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Executive Summary
This report has been shown a case study of a hotel which is located in the urban landscape. Aside from this, the fiscal performance of the business entity has been jotted down in this report with the utmost precision. This report has also shown how to set some turnaround strategies. The turnaround strategy has been mentioned for the hotel as the panacea for its corroding fiscal condition.
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This report is going to discuss a sound case study and will try to find out the sound outcome for the organisation Urban Heights Hotels. The Urban Height Hotel has been delivering exquisite service to its customers from the day of its establishment. This hotel delivers the facility of accommodation to its customers and along with this it also delivers the facility of food service through a restaurant to its consumers. In spite of giving this kind of facility, this organisation has faced a huge decline in business. The business entity has faced a severe shock of declining revenue for the last few economic years. Along with revenue, the occupancy rate of the organisation also declines to a great extent. With the help of this case study report, a fiscal analysis of the organisation is going to be developed. Aside from this fiscal analysis, a sound reason behind the declinations of profitability will be encapsulated. A turnaround strategy will also be jotted down for the business entity along with some recommendations.
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Figure: Income statement and Balance sheet of Urban Heights Hotel 
Source: (Author)
	Elements
	2021
	2022
	2023

	Revenue
	Revenue is one of the most important elements of an income statement (Mullins, 2020). As per Urban Heights Hotel’s income statement, the revenue of the company in 2021 was £2,500,000. 
	In the next year, the value of the revenue of the hotel became £2,200,000 in the next year. It was a decline in the value that might be a result of the lockdowns as the period was the age of the COVID-19 pandemic (Sari et al., 2021). 
	When the business entered 2023, the revenue declined to £1,800,000 and it was a sign of inconsistency and inconvenience in the revenue (Bondoux et al., 2020). As the pandemic continued this year too, the Urban Heights Hotel’s revenue did not make it. 

	Expenses
	On the contrary, the expenses react oppositely to the incomes of the companies (Cesaret and Katok, 2024). As the incomes are involved in the income statements, the expenses are included in this statement too. As per the income statement of Urban Heights Hotel, its expenses in 2021 were £1,800,000. 
	Thus, over the years, the expenses of the hotel increased and in the next year, the value of Urban’s expenses reached £2,000,000. When the organisation’s income was decreasing, its expenses were increasing. Due to the constant lockdowns, the hotel was losing its scope of attending to sufficient customers which was causing a continuous decline in 2023 too. 
	In 2023, the expenses of Urban Heights Hotel touched £2,300,000. The respective hotel profile suffered from a lack of customers due to the presence of Coronavirus (Cesaret and Katok, 2024). 

	Profitability
	Evaluating three different years’ revenue and expenses, it has been understood that the profitability of the hotel was getting weaker on a regular basis (Hayes et al., 2021). The profitability of the company was deteriorating due to many reasons and one of them was the arrival and presence of the deadly Coronavirus. The hotel has significant rivals across the region who were interrupting the commercial activities and the overall business procedures. On the other hand, the internal look of a tourism and hospitality profile is always required to shine. However, the furniture and other internal decorations of the hotel might get old so the customers stopped visiting the hotel (Denizci Guillet, 2020). However, looking at the constant deterioration of Urban Heights Hotel’s net income associated with its revenue and increment in expenses, the condition might be tough to control. 

	Liquidity
	The concept of liquidity is very easy to understand for every person in the companies can cover their short-term liabilities if their liquidity is good (Klein et al., 2020). Having significant liquidity can help any organisation including Urban Heights Hotel, it may be possible for the business to cover its loans, taxes as well as bills. Basically, if the respective hospitality organisation did not face a decline in the net income, it might resolve all of its debts. Instead, Urban Heights Hotel suffered from a very tough condition during the age of the COVID-19 pandemic as the government of the UK was declaring lockdowns continuously (Cochrane, 2022). Basically, when the balance sheet of the hotel is evaluated, it has been understood that its total asset value was £5,450,000 in 2021 which converted into £5,100,000 in 2022 and £4,680,000 in 2023. It indicates a clear vision where the business's each asset lost their value annually and it affected the overall liquidity of Urban Heights Hotel. 

