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Executive Summary 
The purpose of this assessment was to analyze its past three years' financial position and come up with a comprehensive strategic plan to revive it. Thus, examining the indicators, it was defined that the main problems of the hotel were the reduction in revenue, the increase in costs, and the decrease in profitability. The management of the hotel hence developed a turnaround plan that sought to address the issue through operational restructuring. This entailed fine-tuning the operational activities to increase efficiency, decrease expenses and improve the satisfaction of clients. This strategy will help Urban Heights to carve a niche for itself in the market, acquire more clients and, thus, increase its revenue. This suggested plan is coherent with strategic tools like Bowman's Strategy Clock and the Ansoff Matrix, which aim at focused differentiation and market penetration. Overall, the idea of the assessment is to offer practical solutions to increase Urban Heights Hotel's competitiveness and further growth in the sphere of hospitality.



Table of Contents
Executive Summary	2
1	Introduction	4
2	Financial Analysis	4
2.1	Income Statement	4
2.2	Balance Sheet	5
2.3	Revenue	5
2.4	Expenses	6
2.5	Profitability	6
2.6	Liquidity	6
2.7	Solvency	7
3	SWOT Analysis	7
4	Market Analysis	7
5	Turnaround Strategy	8
6	Bownman’s Strategy Clock	9
7	Ansoff Matrix	9
8	Financial Projections	9
8.1	Income Statement	9
8.2	Cash Flow	10
8.3	Balance Sheet	10
9	Risk Assessment	11
10	Recommendations	11
11	Conclusion	12
12	References	13



[bookmark: _Toc167748086]Introduction
Located in an urban area, the Urban Heights Hotel has facilities for events, a bar area, and restaurants. However, current earnings showed a decline in the resort along with the occupancy rates and satisfaction of guests. This has raised concerns about the sustainability of the business amongst the owners. The goal of this assignment is to evaluate the financial performance trends of the Urban Heights Hotel Company within the past three years in the context of the seven key areas including revenue, expenses, profitability, liquidity, and solvency. Thus, analyzing the potential reasons for declining profitability, the synthesis will present a detailed and realistic plan of a turnaround model for bringing the hotel's financial situation back on track.
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The following table shows the alarming decline of Urban Heights Hotel's financial prospects for the years 2021, 2022, and 2023. Profits have gradually reduced from £2,500,000 in 2021 to £; 1,800,000 in 2023 due to low occupancy rates and customer traffic. On the other hand, operating expenses have risen from £ 1,800,000 in 2021 to £ 2,300,000 in 2023. This has affected the net income, thereby resulting in a drastically low amount of net income of £200,000 in 2022 and a possibility of a £500,000 net loss in 2023. The cause for a decline in revenue is poor competition, a shift in customer needs, or unfavorable factors outside the business or organization such as a recession or the effects of a pandemic. The increase in operating costs is because of inflation factors, increased cost of labour, or increased cost of maintaining and powering plants and equipment. Such a flow of negative results calls for the formulation of strategies that will help reign in expenses, increase revenues and make up for lost profit margins (Fridson and Alvarez, 2022).
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The following table shows that the financial health position of Urban Heights Hotel is gradually deteriorating from 2021 to 2023. The key component of the operating assets which is cash and equivalents has reduced from £300,000 to £100,000, a clear signal of the deteriorating liquidity position. Another area of decrease is accounts receivable, which has decreased from £150,000 to £80,000, which indicates problems with collecting payments or lower sales. The property and equipment have been depreciated from £ 5,000,000 to £ 4,500,000 which has impacted the overall reduction in the total asset base from £ 5,450,000 to £ 4,680,000. In the liabilities side of the balance sheet, accounts payable have risen from £250,000 to £300,000 indicating potential cash flow problems or delayed payments to creditors. Long-term debt is maintained at £3,000,000, making it difficult for the hotel to gain solvency due to a reduction in assets. Therefore, there is a slight increase in the total liabilities and, also a decrease in equity from £ 2,200,000 to £1,380,000 which represents a reduction in owner value. This overall decline underlines the need to have proper financial management and intervening techniques (Brüggen et al., 2017).
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The following are some of the macroeconomic factors that have affected the revenues of Urban Heights Hotel in the following ways. Covid-19 measures restricted travelling and consequently, most hotels have been with few clients (Nhamo et al., 2020). One of them is inflation because it has impacted the operating costs and reduced the consumers’ expenditure such as on accommodation (Ozdemir et al., 2022). 
· 2021: £2,500,000
· 2022: £2,200,000 (12% decrease: (2500000-2200000)/2500000)
· 2023: £1,800,000 (18.2% decrease: (2200000-1800000)/2200000)
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The cost-push inflation theory can be used in an explanation of the increase in expenses at Urban Heights Hotel. Aspects like the recent rise of minimum wages which has raised the cost of labour (Clemens and Wither, 2019), disruption of the supply chain which has irked the cost of goods and services (Ali et al., 2018) has also led to increase in operating expenses. Cost-push inflation occurs when the cost of production rises, and in order to balance the profits and make a reasonable return, the prices are also raised high (Machlup, 2020). Due to this, operating costs have increased, thus affecting the profitability of the hotel.
· 2021: £1,800,000
· 2022: £2,000,000 (11.1% increase: (2000000-1800000)/1800000)
· 2023: £2,300,000 (15% increase: (2300000-2000000)/2000000)
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This situation can be explained using the Phillips curve theory as applied to Urban Heights Hotel. Higher operating expenses and lower revenues due to poor economic performance has also been found to decrease profit (Chen et al., 2018). According to the Phillips curve there is a trade-off between unemployment and inflation but it also suggests that there is a trade-off between inflation and business margins in the business cycle (Button, 2017).
· 2021: £700,000 / £2,500,000 = 0.28
· 2022: £200,000 / £2,200,000 = 0.09
· 2023: (-£500,000) / £1,800,000 = -0.28
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The occurrence of a state of shortage of liquidity in the case of Urban Heights Hotel can thus be explained by the Keynesian liquidity preference theory. Reduced cash and cash equivalents combined with varying economies lead to the understanding that lower amounts of cash should be saved in the future due to possible risks (Sau, 2018). Decreasing the current ratio means a reduced ability to pay short-term liabilities and capture the opportunities for investment, leading to financial distress in the hotel.
· 2021: (£300,000 + £150,000) / £250,000 = 1.8
· 2022: (£200,000 + £100,000) / £270,000 ≈ 1.11
· 2023: (£100,000 + £80,000) / £300,000 = 0.60
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Using the Modigliani-Miller theorem, one can understand the solvency issues of Urban Heights Hotel. High long-term debt to fund operations inappropriately means access to debt than equity (Brusov et al., 2022). The debt-to-equity ratio as a solvency measure demonstrates the amount of debt that has been used to finance the assets. High debt levels relative to equity signal potential insolvency risk, as debt obligations become unsustainable.
· 2021: £3,000,000 / £2,200,000 ≈ 1.36
· 2022: £3,000,000 / £1,830,000 ≈ 1.64
· 2023: £3,000,000 / £1,380,000 ≈ 2.17
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	Strengths
-Prime urban location
-Diverse facilities
-Brand reputation
-Experienced staff
	Weaknesses
-Declining revenue
-Rising operating expenses
-Decreasing customer satisfaction
-Dependence on tourism
-High debt levels

