefficient operations are hurting it (Singh, A.J. and Schmidgall, R.S., 2002).
We find some crucial items. First, lower profits and income lead to higher labour and outside costs. The COVID-19 epidemic, high inflation, and travel habits also affect these expenditures. Second, the hotel's liquidity and solvency ratios have worsened, indicating financial risk. Third, the Balance Sheet has many intangible assets. This means that brand ownership or goodwill can still fix things if handled properly (Revenues, C., 2025).
Based on these observations, a comprehensive turnaround plan is presented. Reorganising operations, managing income, focused marketing, enhancing service quality, lowering expenses, and financing are the goals of this plan. These actions can help The City Hotel recover its finances and image or, in the worst situation, exit the business with as much value as possible for the owner (The Times, 2025).
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[bookmark: _heading=h.30j0zll]2. Introduction
The hotel industry is affected by economic changes, client preferences, and unforeseen catastrophes like pandemics and economic downturns. The City Hotel's finances have declined in recent years. The COVID-19 epidemic, rising pricing, a labour shortage, and changing consumer behaviour have all damaged the hotel business (Investors Business Daily, 2025).
This report analyses The City Hotel's 2021–2023 performance and finances. The first portion examines Income Statement and Balance Sheet data, focussing on sales, costs, and success. Next, it examines the primary causes of falling earnings and how they relate to real-life events including the macroeconomic climate, pandemic recovery issues, and industry-specific issues. Finally, the research recommends a complete turnaround plan to boost the property's economics, competitiveness, and longevity. The report also provides the best alternate path if a turnaround is not possible .
Goals of this report:
Examine the company's income, costs, ability to produce money, cash flow, and debt capacity over time .
Examine real-world events and economic stresses to determine why profits are falling .
Make proposals for a turnaround strategy or alternative solution (partial divestment or restructuring) that protects the owner's best interests .

[bookmark: _heading=h.1fob9te]3. Financial Performance Analysis (2021–2023)
[bookmark: _heading=h.3znysh7]3.1 Income Statement Trends
The City Hotel's Income Statement (Table 1) reveals that its running income declined from GBP 664,160 in 2021 to GBP 674,730 in 2022 and then fast to -GBP 1,218,850 in 2023. The nominal rise from 2021 to 2022 demonstrates early resiliency, but the 2023 negative operating income shows major practical problems (Tesone, D.V., 2010).
	Item
	2021 (GBP)
	2022 (GBP)
	2023 (GBP)

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

	Cost of goods sold
	(411,600)
	(401,510)
	(176,250)

	Employee costs
	(1,724,760)
	(1,770,700)
	(1,233,160)

	External expenses
	(1,894,720)
	(1,675,410)
	(1,071,030)

	Taxes and duties (excl. income tax)
	(144,070)
	(133,020)
	(88,950)

	Depreciation & amortisation
	(409,190)
	(634,030)
	(661,590)

	Charges to provisions
	5,960
	17,950
	(55,550)

	Other current operating income & expenses
	(40,520)
	(25,030)
	(41,100)

	Other operating income & expenses
	34,780
	(11,000)
	(216,650)

	Operating Income
	664,160
	674,730
	(1,218,850)


