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[bookmark: _Toc184672124]Executive Summary
The Midland Haven Hotel, once a respected leader within the Midlands hospitality sector, has struggled through significant challenges and witnessed a downturn in financial performance. Revenue went down from £1,200,000 in 2021 to £950,000 in 2023, whereas operating expenses increased from £900,000 to £1,100,000. This shift resulted in a net income of £300,000 in 2021 turning into a loss of £150,000 by 2023. Concurrently, the occupancy rate has declined dramatically from 65% to 50% and the average room rate has decreased nearly 19% indicating a loss of pricing power amid intense competition from modern resorts offering superior amenities.
The financial analysis for the hotel shows a concerning decrease in total assets from £2,150,000 in 2021 to £1,850,000 in 2023, while increasing liabilities have led to a drop in equity from £620,000 down to £300,000. These worrying financial conditions are due to the non-investment in upgrading the property and increased operation costs because of inflation and outdated facilities that all together decrease the attractiveness of the hotel to the potential customers.
The analysis has found that a comprehensive turnaround strategy will be needed to restore profitability and competitiveness in the marketplace. Therefore, recommendations are key investments in renovating and modernising facilities to improve the customer experience, meeting contemporary expectations. The hotel should also pursue focused marketing and customer relations strategies that emphasise updated features and special offers to attract new visitors and repeat business. Next will be the implication of effective cost control, probably through renegotiating contracts with suppliers, waste reduction to achieve efficient operation expenses. More so, revenue enhancement may be increased by diversification into other streams, conference facilities and local food catering services will improve occupancy. 
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[bookmark: _Toc184672125]Introduction
The Midland Haven Hotel had been one of the favourite spots in the Midlands, blending relaxation with luxury and premiere amenities that lured vacationers who sought an exceptional experience in hospitality. This hotel is in composition of a restaurant, bar and event facilities that, on one occasion, thrived as cornerstones within the local hospitality market. however, In the last couple of years, the Midland Haven Hotel has witnessed a concerning decrease in its revenues and occupancy rate as well as customer satisfaction.
Apart from all these challenges are compounded by the highly competitive local market, with newer and more modern resorts that have come up and appeal to the evolved customer preferences. Responses from patrons point to declining service quality and outdated amenities, further debilitating the hotel’s standing. However, the owner of the hotel was concerned about such a trend and uncertain about the future viability of the hotel. He has therefore sought expert assistance on whether such a business can be revived through a strategic turnaround plan.
This report, therefore, shall seek to assess the financial performance of the Midland Haven Hotel for the last three years, establish the root cause of its dwindling profitability, and consider the wider economic and industrial circumstances that have affected the business. It also aims to develop a comprehensive strategy that will restore the hotel's financial health and its reputation as a prime vacation destination or identify the most viable financial way forward.
[bookmark: _Toc184672126]Analyse the Midland Haven Hotel’s financial performance over the past three years.
Over the last three years, Midland Haven Hotel has demonstrated a deteriorating trend in its financial performance due to a decrease in revenues, increased costs, and loss of profitability.
[bookmark: _Toc184672127]Income Statement
The figure 1 presents last thee years income statement of the hotel and based on this finding, the analysis reveals hat while in 2021, the revenue achieved by the hotel was £1,200,000, over the next two years, it continued to decline steadily, reaching £950,000 by 2023, reflecting a total reduction of 20.83%.
Figure 1. Income statement of Midland Haven Hotel

