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Executive Summary
The city hotel is in an urban outlet with a bar, restaurant and event facilities. This venture is going through a downfall in overall revenue, consumer satisfaction and tenancy rates. The following case study showcases the problems faced by the venture in the context of solvency, liquidity, profitability, and so forth. Trends and patterns related to it have been evaluated effectively. The key reason behind the downfall of profitability is covered below. Additionally, the context has provided turnaround strategies to improve the fiscal position and performance of the venture effectively.
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[bookmark: _Toc180496386]Introduction
A remarkable drop in revenue, occupancy charges, and consumer satisfaction indicates that the City Hotel, which is located in an active urban region and provides plenty of services like restaurants, bars, and event facilities, has recently faced critical difficulties. The owner is seeking out expert advice to help them navigate these hard surroundings as their worries approximately the hotel’s lengthy-time period sustainability grow. The succeeding case study will look at the hotel’s monetary performance during the last 3 years and will carefully examine it with an emphasis on key metrics like revenue, costs, liquidity, profitability, and solvency. A thorough turnaround plan will be cautioned, in conjunction with an identification of the fundamental issues inflicting the decline. It will especially offer four doable procedures meant to enhance the Hotel’s popularity, restore its financial balance, and assure lengthy-term growth in a competitive marketplace.
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Figure 1: Image showing Profit and loss statement of City Hotel
Source: (Corporate Finance Institute, 2024)
Examination and assessment
[bookmark: _Toc180159519]Declining equity and rising liabilities on the stability sheet suggest growing financial pressure, especially in 2023. The relative balance of goodwill and other intangible assets suggests that there have not been any sizeable acquisitions or impairments. But in 2023, assets, plant, and machinery dropped from £4.05 million in 2021 to £3.57 million, which changed due to asset sales or depreciation. Most probable as a result of recent long-time period rentals, the right-of-use assets expanded (Corporate Finance Institute, 2024). Due to a pointy decline in change receivables and a lower in cash and cash equivalents (from £641,620 to £295,510), current assets fell from £1.96 million in 2022 to £1.28 million in 2023. This means that there may be liquidity issues and that customers may also postpone payments. Liabilities confirmed an increasing dependence on debt, with lengthy-term borrowings rising to £8.29 million in 2023. Additionally, hire duties elevated, which placed greater strain on finances. Even though the change in payables and different current liabilities noticed a moderate decline, the commercial enterprise's working capital continues to be strained by the excessive degree of ordinary current liabilities. In 2023, the net loss of £1.13 million induced a tremendous decline in equity (BBC, 2024). As retained profits deteriorated, overall equity dropped from £2.58 million in 2022 to £1.41 million. Higher borrowings and a widening gap between liabilities and equity point to a deteriorating solvency position. To repair the City Hotel's economic health, a turnaround plan emphasising debt restructuring, cash flow improvement, and operational efficiency is essential.
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Figure 2: Image Showing Balance Sheet of City Hotel
Source: (Corporate Finance Institute, 2024)
Examination and assessment
The hotel's economic performance, specifically in 2023, has notably declined, as the income statement indicates. Revenue fell sharply from £5.3 million in 2022 to £2.3 million in 2023, a sign of dwindling demand that could added on by adjustments inside the marketplace, heightened opposition, or external disturbances like recessions or problems improving from a deadly disease. COGS decreased in keeping with lower sales, but different foremost prices, along with personnel and outdoor charges, are still high in contrast to sales even though they have decreased in 2023. In 2023, employee costs dropped to £1.2 million, indicating cost-cutting actions (Corporate Finance Institute, 2024). However, operating earnings went poor at -£1.2 million, which means that the reduction turned into insufficient to offset revenue losses. Costs related to depreciation and amortisation rose from £409,190 in 2021 to £661,590 in 2023, indicating either increased capital expenditures or asset impairments. However, different running profits and costs, particularly in 2023, show a £216,650 loss, indicating operational inefficiencies or unforeseen charges. Taxes and duties were reduced due to declining sales. Even with cost-cutting actions, the hotel is dropping cash in 2023. A turnaround method that consists of a review of carrier services, value structures, and advertising and marketing projects to increase occupancy and profitability is necessary due to the fact declining operating profits show that the business version is below pressure.

