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[bookmark: _Toc167453768]Executive Summary
This report encompasses a comprehensive evaluation of Urban Heights Hotel for financial period 2021-2023; highlights important financial issues regarding the performance of the business; as well as a precise, viable, and innovative turn-round strategy. For the past three years of the implementation of this proposal, the hotel has been able to make the revenue which reduced 28%. At the same time, the operating expenses have gone up, and, as a result, the business with t loss £500, 000 in 2023 from £700,000 in 2021.
Some of the areas of emergence of concern include decline in the profit margin which implies that the organisation is earning less profits as compared to the costs involved in the process of its operations; operational costs – these are costs found to be on the rise; and last but not the least is the aspect of liquidity which has being found to be on the decline implying that the ability of the organisation to meet its obligations on a timely basis has been challenged. Concerning this the report provided a four facilitative tactical strategy to turn around, which involved costs control, revenue mobilization, operational efficiency improvement, and financial reinvention. Some of these strategies include; improving health care operational efficacy, implementing of variant pricing methods and service differentiation, improving technology and restructuring of debts.
These cakes of strategies are expected to lead to improved revenues, enhanced profitability, improved operational efficiencies, increasing revenue base, and thus putting the hotel on a sounder financial footing. The major objective in the analysis is to rebrand GH Urban Heights Hotel so as to become responsive to the hotel industry and guarantee profitability in its operation.


[bookmark: _Toc167453771]Introduction
Urban Heights Hotel located in the downtown area of Metropolitan City gives an excellent look of the business city and is suitable for business travelers as well as for tourists. It comprises of 250 guest rooms and suites, multiple conference halls, a fully equipped fitness centre, outdoor pool on the rooftop, and two restaurants to suit taste buds.
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Source: (Trip Advisor)
This hotel was established in 2015 and from that time, it has cultivated a good reputation in the provision of services and it has been clients’ preferred hotel for corporate events as well as leisure trips. Nevertheless, like many other establishments in the sphere of hospitality and tourism, the hotel has experienced major difficulties during the last three years as a result of the economic, market, and social changes, as well as growing competition.
Therefore, the main purpose of this report is to assess the performance of Urban Height Hotel for the last three years in terms of financial analysis. In this analysis, attention will be paid to critical financial ratios, revealing the problematic factors that have affected the profitability and liquidity, as well as the root causes of such changes. Consequently, the report will provide the comprehensive set of recommendations that will focus on the restoration of the hotel’s financial performance and the improvement of its strategic situation in the market. This strategy will involve cost cutting measures, increasing overall revenues, and making efficiency changes to support future revenue and profit growth.
[bookmark: _Toc167453772]Scope and Objective
This work focuses on achieving the following goals: analyzing the trends and patterns by analyzing the revenue, expense and profit of the Urban Heights Hotel over three years. Evaluating the problem conducting analysis to determine issues that may have affected the profitability of the hotel through internal organizational processes and external factors (Wu et al. 2023; Abbas et al. 2019). Formulating turnaround objectives by suggesting remedial measures to improve the financial situation and increasing the brand image of the hotel in the saturated industry.
[bookmark: _Toc167453773]Financial Performance Analysis
The evaluation of Urban Height Hotel financial performance for the last fiscal year and over the past three years shows various trends and patterns with regard to the Hotel’s total revenues, total expenses, net profits, liquidity and solvency (Kim, 2018; Pelaez-Verdet and Loscertales-Sanchez, 2021; Santos et al. 2022). These fundamentals when backed by an analysis of the micro and macro-economic forces affecting the industry and other events that affect the hotel chain’s financial position can give a detailed picture of the factors contributing to the inefficient financial position.
In 2021 the organisation experienced a down turn in its revenue; in 2022 the revenue continued to decline up to 2023; this is a 28% decline from the year 2021 to 2022. This decline could have been due to lack of movement for pleasure related to travel and tourism as a result of steady continuing world recession or a certain part of the world that affects movement (for health reasons and economical reasons as an example).
[bookmark: _Toc167453763]Figure 1 Revenue Trends
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Profitability decline has deepened greatly from the possible healthy figure that was recorded in 2021 to a Comprehensive Loss in 2023. Using the following formula to determine the company net income: net income = revenues – operating expenses, one can conclude that the fall in the company’s net income can be attributed to the fall in revenues and the growth of operating expenses from £1,800,000 in 2021 to £2,300,000 in 2023.
[bookmark: _Toc167453764]
Figure 2 Profitability Analysis
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Quick Ratio reflects the current ratio trends and revealed that ratio has a poor tendency in terms of declining liquid asset compared to current liabilities (Purnomo, 2018; Dar and Dar, 2017; Hossain and Alam, 2019). The current ratio explained the group’s ability to pay its short-term obligations while the quick ratio showed a deteriorated position due to the pressure on the hotel to source cash to meet its short-term obligations in the near future. Leverage ratio has increased as evidenced by the debt to equity ratio which shows that the hotel is increasingly being funded by debt which serves to increase the overall risk of the organisation and could be concerning to creditors and investors.
[bookmark: _Toc167453765]Figure 3 Liquidity and Solvency Analysis
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[bookmark: _Toc167453774]Key Reasons Behind the Decline in Profitability
These are economic factors, including recession, increased competition and change in customer’s behavior in the external environment. The need to cut costs (for instance in terms of adopting standard instead of luxury facilities, or referrals to completely different, non-hotel housing arrangements such as Airbnb) might have impacted the revenue (Lilley, 2020).