This finding is Constant with Thompson (1984) where he high highlighted that occupancy rates affects revenue and this was the also the case for Midland Haven Hotel. Meanwhile, the operating expenses have been on a constant rise, increasing from £900,000 in 2021 to £1,100,000 in 2023, which is a 22.22% increase. This upward trend according to Sinaga, & Hermawan (2023) of costs indicates either inefficiency in cost management or higher overheads, which have not been compensated for by revenue growth.
The combination of such factors has had a massive effect on eroding the profitability of the hotel. For example, in 2021, the business realized a net income of £300,000, which fell to £150,000 in 2022 before recording a loss of £150,000 in 2023. This swing into the negative by £450,000 in only three years further exacerbates the depth of the financial malaise afflicting the hotel. These trends underscore the need for strategic intervention in stabilising the business. and according to Komolafe, Abiona & Adewusi (2024), it will be imperative to turn things around both on the revenue generation side and on cost control.
[bookmark: _Toc184672128]Balance Sheet (in GBP)
The figure 2 below presents the financial position of the Midland Hotel with assets, liabilities, and owners’ equity for last three years. 
Figure 2.  Presentation of statement of business position (Balance sheet) of Midland Haven Hotel’s   
	 Asset/Liability 
	2021 
	2022
	2023

	Cash and Equivalents 
	£100,000
	£80,000
	£20,000

	Accounts Receivable 
	£50,000
	£40,000
	£30,000

	Property and Equipment 
	£2,000,000
	£2,000,000
	£1,800,000

	Total Assets 
	£2,150,000
	£2,120,000
	£1,850,000

	Account Payable 
	£30,000
	£40,000
	£50,000

	Long-term Debt 
	£1,500,000
	£1,500,000
	£1,500,000

	Total liabilities 
	£1,530,000
	£1,540,000
	£1,550,000

	Equity 
	£620,000
	£580,000
	£300,000



According to the data that has been presented on figure 1, the Midland Haven Hotel’s financial performance over the past three years has shown considerable strain. Also, there are links between the balance sheet and profit and loss account. Looking at the figure 2 data, it can be seen that the total assets have declined from £2,150,000 in 2021 to £1,850,000 in 2023, reflecting both reduced liquidity and depreciating property value. For example, the cash and equivalents fell sharply from £100,000 in 2021 to £20,000 in 2023, reflecting the revenue decline from £1,200,000 to £950,000 over the same period. This finding according to Tate & Pugh (2024) indicates a severe liquidity constraint caused by falling cash inflows from operations, likely exacerbated by declining occupancy rates. This is further exemplified by the depreciation of property and equipment (Figure 2), which dropped in value by £200,000 between 2022 and 2023, further indicating underinvestment in maintaining and upgrading facilities.
An example can be the outdated amenities, which is one of the common complaints in customer reviews. It is more than likely contributed to the decline in revenues and eroded the hotel’s competitiveness within a market dominated by modern resorts. The hotel has probably made matters worse by not reinvesting in its assets, as investing in better facilities would have attracted more customers and maintained revenue. Liabilities have increased gradually, with accounts payable growing from £30,000 in 2021 to £50,000 in 2023. This increase in reliance on short-term finance matches the increased operating expenses reflected in the P&L account. For instance, the failure to control costs effectively or renegotiate terms with suppliers could have led to increased payables, which would further worsen the cash flow of the hotel.
As found on the figure 1, the rise in liabilities that are coupled with a fall in assets has resulted in a drastic reduction in equity from £620,000 in 2021 to £300,000 in 2023. This erosion reflects sustained profitability challenges, especially the net loss of £150,000 reported in 2023. The hotel’s deteriorating financial situation is, in fact, a consequence of systemic problems. This could be avoided for example, if the hotel had reinvested in property improvements, such as renovating rooms or improving amenities, it would have led to greater customer satisfaction and higher occupancy levels (Kelly & Kohli,2020). Moreover, this could have meant improved top-line results, perhaps easing the stress on accounts payable and preserving cash reserves. Instead, failure to adapt to market expectations and inability to control costs have translated into declining assets, rising liabilities and shrinking equity  sure picture of financial instability (Kelly & Kohli,2020).
[bookmark: _Toc184672129]Additional Financial Information: 
This part of the report analyse additional information regarding change in room rate and how that has impacted the performance of the hotel. The figure 3 below presents average room rate of the Midland Hotel from 2021 to 2023. 
Figure 3 average room rate Midland Hotel