	Solvency
	There are multiple financial frameworks or ratios by which a company can assess its financial health which include the above ones such as profitability and liquidity (Cochrane, 2022). Additionally, another ratio is also evaluated to understand a company's defence capacity and capability against its long-term liabilities. In the case of Urban Heights Hotel, the solvency has already gone lower with time. The total assets of the hotel became £4,680,000 from £5,450,000 in 2021 and 2023 respectively. In these same years, the total liabilities of the organisation were valued at £3,250,000 and £3,300,000 respectively. As solvency means a deduction of total liabilities from the total assets, in the case of Urban Heights, it has declined throughout all three years. The reasons including a lack of technological presence, back-dated interior and poor customer service as well as Coronavirus can be added to the discussion. 
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Increase of operational expense:
The operational expense of the chosen business entity of the hospitality industry has been increasing for the last few years. For instance, the operational expense of this organisation was 1800000 GBP in the economic year 2021. In the economic year 2022, it was 2000000 GBP and in the fiscal year 2023, it was 2300000 GBP. This kind of increasing operational expense becomes the key player in the context of reducing the profit margin of the organisation. Aside from this, while the operational expense of the business entity was not harnessed then this hotel cum restaurant also faced the problem in cash flow management to a great extent (Rolph, 2023).
Reduction in total assets:
The reduction in total assets can be another cause of the depreciation of the chosen organisation to a great extent. It has been seen that the amount of total assets of this organisation was reduced drastically from 5450000 GBP to 4680000 GBP in the time span 2021 to 2023. This kind of reduction in the total assets has reduced the earning capacity of the organisation. Aside from that, it also lowered the borrowing capacity of the organisation to a great extent (Rolph, 2023). 
Increase of total liabilities:
While the reasons for the depreciating fiscal condition are investigated then it has been seen that in the last few years, the amount of total liabilities of the organisation has also increased to a larger extent (Fridson and Alvarez, 2022). It has been while the amount of liabilities of the organisation increased from 3250000 GBP to 3300000 GBP between the period 2021 to 2023, then the company lost its fiscal flexibility. Apart from this, this kind of increase in the organisation also has a huge impact on the probability of insolvency.
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Short-term turnaround strategies are as follows:
Cost optimisation and performance measures: The Urban Heights Hotel should goal to reduce charges and make prices greater in line with the decreased income. This includes revising agreements with suppliers, reducing back on discretionary spending and allocating employees based on current demand (Fridson and Alvarez, 2022). The hotel can minimise energy consumption and streamline processes by using growing operational performance which can reduce hotel expenses without compromising its service quality.
Pricing Adjustments and Promotional Campaigns: The Urban Heights Hotel needs to focus on promotional campaigns to leverage the popularity of staycations and attract nearby customers. Providing competitive pricing packages, bundled deals for dining or spa services and accommodations rates of financial savings are some of the ways that the Urban Heights Hotel can adjust the pricing. Increasing bookings and correctly accomplishing potential guests may be accomplished by making use of virtual advertising and social media (Havemann and Hollander, 2024). Optimising sales at some point of peak durations also can be completed by imposing a flexible pricing strategy that modifies the rate in reaction to versions in demand.
Enhanced Safety and Health Measures: Giving top priority to putting strict safety and health measures and protocols in order to maintain the norms that COVID-19 worries. Improved cleaning practices, simple obvious restrooms and expressive instructions on protection precautions for guests and visitors can be a part of this. A hotel's capacity to distinguish itself as a safe alternative for the duration of the pandemic may be improved by certifications or endorsements from health authorities (Havemann and Hollander, 2024). This would help the Urban Heights Hotel to differentiate itself from its rivals and would create trust among its visitors and guests which may be further accelerated by implementing contactless payments, room access and check-in.
Long-term turnaround strategies are as follows:  
Investment in Renovation and Guest Experience: Investment in the price range in the modernisation and protection of centres would help the hotel to improve the tourists' experiences. Over time, the Urban Heights Hotel could lower its operational charges by investing in sustainable technology, updating hotel fixtures, and upgrading centres (Dziemianowicz and Kargol-Wasiluk, 2024). An appealing and renovated area can attract first-time and returning visitors or guests which can increase its average day rate (ADR) and occupancy charges of the firm. This would help the hotel to maintain its competitive position and profitability within the intensified market. 
Diversification and Market Expansion: The Urban Heights Hotel needs to expand its marketplace and diversify its revenue streams by looking into joint ventures with nearby organisations for occasions or package income (Dambra et al., 2023). For conferences, weddings or private parties, it could rent out its unused rooms to them. Diversifying the customer base and lowering reliance on local financial situations can also be completed by using growing advertising efforts to goal overseas site visitors while tour restrictions loosen. With the aid of this strategy, the hotel can restore its reputation as a premier hospitality destination in the eyes of its targeted customers and visitors (Stewart and Connolly, 2024). 
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Negotiating with creditors:
The company has to negotiate with its creditors in the context of reducing its liabilities. It is very evident that if the creditors of Urban Heights Hotel can give some extended time for the payment, then it will be beneficial for the company to restructure its business.
Reducing the operational costs:
Aside from this, it is also recommended to the organisation to curtail the operational expense to a great extent to increase the revenue and cash flow of the organisation.
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The above words of this assessment give a clear visualisation that while the revenue of an organisation declines then it should be understood that the existence of a company is at stake and there emerges a probability of obsoletion of that business entity from the market. In this case study the sudden depreciation of revenue of Urban Heights Hotels also triggers an analysis of its financial performance very precisely. During the analysis of the financial statement of this business entity of the hotel industry, it becomes very evident that solvency, liquidity, and expenses are very crucial in the context of executing a business operation. Not only that, after analysing the fiscal performance of the Urban Heights Hotel it becomes so clear that a company must reserve a turnaround strategy for itself to mitigate some problematic situations from scratch. This report is also very conclusive that the company has to reserve two kinds of turnaround strategy for itself. One is the long-term strategy and another is the short-term strategy.
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Income Statement (in GBP)

item 2021 2022 2023
Revenue £2,500,000 £2,200,000 £1,800,000
Operating Expenses £1,800,000 £2,000,000 £2,300,000
Net Income £700,000 £200,000 (£500,000)

Balance Sheet (in GBP)

AssetiLiability 2021 2022 2023

Cash and Equivalents £300,000 £200,000 £100,000
Accounts Receivable £150,000 £100,000 £80,000
Property and Equipment £5,000000  £4,800,000  £4,500,000
Total Assets £5450,000  £5100,000  £4,680,000
Accounts Payable £250,000 £270,000 £300,000
Long-term Debt £3,000000  £3000,000  £3,000,000
Total Liabilities £3,250,000  £3270,000  £3,300,000
Equity £2,200,000  £1,830,000  £1,380,000





