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[bookmark: _Toc168351873]Executive Summary
The trend observed in the profitability ratio implies declining profitability in the operations of the Urban Heights Hotel while the liquidity and solvency ratios indicate that the company’s liquidity is worsening with time and could be unable to pay its creditors in the shortest term. The hotel’s total income was reduced by 28 per cent by 2023 in 2021, and the total operating costs rose to 27. 8 per cent in the same period. Thus, the net profit margin of the hotel has bottomed out from £700, 000 in 2021 to a £500,000 loss in 2023. Some important profitability ratios like Return on Asset and Return on Equity were also decreasing indicating poor asset turnover and decreased shareholders’ value. Current Ratio and Quick Ratio which describe the company’s ability to meet short-term payables significantly decreased as well. Nevertheless, the last value, which indicates solvency and is calculated as the Debt/Equity proportion, only slightly changed and remained at a worrying level for the hotel. In response to the above challenges, the following broad strategies are recommended: Revenue generation, operations excellence, guest satisfaction, and strategic affiliations. The identified and outlined complex intervention strategy has the following objectives relevant to the given case: This is a multifaceted strategy designed to breathe new life into the hotel, recover it from unprofitability, and help it regain a competitive advantage. Also, the viability of other financial measures is discussed, such as selling the business to another firm, refinancing, selling assets, or changing the uses of the property at issue. These options act as safety measures in case the turnaround strategy does not bring out the much-needed change. Lastly, there is the concern raised to the urgency of putting in place efficient measures to deal with the financial problem affecting the hotel, stressing major on the need to apply well-informed decisions as well as getting appropriate consultation to enhance the sustainability and profitability of the, hence the hotel.
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[bookmark: _Toc168351874]Introduction
The Urban Heights Hotel, an established urban townscape restaurant, bar and event venue, is decreasing and generating financial health problems. The hotel's location and facilities did not boost revenue, occupancy, or customer happiness. Since management cannot dispute the trend, they fear for the business's future (Brotherton, 2020). The owner seeks professional help to fix this. 3 years of Urban Heights Hotel finances from 2021 to 2023 are examined in this study. The analysis will calculate the hotel's decreased profitability using revenues, expenses, profitability, liquidity, and solvency. The hotel's economic status and real-world events will also be studied to understand its issues. This financial research suggests pairing the report with a thorough turnaround strategy to resuscitate the hotel's finances and save its reputation, or with a recommended financial forecast if the owner determines a turnaround is unachievable. For data-driven hotel finance solutions, estimates and prognoses will accompany the responses. Hotel owners receive a thorough financial analysis and business solutions in the final report. The research analyses the root causes of the Urban Heights Hotel's loss-making and proposes remedies to turn it around.
[bookmark: _Toc168351875]Financial Performance Analysis
To comprehensively understand the financial state of Urban Heights Hotel, a detailed analysis of the financial performance from 2021 to 2023 is essential. This section will employ various financial ratios to provide an analytical overview of the hotel's revenue, expenses, profitability, liquidity, and solvency.
Revenue Analysis
From £2,500,000 in 2021, Urban Height Hotel recorded a decrease in revenue in the next two years to £1,800,000 i. e., 28% decrease. They have blamed it on general occupancy, average daily rate, and non-room revenues like revenues generated from food sold in the hotel, rebates on sold beverages, and conference and group bookings, among others. Possibly, these challenges have been compounded by economic fluctuations changes in consumers’ preferences and the social effects of the COVID-19 pandemic, thereby worsening this hotel’s revenue generation capacity.
Expenses Analysis
The impact has indicated the rise of the operating expenses and its value is expected to reach £ 1,800,000 in the year 2021 to £ 2,300,000 in the year 2023 with a difference of 27.8% percent.  This is an indication that there are some concerns wrongly managed in the facet of cost control and the increase could be through higher utility bills, higher emoluments for employees and poor organisational performance.  This means other unavoidable expenses may have risen, especially during the pandemic when factors such as inflation, disrupted supply chains and staff shortages were rife, revealing more pressure on the hotel’s performance (Atrill and McLaney, 2022). 
Profitability Analysis
The hotel's profitability has deteriorated drastically, with net profit declining from £700,000 in 2021 to a £500,000 loss in 2023. Key profitability ratios further illustrate this downturn:
· Return on Assets (ROA): This ratio, which measures the efficiency of the hotel in utilizing its assets to generate profit, fell from 12.84% in 2021 to -10.68% in 2023. The negative ROA highlights the unproductive use of assets, indicating a failure to generate sufficient returns from the hotel's asset base (Tranter et al., 2014).
Table 1: Return on Asset/ Source: Self-made
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· Return on Equity (ROE): Company ROE measures the equity of shareholders profitability. The Urban Heights Hotel ROE dropped from 31.82 in 2021 to 10.93 in 2022 and -36.23 in 2023. The firm's 2021 31.82 % ROE was lucrative and shareholder-friendly. Despite falling from 13.46% in 2021 to 10.93% in 2022, the hotel was profitable. ROE of -36.23% in 2023 meant operations lost over shareholders' capital. The hotel's diminishing shareholder value indicates financial weakness and inability to produce enough money (Guilding, 2014).
Table 2: Return on Equity / Source: Self-made
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Liquidity Analysis
Liquidity ratios are crucial for assessing the hotel's ability to meet short-term obligations (Tranter et al., 2014). The analysis reveals a troubling trend:
· Current Ratio: The current ratio, which compares current assets to current liabilities, decreased from 1.8 in 2021 to 0.6 in 2023. This indicates potential liquidity issues, as the hotel may struggle to cover its short-term liabilities with its current assets (Brotherton, 2020).
