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Report Case Study – The City Hotel
1. [bookmark: _Toc181632881]Introduction
City Hotel is a metropolitan hotel offering restaurant and bar services, as well as event premises. For the past three years, the financial performance of the hotel has been in a worrying decline. What once used to be a well-visited spot now sees revenues, occupancy rates, and guest satisfaction drop critically, consequently undermining its profitability for many years to come. While the owner has faced these challenges, the need for an in-depth review and a realistic catch-up strategy has become highly imperative. This case study centres on intensively analysing the hotel's financial statements through various trend analyses of revenue, expenses, profitability, liquidity, and solvency. It also identifies the major factors that have caused the decline in profitability while proposing strategic initiatives aimed at the revitalization of the hotel's financial health and reputation in a competitive market.
2. [bookmark: _Toc181632882]Financial Performance Appraisal for year 2021–2023
2.1. [bookmark: _Toc181632883]Trends of Revenue and Profitability
Compared to 2021, City Hotel saw a slight increase in revenue in 2022, but this trend drastically reversed in 2023, where revenues plunged by about 56%. This huge drop signals that something has gone severely wrong in attracting guests, which is the backbone for the financial well-being of the hotel. Operating income did remain positive through the years 2021 and 2022 but had a severe decline in 2023, whereby the hotel recorded a significant loss. Declining sales and pressures from high fixed costs led to the strong depletion of the hotel's profitability.
The net income moved along the same curve due to the struggles of the hotels to come out of financial crisis. By the end of 2023, the hotel reported a net loss of £1.13 million, insinuating the inability to meet expenses and being operationally efficient on account of declining revenues. This trend copycats urgent grounds for strategic adjustment to get financial stability back on track.
2.2. [bookmark: _Toc181632884]Expense Trends
Employee costs are the highest expense for the hotel and, in 2023, remained reduced based on cost-cutting measures. These are still a big absorber of revenues, which calls for a relook at staff productivity and an opportunity to find more avenues of cost reduction. External expenses have reduced but not at rates sufficient to keep up with lost revenues. Cost pressures would ease if the hotel is able to renegotiate basic contracts or exhibit efficiency improvements. Moreover, the depreciation and amortization expenses are on the rise yearly; that indicates that the investments in property, plant, and equipment are continuous. However, with falling revenues, these investments could be producing inadequate returns further exacerbating the financial problem of the hotel.
2.3. [bookmark: _Toc181632885]Liquidity and Solvency
From the provided data, it can be observed that the liquidity position for the hotel appears to be stretched, as evidenced by the cash and cash equivalents falling from £740,590 in 2021 to £295,510 in 2023. This would raise concerns about the hotel's sufficiency of liquid resources to satisfy its currently maturing obligations without requiring additional financing.
[image: ]
Figure: Liquidity, solvency, and profitability (Calculations in Appendix)
The hotel is burdened with a large amount of long-term debt that grows further because of annual increases in lease obligations. The heavy debt burden, together with declining revenue, is causing solvency concerns and may decrease the flexibility of options to deal with continuing financial problems at the hotel. Such is the number of critical financial challenges faced by City Hotel that it requires immediate attention on revenue generation, cost management, and an overall financial strategy if it is to remain viable in the long term.
3. [bookmark: _Toc181632886]Key reasons behind decline in profitability
3.1. [bookmark: _Toc181632887]Economic and Market Factors
The hospitality industry has had to pass through many unheard-of challenges, especially when mixed with COVID-19 pandemic conditions affecting travel. The crisis saw most countries cut travel activities by large margins, while lockdowns and health protocols restricted leisure and corporate travels (Books, 2021). For this reason, hotels witnessed a dramatic decline in occupancy, reduced events hosted, and dwindling business in general (Crespi-Cladera et al., 2021). These factors most probably combined in 2023 to create a sharp drop in revenues, with many would-be guests delaying or cancelling plans and thus resulting in un-booked, empty rooms.
Moreover, this has been against the general economic background marked by cost inflation, thus further worsening the problems experienced at the hotel (Breier, et al., 2020). For instance, the current higher price levels consider some of the essential goods and services factored into its operations to be highly inflated, including foodstuffs, utilities and supplies. This has majorly squeezed the profit margins mainly because through the inflationary pressure, it has become increasingly difficult to sustain a hotel business at profitable levels (Kim and Upneja, 2021). It puts the hotel in an uncomfortable balancing act between increased cost and competitive pricing since guests expect reasonable prices.
3.2. [bookmark: _Toc181632888]Operational factors
There have also been sizeable operational problems from within, besides the external economic pressures that have exacerbated the hotel's profit issues. Employee costs, for example, have remained disproportionately high despite reduced revenues (Books, 2021). This does sound like a situation where some organisational restructuring may be called for. Increased productivity in regard to employees and operational efficiency would allow the hotel to get closer to the labour supply concerning the demand for services offered while minimizing unnecessary costs and hence making sure of an improved financial performance of the company (Adams, 2024). In fact, training, as well as investment in technology, could also help such streamlining in operational processes and maximize the effectiveness of the staff.
Other critical factors are the burden of high fixed costs, partly due to annually increasing depreciation and amortization expenses. These are fixed costs that reach such a high level that their burden on profitability is increasingly heavy as the income of the hotel continues to shrink as there are fewer guests generating revenue (Ioannidis et al., 2021).  It is expected that such fixed expenditures will be effectively managed by the hotel and possibly decreased. These could be reviewing long-term commitments and scanning for renegotiation of leases, wherever possible, and optimization of asset usage (Ozdemir and Erkmen, 2022). The internal challenges can then only be overcome for the hotel to meet the present financial scenario and start working in the right direction to regain its profitability.