2021 income: GBP 5.25 million. It rose slightly to GBP 5.31 million in 2022. After the worst of the COVID-19 lockdowns, travel and hospitality may be picking up again, explaining this 1.1% growth (Pizam, A. and Holcomb, J., 2008).
Sales fell over 50% to GBP 2.33 million by 2023. Long-term economic uncertainty, fewer business travel, competition from alternative places to stay, or a slower pandemic recovery are plausible factors (Harris, P.J. and Mongiello, M., 2006).
COGS: In 2023, COGS fell less than revenue despite a little drop in total values. The Hotel may have struggled to cut direct costs to match revenue decline (DeFranco, A.L. and Lattin, T.W., 2007).
Employee expenditures remained high at GBP 1.7–1.8 million in 2021 and 2022. They dropped to GBP 1.23 million in 2023, but not enough to offset the large income decrease. Lack of labour and growing wages in UK hospitality can also raise labour expenses (Kim, W.G. and Ayoun, B., 2005).
External costs: Rent, marketing, and lawyers' fees dropped from GBP 1.89 million in 2021 to GBP 1.07 million in 2023. The Hotel lowered some expenditures, but the large loss in income offset any savings (Ninemeier, J.D. and Perdue, J., 2008).
The cost of depreciation rose from GBP 409,190 in 2021 to GBP 661,590 in 2023. It may be necessary to increase capital investments or review asset useful lives. Higher depreciation affects operational income because capital growth or repairs stressed the firm (Mongiello, M. and Harris, P.J., 2006).
The consequence,
Running income fell to -1.22 million GBP in 2023, a major concern. Cost cuts were not enough to offset the substantial loss in top-line income (Schmidgall, R.S., 2006).
3.2 Balance Sheet Review
The hotel's Balance Sheet illustrates three-year asset and debt changes.
	Item
	2021 (GBP)
	2022 (GBP)
	2023 (GBP)