Financial analysis is important to indicate the need for strategic solutions addressing the decreased revenue, controlling the costs, and optimizing the operating expenses, as well as ensuring the financial stability of the hotel (Richard, 2017; Ren et al. 2021). Some measure might include cost reduction, the emergence of new products or services to break into new market segments, restructuring of debt or finding new customers to negotiate with among others. Also the marketing function can be utilized to revamp the look and feel of the hotel and also fit in new market trends in order to be in a position to recover from the current economic adversity.
[bookmark: _Toc167453775][bookmark: _Hlk167563884]Turnaround Strategy
This turnaround strategy aims at rehabilitating the financial health of Urban Heights Hotel and also elevating it to a competitive advantage in the field of hospitality. This comprehensive strategy will focus on four main areas: The mentioned strategies can be identified as Cost Management, Revenue Enhancement, Operational Improvements and Financial Restructuring.



[bookmark: _Toc167453776]Revenue Enhancement
Enhancing revenue streams requires both improving existing services and exploring new avenues:











[bookmark: _Toc167453777]Cost Management
To reduce operational costs without compromising the quality of service, the following methods are proposed:

[bookmark: _Toc167453778]Operational Improvements

[bookmark: _Toc167453779]Financial Restructuring


This strategy should ideally have a dedicated management team in place as well as probably working with consultants where this team would be solely responsible for overseeing the process and seeing to it that its laid down objectives are achieved in the right timeline and with the right efficiency. One of the customs of the strategy should include regular reviews and changes, taking into account trends in the market and the company’s results.
[bookmark: _Toc167453780]Implementation Plan
A plan on how this change management process is executed specifically for Urban Heights Hotel is presented below. In the short-term, activities are identified alongside their timeframe for completion, who will be responsible for completing them.

[bookmark: _Toc167453739]Table 1 Short-term Actions (Within 1 Year)
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[bookmark: _Toc167453740]Table 2 Medium-term Initiatives (1-3 Years)
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[bookmark: _Toc167453781]Monitoring and Evaluation
In order to check the actualization of the identified turnaround strategy of Urban Heights Hotel there is the need to develop an acceptable monitoring and evaluation framework. Such mechanisms include, periodic evaluation, monthly monitoring, a weekly check, and an annual assessment; all of which are aimed at measuring and assessing the effectiveness of the formulated strategy and making the needed changes.

These measures will guarantee that the hotel not only will execute the strategic actions but will do so in a way that is sustainable and adaptable to change, which is fundamental to the evolution of any successful business in the hospitality industry.

