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Urban Heights Hotel's financial performance for the past three years provides a comprehensive overview of its key metrics, such as liquidity, expenses, and revenue. It shows that the hotel's revenue has declined along with rising operating expenses, causing its profitability to fall.
The liquidity of the hotel has come under increasing pressure, as its accounts receivable and cash reserves have decreased. Its financial position has also weakened, with rising liabilities and declining assets. These factors indicate that the hotel's financial leverage is increasing.
The various external factors that have affected the hotel's performance include the pandemic, inflation, and the increasing competition from other lodging options.
The hotel's decline can be attributed to various factors, such as the lack of proper customer experiences and internal inefficiencies. To improve its performance, the organization should implement various cost-management strategies, such as the renegotiation of supplier agreements, the refurbishment of its facilities, and the training of its employees.
Various financial restructuring techniques, such as equity investments and debt restructuring, can help improve the Urban Heights Hotel's financial stability. In addition, the hotel can partner with other businesses to boost its revenue potential and enhance its guest experience. These recommendations are aimed at helping the organization address its identified issues and position it for a more sustainable future.







[bookmark: _Toc167407686]Introduction 


The objective of this report is to analyse the financial performance of the Urban Heights Hotel over the last three years. It will look into various key metrics such as expenses, revenue, liquidity, and profitability. The increase in operating expenses and the decline in revenue have resulted in a significant decrease in the hotel's profitability. In the most recent fiscal year, the institution suffered a loss. Moreover, liquidity issues have been identified, which could cause difficulties in meeting its short-term obligations. The report highlights the increasing level of payables and decreasing assets, which reflect the hotel's deteriorating financial position. Furthermore, it takes into account the key ratios, including the current and debt-to-equity ratios, to gain a deeper understanding of the hotel's health. The report also identifies various external factors that have affected the hotel's financial performance, such as the pandemic and inflation. It also provides a variety of strategies that can help improve the hotel's financial situation. This report is also beneficial for Urban Heights Hotel by providing it with valuable advice on how to improve its financial standing and address its current issues.
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[bookmark: _Toc167407688]Revenue, Expenses, and Profitability

The financial data for the past three years indicates a troubling trend for Urban Heights Hotel:

· Revenue: Declined from £2,500,000 in 2021 to £1,800,000 in 2023, a 28% decrease.
· Operating Expenses: Increased from £1,800,000 in 2021 to £2,300,000 in 2023, a 28% increase.
· Net Income: Dropped from £700,000 in 2021 to a net loss of £500,000 in 2023.
The growing gap between revenue and operating expenses has resulted in diminishing profitability, turning into a significant loss in the most recent year.
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The balance sheet data reveals the following trends:

· Cash and Equivalents: Decreased from £300,000 in 2021 to £100,000 in 2023, indicating liquidity issues.
· Accounts Receivable: Declined from £150,000 in 2021 to £80,000 in 2023, suggesting problems with collection.
· Total Assets: Fell from £5,450,000 in 2021 to £4,680,000 in 2023, reflecting asset depreciation or disposals.
· Total Liabilities: Increased slightly from £3,250,000 in 2021 to £3,300,000 in 2023, mainly due to increased accounts payable.
· Equity: Dropped from £2,200,000 in 2021 to £1,380,000 in 2023, showing a weakening financial position.
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To better understand the hotel's financial health, key ratios are calculated (Weetman, 2013):

