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Executive Summary
The study intends to conduct a full-scale analysis of Urban Heights Hotel’s current financial and operational health. It demonstrates current problems faced by the hotel and devised feasible strategies to prevent decline in revenue while ensuring long term sustainability in the competitive industry. The study evaluates trends and patterns of financial performance of the hotel by using information from financial statements of the hotel. It assesses the key reasons behind declining in profitability by considering potential factors. Comprehensive strategies have been suggested to revive the hotel’s financial stability and reputation. 
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[bookmark: _Toc168186849]1 Introduction
Urban Heights Hotel is one of many hotels situated in a vibrant urban environment, which also houses a restaurant, and bar, and provides guest and event facilities. Throughout various periods, the establishment benefited extensively from travellers and local patrons who would visit and spend their time or hold their events within the hotel. Despite its gains, the hotel has experienced several risks in the past few years, with revenue decreasing, occupation levels reducing, and the number of satisfied customers dwindling. 
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Profit and Loss Account 
	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
	Asset/Liability 
	 2021 
	2022 
	2023

	Cash and Equivalents
	£300,000
	£200,000
	£100,000

	Accounts Receivable
	£150,000
	£100,000
	£80,000

	Property and Equipment
	£5,000,000
	£4,800,000
	£4,500,000

	Total Assets
	£5,450,000
	£5,100,000
	£4,680,000

	Accounts Payable
	£250,000
	£270,000
	£300,000

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

	Total Liabilities
	£3,250,000
	£3,270,000
	£3,300,000

	Equity
	£2,200,000
	£1,830,000
	£1,380,000


[bookmark: _Toc168186851]2.1. Evaluate the trends and patterns in Urban Heights Hotel’s financial performance over the past three years
Revenue Trends
Over the last three years, Urban Heights Hotel experienced an annual decrease in revenue. In detail, it dropped from £2,500,000 in 2021 to £2,200,000 in 2022 and declined to £1,800,000 in 2023. Therefore, the change between 2021 and 2022 can be quantified as 12%, and the difference between 2023 and 2022 reaches 18.2%. 
Operating Expenses
Over the same period, operating expenses have trended upward in contrast to revenue declines. Operating costs amounted to £1,800,000 in 2021, £2,000,000 in 2022, and £2,300,000 in 2023. This is a rise of 11.1% from 2021 to 2022 and then another 15% from 2022 to 2023. 
Profitability Analysis
Urban Heights Hotel’s profitability has substantially decreased over the years. In particular, in 2021, the hotel earned a net income of £700,000. Meanwhile, in 2022, this value dropped by 71.4% to reach £200,000 and further decreased to -£500,000 in 2023. The net income margin has changed from 28% in 2021 to 9.1% in 2022 and a negative value in 2023; the situation became even worse in comparison to the previous year.
Liquidity Position
The balance sheet shows cash and cash equivalents falling from £300,000 in 2021 to £200,000 in 2022 and £100,000 in 2023. Accounts receivable dropped from £150,000 in 2021 to £100,000 in 2022 and £80,000 in 2023. For corporate continuity, liquidity must meet operating needs (Atrill and McLaney, 2021).
Solvency Analysis
In spite of the fact that it has demonstrated a relatively stable position, the solvency position of the Urban Heights Hotel, which indicates its capacity to fulfil long-term obligations, needs to be closely monitored. The total liabilities range from £3,250,000 in 2021 to £3,270,000 in 2022 and then to £3,300,000 in 2023. This represents a slight increase from the previous year. The debt-to-equity ratio has consequently deteriorated, which is indicative of a higher level of financial leverage and an escalated level of risk (Drury, 2021). 
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Current Ratio = Current Assets/Current Liabilities
2021: Current Ratio= 450000/250000 = 1.8
2022: Current Ratio = 300000/270000 = 1.11
2023: Current Ratio = 180000/300000 = 0.6 
Quick Ratio = Current Assets – Inventory/Current Liabilities
2021: Quick Ratio = 450000/250000 = 1.8 (*value of inventory has not provided)
2022: Quick Ratio = 300000/270000 = 1.11
2023: Quick Ratio = 180000/300000 = 0.6 
Debt to Equity Ratio = Total Liabilities/ Shareholders Equity
2021: Debt to Equity Ratio = 3250000/2200000 = 1.47
2022: Debt to Equity Ratio = 3270000/1830000 = 1.78
2023: Debt to Equity Ratio = 3300000/1380000 = 2.39
Return on Assets = Net income/Average Total Assets
2021: Return on Assets = 700000/5450000 = 0.12
2022: Return on Assets = 200000/5275000 = 0.03
2023: Return on Assets = (-500000)/4890000 = (-0.10)
Return on Equity= Net income / Average shareholder’s equity
2021: Return on Equity = 700000/ 2,200,000 = 0.31
2022: Return on Equity = 200000/2015000 = 0.09
2023: Return on Equity = (500000)/1605000 = (0.31)
Analysis of the Ratios
