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Hotel industry: navigating
the impact of COVID-19

Surviving, adapting and preparing for the new normal
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Introduction

The hotel industry is dealing with an unprecedented crisis due
to the disruption caused by the global COVID-19 pandemic.
With hotels shut or operating at severely reduced capacity and
with customers in lockdown, we look at the steps businesses can
take to not only survive but put themselves in the best position
for reopening.

From liquidity to debt and restructuring, we address the diverse and complex
challenges hotel owners and operators face. In this report we consider the
implications for employers and how financial planning for the medium and long
term will be affected.

We will cover:
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Financial planning Preparing for What Grant Thornton is

and reporting re-opening doing to help hoteliers



The challenges posed

by COVID-19

The global disruption resulting from the COVID-19 pandemic is
unprecedented. Previously, localised events such as hurricanes
have led to long-term closures. Now both global and regional
chains, as well as independent operators, are facing severe
cash flow pressures. The first half of 2020 saw a widespread
drop off in occupancy rates around the world. In May 2020,
New York occupancy rates were 80% below what we would
have expected to see, with many hotels temporarily closed.

The challenges created by COVID-19 impact almost every
part of a hotel’s operations, from room occupancy levels
and staffing plans, to food and beverage provisioning. The
pandemic has the potential to have far-reaching effects on
the industry, long past the lifting of travel restrictions and
regional lockdowns. Your priorities will depend on the size
and structure of your business, as well as your current
financial position and long-term strategy.

Liquidity

The immediate challenge for hotel owners and operators has
been cash flow management and forecasting. Businesses
that were well capitalised with healthy balance sheets
have a distinct advantage when it comes to withstanding a
sharp drop in revenue, and a potentially longer-term period
of depressed demand. For hotel managers and owners,

the focus will be on increasing liquidity and reducing cash
requirements. This will necessitate a thorough examination
of all pre-COVID expenditure.

There are a number of factors that make cash flow forecasting
difficult in the current climate. Firstly, what will happen once
lockdown and travel restrictions are lifted is still unclear. We
may have a period of muted demand as cautious consumers
stay away, and the continuation of social distancing measures,
requiring reduced room occupancy and increased cleaning
costs could significantly impact revenue and operating costs.
Business occupancy could lag behind leisure occupancy

as companies decide to continue to limit travel and conduct
meetings virtually. Secondly, many businesses across the sector
are currently utilising government support to pay wages and
fixed costs. With the situation evolving quickly, it is not certain
how long this assistance will be available and at what scale.

Employment

Many hotel operators have been able to scale down their

labour costs significantly through reduced hours, or the use of
government support to furlough sections of their staff. The boost
this provided to liquidity has been hugely beneficial to large
parts of the industry, but also creates a number of potential
issues. We are working with owners and operators to create
strategies for reopening, by looking at their ROl and determining
what staff levels they need to retain to operate profitably.

With fewer staff in all parts of the business, internal control
considerations need to be a priority for management

teams. The hierarchy of responsibility may be different,

but it is critical that internal procedures for approval and

risk management are still effective. Evidence documenting
approvals may look different to those pre-COVID due to virtual
conversations, and electronic reviews as a result of increasing
levels of homeworking.

Debt and restructuring