· Current Ratio: Declined from 1.8 in 2021 to 0.6 in 2023, indicating deteriorating short-term liquidity.
· Debt to Equity Ratio: Increased from 1.48 in 2021 to 2.39 in 2023, highlighting increased financial leverage and risk.
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The information presented provides a comprehensive analysis of the current state of the Urban Heights hotel's operations. The revenue decline, combined with an increase in expenses, has resulted in a significant decline in profitability over the last three years. The significant drop in net income during this period, which went from a positive position in 2021 to a loss in 2023, highlights the hotel's financial difficulties.
The various metrics presented show the challenges faced by a company in maintaining its profitability and financial viability.
The data presented in the balance sheet provide a more comprehensive view of the hotel's financial situation. The liquidity trends exhibited by the balance sheet include a decline in cash and equivalents and a decrease in accounts receivable. These factors indicate that the hotel may face difficulties in meeting its short-term obligations.
The increase in the company's total liabilities and the reduction in its total assets have raised concerns about the financial position of the hotel. The drop in equity also makes it harder for the organization to manage its financial obligations.
The various ratios that are used to evaluate the financial health of a hotel, such as its current and debt-to-equity ratios, can provide a deeper understanding of its operations. The current ratio indicates that the hotel may have difficulties meeting short-term obligations, while the rising debt-to-equity ratio highlights the elevated level of risk and leverage that it has to manage.
Although these ratios provide valuable information about the Urban Heights Hotel's financial position, it's crucial to note that these numbers do not represent the entire picture. The organization must devise effective strategies to address the identified issues, such as dwindling profitability and revenue, liquidity problems, and escalating leverage.
The various strategies that are designed to improve the financial position of a hotel may be hindered by certain factors, such as the lack of sufficient resources, contractual obligations, and unforeseen external economic conditions. To successfully navigate through the challenges faced by the hotel, proper consideration must be given to these limitations and the creation of viable solutions.
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1. The rise of inflation and the weakening economic environment have affected the hospitality industry. From December 2021 to December 2023, food prices rose by over 26.2%. In 2022, energy costs went up by 238%. In October 2022, inflation reached its highest level in 41 years. Rising costs have made it more costly to operate and travel, while customers have decreased their spending. Other factors such as the increasing prices of essential services have also caused people to reduce their leisure and travel expenditures. The hospitality industry has faced a challenging time due to the economic situation. It is dependent on discretionary spending (Access, 2024).
2. The pandemic caused a significant decline in tourism and travel. Due to the widespread restrictions and lockdowns, many leisure and business travellers cancelled their trips. This affected the hotel industry. In 2020, the worst year for tourism ever, the number of international tourists dropped 72%. This resulted in a loss of over a billion tourists, putting the number of people travelling back to its 30-year historical low. The number of international tourists increased by 5% in 2021 to reach 22 million. However, this figure is 71% lower than the peak of the pandemic in 2019. The global tourism industry started to recover in 2021 after a slump during the previous year. The recovery was mainly due to the increasing confidence of travellers, as well as the dropping entry restrictions in many locations. However, the pace at which the industry recovered was still uneven across different regions. The Americas and Europe saw a significant increase in tourist numbers in 2021. Despite this, the two regions remain 63% below their pre-pandemic levels (UN Tourism, 2023). 
3. The rise of new hotel brands and the increasing number of alternative lodging options, such as Airbnb, have created a competitive landscape for the hospitality industry. New hotels can offer customers lower prices and more modern amenities, while those on platforms such as Airbnb allow travellers to experience different types of lodging. Due to the rise of competition, many traditional hotels have had to lower their prices to attract more customers. This has put a strain on their profit margins. A study conducted by Air DNA (2024) and STR revealed that the supply of accommodations on Airbnb grew by 33% in 2021 to reach over 100,000 rooms, which is more than the combined offerings of the world's five leading hotel brands. According to a survey conducted by Oskam from Hotel School the Hague (2018), 52% of travellers prefer Airbnb over hotels due to their price. Also, 34% said they were looking for a unique experience when staying in a local area. (S. Ikom, 2023).
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1. Inefficiency is one of the main factors that have caused the decline in the hotel industry. The rising costs of utilities, maintenance, and wages have not been matched with the increase in revenue, which suggests that there are inefficiencies in the various operations of the business. In addition to poor resource allocation and outdated technology, other factors such as lack of efficient processes and staffing can also lead to higher costs and wastage. For instance, the lack of energy can result in higher expenses (BlueSky Creations, 2024). 
2. A hotel's ability to provide a good customer experience is a vital factor that can help it succeed in the industry. Unfortunately, the increasing number of negative reviews and the declining occupancy rates have caused many guests to leave their hotels. Some of the issues that can affect the perception of a hotel's quality of service include the lack of amenities and room conditions. Many of the complaints that hotel guests make are about the lack of cleanliness in their rooms, slow service, unresponsive staff members, and poor maintenance. These issues can negatively affect a hotel's reputation and deter repeat customers. To reverse this trend, the hotel should improve its staff training and guest relations (NewGen Advisory, 2023).
3. Today's digital age requires strong brand positioning and effective marketing to attract and retain customers. Unfortunately, many hotels are not taking advantage of this opportunity due to their inadequate digital marketing efforts. According to a survey, many of them are not investing in various digital marketing techniques such as SEO. The lack of effective online interactions and engaging content can negatively affect a hotel's brand recognition and bookings. In addition, a poorly defined image can make it hard for a hotel to distinguish itself from its competitors. A strong online presence and a well-designed brand positioning can help a hotel attract more customers and establish a loyal following (Newsroom, 2023).
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Identifying and setting realistic goals can help a hotel improve its performance. The Urban Heights Hotel can do so by benchmarking against similar establishments. KPIs can help the hotel identify areas where it can make improvements (Magnini et al. 2021, pp. 287). Relevant benchmarks include:

1. Revenue per Available Room (RevPAR):

· Industry Average: £75
· Urban Heights Hotel (2023): £50
2. Occupancy Rate:

· Industry Average: 70%
· Urban Heights Hotel (2023): 55%

3. Average Daily Rate (ADR):

· Industry Average: £100
· Urban Heights Hotel (2023): £85

4. Gross Operating Profit per Available Room (GOPPAR):

· Industry Average: £40
· Urban Heights Hotel (2023): £20
(The calculations in Appendix A)
By comparing these KPIs, Urban Heights Hotel can identify specific areas where it lags and prioritize actions to close these gaps. For instance, focusing on strategies to increase RevPAR and occupancy rates, such as dynamic pricing and targeted marketing, can directly boost revenue.
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•	The Urban Heights Hotel can benefit from implementing the integrated crisis management framework developed by Mitroff and Pearson (1993). This method involves identifying the various threats that can affect the establishment and developing effective response strategies. In addition to having the proper resources, such as personnel and finances, a successful response also involves training and preparing the staff. This ensures that the hotel maintains its reputation as a resilient establishment. The hotel should thoroughly assess its vulnerability and potential threats, taking into account factors such as natural calamities and pandemics. Urban Heights Hotel should also develop procedures and strategies that can be adapted to address different crisis scenarios. These could include evacuation methods and infection control measures. Finally, the hotel should allocate its resources to support emergency response efforts. This can involve establishing funds for contingencies, maintaining supplies, and working with other organisations if necessary. Regular drills and training sessions are also important to ensure that the hotel's employees are familiar with the procedures and roles during a crisis (Dahmen, 2023). 