	Opportunities
-Market expansion
-Introduce new services
-Collaborations
-Renovation/upgrades
	Threats
-Economic downturn
-Increased competition
-Changing consumer preferences
-External factors (e.g., pandemics)
-Regulatory changes
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The hospitality industry in the UK is a significant contributor to the economy, encompassing accommodation, food and beverage services, travel, and tourism. Before the COVID-19 pandemic, the industry experienced steady growth, contributing £143 billion to the UK economy in 2019 and employing over 3.2 million people (UK Parliament, 2023). However, the pandemic severely impacted the sector, with a 54% decrease in turnover in 2020 compared to 2019 (ONS, 2021). Despite challenges, the industry is projected to recover, with a forecasted growth rate of 25% in 2021 (UK Government, 2023).
Supply in the hospitality industry is influenced by factors such as hotel room availability, restaurant seating capacity, and event venue space. On the other hand, demand is driven by consumer spending, tourism trends, and business travel. The UK hospitality market faces ongoing challenges including labour shortages, Brexit implications, and sustainability concerns (BBC, 2023). However, increasing vaccination rates and easing restrictions offer opportunities for recovery and growth in the coming years.
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One effective turnaround strategy for Urban Heights Hotel, facing a decline in revenue and profitability, is to implement a comprehensive operational restructuring plan. This involves a thorough review and optimization of all operational processes to streamline efficiency and reduce costs. According to scholarly research, there is evidence that business operations can play a key role in its financial performance particularly during periods of economic downturns (Crespí-Cladera et al., 2021; Garrido-Moreno et al., 2021). The first activity involves the assessment of the current organizational structure, to establish problematic areas within the hotel. This requires a re-evaluation of personnel requirements, adjustment of supply chain terms, and other tactics concerning inventory. It has been proved by Al-Aomar and Hussain (2019) that by using lean principles and process reengineering the operating costs of the hotel can be reduced and productivity enhanced.
In the same way, there is a need for Urban Heights to improve on creating a better customer persona to be able to attract and maintain customers. This includes an increase in staff education to enhance service delivery, provision of better amenities to suit the consumer's needs, and development of unique marketing approaches to make the hotel more appealing as compared to other similar hotels in the industry (Nain, 2018). In developing its new organizational model and focusing on the client-oriented approach, Urban Heights Hotel can regain its strong financial standing and its leadership position in the market.
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According to Echchakoui (2018), Bowman’s Strategy Clock is one of the strategic tools that provide an understanding of the organization’s competitiveness based on price and perceived value. In the case of Urban Heights Hotel undertaking a focused differentiation approach for its operational restructuring plan that forms the turnaround strategy. This strategy includes providing specific services and facilities to targeted customers at a higher price compared to competitors (Villagrasa et al., 2021). By increasing operation flexibility and improving customer services via the restructuring plan, Urban Heights avoids competition on price and focuses on high net-margin customers seeking value-added services. This specific approach to differentiation guarantees the maximum level of profit in the hotel and meets the needs of the constantly evolving target consumer base, which becomes a guarantee of the stable development of the business in the framework of the hospitality industry (Saqib, 2021).
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In the view of Khajezadeh et al. (2019), the Ansoff Matrix is a tool that can be used to identify ideas for expansion, segmented into four categories, namely, market penetration, market development, product development, and diversification. Regarding the strategic approach that will underpin the operational restructuring plan to turnaround operations at the Urban Heights Hotel, the following market configuration strategy is the most suitable. In this way, by making improvements to the current processes and increasing customer satisfaction, the hotel can effectively utilize its current market and the current customer base to expand sales and market share within its currently identified segments (ISIBOR and GBANDI, 2020). This strategy enables Urban Heights to leverage its capabilities and assets to start expanding on new markets without much risk hence expanding a healthy and efficient way to scale up and improve on its functionality.
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	Income Statement
	Before Restructuring (£)
	After Restructuring (£)