The firm’s capacity to meet short- and long-term debt is shown by the Current Ratio and Quick Ratio, which fell from 1.8 in 2021 to 0.6 in 2023. The hotel may have problems paying short-term borrowing due to financial issues. Poor cash management increases borrowing or decreases current assets. The debt-to-equity ratio climbed from 1.47 in 2021 to 2.39 in 2023. More hotel borrowing is risky. Higher lending rates may impact profits. It could also mean the hotel is borrowing to grow and earn more. Return on Assets fell from 0.12 in 2021 to -0.10 in 2023, decreasing hotel profitability. Net income drop or inefficient asset use may cause it. A negative return on assets shows the hotel losing money in 2023. Return on Equity dropped from 0.31 in 2021 to -0.31 in 2023. Hotel profits fall short of equity. A negative return on equity (ROE) for the hotel in 2023 indicates that it is not making money for its investors, which may erode investor trust and cause the share price of the firm to decline.
Comprehensive Analysis
Hotel profitability suffers from low income and high operating expenditures. From a 700,000-pound net income in 2021 to a half-million-pound deficit in 2023, operational inefficiencies and revenue issues are evident. Therefore, the hotel should raise revenue to attract tourists. Second, marketing would expand offerings and improve consumer happiness (Purnomo, 2023). The hotel needs an asset base plan to increase property value and reduce liabilities through financial management to improve solvency (Seal, 2019). Equity rises with production and pleasure.
[bookmark: _Toc168186853]2.3. Identification of the key reasons behind the decline in profitability, taking into consideration, real-world events and the current economy
1. Impact of the COVID-19 Pandemic
Globally, the hospitality industry was seriously impacted by the COVID-19 pandemic. Because of limitations on travel, multiple lockdowns, and social distancing mandates, the occupancy rates of the Urban Heights Hotel have significantly decreased just like any other hotels (Walker, 2021). Remaining concerns about infection and evolving travel practices affected hotel reservations even after these restrictions were loosened (Davahli et al., 2020). 
2. Inflation and Economic Recession
Like numerous other nations, the United Kingdom has been facing economic difficulties, such as a recession and increasing rates of inflation (Baum et al., 2023). Increasing operating expenses for hotels have resulted from the increasing price of products and services, especially energy prices, which is adding to pressure on their profitability (Baum et al., 2023).
3. The Effects of Brexit and Labour Shortages
The hospitality industry in the UK has been significantly impacted by Brexit. Labour shortages have resulted from the suspension of free movement between the UK and the EU, especially in professions like housekeeping, front-desk workers, and kitchen workers that have historically been occupied by EU nationals (Ndhlovu and Dube, 2023). 
4. Modifications to Consumer Conduct
Consumer preferences for more private and flexible alternative lodging options, like Airbnb and holiday homes, have grown as a result of the pandemic’s acceleration of these shifts (Jimenez, 2024). 
5. Rivalry and Oversupply
In the UK, there is fierce competition in the hotel industry, particularly in urban areas. The Urban Heights Hotel is up against fierce competition from both well-known hotel chains and recent additions that provide contemporary amenities at affordable prices (Kumodji, 2024). Furthermore, aggressive pricing tactics that reduce profit margins can result from overtourism. 
6. Innovation in Technology and Digital Upheaval
The hotel industry has changed because of the emergence of digital booking and guest management systems (Wynn and Lam, 2023). Furthermore, since more and more people rely on online feedback, any shortcomings in service quality can have an instant negative effect on reputation and reservations (Manoharan et al., 2023).
7. Sustainability and Environmental Issues
Travellers are becoming more conscious of and concerned about preserving the environment. Hotels who fail to implement green procedures face the risk of losing business to more environmentally conscious rivals and damaging their brand (Martínez-Martínez et al., 2023). 
8. The Uncertainty of Geopolitics
Rising operational costs and falling profit margins may kill the hotel (Handszuh, 2023). Recent and Quick Ratios may impact hotel revenue. Competition or a tourism slowdown may have lowered occupancy. Tourism and hotel occupancy have declined due to COVID-19, hurting the worldwide hospitality business. The debt-to-equity ratio demonstrates rising hotel prices. As costs rise, the Law of Demand predicts hotel stays fall. The hotel may boost rates to counter rising costs, reducing demand and revenue. According to Production Theory, companies should cut costs. If costs grow, the hotel may cut waste and boost efficiency. Electricity-saving equipment and staff training boost output and cut labour costs.