	Total Non-Current Assets
	11,049,140
	13,955,740
	14,368,100

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

	TOTAL ASSETS
	12,941,110
	15,921,080
	15,653,970

	Owners’ Equity
	2,152,750
	2,472,200
	1,334,370

	Non-Controlling Interests
	103,430
	110,830
	76,210

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

	Total Non-Current Liabilities
	8,727,580
	11,230,300
	12,228,780

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

	TOTAL LIABILITIES
	10,684,940
	13,338,050
	14,243,380

	TOTAL EQUITY & LIABILITIES
	12,941,110
	15,921,080
	15,653,970


3.2.1 Asset Structure
Non-Current Assets rose from 11.05 million in 2021 to 14.37 million in 2023. This was largely owing to stable goodwill, intangibles, and lease-linked right-of-use assets. High goodwill may be linked to a brand's prior image, but dropping revenues signal an impairment risk if performance continues to decline (Gibson, S., 2021).
Current Assets fell from 1.89 million in 2021 to 1.29 million in 2023. This was largely due to lower trade receivables and cash and cash substitutes. Liquidity decline implies hotel's financial issues are severe (Yeoman, I., Ingold, A. and McMahon-Beattie, U., 2005).
3.2.2 Capital-Debt Structure
Owners' Equity fell from 2.15 million to 1.33 million in 2021–2023. Net income fell to -1.13 million GBP in 2023, lowering retained earnings (Guilding, C., 2014).
Total Liabilities rose from 10.68 million in 2021 to 14.24 million in 2023. Long-term loans and leases By 2023, borrowings reached GBP 8.29 million and lease debt GBP 3.35 million. The largest rise (Jones, T.J.A., 2008).
The debt-to-equity ratio has worsened. A 4.7 ratio exists between GBP 10.68 million in liabilities and GBP 2.26 million in equity. By 2023, liabilities will be GBP 14.24 million and equity GBP 1.41 million, a ratio of 10.1. A higher debt-to-equity ratio increases financial risk for the organisation (Jagels, M.G. and Ralston, C., 2006).
3.3 Key Money Numbers
Present assets / Present debts = Current Ratio
2021: 1,891,970 / 1,957,360 = 0.97
2022: $1,965,340 / $2,107,750 = 0.93
2023: 1,285,880 / 2,014,600 = 0.64
When the current ratio is below 1, the hotel doesn't have enough short-term assets to service its debts. It may be experiencing problems getting funds (Reid, R.D. and Sanders, N.R., 2011).
Operating Income / Sales = 12.7% in 2021: $64,160 / $5,248,290.
2022: 674,730 / 5,307,480 = 12.7%
2023: -2,325,440 / -1,218,850 = -52.4%
The 2023 loss shows how dropping sales and growing costs hurt earnings (Mills, J. and Gallino, S., 2024).
The debt-to-equity ratio for 2021 is 4.7: 10,684,940 / 2,256,180.
2022: 13,338,050 / 2,583,030 = 5.2
2023: 14,243,380 / 1,410,580 = 10.1
This cost increase indicates a higher risk profile and more financial need (Woods, R.H. and King, J.Z., 2010).
The City Hotel's finances indicate big strategic changes are needed. Debt is rising, cash is scarce, and profits fell dramatically in 2023 (Investors Business Daily, 2025).
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[bookmark: _heading=h.tyjcwt]4.1 Macroeconomic Factors
COVID-19 Aftermath
Travel increased in 2021 and 2022, but restrictions and caution kept hotel demand low. The hotel business hadn't recovered from the pandemic by 2023. This is especially true for business travellers who use virtual meetings increasingly (Guilding, C., 2014).
High inflation and living costs
The UK economy had high energy price and inflation increases in late 2021. The impacts worsened in 2022 and 2023. For hospitality organisations, electricity, food and drink inventory, and staff expenditures rose above average. The Hotel couldn't keep up with rising external costs and staff pay quicker than it could boost room prices or improve operations (Singh, A.J. and Schmidgall, R.S., 2002).
Staff shortages and wage pressures
After Brexit, the UK job market was tight, so hotels had to raise wages to attract and retain competent workers. Employee expenditures at the City Hotel remained high despite dropping income, worsening the margin crunch (The Times, 2025).
4.2 Competition and changing tastes
Increasing lodging options
Airbnb and VRBO gained market share by appealing to business and leisure tourists. Apartment-style stays are becoming more popular for longer business or "work-from-anywhere" visits as more people work from home. This trend may deter consumers from staying at ordinary hotels that haven't altered (Mongiello, M. and Harris, P.J., 2006).
City demand drops
Business vacations to cities are decreasing due to company travel rules. These trips are known for high ADRs and food and drink sales. Many organisations use mixed or remote work arrangements, which puts pressure on city-center hotels (Mongiello, M. and Harris, P.J., 2006).
4.3 Operations Inefficiencies
As income dropped, the City Hotel endeavoured to decrease external expenditures, but its efforts fell short. The imbalance between dropping income and relatively high fixed expenditures may prevent you from renegotiating supplier contracts to reflect lower occupancy, poor staffing patterns, or a weak marketing approach. The Balance Sheet may also reflect a lot of goodwill from an acquisition or growth that didn't deliver synergies or brand leverage (Kotas, R., 1999).
4.4 Capital Structure and Debt
The Hotel's rising debt and leases increase financial hazards. Higher interest and leasing payments make it difficult to employ cash flow for marketing, remodelling, and staff training. Debt reduces your ability to handle outside shocks and invest in growth (Guilding, C., 2014).