The decline in profitability for the City Hotel results from a combination of external factors-economic circumstances, such as the lingering impact of the pandemic and increased inflation-and internal inefficiency in operations with high fixed costs (Elbanna et al. 2021). Recovery for the hotel and its long-term success will depend on comprehensive consideration with respect to both internal strategies and external market conditions.
4. [bookmark: _Toc181632889]Turnaround strategies
The City Hotel needs to encompass comprehensive revenue enhancement and cost management as it approaches its turnaround strategy. Such targeted initiatives would help the hotel move through the challenges and put it on a course of growth that can be sustained (Nyagiloh and Kilika, 2020).
4.1. [bookmark: _Toc181632890]Sales Optimization Approaches
One of the primary focuses of concern really should be focused marketing campaigns. In order to attract both locals and regional guests effectively, the hotel can increase promotional activities by emphasizing novelty offers and seasonal packages (Matteucci, 2020). A well-structured loyalty program can be initiated in order to increase repeat visits, developing a sense of community among guests. Furthermore, building relationships with local businesses might encourage cross-promotional discounts to occur, allowing for a self-sustaining environment that brings people to the hotel while also strengthening the local economy simultaneously (Febe and Priatmodjo, 2021). Moreover, event space needs to be optimized so that a hotel can realize its full revenue potential. Aggressive marketing of the hotel's event space should be made towards a wide variety of gatherings including conferences, business events, weddings, and socials. Conferencing systems that allow flexibility in booking provide more latitude for clients seeking to utilize event space even during the off-peak periods (Korede et al., 2021). Promotions and special packages, such as all-inclusive offers or weekday booking discounts, would further be able to increase occupancy in event spaces by attracting diversified clientele.
Secondly, the hotel needs to continue finding ways to extend the services offered and make it different from the competition (Yang, et al., 2023). It can develop unique experiences, such as themed dinner nights with local food or seasonal rotation of menus so that they can attract a larger group of customers. It may also involve pop-up events where they collaborate with local chefs and artisans to develop excitement among visitors in search of memorable experiences (Ooi, et al., 2023). By doing so, The City Hotel would be able to reinforce its position, not only as an overnight stay but also as the vibrant pulsar of dining and social activities.
4.2. [bookmark: _Toc181632891]Strategies for Cost Management
On the cost management side, in-depth staff restructuring and training are required. An evaluation of the staffing model followed by the hotel might reveal positions where it needs to adjust (Igosheva et al., 2024). Cross-training staff to do a variety of jobs gives operating flexibility so that the hotel can make accommodations in demand without having to pay an excessively large payroll. To further increase efficiency, this method has also tended to empower staff, leading to better attitudes and service quality. The other important area of cost control is renegotiation of contracts with vendors (Razzak et al., 2023). The hotel should not be passive in pursuing the possibility of lowering external costs from suppliers. It can negotiate for favourable terms or alternative suppliers that would be competitive in their pricing but without sacrificing quality. Further, leveraging bulk purchasing agreements and forming alliances with local vendors create cost efficiencies, reduce logistical expenses, and enhance community ties (Fainshtein, et al., 2023).
Lastly, energy efficiency investments can pay in savings over a very long period. Utility cost savings from energy-saving measures to be instituted, including the transition to LED lighting, upgrading efficient HVAC systems, and the adoption of water-saving technologies, will result in reductions in utility costs (Yang, et al, 2023). Though such initiatives may require much in the way of upfront capital, the return on investment can be very great, providing for sustainable operating costs and, therefore, a sustainable business model. The City Hotel thus has the added benefit of enhancing its branding as an environmentally friendly establishment with the energy it saves.
4.3. [bookmark: _Toc181632892]Financial Restructuring
Renovation of The City Hotel will depend, partly on lease and debt management strategies. Renegotiation of terms of the lease can do much in mitigating pressing current financial burdens by enabling the hotel to continue operating with an improved liquidity position (Metaxes and Romanopoulos, 2023). Discussions with landlords would permit the hotel to request an extension of payment terms or reduction of monthly payments without necessarily sacrificing the long-term survivability of its physical space. In addition, refinancing long-term debt would grant them the chance to secure interest rates that are lower and consequently add up to the cash flow that has already improved (Nguyen, et al., 2023). This would be an indicative move of enabling the hotel to redirect funds previously utilized for the servicing of interest for other necessary operations or revenue generation marketing activities.
Thirdly, asset utilisation should also be the focal point of developing new revenue streams. The hotel can rent out unutilized event spaces to third-party businesses during their off-peak hours for other uses, such as community events, workshops, or corporate training sessions (Stoiber, et al., 2024). This strategy will not only generate additional income but also drive more footfall at the hotel, which will likely result in increased bookings. Besides, any assets identified as non-core might be considered not crucial to the major activities of the hotel; therefore, one can sell them for fast cash (Rosenow, et al., 2020). This will allow the hotel to concentrate resources and attention on its core activities, thus refining its operation efficiency.

5. [bookmark: _Toc181632893]Conclusion
The City Hotel will reach a diverse clientele base by a turn-around strategy that can be designed in such a way that revenue enhancement, cost management, and restructuring of debt ensure that a possible salvaging opportunity is not let off. In turn, recommended strategies would normalize cash flow and reduce costs while occupancy gains are made. The revenue will make the hotel return to profitability gradually, ensuring financial health improves. Should this fail to achieve the desired goals,  of the business will prove to be the best outcome regarding the recovery value of the owner.
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Heads 2021 2022 2023Unit

Liquidity 0.97 0.93 0.64x:1

Profitability 12.65 12.71 -52.41%

Solvency 2.39 0.31 -13.20%