[bookmark: _Toc180159520][bookmark: _Toc180496390]Outlining the trends and patterns
Over the last three years, the City Hotel's monetary performance has substantially deteriorated in essential regions like sales, expenses, liquidity, profitability, and solvency. These traits show that operational problems have gotten worse, specifically in 2023, endangering the hotel's long-term survival. (BBC, 2024).
I. Revenue Drifts
Both 2021 and 2022 saw relatively consistent sales of £5.25 million and £5.31 million, respectively. Revenue fell precipitously to £2.33 million in 2023, even though, this was in all likelihood due to a pointy downfall in event activity, consumer bookings, or occupancy (Drury, 2021). External variables like consumer preferences moving, monetary slowdowns, or heightened competition can be pondered in this. The hotel's modern services might not be attractive enough to commercial enterprises, as evidenced by the aid of a revenue decline of more than 56%, which requires a revamp of the advertising method.
II. Expense Outlines
Costs stay disproportionately high no matter cost-cutting events. The biggest expense, employee costs, decreased from £1.77 million in 2022 to £1.23 million in 2023, the maximum probable due to wage discounts or layoffs. In 2023, external fees additionally dropped, from £1.67 million to £1.07 million. Nevertheless, the organisation nonetheless pronounced negative operating earnings in 2023 due to these cuts have been insufficient to make up for sales losses (Seal, 2019). In 2023, depreciation and amortisation fees reached £661,590, a steady growth that suggested either sizeable capital costs in prior years or asset impairments. Since the business enterprise is having a problem making sufficient cash to cover those capital expenses, rising depreciation fees are trouble in the mild of declining sales. A loss of £216,650 was additionally recorded in 2023 due to a negative shift in different operating profits and expenses, which was a result of inefficiencies or unforeseen costs.
III. Profitability Drifts
With working incomes of £664,160 and £674,730 in 2021 and 2022, respectively, the hotel grew to become a moderate-earning venture. A sharp trade happened in 2023, even though, operating earnings fell to -£1.22 million, demonstrating that the enterprise model is now not possible. Equity has been severely weakened by the 2023 net loss of £1.13 million, which has eaten away at retained earnings (Drury, 2021). This trend of declining profitability shows that the motel is unable to pay its operating charges, necessitating short movement to prevent any additional harm.
IV. Liquidity Drifts
As financial pressure has accelerated during the last three years, liquidity has gotten worse. From £740,590 in 2021 to £295,510 in 2023, cash and cash equivalents reduced, indicating that the corporation is having a problem retaining enough cash flow (Walker, 2021). A similar decline in trade receivables from £792,450 to £479,180 can be a sign of slower consumer payments or a decline in sales activity. The City Hotel’s potential to meet quick-term responsibilities is critically strained by the reduction in current assets.
V. Solvency Outlines
The City Hotel’s financial situation has additionally gotten worse. As debt levels rose, lengthy-time period borrowings went from £7.76 million in 2022 to £8.29 million in 2023. Lease obligations have elevated from £2.84 million in 2022 to £3.35 million in 2023, including the enterprise's monetary burden and making it harder for it to pay off debt (Schroeder et al., 2022). In the intervening time, equity dropped from £2.58 million in 2022 to £1.41 million in 2023 due to a string of losses and a decline in retained profits. The hotel faces solvency risks as it has larger liabilities than equity, which makes debt restructuring or new capital infusion even more essential.
Overview of three-year performance
With sharp drops in revenue, profitability, and liquidity over the past three years, the City Hotel's monetary performance indicates a business enterprise in distress. Increased debt and negative cash flow drift patterns have made solvency issues worse. To keep the employer, the hotel needs a turnaround plan that emphasises increasing customer demand by centred advertising and carrier upgrades, improving liquidity, restructuring debt, and optimising operational performance.   

