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Urban Heights Hotel, a restaurant and bar with a banquet hall and conference services, was an ideal destination in its urban environment. Unfortunately, the current situation of the hotel seems to be quite problematic, with a decrease in revenues, occupation rates, and customers’ satisfaction. Sadly, this has led to its current decline and has raised concern for the owner in terms of the business’s sustainability. With passion soaring high, the owner realised that, perhaps, there was a way to save the hotel through the application of a turnaround strategy, which could only be gotten from professionals. It is a case study given to assess the shortfalls and challenges the Urban Heights Hotel has faced over the last three years, compare it to Hotels in the same category and explore possible ways of reviving the business for the owner or the most favourable financial solution.
[bookmark: _Toc168563386]Financial Performance Analysis 
Revenue Trends: Analyzing the financial data of Urban Heights Hotel, it is possible to state that revenue in this organisation has demonstrated a noticeable decline in the course of the last three years. Total sales received in the hotel in 2021 are 2,500,000 British pounds slightly declined to 2,200,000 British pounds in 2022, while in 2023, the value was 1,800,000 British pounds. In total, they point to a cumulative fall in revenues in the prior year of 28% over the years. The steady decline in revenue is perhaps an eloquent pointer to the poor financial results that the hotel has been experiencing brief discussion on the causes of this decline. The analysis of the main factors that have led to this scenario The use of a pie chart in the analysis of the results Coupled with the revenue decline, there is a revenue per available room decline, which further shows the poor financial performance of the hotel (Afonso & Casas, 201
Expense Analysis: Revenue appears to be going down over the period, while the operating expenses of Urban Heights Hotel are recording incremental growth. For the year 2021, the operating expense was £1,800,000, which has increased to £2,000,000 in 2022 and again increased to £2,300,000 in 2023. This represents a 27. They have also been able to contain their operating expenses within the following range: For the year ended 2009, operating expenses stood at $ 94.80 million, 2008 operating expenses were $ 90.39 million, and 2007 operating expenses were $ 87.74million. Thus, ) a % increase in operating expenses over the three years. The figures have highlighted that the overall expenses increased and the revenue decreased, which has significantly influenced the current profits (Lado-Sestayo et al., 2016). Specifically, it is necessary to define in which the expenses grow up and to deny or discuss whether these increases are reasonable or not; it is necessary for what areas of cost-cutting are needed.
Profitability Assessment: Comparing the information from the years 2012 to 2014, it has been realised that the net income of Urban Heights Hotel has significantly reduced. In 2021, the hotel’s net income level was £700,000, but in the year 2022 it reduced to £200,000 for the hotel. However, the worse scenario of total losses is £500,000 in the year 2023 as presented in the picture above. This shows that the cost required to run the hotel has spread past the revenue it has generated, therefore incurring a loss (Arbelo et al., 2017). Consequently, in order to evaluate the profitability of GP further, profitability ratios should be calculated, reflecting the company’s gross profit margin, operating profit margin, and net profit margin. These ratios shall include and shall mean a brief functionality of the hotel in generating profits in relation to the revenue generated, as well as identify streams of the hotel that need to be boosted.
Liquidity and Solvency: Two very vital financial risks that affect the solvency of Urban Heights Hotel include liquidity risk. The available information from a balance sheet shows that the amount of cash and equivalent has reduced, as shown below, from £300,000 in 2021 to £100,000 in 2023. This appears to have led to a reduction of the readily available cash, which is supposed to be used to meet the hotels’ short-term liabilities. A current ratio that evaluates the hotel’s capacity to establish the payoff of current liabilities with current assets should be calculated in order to get an adequate idea of liquidity (Kim & Ayoun, 2005).