•	ERM is a framework for analysing and managing risks. It can help Urban Heights Hotel enhance its insurance coverage. This process can be carried out through the review of policies and the enhancement of its risk management framework (Anderson, 2017).
Urban Heights Hotel must regularly review its insurance policies to ensure that it has adequate coverage for its various operations. One of the most important factors that a hotel should consider is property insurance, which provides financial protection against various risks such as theft and fire. Liability insurance also helps protect the hotel from financial liabilities stemming from accidents that have happened on its premises (Rothschild and Thistle, 2022). Business insurance can help Urban Heights Hotel recover from a natural disaster or pandemic by compensating its expenses and revenue lost due to disruptions. It can also help address the various risks that can affect the hotel, such as cyber-attacks. The hotel should also conduct regular reviews of its insurance policies to ensure that they are in line with its business needs and risk landscape. Doing so can help the hotel develop effective insurance coverage that addresses its various vulnerabilities and risks (Bąk and Jedynak, 2023).
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The financial performance of the Urban Heights Hotel over the past three years has shown signs of decline. Its revenue has gone down, expenses have increased, and its profitability has diminished. In the most recent year, the hotel lost money. The hotel's liquidity has been negatively affected by its accounts receivable and cash reserves decreasing, which could threaten its ability to meet its obligations. Its balance sheet also shows signs of a decline in equity and a weakening financial position. The rise of inflation, the pandemic, and the increasing competition from other lodging options have resulted in various challenges for the lodging industry. These factors can be attributed to various external factors such as the lack of marketing efforts and internal inefficiencies. However, certain initiatives can help improve the industry's financial performance. Urban Heights Hotel can improve its financial standing by identifying areas of its operation where it can make improvements and by taking action to address these areas.
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•	A new marketing strategy can be implemented to attract more customers and improve visibility. It involves leveraging social media channels, digital marketing, and partnerships with travel agencies (Web Certain TV, 2019)
•	Package deals can be created for niche markets, such as tourists, business travellers, and wedding guests looking for unique urban experiences (Site Minder, 2024).
•	A good loyalty program can help retain customers and encourage them to return (Kihlstrom, 2018). 
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•	Bargaining with suppliers can be a process that involves revising agreements to secure better rates (Lilithson, 2023).
•	Auditing an organisation's operating expenses is vital to identifying and eliminating waste. It can also help to implement technology to decrease costs.
•	By investing in energy-efficient equipment, can lower utility bills (Chibuike, 2023).
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•	Enhance staff training initiatives to improve the quality of service and the satisfaction of consumers.
•	A robust feedback system must be in place to collect and act on suggestions to enhance services.
•	The renovation of facilities, such as meeting rooms and common areas, is an investment in meeting the guest's expectations and modern standards (Cleveland, 2018).

[bookmark: _Toc167407703]Financial Restructuring

The Urban Heights Hotel can significantly improve its financial standing by restructuring its debts. Doing so involves working with its creditors to alter the terms of its loans, which can make them more manageable. Extending repayment terms can help alleviate the monthly debt burden and provide immediate cash flow relief. Reducing the interest rates on your loans can lower your borrowing costs and free up resources for other expenses. In certain cases, debt reduction or partial debt forgiveness can help alleviate financial pressure. These steps can help the Urban Heights Hotel maintain its financial stability and allow it to make investments in its growth. An increase in equity investments is also needed to boost the fund's performance and the balance sheet's strength. To attract more investors, the Urban Heights Hotel is looking for people who are willing to provide the necessary capital to improve its operations and expand its capacity. This can also help cover its debts. By issuing new shares to the public or existing shareholders, the company can raise capital. Although this method can dilute the company's existing shareholders, it can provide the organization with an influx of funds. Joint Ventures and Partnerships are beneficial for both parties. They can provide the Urban Heights Hotel with capital while also benefiting the other businesses. The hotel can enhance its financial standing, obtain the resources it requires, and improve its creditworthiness by implementing these measures. One of the most effective ways to improve the financial standing of a company is by converting underutilized properties into revenue-generating units. The hotel can generate regular rental income by leasing underutilized areas to different businesses, such as restaurants, retail establishments, and office spaces. The Urban Heights Hotel can reduce its maintenance expenses and improve its liquidity by selling non-core assets. The transformation of underutilized spaces into new services and amenities that can draw in more guests can generate additional revenue. These include meeting rooms, co-working spaces, and wellness centres (Del Bosque, 2020). 
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The Urban Heights Hotel can increase its revenue and attract more guests by partnering with other businesses. This can create promotions and exclusive deals. In addition, it can work with corporate entities to secure bulk bookings for conferences and business events. By partnering with online booking platforms and travel agencies, a hotel can gain a wider audience and improve visibility. These collaborations can result in new revenue opportunities and enhance the guest experience (Sloman and Jones, 2020, p.103). 
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1. Revenue per Available Room (RevPAR)
Formula: RevPAR=Total Room RevenueTotal Available RoomsRevPAR=Total Available RoomsTotal Room Revenue​
However, RevPAR is often calculated using the ADR and Occupancy Rate: RevPAR=ADR × Occupancy Rate RevPAR=ADR × Occupancy Rate
Example Calculations:
· Industry Average: RevPAR=£100×0.70=£70RevPAR=£100×0.70=£70
· Urban Heights Hotel (2023): RevPAR=£85×0.55=£46.75RevPAR=£85×0.55=£46.75
The values given in the example are slightly simplified for illustration.
2. Occupancy Rate
Formula: Occupancy Rate=Number of Occupied RoomsTotal Available Rooms×100Occupancy Rate=Total Available RoomsNumber of Occupied Rooms​×100
Example Values:
· Industry Average: Occupancy Rate=70%Occupancy Rate=70%
· Urban Heights Hotel (2023): Occupancy Rate=55%Occupancy Rate=55%
3. Average Daily Rate (ADR)
Formula: ADR=Total Room RevenueNumber of Occupied RoomsADR=Number of Occupied RoomsTotal Room Revenue​
Example Values:
· Industry Average: ADR=£100ADR=£100
· Urban Heights Hotel (2023): ADR=£85ADR=£85
4. Gross Operating Profit per Available Room (GOPPAR)
Formula: GOPPAR=Gross Operating ProfitTotal Available RoomsGOPPAR=Total Available RoomsGross Operating Profit​
Example Calculations:
· Industry Average: GOPPAR=£40GOPPAR=£40
· Urban Heights Hotel (2023): GOPPAR=£20GOPPAR=£20


