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[bookmark: _Toc168076037]Introduction
Urban Heights is facing financial decline in their performance, reflected in lower revenues, customer satisfaction and occupancy levels. The owner is interested in guaranteed financial stability and further business development of the hotel. This paper shall outline a strategic plan that can help in the improvement of the hotel’s performance both in operation and financially. It will also analyse financial performance over the last three years as well as analyse the main factors that cause the profitability to decline, taking into account any significant events and economic conditions.
[bookmark: _Toc168076038]Trends and patterns
Based on the financial analysis from 2021 to 2023, it was found out that the financial performance of the Urban Heights Hotel has really dropped. In 2021 this was £2,500,000 while in 2023 it was £1,800,000, which is a 28 per cent decline. This has been due to less customer turnover, competitive pressures, and unfavourable macro environment in conjunction with the effects of COVID-19 on the travel and hospitality sectors.
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Concerning operating costs, the current figure stand at £1,800,000 in 2021 and is estimated to reach £2,300,000 in 2023 thus meaning that the operating cost has increased by 27%. 8% increase. This component shows poor cost control and business performance as the costs increase at a much higher rate than the revenue reduction. The hotel’s gross income, of course, declined as well, from £1,050,000 in 2020 to only £950,000 in the following year; at the same time the net income fell down to £500,000 from £ 700,000. These figures indicate the crucial need for better financial and operational management skills in the company. Due to the hardness in selling some of the fixed assets at a good price, the total value assets of the hotel reduces to 14 per cent. By 2023, the Exchequer subsidy should reduce from £5,450,000 in 2021 to £4,680,000. Thus, there is a significant concern with the cash and cash equivalents that fell from the level of £300,000 to the level of £100,000 which is the sign of weak cash flow management. Irrespective of its fluctuation in the current business environment , accounts receivable reduced from £150,000 to £80,000 this moved that may be indicative of a problem with an effective debt collection process or a decline in sales. 
The figures indicate that the total amount of debt of this hotel has changed: Total debt has been higher during the year 2023 and reached the figure of £350,000 to £3,300,000. Such a rise in debt levels may put pressure on relationships between the firm and creditors and deteriorate service standards. Operating margin decreased from 8.5 per cent to 5.7 per cent while gross margin, though reduced from 24 per cent to 14 per cent, improved as it remained higher than cost of goods sold and cost of sales Operating expenses decreased from £1,776,000 to £1,442,000 but selling, general, and administrative expenses increased from £3,934,000 to £3,993,000 Long-term Concerns are as regards the hotel’s capacity to generate sufficient funds to meet its contractual commitments, an inference that could be made from debt restructuring in order to improve the financial and discourage high interest costs. The value of this hotel’s equity declined by 37 percent during the period that the financial statement covered. 3%, reduce from UK£2,200,000 in 2021 to UK£1,380,000 in 2023. This decline in equity is due to losses that are made over time on the statement of operation hence decreasing the owner’s investment. This breakdown in equity is a clear testimony that there is need to make some strategic and financial rectifications in order to improve the performance and avoid what seems to be a free fall. Currently, there are several severely threatening issues affecting Urban Heights Hotel in its financial health, including poor cash flow, fallen revenues, huge costs, and burgeoning debts. Evaluations and remedial measures which can be immediate and strategic are necessary to fix the operational problems and achieve the better financial fundamentals for stable profession’s profitability.
[bookmark: _Toc168076039]Reasons for decline
The COVID-19 outbreak has greatly affected the key income streams of Urban Heights, for instance, through cancellations of accommodations and events. As the restrictions have started getting lifted, the customers’ anxiety of the reoccurrence of the virus has made them shy away from spending a lot of money on travelling and vacationing including accommodation, significantly cutting down the hotel’s revenue streams (Davahli et al., 2020). This discouragement has been further compounded by the current generalized economic downturn as most companies and individuals do not spend on luxuries such as travel and holidays. This has also impacted the economy with people reducing their business travels, corporate events, and workshops thus reducing the hotel’s earnings. These factors’ accumulation has led to an unfavorable business environment or less demand for hotel services (Jones and Comfort 2020: Piga et al., 2022).
Also, the increased operation costs are a main factor affecting the reduced profits. The possible reason for this raise in expenses is the overall increase in the prices of the products and services that are necessary for the hotel such as food, energy and the employees’ wages (Hussain et al., 2020). This has adversely affected the hotel in terms of costs as more money is required to offer the same quality services. The labor scarcity in the hospitality business has pushed hotels to pay their employees more wages and better advantages to remain loyal and productive, which is costly. In addition, disruptions in supply chains across the industrialized world have led to higher costs of production by raising prices of goods and services, time consumption, and higher transport and procurement costs (Dube et al., 2021: Crespí-Cladera et al., 2021).
Moreover, the high intense competition which is normally observed in the hospitality industry has significantly contributed to reduce profitability in the hotel (Khatri 2019: Baum 2019). Thus, Urban Heights is in stiff competition with all types of accommodation enterprises in the area including basic and luxury hotel enterprises, as well as Airbnb. This high competition influences the frequency and rates in which the hotel sets its room charges which might lead to offering discounts hence reducing its profitability (Cuomo et al., 2022: Cohuţ 2017). Competitive pricing is another common phenomenon where during recession companies undercut each other on price without having matching cuts on cost side. Besides this, there is a growing demand for customized and distinct experiences for every individual traveler. Many traditional hotels find themselves with competition from the boutique hotels and other unique style of accommodations. If Urban Heights does not follow these trends, then market consumers may shift to other competitors. Therefore, to be sustainable, the hotel has to integrate new services that will make it relevant to the changing customer needs in the contemporary world especially ever-changing technological services (Backman et al., 2017).
[bookmark: _Toc168076040]Turnaround strategy
Urban Heights Hotel needs a clear, systematic financial restructuring and business promotion plan to revitalize its local and international tourism market position. Such strategic goals encompass detailed planning, careful marketing, staff development, innovative refurbishment, and comprehensive market survey. A comprehensive market analysis shall be made in the hotel to compare the strengths and weaknesses of competitors as well as the customers’ requirements. This will assist in identifying existing facility deficiencies and what is required to improve existing facilities to meet new requirements. For the extensive market research the maximum amount £10,000 will be allocated for; additionally, £200,000 will be spent on comprehensive improvements including inspiring furniture, sophisticated pattern of the rooms, and modern interior design for guest satisfaction. 
An extensive marketing approach will be applied on the availability of the improved amenities and redesigning of the facility. This publication highlights £50,000 will be spent on various marketing activities to reach more customers, entice old guests and build brand recognition. The campaign will use partnerships, media tools such as social media, and newer age tools such as digital media to create the most impact possible. This means that a comprehensive staff training plan will be established to make sure that the staff is equipped top quality practices in the hospitality industry. That means that in order to keep the good experience in the company, half of the current staff will be kept while the other half will be renewed. An outlay of £40,000 is provided for training the employees on enhancing their professionalism and service standards for the introduction of new features in resorts. During this training, choose topics that will include customer service, productivity and efficiency, and the new technologies and products adopted in the new hotel. To implement this plan of action the hotel will seek to secure a loan from a bank or an institutional investor. By desiring stability, the hotel will obtain a loan from a prestigious organization such as Barclays, for a loan period of 10 years and interest of 10%. To take care of its operations effectively, financial resources shall be employed cautiously, but this shall not be at the expense of quality.
The financial estimates are presented as follows: the first-year revenue increase is expected to be up to 15% due to the redesign, while the operating costs have risen by 20%. Revenue is estimated to grow in the subsequent years at 30%, 25%, and 15%, while the annual operating cost is bounded at 10%. These projections rely on theexpanded facilities, efficiency in customer service delivery, and efficient marketing. This extensive strategic management plan aims to transform Urban Heights Hotel into an innovative, customer-oriented hotel business that can generate lasting growth in the tourism industry. With proper marketing, vocational training, and infrastructure development, the hotel plans to eradicate current problems and compete as a serious contender in the hospitality sector. Through combining the strategies such as innovation, customer satisfaction, and operation efficiency, it is foreseen that the Urban Heights Hotel will be able to experience the successful revival and establishment in the competitive environment.
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	Total Financing
	£300,000
	