According to figure 3, from £260 in 2021 to £240 in 2022, and further to £210 in 2023, the Midland Haven Hotel has seen its ARR (Average Room Rate) steadily decline over the past three years, which signifies a cumulative contraction of nearly 19% and hints at the hotel’s inability to maintain pricing power in a competitive market. For instance, newer and more modern resorts in the area would have better facilities at similar or lower prices, which would in turn force the Midland Haven Hotel to lower its ARR in order to attract customers. This pricing pressure according to Wu & Zhao (2022) not only impacts revenue directly but also reflects the diminished perceived value of the hotel's offerings, aligning with customer feedback about outdated amenities and service quality.
[bookmark: _Toc184672130]Occupancy Rate:
The following pie chart (Figure 4) highlights the occupancy rate of the Hotel for the years. According to the figure 4, in the last three years, the occupancy level of Midland Haven Hotel has declined gradually from 65% in 2021 to 60% in 2022 and further to 50% in 2023. This downward trend depicts that it is hard for the hotel to attract and retain guests within the competitive market

Figure 4. Percentage of occupancy

For instance, choice are now shipping toward new amenities. According to study conducted by Yae-Ji & Kim (2022), newer resorts with modern amenities and good customer reviews are likely siphoning off the potential customers, hence reducing the share of the bookings this hotel receives. Furthermore, this decline in occupancy actually compounds revenue losses due to the loss of market appeal, which becomes crucial for a hotel to address in aspects of both service quality and customer experience.
[bookmark: _Toc184672131]Identification of the key reasons behind the decline in profitability, from real world context. 
While talking about key reasons behind the declined in profitability, several factors have contributed to the decline in profitability at the Midland Haven Hotel, related to internal shortcomings, real-world events, and broader economic conditions. For instance, according to data presented, the hotel has not been able to maintain its competitiveness internally. With outdated amenities and a decline in service quality, both the Average Room Rate and occupancy rates have declined. Moreover, the ARR has fallen from £260 in 2021 to £210 in 2023, while occupancy rates have decreased from 65% to 50% over the same period. These portend that the customers are moving to the newer and better equipped resorts, hence reduced revenue generation. 
Looking at the real events, such as the sustained COVID-19 pandemic, may have affected travel demand, particularly for high-end accommodation facilities such as that offered by Midland Haven Hotel. In addition, this is coupled with increased operational costs, as reflected in the operating expenses that rose from £900,000 in 2021 to £1,100,000 in 2023, further squeezing profits. The larger economic trends of inflation may be driving up utility bills, wages, and supply costs, further crimping margins (Machiavelli & Holland,2022). The fact that the hotel has not put in place mechanisms to adapt to changing customer preferences and invest in property upgrades has further worsened these issues. This decrease in property value from £2,000,000 in 2021 to £1,800,000 in 2023 reflects underinvestment in maintaining competitiveness, which is likely to discourage repeat business and new bookings. Besides, an increase in accounts payable from £30,000 to £50,000 indicates that the hotel faced liquidity challenges, probably delaying payments to suppliers and hence straining relationships. Put together, these factors-a shift in customer expectations, economic pressures, increasing costs, and inadequate reinvestment-create a cycle of declining revenues and increasing financial strain that together erode profitability (Machiavelli & Holland,2022).
[bookmark: _Toc184672132]Development of a comprehensive turnaround strategy to revitalise the hotel's financial health 
Based on the analysis above, the fall in profitability at the Midland Haven Hotel can be attributed to a combination of real factors including changing customer preferences, economic challenges, and external competition. For instance, occupancy for this hotel over the past three years has slowly declined from a comfortable 65% occupancy rate in 2021 down to only 50% so far in 2023. That partially may be due to more newer resorts going on having better amenities than one might find here and just becoming way more attractively priced. The modern competitive hospitality market sees increasingly updated facilities and a higher quality of service, aspects in which the Midland Haven Hotel has fallen behind (Mann et al,2024).
Moreover, it is also evident that the wider economic climate has significantly affected the hotel’s financial performance. The COVID-19 pandemic had lingering effects, which saw a shift in travel patterns toward more affordable or alternative forms of accommodation as customers’ behaviour changed. Apart from this, operational costs have risen due to inflationary pressures (Milovanovic,2021). Increased fuel prices, increased labour costs, and increases in material costs have probably raised the operating expenses of the hotel, which have increased from £ 900,000 in 2021 to £1,100,000 in 2023. These increased costs, alongside the reduction in revenues, severely squeezed profitability.
Another factor contributing to the reduced profitability level of the hotel is that it has failed to make an investment in upgrading its property. While its property value has depreciated from £2,000,000 in 2021 to £1,800,000 in 2023, it suggests the hotel has not reinvested enough in modernization to meet customer expectations. The steady decrease in the average Room Rate (ARR) from £260 in 2021 to £210 in 2023 indicates the hotel’s struggle to maintain pricing power in a market increasingly defined by customer experience. Moreover, the increase in accounts payable points to cash flow difficulties, probably because of delayed payments to suppliers or increased short-term borrowing to cover operating costs (Albert,2023). It is these factors competition, change in consumer preference, economic pressures and lack of reinvestment that have cumulatively resulted in the decline in profitability of the hotel and thus placed the business in a tough setting to recover.