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Internal Factors: Also, one of the significant ailing areas that has impacted the decrease in profitability at Urban Heights Hotel is internal factors, particularly the operational issues. These higher operating costs convey the signal that there might be cost-push influences in various functional areas of the hotel, such as housekeeping, maintenance or the food and beverages segment, given that the revenue itself has been on the decline (Enz et al., 2016). On the same line, overstaffing during off-peak business seasons or poor procurement strategies may also be some of the reasons for shrinking cost lines and, therefore, damaging the profitability of the company. Also, in terms of technology, if the hotel fails to have modern technology and elaborate systems, it may not function well, and there may be additional costs and less efficiency, as pointed out by Kim & Kim (2017).
External Factors: This can also distort the profitability of the business and was also a factor that led to the decrease in Urban Height Hotel’s profitability. As similar as it may sound, the hospitality industry is also vulnerable to real-world events like economic fluctuations and COVID-19, among others. For instance, the effects of COVID-19 have, such as travel bans, change of consumer attitudes and technological disruptions coupled with reduced tourism adversely impacted the hotel industry (Gössling et al., 2020). For instance, market saturation could be attributed to the availability of new or refurbished rooms in other hotels within the region, which could have led to stiff competition and reduced entries in the occupancy rates and, hence, revenue of Urban Heights Hotel. The hotel is likely suffering from sourcing issues: it may not be marketing itself effectively and cannot easily stand out amongst its rivals.
Customer Satisfaction: This, too, has a bearing on the dwindling profits since customer satisfaction is one of the critical indices that define the competitiveness and profitability of a hotel. Bad reviews on the sites or online commentary in the form of negative feedback can also contribute to a lack of occupancy by discouraging potential guests from making a booking at the hotel. This may negatively affect the customer satisfaction because of some factors such as; poor service quality; an old facility; and absence of amenities. The evaluation of the results and the identification of opportunities for change that could help increasing the customers’ satisfaction and fostering their loyalty should be considered as essential to further the development of the hotel business (Berezina et al. , 2016). 
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Operational Improvements: In this case, it is necessary to improve the operational procedures and henceforth, this can actually help in reducing the dimension of the issues affecting Urban Heights Hotel and increasing profitability. One strategic action plan involves a cost-analysis study of the hotel to determine areas that can be pulled down to a leaner option without necessarily biting the hotel’s service delivery line. This may include revisiting some facilitated contracts of supplies, managing and using energy efficiently and effectively, and possibly redesigning some of the processes in a way that does not really necessitate the need for a particular step in the process (Yadav & Mahara, 2020). According to Rauch et al. (2016), lean management entails the use of management techniques that deal with waste within organizations, and the adoption of a culture that is focused on the constant improvement of processes can assist in the removal of waste. In addition, upgrading and implementing the latest technologies like energy management systems and intelligent Guest service applications would bring efficiency and minimise the human resource costs in the most efficient manner (Melián-González & Bulchand-Gidumal, 2017).
Revenue Enhancement: Insufficient revenue has culminated into the poor performance of the company, and therefore, it is crucial to increase the revenues of the Urban Heights Hotel. There is one promising approach, namely the dynamic pricing tactics of the hotel, that involves changes in the room rates depending on the current demand, seasonality, and competitor’s rates (Vives et al., 2018). This means that, in order to enhance pricing control, the hotel should use data analytics and revenue management tools to control its prices and achieve the highest occupancy rates. Furthermore, since the hotel is overly dependent on room sales, the owner could consider expanding his portfolio of services by introducing other deals with the primary aim of targeting more customers. For instance, implementing weekend promotional campaigns, health and fitness trips, corporate incentive weekends, or holidays distinct from regular business travel could help attract new guests and realise higher overnight rates in the low seasons (Ahani et al., 2019).