[bookmark: _Toc180496391]Showcasing the motives for the declining effectiveness of the hotel
I. Inflation and Rising Operational Costs 
The value shape of hotels has been significantly impacted by inflation, which has raised wages, utilities, and raw material expenses. Due to geopolitical occasions just as the warfare in Ukraine, the cost of requirements like food and clothes has elevated, and utility bills, specifically in the case of energy, have long gone up (Seal, 2019). Furthermore, running margins were further stretched by way of elevated salary needs to keep up with the cost of residing, which has restricted brief-term profitability.
II. Labor Scarcities and Wage Burdens
More labour is needed in many hotels, which leads to operational inefficiencies. The price of labour has increased due to agencies having to raise wages and offer greater advantages with the purpose of drawing and keeping employees (Walker, 2021). Businesses within the hospitality enterprise are under stress to develop new recruitment and retention approaches due to personnel' growing demand for flexible painting preparations or roles that offer a better work-life balance.
III. Unstable Consumer Expenditure Behavior
Due to inflation and financial uncertainty, consumers are now extra frugal with their discretionary spending. While there is nevertheless a demand for journeys, many travellers select to journey regionally in preference to abroad or pick extra low-priced alternatives like domestic-sharing services, for example, Airbnb. Hotels are pressured to provide promotions and adjust their pricing guidelines, which may additionally bring about lower income margins (Atrill and McLaney, 2021).
IV. Financial and Political Variability
Continuous financial uncertainties have made commercial enterprise planning harder, including changes in interest fees and trade prices. Political traits, like the subsequent elections in the US and Europe, present new risks that may lessen consumer self-assurance and expenditure. To save revenue streams from turning unstable, hotels need to be prepared for feasible disruptions of tourist flow or adjustments in authorities’ policies that affect tourism.

[bookmark: _Toc180159525][bookmark: _Toc180496392]Amplification of certain strategies for the advancement of the hotel’s monetary health
I. Update Operations and Cut-down Costs
The City Hotel needs to pay attention to operational effectiveness if it wants to reduce wasteful spending and enhance revenue. Adopting a bendy staffing version, together with hiring seasonal or part-time employees at some point of top intervals, can optimise employee prices (Walker, 2021). Utility bills may be reduced with the aid of energy-effective gadgets like smart thermostats and automated lights. Renegotiating rentals and provider contracts also can lessen costs. Laundry and protection are examples of non-vital offerings that can be outsourced to save cash without sacrificing quality.
II.  Expand Revenue Streams and Appeal to New Customers
Other than room reservations, the hotel needs to inspect new revenue streams. Providing co-running spaces or day-use rooms can attract faraway employees and nearby experts. In addition to increasing occupancy, the website hosting social events, conferences, and weddings will grow sales from food and drink sales (Warren et al., 2020). Joining forces with tour businesses or websites also can draw tourists from abroad. The advent of wellness programs or themed dining stories may entice new consumers. The motel will have a higher occupancy price and extra consistent revenue technology all year long for those numerous services.
III.  Reinforce Online Presence and Recover Reputation
Having a stable virtual method is critical in the extraordinarily competitive city marketplace. The hotel has to provide easy reservation options and update its website. Interacting with consumers on social media can grow exposure and draw in more young tourists (Bhimani, 2006). To improve the hotel’s reputation, it is vital to encourage happy patrons to publish positive critiques online. To similarly increase guest retention, promotional campaigns with reductions for repeat business or referrals have to be launched. Over time, loyalty programs designed for frequent travellers will increase brand loyalty.
IV. Manage Debt and Recover Liquidity
Maintaining a steady cash flow and paying off debt are vital to the resort's survival. Talking with creditors to restructure debt by reducing interest prices or extending compensation phrases is something that control ought to do. Providing prepayment reductions for reservations or activities can bring about fast cash inflows (Walker, 2021). Improving manage of payables and receivables may even guarantee greater sustainable cash flow management. To relieve economic strains, the hotel might also look into authorities' grants or rehabilitation tasks for the hospitality industry. The hotel can focus on future growth and operational healing as soon as its monetary state of affairs has stabilised.

[bookmark: _Toc180496393]Conclusion
The City Hotel's sales and standard consumer pride were negatively impacted with the aid of extreme monetary problems. The motel's economic overall performance was examined in this situation and important issues like revenue, liquidity, and profitability have been outlined as well. Through the thought of four possible tactics cost restructuring, sales diversification, enhancing online visibility, and debt control a clear roadmap for revitalisation has been offered. In addition to enhancing the motel's financial state of affairs, putting those techniques into exercise will assist it rebuild its standing in the competitive hospitality enterprise.
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Income Statement (in GBP)

Item 2021 2022 2023

Revenue 5248290 5307,480 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 (excluding income tax) ((144,070)  (133,020) (88,950)
Depreciation & amortisation (409,190) (634,030) (661,590)
Charges to provisions 5960 17,950 (55,550)
Other current operating income and expenses (40,520) (25,030) (41,100)
Other operating income and expenses 34,780 (11,000) (216,650)
Operating Income 664,160 674,730 (1,218,850)