[bookmark: _Toc184672133]Conclusion 
From the above analysis it can be inferred that the Midland Haven Hotel has faced significant financial challenges over the past three years which are driven by a combination of internal and external factors. There was declining occupancy rates that reduced revenue while rising operating expenses and the failure to invest in property upgrades have all contributed to the hotel’s shrinking profitability. Moreover, the report has also found that broader economic pressures, including the impacts of the COVID-19 pandemic and inflation, have further strained the hotel’s financial position. Therefore, having identified all the issues facing the hotel, to restore profitability and remain competitive, the hotel need to address these issues by modernising its facilities, improving customer service and implementing effective cost-control measures.
[bookmark: _Toc184672134]Recommendations
Based on the analysis and finding, the following recommendations are made for the Midland Haven Hotel. 
1. Renovate and Upgrade Facilities: 
According to Elphick (2024), for good customer services, modernisations is essential. The  hotel therefore need to invest in the modernisation of rooms and amenities to meet customer expectations and improve the overall guest experience, which could help attract more bookings and justify higher room rates. 
2. Enhance Marketing and Customer Engagement: 
There is need for developing targeted marketing campaigns to attract new customers, especially in relation to updated features and special offers. According to Nuseir et al (2023), target and focus marketing strategies improve customer satisfaction to ensure repeat business and positive reviews.
3. Cost Control Measures: 
The hotel need to put cost control to optimise operating expenses through reviewing the processes in place, such as contract renegotiation with suppliers, reduction of waste, and energy efficiency to enhance profitability (Orgil,2024).
4. Diversification of Revenues: 
There is also need for diversification of income, according to Zheng & Forgacs (2017), hotels can explore complementary streams of income, such as the provision of conference facilities or expanding restaurant and bar services for locals to increase occupancy levels.
5. Focus on Online Presence: 
One of the important suggestion of the hotel is to strengthen the hotel’s online presence. Use of social media and review platforms to improve brand visibility and customer loyalty can help boosting revenue with increase busienss (Tatar & Erdogmus,2016).
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Income Statement   Midland Haven Hotel’s   (in GBP)

Revenue	
2021	2022	2023	1200000	1100000	950000	Operating Expenses	
2021	2022	2023	900000	950000	1100000	Net Income	
2021	2022	2023	300000	150000	-150000	


Average Room Rate

Average Room Rate (ARR): 	
2021	2022	2023	
260	240	210	


Percentage of occupency


2021	2022	2023	0.65	0.6	0.5	
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