[bookmark: _Toc167453782]Conclusion
The evaluation of Urban Heights Hotel’s operational and financial records for the last three years shows that it needs to be issued an overall strategic makeover. Falling revenue, coupled with the growth of operating costs and a worsening in the hotel’s liquidity situation necessitates targeted changes in several areas of this aspect of hospitality management.
The subsequent revival plan aiming at cost control, revenue generation, operations efficiency, flexibility and financial reform is intended for the outlined problems in the financial review. One, the hotel should be able to cut down on its operational expenses without necessarily affecting the quality of services that it offers to its clients, and thereby, make better profits. At the same time, the implementation of dynamic pricing strategies and expansion of services rendered will help increase revenues and improve guests’ experience. Technology upgrades and staff training will enhance on business activities hence enhancing productivity for the hotel while financial restructuring will enhance solveny in the hotel with less reliance on debts.
These strategies’ effective implementation is expected to result in a positive alteration of this hotel’s revenues, profitability, and market competitiveness. The anticipated short term management targets are to stabilize and then gradually grow the overall revenues, achieve the operation and net profit targets, enhance the cash returns, and upgrade the equity base. These changes will not only guarantee the hotel financial viability, but also increase its overall strategic position within a rather volatile market context. By carefully planning and assessing these factors, Urban Heights Hotel can maximise the effectiveness of these strategies and align them with the current market dynamics that will enable the organisation to achieve sustainable development in the long run.
Real-time assessment of the operational environment of Urban Heights Hotel and integrating the real-world situations and models In the solution to the problem, real-world situations and models are well incorporated, and we apply financial models to explain the economic status of the hotel. In this context, the most popular is the calculation of liquid ratios, including current ratio and quick ratio, because they encompass short-term solvency and give a snapshot view of financial condition which is important at the operational level. Besides, the profitability ratios include the gross profit margin and operating profit margin that offer information concerning indebtedness by comparing profits made by the hotel with its levels of indebtedness or debts. Depending on which industry benchmarks these financial ratios are compared to, it helps to understand the competitive standing of the hotel business; discovering what can be exploited and what should be avoided more attentively.
In the same regard, additional emphasis is placed on newer trends and any socio-economic factors that are relevant to the proposed strategies. For instance, Urban Heights Hotel’s dynamic pricing strategy is a digital innovation in the pricing strategy that involves the use of data analysis in setting accommodation prices by factoring the availability, prices set by competitors, and the general state of the market. This method not only allows generating the greatest possible revenue during high-demand months but also attracts people to book a room at certain times at the cheapest price. Further, acknowledging current and potential shifts in the market, such as the desire for a seamless digital connection and individual diversified experiences, it has incorporated online check-ins and catering to guests’ requirements, leading to improvement in both guests’ satisfaction and organisational performance. All these different cases are illustrative of how theoretical knowledge applies in the real business context of a hotel, indicating how it caters to market needs and feedback and how it deals with global economic forces in the environment of the hospitality industry. 
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Higher levels of operating expenses without balancing revenues signal inefficiencies (Hu et al. 2018; Vismara, 2018). These might originate from higher operating expenses, rise in wages, increased expenditure in safety and health measures that may have not impacted the occupancy level positively yet.


There are two clear disadvantages of the increasing role of debt financing which is the higher financial costs and lower net income resulting from the higher interest expense (Cole and Sokolyk, 2018; Shi et al. 2022). This scenario is quite tasking, especially when the revenue is dwindling.


Anything that hampers movement, including epidemics, political unrest, or natural disasters, sharply affects hotels heavily reliant on mouth and business-related tourism (Zaman et al. 2020; Kekola, 2022).


Use RM software that makes changes on rates of rooms on-line and on-demand, changes on your competitors, and changes in events in different places to ensure booking garnered the highest amount of revenue possible. For purposes of increasing revenue, the following strategies will be employed; Introduction of revenue management that includes setting of a dynamic price using RM software. The initial expense that is used in implementing this software is £10,000. From the same outlooks, this model should be able to raise an average room rate by 10% in the busy seasons, which when assumed will generate £200, 000 extra annual revenues.