[bookmark: _Toc168186854]2.4. Developing a comprehensive turnaround strategy to revitalize the hotel’s financial health and restore its reputation, or the most viable financial outcome for the owner
I. Repositioning and targeting the market
The Urban Heights Hotel should be repositioned as a cutting-edge, environmentally conscious, and technologically advanced resort. They must highlight distinctive characteristics such as eco-friendly practices, locally and organically sourced raw materials, and outstanding client service (Lee et al., 2023).  The authority must pay attention to corporate people, staycation, and domestic travellers. Provide specialized solutions for remote employees, households, and couples.
II. Effectiveness of Operations
They must evaluate operational costs to satisfy clients. To save money, hotel management should negotiate higher utility rates and use energy-efficient equipment (Ghani et al., 2022). Owners must use flexible, temporary contracts and cross-train workers during low occupancy to maximise staffing (Bhandari and Sin, 2023).
III. Management of Revenue
It will be beneficial to adapt pricing according to popularity, fluctuations in demand, and competitor analysis by putting in place complex and advanced revenue management systems (Piga et al., 2022). They must integrate different facilities under one roof or partner with affiliated businesses to provide special offers and experiences (Tanveer et al., 2024).
IV. Digital Shift
To stay relevant, it is necessary for the hotel to make an investment in a dedicated and well-designed website that is easy to navigate and has a direct booking engine. They must prioritize using PPC and SEO strategies to increase traffic and lessen reliance on other reservation services (Liu et al., 2022.
V. Customer Experience and Loyalty 
They can use guest information and input to provide customized services and experiences. Also, they may establish a strong CRM system to monitor visitor preferences and customize messages. Loyalty programs can be established that provide regular consumers with special advantages (Ghani et al., 2022). Partner with nearby companies to improve loyalty benefits (Liu et al., 2022).
VI. Environmental Projects
It is important for them to obtain acceptable ecological credentials to draw in environmentally conscientious tourists. Adopt sustainable measures, such as reducing waste, conserving rainwater, and buying locally grown food (RahimiBaghmalek et al., 2019).
VII. Collaborations and Alliances
They can establish strategic partnerships with nearby eateries, event planners, and destinations to provide all-inclusive packages and experiences (RahimiBaghmalek et al., 2019). Additionally, they may make agreements with companies for repeated reservations and events. Provide conference rooms and corporate rates that are reasonable.
VIII. Restructuring the Finances
Whenever required, they must work out a more affordable settlement agreement with creditors for any outstanding debt (Bhandari and Sin, 2023).The authority must look for ways to help the turnaround efforts with additional funds or investments, like going for investors or submitting grant applications to the government.
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Strengths: Sustainable and eco-friendly, the hotel may attract eco-conscious guests. Innovation may help the hotel compete in the hospitality sector.
Weaknesses: The hotel's financial deterioration scares me. Operational inefficiencies increase costs and diminish income. The hotel's debt overload may pose risks.
Opportunities: Financial and reputational opportunities exist for the hotel. One possibility is increased demand for green houses. Customised services for extended stay and remote work customers may help the hotel capitalise on their popularity.
Threats: The hotel is vulnerable to challenges from heightened competition in the hospitality sector and possible declines in the travel and tourist business. Additional risks that might further reduce profitability are increasing labour and electricity prices.
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Revitalizing the Urban Heights Hotel requires a multifaceted approach focusing on market repositioning, operational efficiency, digital transformation and enhanced customer experiences. By targeting new markets, optimizing costs, implementing dynamic pricing and embracing sustainability, the hotel can restore its financial health and reputation. Strategic partnerships and employee development are crucial for delivering high-quality service and fostering innovation. 
[bookmark: _Toc168186857]5. Recommendation
Sustainability, local sourcing, and exceptional service should be Urban Heights' priorities. To please customers, the hotel should cut utilities, review operational expenses, and buy energy-efficient equipment. Low occupancy allows flexible temporary contracts and cross-training. Innovative approaches can generate revenue. Need a simple website, direct reservations, PPC, SEO, and social media. A strong CRM, loyalty schemes, and visitor data provide customised services.
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