	
	
	

	
	
	
	
	
	

	Financing Breakup
	in £
	
	
	
	

	Market Research
	£10,000
	
	
	
	

	Revamping Resort
	£200,000
	
	
	
	

	Marketing Campaigns
	£50,000
	
	
	
	

	Staff Training
	£40,000
	
	
	
	

	Total
	£300,000
	
	
	
	

	
	
	
	
	
	

	Income Statements - Projections
	2022
	2023
	2024
	2025
	2026

	
	
	15%
	30%
	25%
	15%

	Total Projected Revenue (Projected)
	£430,000
	£494,500
	£642,850
	£803,563
	£924,097

	
	
	
	
	
	

	Operating Expenses
	
	
	
	
	

	Marketing Research
	
	£10,000
	
	
	

	Revamping
	
	£200,000
	
	
	

	Marketing Campaigns
	
	£50,000
	
	
	

	Staff Training
	
	£40,000
	
	
	

	Financing Cost
	
	£30,000
	£30,000
	£30,000
	£30,000

	Operating Expenses (Projected) 
	£450,000
	£750,000
	£525,000
	£607,500
	£698,250

	
	
	
	
	
	

	Gross Profit
	
	-£255,500
	£117,850
	£196,063
	£225,847

	Net Profit / (Loss)
	