Assumptions for Calculations:
· Total Available Rooms: 100 (hypothetical value for calculation purposes)
· Total Days in the Year: 365
· Total Revenue: £1,800,000 (2023)
Example: RevPAR for Urban Heights Hotel (2023)
1. Total Available Room Nights: Total Available Room Nights=Total Available Rooms×Total Days in the YearTotal Available Room Nights=Total Available Rooms×Total Days in the Year Total Available Room Nights=100×365=36,500Total Available Room Nights=100×365=36,500
2. Total Room Revenue: £1,800,000 (from the provided data)
3. RevPAR Calculation: RevPAR=Total Room RevenueTotal Available Room NightsRevPAR=Total Available Room NightsTotal Room Revenue​ RevPAR=£1,800,00036,500RevPAR=36,500£1,800,000​ RevPAR=£49.32RevPAR=£49.32
Example: Occupancy Rate for Urban Heights Hotel (2023)
1. Total Occupied Room Nights: Total Occupied Room Nights=Total Available Room Nights×Occupancy RateTotal Occupied Room Nights=Total Available Room Nights×Occupancy Rate Total Occupied Room Nights=36,500×0.55Total Occupied Room Nights=36,500×0.55 Total Occupied Room Nights=20,075Total Occupied Room Nights=20,075
2. Occupancy Rate Calculation: Occupancy Rate=Total Occupied Room NightsTotal Available Room Nights×100Occupancy Rate=Total Available Room NightsTotal Occupied Room Nights​×100 Occupancy Rate=20,07536,500×100Occupancy Rate=36,50020,075​×100 Occupancy Rate=55%Occupancy Rate=55%
Example: ADR for Urban Heights Hotel (2023)
1. Total Room Revenue: £1,800,000 (from the provided data)
2. Total Occupied Room Nights: 20,075 (calculated above)
3. ADR Calculation: ADR=Total Room RevenueTotal Occupied Room NightsADR=Total Occupied Room NightsTotal Room Revenue​ ADR=£1,800,00020,075ADR=20,075£1,800,000​ ADR=£89.64ADR=£89.64
Example: GOPPAR for Urban Heights Hotel (2023)
1. Gross Operating Profit (GOP): Net income + Operating Expenses (assuming Net Income is adjusted for non-operating items) GOP=−£500,000+£2,300,000GOP=−£500,000+£2,300,000 GOP=£1,800,000GOP=£1,800,000
2. Total Available Room Nights: 36,500
3. GOPPAR Calculation: GOPPAR=GOPTotal Available Room NightsGOPPAR=Total Available Room NightsGOP​ GOPPAR=£1,800,00036,500GOPPAR=36,500£1,800,000​ GOPPAR=£49.32GOPPAR=£49.32
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