[bookmark: _heading=h.3dy6vkm]5. Proposed Turnaround Strategy
Due to these issues, a strong turnaround strategy must include reorganising finances, generating the most money, decreasing costs, and improving services. The plan below seeks short-term stability and long-term growth (Morrison, A.M., 2010).
5.1 Financial restructuring and cash flow management
Talk about new lease and loan terms:
Discuss loan restructuring with lenders, which may involve longer repayment terms or reduced interest rates. Debt restructuring could reduce short-term liquidity problems and cash outflows (Tesone, D.V., 2010).
If consumption is low, negotiate better lease terms with the landlord. A rent freeze or progressive increase based on business revenue could align operating expenses with demand (DeFranco, A.L. and Lattin, T.W., 2007).
Selling/divesting assets:
Sell non-core assets or enterprises, such a losing event venue. This might generate revenue immediately and allow the corporation focus on its most profitable sectors (Pizam, A. and Holcomb, J., 2008).
Selling some of the company's shares to an investor or hotel management company could also raise funds for operations and growth if the owners are ready to change how they spend the money (Mongiello, M. and Harris, P.J., 2006).
Predicting financial flow:
Forecast weekly or monthly cash flow to plan for gaps and track working capital. This entails optimising receivables (like issuing bills fast and offering open payment options for group reservations) and payables (like negotiating extended supplier terms) (Harris, P.J. and Hazzard, P., 1992).
5.2 Operations Restructuring
Work Smarter and Cut Costs:
Complete an operational audit to eliminate unnecessary processes and renegotiate major source contracts depending on demand (Reid, R.D. and Sanders, N.R., 2011).
Match staffing to projected occupancy with worker arrangement tools. Cross-training personnel to handle multiple jobs when demand changes reduces wasted work (Ninemeier, J.D. and Perdue, J., 2008).
Improve inventory management to reduce carrying costs and waste, especially in food and drink firms (HVS Global Hospitality Services, 2023).
Increasing service quality:
Train and train staff to improve guest experiences. Excellent service justifies low prices and good reviews (Guilding, C., 2014).
Implement or upgrade a CRM and PMS that can read real-time visitor comments. The hotel may improve its reputation by swiftly responding to negative evaluations and building on positive ones (Harris, P.J. and Mongiello, M., 2006).
5.3 Sales and Marketing Management Price Change Strategy:
Use income management methods that can swiftly adjust to demand variations. You may maximise savings by changing accommodation rates in real time based on competition, occupancy, and local events (Tesone, D.V., 2010).
To entice travellers and telecommuters, provide weekend getaways, staycations, or work-from-hotel packages (Tesone, D.V., 2010).
Internet marketing: Social media efforts, SEO, and booking platform partnerships can boost hotel visibility online (Ninemeier, J.D. and Perdue, J., 2008).
Make hotel website booking easy. Offering returning customers bargains, better accommodations, or a free breakfast might encourage direct bookings, reducing OTA fees (Ninemeier, J.D. and Perdue, J., 2008).
Rising F&B and event sales:
Place the restaurant and bar where residents and guests can go alone. Themed nights, happy hour promotions, and partnerships with local breweries and distilleries can distinguish the facility (Ninemeier, J.D. and Perdue, J., 2008).
Improve event spaces for mixed-use events, small conferences, and weddings. Collaboration with event planners or business clients might assist maintain income when travel is slow (Kim, W.G. and Ayoun, B., 2005).
5.4 Strategic Partnerships and Branding
Local Cooperation:
Work with local companies, cultural venues, and tourist destinations to create multi-item bundles. Working together on promotions helps the Hotel reach more customers and connect with local businesses (Harris, P.J. and Hazzard, P., 1992).
Coordinate with the city government or tourism board to list the hotel in marketing materials. This is crucial if the city wants to enhance tourism after the pandemic (Harris, P.J. and Mongiello, M., 2006).
Promote health and sustainability more:
The City Hotel may distinguish out in a crowded market by employing energy-saving fixtures and locally farmed cuisine as consumers become more environmentally conscious (Jagels, M.G. and Ralston, C., 2006).
Include spa facilities, gym collaborations, and mindfulness seminars to accommodate the growing demand for health-focused stays (Investors Business Daily, 2025).
5.5 Checking/judging
A good performance tracking system is crucial. Every month or three months, monitor KPIs. These include ADR and Occupancy Rate (Ninemeier, J.D. and Perdue, J., 2008).
RevPAR means "Revenue per Available Room."
GOPPAR means "gross operating profit per room."
Online Reputation Score (based on major review sites)
Staff satisfaction and turnover
Reviewing plans regularly enables management make modifications, reallocate resources, and ensure they reflect market changes. For a turnaround to last, feedback is essential (Pizam, A. and Holcomb, J., 2008).

[bookmark: _heading=h.1t3h5sf]6. Alternative Outcome: Exit Strategy
If financial estimates reveal that even a good turnaround won't make the owner enough money, they should consider leaving. The main options are: (Kim, W.G. and Ayoun, B., 2005).
When selling the hotel, find a buyer with the funds to rename or reposition it. Goodwill and intangible assets can help in negotiations (Tesone, D.V., 2010).
Franchise Conversion: By partnering with a Marriott or Hilton franchise, risk and operating costs can be shared while some ownership is retained. This strategy often uses the franchisor's marketing and customer reward programs (Ninemeier, J.D. and Perdue, J., 2008).
Contract for managed services: A skilled hotel management company can handle your business. This can relieve the current owner of management duties while retaining some revenue rights (Morrison, A.M., 2010).
These decisions depend on the owner's risk tolerance, the property's attraction to buyers or franchisors, and the net present value of expected future cash flows (DeFranco, A.L. and Lattin, T.W., 2007).