	-£250,000
	£90,000
	£150,000
	£170,000

	Net Profit Margin
	
	-51%
	14%
	19%
	18%

	
	
	
	
	
	

	Balance Sheet
	2022
	2023
	2024
	2025
	2026

	Total Assets
	£1,030,000
	£780,000
	£870,000
	£1,020,000
	£1,190,000

	Current Assets
	£250,000
	£0
	£90,000
	£240,000
	£410,000

	Property & Equip.
	£630,000
	£630,000
	£630,000
	£630,000
	£630,000

	Other Assets
	£150,000
	£150,000
	£150,000
	£150,000
	£150,000

	Total Liabilities
	£580,000
	£910,000
	£910,000
	£910,000
	£910,000

	- Current Liabilities
	£180,000
	£210,000
	£210,000
	£210,000
	£210,000

	- Long-term Debt Equity
	£400,000
	£700,000
	£700,000
	£700,000
	£700,000

	Equity
	£450,000
	-£130,000
	-£40,000
	£110,000
	£280,000

	
	
	
	
	
	

	
	
	
	
	
	

	Cash Flow Analysis
	2022
	2023
	2024
	2025
	2026

	Net Cash Flow from Operations
	-£80,000
	-£110,000
	-£360,000
	-£270,000
	-£120,000

	Capital Expenditures
	£30,000
	£150,000
	£0
	
	

	Bank Loan
	
	£150,000
	£0
	
	

	Net Profit / (Loss)
	
	-£250,000
	£90,000
	£150,000
	£170,000

	Net Cash Flow (Change in Cash Balance)
	-£110,000
	-£360,000
	-£270,000
	-£120,000
	£50,000



[bookmark: _Toc168076042]Risk assessment
Some of the factors that are likely to determine whether the redesigned resort will succeed or not include the following. As mentioned, consumers are fickle, and the projected revenue growth of 15%, 30%, 25%, and 15% for the following years may not be possible. Inconsistencies in revenue generation may arise due to economic risks and novelties affecting its estimates. The use of new service and improved facilities may pose some implementation issues. This transition might take some time, and that could possibly affect services provided by the staff. This is in light of a 20% increase in the first year and the subsequent 10% annual increase in the operating expenses which could negatively impact on the financial status of the resort.
Concerns arise in respect to interest rates and repayments when obtaining a bank loan whose terms include a 10-year term and interest of 10%. This may force the resort to feel financial pressure due to its repayment capacities being strained due to economic changes or other events. This brings fierce competition in the hospitality sector where the success of the strategy is anchored on the differential performance of Seaview Resort compared to its rivals. Market changes, competitors’ actions or plans, and fluctuations in the business climate may impact profits and market position. The implication of developing an all embracing marketing plan lies in the aspect of impossibility to meet the client’s expectations. Negative feedbacks or complains can bring the resort a bad reputation, thus working against its success in customer attraction and retention.
[bookmark: _Toc168076043]Conclusion
It has been a business challenge for Urban Heights Hotel to experience low revenues and increase operational costs on the same, making profits dwindle. Some of the important factors are the rise in running costs, tough competition, and the pandemic. To attend to these challenges, the hotel needs to adopt data analysis, advance reservation systems that are connectible to current property management systems. Thus, increasing cash recepts as well as decreasing the debt level will also increase liquidity and level out the hotel’s balance. A better position on the stock market will reflect the company’s financial health thus being a positive change for the hotel.
[bookmark: _Toc168076044]Recommendations
Client-Centric Innovation: Continue focusing on client-oriented developments by frequently asking the guest opinion, responding to new client tendencies, and implementing smart technologies to facilitate client experiences. New features, environmental programs, and customized services will be able to put Seaview Resort in a strategic competitive niche. For example, target specialized offers, innovative services in the rooms, environmental initiatives focused on water saving and usage of energy-saving technologies to meet the demands of tourists and increase overall satisfaction.
Strategic Alliances and Visibility: Enter into partnership agreements with local companies, tourist marketing commissions, and hotels and travel websites. Set up integrated marketing communications, promotions, and reward programs to attract the broadest possible consumer base and increase occupancy. For instance, collaborate with local restaurants, other tour service providers, and cultural attractions to offer package deals and advertise cross-sell.
Diversified Revenue Streams: Expand the revenue sources other than the hotel bookings to reduce dependency on it. One possible solution is to expand the offered services by introducing wellness programs, event hosting, and recreational activities to draw more customers. It will increase Seaview Resort’s financial stability and ability to adjust to market and economic changes. Thus, it is possible to consider such options as the provision of spa services, fitness classes, delivery of corporate packages and offers, and renting the territory for weddings or other local events. Introducing new services at Seaview Resort will lead to increased rooms’ bookings, increased overall revenue, and enhanced financial performance.
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