Some of the strategies that could be adopted are; Come up with new services that can be offered like body treatments, special dinner with theme, and promotions that can involve other activities in the area. These services do contribute directly to the revenue as well as the satisfaction of the guests. Expansion of the existing portfolio through new services like, Themed Dinners, Spa Treatment moreover, there will be an initial implementation expense of £30,000 for support and campaigning expenses. It is expected that these new services will contribute £100,000 to the total annual revenue in addition to this figure.


One must redesign its website and ensure that it is responsive for SEO to enhance visitors’ accessibility. Use internet advertising in the current guest population as well as through internet marketing channels including e-mail advertising, PPC links, and social networking to get the new guests in addition to the repeat visitors.


For instance, apply the lean management techniques that ensure an ideal staff combination and utility consumptions while satisfying the customers (Ramphal and Nicolaides, 2018; Ramphal, 2017). For instance, managing working hours in accordance with updated occupancy levels and seasonality can help bring down a major expenses’ lever. Effective operation, the lean management on the procedure will be adopted incurs £ 15,000 for the training and optimization processes. This should help to realise annual savings of fifty thousand pounds in terms of staffing levels and utility usage.


CUT costs of goods and services purchased by adjusting suppliers’ prices by attempting to get new and better bargain terms or by moving to a new supplier without stomach churning quality lapse. This would include the food and drinks suppliers, the laundry services and many other small details. The contracts with suppliers will have to be re-discussed and adjusted in this step at a cost of £5,000. This is hoped to be accomplished in order to cut cost and purchase stock from suppliers at a cheaper price of £30,000 per year.


Purchase low-energy lighting, energy control devices, and energy-efficient air conditioning and heating installations to attenuate energy consumption costs in the longer run. An initial investment of £20,000 will be needed in order to instal energy-efficient luxuries such as lights and air conditioning systems. These changes are expected to cut energy expenses for each store by £10, 000 per year.


Upgrade to current Property Management Systems (PMS) that keep operations efficient from reservation to check-out. Mobile check-in and check-out must be incorporated to increase guests’ comfort (Daas, 2023). Investment in a new upgraded Property Management System (PMS), and developing mobile check-in/ check-out services will be at £50,000. These developments are believed to enhance effectiveness and reduce human resource expenses by about £25,000 per over one’s operations.


Proactive training sessions for staff focusing on effective communication, selling techniques, and familiarization with new products to guarantee high level service and satisfied guests. The cost will remain constant for all skill maintenance activities, reaching £10,000 per year. It will be believed that these programs will enhance the factors of satisfaction of the guests so as to raise the annual revenue figure by £20,000 through of repeated business.


Implement sound feedback mechanisms where the guests are able to give their feedback easily. This data should be used to make continual improvements and to be able to make speedy responses to any guests complaints.


The key activities should involve lobbying the commercial banks in the country to review the various debts in place, for instance, elongating the maturity period on some loans, lowering the interest rates on some of the loans, or granting a moratorium on payments during lean seasons. To help in the process of cost cutting, there will be debt restructuring whereby the company will employ the service of a financial consultant at a cost of £5, 000. As a result of this measure, it is expected to cut yearly interest expenses by £25,000 due to the reform of the loan agreement terms.


Suggest the possible external financing sources to be applied as the sources of funding are not only expensive but also inefficient in most cases, and consider the following: An invitation of strategic investors or partners who would provide funds for the needed capital investment in return for an equity in the business. There are two methods of external financing; equity offerings which cost £ 10, 000. This is due to expected capitalisation of £200,000 from strategic investors as part of this plan.


Realize all costs and expenditures in relation to their current benefits to know where to invest more and how to direct them towards recovery. These specific details of costing and revenue recognition give a correct depiction of all the probable costs and returns linked with the turnaround approach to assist in the revival of financial health of the organization, Urban Heights Hotel.


Monitoring will be continuous hence will be important especially throughout the implementation process. Quantitative goals for each strategic area will be set and identified as key performance indicators (KPIs) that will include revenue generation, costs, guest satisfaction, and operations to name a few. These will be constantly monitored to ensure that every activity taken is in relevance to the strategic directions and objectives of the hotel.