[bookmark: _heading=h.4d34og8]7. Conclusion
The City Hotel has many financial and operational issues. It is unprofitable and cash-strapped. In 2023, its operating income will drop and its debt will rise, making it more vulnerable to outside shocks. This slump is caused by post-pandemic demand, rising wages and energy costs, more competition from other hotels, and changing traveler behaviour (Weygandt, J.J., Kimmel, P.D. and Kieso, D.E., 2009).
Due to its good reputation, city location, and market groupings, The City Hotel may recover. The company should tightly restructure its finances, keep expenses low, adjust how it prices and markets its products, and bring back its services as part of a well-planned turnaround. If implemented consistently and monitored, these tactics can help the Hotel improve its performance and image (Schmidgall, R.S., 2006).
The owner should also be ready to sell part or all of the business if a recovery plan doesn't justify the financial risk. A clear assessment of the Hotel's competitive advantages and economic changes will determine the outcome. A holistic approach to economics, operations, and marketing will help the City Hotel compete in the urban hotel market (HVS Global Hospitality Services, 2023).
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Financial Ratios and Calculations
	Ratio
	Formula
	2021 Calculation
	2022 Calculation

	Current Ratio
	Current Assets / Current Liabilities
	1,891,970 / 1,957,360 = 0.97
	1,965,340 / 2,107,750 = 0.93

	Operating Profit Margin
	Operating Income / Revenue
	664,160 / 5,248,290 = 12.7%
	674,730 / 5,307,480 = 12.7%

	Debt-to-Equity Ratio
	Total Liabilities / Total Equity
	10,684,940 / 2,256,180 = 4.7
	13,338,050 / 2,583,030 = 5.2

	Gross Profit Margin
	(Revenue - Cost of Goods Sold) / Revenue
	(5,248,290 - 411,600) / 5,248,290 = 92.2%
	(5,307,480 - 401,510) / 5,307,480 = 92.4%



	Ratio
	Formula
	2021 Calculation
	2022 Calculation
	2023 Calculation

	Current Ratio
	Current Assets / Current Liabilities
	1,891,970 / 1,957,360 = 0.97
	1,965,340 / 2,107,750 = 0.93
	1,285,880 / 2,014,600 = 0.64

	Operating Profit Margin
	Operating Income / Revenue
	664,160 / 5,248,290 = 12.7%
	674,730 / 5,307,480 = 12.7%
	-1,218,850 / 2,325,440 = -52.4%

	Debt-to-Equity Ratio
	Total Liabilities / Total Equity
	10,684,940 / 2,256,180 = 4.7
	13,338,050 / 2,583,030 = 5.2
	14,243,380 / 1,410,580 = 10.1

	Gross Profit Margin
	(Revenue - Cost of Goods Sold) / Revenue
	(5,248,290 - 411,600) / 5,248,290 = 92.2%
	(5,307,480 - 401,510) / 5,307,480 = 92.4%
	(2,325,440 - 176,250) / 2,325,440 = 92.4%

	Return on Assets (ROA)
	Net Income / Total Assets
	333,930 / 12,941,110 = 2.6%
	304,650 / 15,921,080 = 1.9%
	-1,134,950 / 15,653,970 = -7.2%

	Return on Equity (ROE)
	Net Income / Owners’ Equity
	333,930 / 2,152,750 = 15.5%
	304,650 / 2,472,200 = 12.3%
	-1,134,950 / 1,334,370 = -85.1%

	Liquidity Ratio
	(Cash + Receivables) / Current Liabilities
	(740,590 + 691,380) / 1,957,360 = 0.73
	(641,620 + 792,450) / 2,107,750 = 0.68
	(295,510 + 479,180) / 2,014,600 = 0.38

	Interest Coverage Ratio
	EBIT / Interest Expense
	674,730 / (Interest Expense)
	674,730 / (Interest Expense)
	-1,218,850 / (Interest Expense)
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