	Revenue
	£2,000,000
	£2,200,000

	Cost of Goods Sold
	£600,000
	£550,000

	Gross Profit
	£1,400,000
	£1,650,000

	Operating Expenses
	
	

	Staff Salaries
	£400,000
	£350,000

	Utilities
	£100,000
	£90,000

	Marketing
	£50,000
	£40,000

	Maintenance
	£100,000
	£80,000

	Other Expenses
	£550,000
	£390,000

	Total Operating Expenses
	£1,200,000
	£950,000

	Net Income
	£200,000
	£700,000
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	Cash Flow Statement
	Before Restructuring (£)
	After Restructuring (£)

	Cash from Operating Activities
	
	

	Cash Receipts (Revenue)
	£2,000,000
	£2,200,000

	Cash Payments (Expenses)
	£1,200,000
	£950,000

	Net Cash from Operating Activities
	£800,000
	£1,250,000

	Cash from Investing Activities
	
	

	Purchase of Equipment
	£50,000
	£30,000

	Net Cash from Investing Activities
	-£50,000
	-£30,000

	Cash from Financing Activities
	
	

	Long-term Debt Proceeds
	£0
	£0

	Long-term Debt Repayments
	-£100,000
	-£50,000

	Equity Financing Proceeds
	£0
	£0

	Equity Financing Repayments
	£0
	£0

	Net Cash from Financing Activities
	-£100,000
	-£50,000

	Net Increase in Cash
	£650,000
	£1,170,000

	Beginning Cash Balance
	£300,000
	£650,000

	Ending Cash Balance
	£950,000
	£1,820,000
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	Balance Sheet
	Before Restructuring (£)
	After Restructuring (£)

	Assets
	
	

	Cash and Equivalents
	£300,000
	£1,820,000

	Accounts Receivable
	£150,000
	£150,000

	Property and Equipment
	£5,000,000
	£5,000,000

	Total Assets
	£5,450,000
	£6,970,000

	Liabilities and Equity
	
	

	Accounts Payable
	£250,000
	£250,000

	Long-term Debt
	£3,000,000
	£2,950,000

	Total Liabilities
	£3,250,000
	£3,200,000

	Equity
	£2,200,000
	£3,770,000

	Total Liabilities and Equity
	£5,450,000
	£6,970,000
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	Risk Description
	Likelihood
	Impact
	Mitigation Strategy
	Responsible Person
	Status

	Resistance from employees to changes in processes
	High
	High
	Conduct thorough communication and training sessions
	HR Manager
	Ongoing

	Supplier disruptions affecting operations
	Medium
	High
	Establish backup suppliers and maintain good relations
	Procurement Manager
	Monitoring

	Customer dissatisfaction due to service disruptions
	Medium
	High
	Implement a phased approach to minimize disruptions
	Operations Manager
	Monitoring
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· Highlight distinct selling points such as a dining option, a drinking joint, and occasion services to make the hotel stand out from competitors, catering for clients that seek services from a single hotel.
· Market the hotel, particularly to corporate event organizers as well as other business people who are using the Hotel as a temporary residence and who are willing to pay a premium for special services.
· Promote branding activities that focus on the new hotel operation and improved service delivery to ensure the product stands out to appeals to the key markets.
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In a nutshell, it can be summarized that the analyzed data and figures related to the financial position of Urban Heights Hotel indicate the necessity of intervention strategies. Reduced revenue streams, poor profitability, and poor liquidity also act as a caution on the business. By the strategic operational redesign, which targets the upheaval of the efficiency of service provision, customer satisfaction, and positioning strategies, the hotel can enhance its financial performance and regain its competitive advantage in the hospitality industry. By leveraging its unique amenities, enhancing operational efficiency, and targeting specific market segments, Urban Heights Hotel can navigate through current challenges and emerge stronger, positioning itself for sustainable growth and success in the future.
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