Periodic Quarterly Reviews will be made with all actors involved in the formulation and implementation of the strategy. These will be crucial sessions used to review the status of its application across various departments, address new emerging issues and; proffer ideas and recommendations. This will mean frequent meetings that will retain harmonized strategies and will enable a perfect coordination of the strategies whenever alterations may be necessary.


Lastly, an annual audit will be conducted to assess the efficiency and effectiveness of the established turnaround strategy. The evaluation within this review will include an examination of the financial and operating data of the year, in relation to key goals, and the effectiveness of strategies implemented. They will be very useful in proffering recommendations that will affect the changes for the following years in order to make the hotel to bounce back to its rightful position.
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Profitability  Analysis  

Years  Revenue  Net Income  Profit Margin  

2021    £     2,500,000     £              700,000   28%  

2022    £     2,200,000     £              200,000   9%  

2023    £     1,800,000   - £             500,000   - 28%  
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Years

Current 

Assets

Current 

Liabilities

Cash and 

Equivalents

Account 

Recieveabl

es

Total Debt Total Equity

Current 

Ratio

Quick 

Ratio

Debt to 

Equity

2021

 £    450,000  £   250,000   £      300,000  £   150,000   £  3,000,000  £ 2,200,000  1.8 1.8 1.36

2022

 £    300,000  £   270,000   £      200,000  £   100,000   £  3,000,000  £ 1,830,000  1.1 1.1 1.64

2023

 £    180,000  £   300,000   £      100,000  £     80,000   £  3,000,000  £ 1,380,000  0.6 0.6 2.17

Liquidity and Solvency Analysis
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Cost Management 

Implementation

Dynamic Pricing Model 

Setup

Digital Marketing Campaign 

Launch

Staff Training Programs Energy Efficiency Upgrades

Action

Audit the current contracts with 

different vendors and the various 

utilities used by the company.

The revenue management 

tool should be obtained and 

integrated into the company.

Revise the hotel’s online presence 

and start deploying specific 

advertising campaigns online.

It’s about time Personnel hold training 

seminars on customer service and the 

operation of the restaurant at least once a 

week.

The most effective 

conservative option available 

here is to install energy-

efficient lightings and HVAC 

systems.

Responsi

bility

It will be under the supervision of 

the Finance Manager, and input for 

the procurement shall be from the 

Procurement Team.

It is done under the 

supervision of the IT 

Manager in consultation with 

the Sales Director.

Marketing Manager assisted with 

the help of external consultants 

being digital marketers.

Top management, spe­cially the HR 

manager, with department heads also 

practicing training within their 

subordinates.

Facilities Manager.

Timeline Q1 Q1 and Q2

The first six months of the venture 

are the most critical in determining 

success or failure.

Begins in the second quarter and 

continues indefinitely.

In the first year, 

PERFORMANCE showcases 

entrepreneurial success while 

exploring new methods in art 

to remain consistent and 

effective.
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Expansion of Service

Offerings

Debt Restructuring

Technology Integration for

Guest Services

Strategic Partnerships and

Investments

Continuous 

Improvement Program

Action

Introduce new services for

improvingthecompany’soffer

that will include additional

services such as spas

treatments and exotic dining

solutions.

Negotiate with lenders to 

restructure existing debt.

Full integration of a new

Property Management System

andlaunchofamobileappfor

guest services.

Seekandsecurestrategicpartners

or investors to inject capital.

Establish a continuous

improvement team to

monitor feedback and

adapt services

accordingly.

Responsi

bility

ItliesdividingtheOperations

Manager and the Food &

Beverage Manager.

CFO,withtheassistance

of a financial consultant.

IT Manager, in collaboration

with the Front Office

Manager.

CEO and BODs.

Quality Assurance

Manager

Timeline

Year 1-2 Year 1-2 Year 2 Year 2-3

Starting in Year 2,

ongoing
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Years Revenue YoY

2021

 £     2,500,000   - 

2022

 £     2,200,000  -12%

2023

 £     1,800,000  -18%

Revenue Trends