Customer Experience: To redress the problem of low customer loyalty, it would be advisable to focus on the customer experience to improve the hotel's image. A systematic evaluation of customer complaints and integrated strategies to solve major customer concerns help in enhancing customer satisfaction if proper steps are not taken. This may include redesigning some ageing guest facilities, improving the quality of service, enhancing equipment and creating unique customer delivery points (Kandampully et al., 2018). Staff training and development can assist employees in improving their performance, implying the acquisition of knowledge and skills necessary to ensure high-quality customer relations and extraordinary guest experiences. Guest feedback system management and reasonable non-response to complaints also contribute to the creation of a positive image regarding hotels’ willingness to take care of their clients and their desire to maintain a loyal clientele.
Marketing and Branding: Another issue that could be considered is the need to redefine and publicize the hotel services/brands and capture a share of the market. It is thus essential for the hotel to have a clear positioning strategy that defines its distinctive brand, thus positioning the hotel in a coherent manner that presents it as unique from other hotels (Foroudi et al. , 2016). Some of the recommendations include continually enhancing the website and engaging in seos, launching campaigns on social media targeting an extended audience, and partnering with key influencers. Partnership with local tourism promoters, events, and corporate stakeholders could also boost revenue or the event’s awareness. Also, launch of customer loyalty program that enables regular customers to be rewarded as well as referred to the service provider can develop trust with the target market and continuously attract repeated business (Kandampully et al. , 2015).
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Projected Financial Statements: Before evaluating the effectiveness of the identified turnaround strategy, i.e., the forecasted financial statements, it is crucial to examine the information used as a basis for creating such statements. These projections should consider the likely effects of the planned operation improvements, revenues increase strategies and marketing (Yadav & Mahara, 2020). The income statements which are forecasted should show a progressive rise in the sales revenue and a decline on the operating expenses in the next three to five years. In the same vain, the projected balance sheets should show enhanced figures in liquidity and solvency ratios to show one’s capacity to pay its debts and regulate for debts that are in the long term such as mortgages. These projections should be designed in line with achievable objectives and expectations taking into account factors like market trends, competition, and general economic conditions.
Break-even Analysis: Calculating the break-even point is essential in this case, with the aim of ascertaining exactly when the implemental hotel will start recording profits following the execution of the turnaround strategy. This process entails determining the breakeven number, which denotes the amount of hi-revenue needed to offset the fixed and variable costs (Melián-González & Bulchand-Gidumal, 2017). With the help of the data obtained, it is possible to identify the estimated time the hotel will be able to reach break-even and, therefore, generate revenue. The evaluation of these proposals in terms of the break-even must factor in the additional costs that would be occasioned by the stated reforms as well as the potential increases in revenues. Depending on the time taken, it is possible to generalize the success of a turnaround strategy by the achievement of the break-even.
Risk Assessment: It is important also to acknowledge that turning around a business entails some risks which have to be assessed and managed. The first step involves the identification of risks which entails an analysis of the prospects of several risks that may be a hindrance to the execution of the turnaround plan (Ahani et al., 2019). This may sound like factors which are beyond anyone’s control, respond to market conditions, actions by competitors, economic conditions or in achieving key milestones. These risks should be known so that proper measures can be taken to deal with the hotel in the future and prevent future exploitation. A favoured procedure of rerisking when developing and putting into practise the turnaround strategy will assist the hotel in remaining vigilant to changes.
[bookmark: _Toc168563390]Conclusion and Recommendations 
Based on the evaluation of profitability, liquidity, operating conditions and other aspects in financial statements and through the qualitative analysis of Urban Heights Hotel ‘s current market environments and operation status, it can be understood that it has encountered many troubles in recent years. A sharp decline in its revenue, an upward trend in operating costs, and reduced profitability paint a very bleak picture of the business in the near future. However, the rectification model, which encompasses operational changes, enhancement of revenues, innovation in the customer experience and improved marketing, are some of the solutions that can be adopted for the development of the proposed turnaround strategy (Yadav & Mahara, 2020).
According to the assumed company’s financial statements, it can be asserted that in three years, Urban Heights Hotel can attain a positive and progressive development of its financials based on the given recommendations. The break-even analysis shows that the hotel has a strong potential to generate revenues in the future since the time required to achieve the break-even point is moderate, and positive outcomes of turnaround initiatives can be expected (Melián-González & Bulchand-Gidumal, 2017). However, it is vitally important not to freeze this concept in its framework but to develop an ongoing process of modification in response to the changing conditions of the market and the customers’ preferences.
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Projected Income Statement (in GBP)
	team
	Year 1
	Year 2
	Year 3

	Revenue
	£2,000,000
	£2,300,000
	£2,600,000

	Operating Expenses
	£1,800,000
	£1,900,000
	£2,000,000

	Net Income
	£200,000
	£400,000
	£600,000



Projected Balance Sheet (in GBP)
	Asset/Liability
	Year 1
	Year 2
	Year 3

	Cash and Equivalents
	£200,000
	£300,000
	£400,000

	Accounts Receivable
	£100,000
	£120,000
	£140,000

	Property and Equipment
	£4,500,000
	£4,600,000
	£4,700,000

	Total Assets
	£4,800,000
	£5,020,000
	£5,240,000

	Accounts Payable
	£250,000
	£240,000
	£230,000

	Long-term Debt
	£2,800,000
	£2,600,000
	£2,400,000

	Total Liabilities
	£3,050,000
	£2,840,000
	£2,630,000

	Equity
	£1,750,000
	£2,180,000
	£2,610,000
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