Table 3: Current Ratio/ Source: Self-made
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· Quick Ratio: Quick ratio, a liquidity indicator, illustrates a company's ability to fulfil short-term payables with saleable assets (Tranter et al., 2014). Urban Heights Hotel's quick ratio dropped from 1.8 in 2021 to 1.11 in 2022 and 0.6 in 2023. The hotel's 2021 current ratio of 1.80: 1 indicates good liquidity. From 2022, the ratio fell, indicating the corporation can offset current liabilities less. Disaster struck in 2023 when the quick ratio dropped to 0. 6. The hotel had only £0.60 in liquid assets for every £1 in current liabilities, indicating that it will likely fail to pay current creditors without selling fixed assets or incurring new debts.
Table 4: Quick Ratio/ Source: Self-made
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Solvency Analysis
Despite the negative trends in profitability and liquidity, the hotel's solvency remains relatively stable:
· Debt-to-Equity Ratio: The D/E Ratio contrasts the equity of shareholders to debt to fund firm assets (Bhatia, 2019). Urban Heights Hotel's debt-to-equity ratio climbed from 1.48 in 2021 to 1.79 in 2022 and 2.39 in 2023. Its 2021 evaluation of sustainability shows an average ratio of leverage of £1.48 debt to £1 equity. However, growing to 1. 79 in 2022 indicated increased debt, increasing property financial risk. The hotel has £2.39 of debt for each £1.00 of equity in 2023, indicating unsustainable leverage. This high debt-to-equity ratio raises bankruptcy risk as well as may make loan repayment difficult when profitability dips (Guilding, 2014).


Table 5: Debt-to-Equity Ratio / Source: Self-made
[image: ]
The budgetary analysis of the proposed Urban Heights Hotel is not so encouraging and contains some unfavourable characteristics. The financial performance indicators such as; decreased revenues, increase in the operational costs and overhead costs, low operating margins and poor liquidity ratios necessitate strategic management interventions (Coltman and Jagels, 2015). These financial problems have to be solved by the hotel through the right management of costs better sources of income and operating central business to achieve the desired and sustainable financial status.
[bookmark: _Toc168351876]Reasons for Declining Profitability
Economic Conditions: It has been run by the impact of recession in particular which has had an impact on the reduction in people’s disposable income. This has helped to lessen the revenues from travel and tourism which can be directly affiliated to other related issues within the economy (Enz and Canina, 2022).
Competitive Landscape: In this perspective, rivalry has increased and more players are being witnessed either as entrants in the market or those already in the system thus reducing the market share of the Urban Heights Hotel. This is because the trends in the use of accommodations through the use of online marketplaces such as Airbnb lowers clientele business (Turner and Hesford, 2019). 
Operational Inefficiencies: This problem can be evidenced by the sophisticated changes in the hotels’ operating costs, signifying inefficiency. Costs have increased because of the following unsound practices: Cost control has not been properly practised here in the best way it could be, People and workforce: the employees have not been fully utilized in terms of their potential and System: the organisation has not upgraded to the latest and effective systems (Walker, 2021). 
External Factors: This means that the production lines of various organisations are affected by the extended vices of COVID-19 as a pandemic disease. New obligatory measures impacted computation for compliance expenses because the necessity of health and safety lifted the prices more, along with supply chain breakdown and lack of staffers (Radwan and Radwan, 2017). 
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When analysing Urban Heights Hotel's annual financial report, in clear terms identified the key challenges the establishment is going through that are reflected in the declining profitability level, liquidity constraints, and shrinking equity position. To deal with all these factors a comprehensive turnaround plan will be designed aiming at putting the assets of the hotel in order and at making the hotel popular again (Igosheva et al., 2024). 
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Revenue Enhancement Strategies:
Revamp marketing and advertising efforts: A multi-purpose selected marketing campaign of advert composite and app will bring both new clients and keep the previous ones ready to be engaged. Using social networks, celebrities' advertisements, and limited-time suggestions can make the target audience informed about what it does, and make reservations much easier (Henriksson and Karlsson Eriksson, 2021).
Evaluate pricing strategies: Determine the hotel pricing strategy and compare these rates with the rival's prices in the market. Check for heading for a market-based price, bundling package as an offer and discount as an offer to amplify the revenue (Enz and Canina, 2022).
Expand revenue streams: Figure out and make the money generating items e. g. development of top cuisines, events organisation and new service introduction that suit the upcoming customer needs (Crespí-Cladera et al., 2021).
Operational Efficiency Improvements: 

Guest Experience Enhancement: 
Revitalize facilities and amenities: To figure out what makes the hotel a popular vacation spot and what it could do to improve the service or rooms, look at how it works from the guests' point of view (Zarezadeh et al., 2022). Fix up the hotel by painting and renewing the public areas to make service better and give the impression that the hotel has been updated and renovated.
Focus on customer service excellence: Notwithstanding the excellence of the staff training process, still the best customer service experience's objective may be at risk to this plan. As a result, their service delivery model for customers should be raised to the highest standard (Bhatia, 2019). The psychological effect that comes with this interaction through answering human messages goes for one part while the major point to note is this aspect.
Leverage technology for enhanced guest experiences: Provide evidence to highlight the advantages and disadvantages of technology such as mobile phone check-in and check-out, guest entertainment devices and digital concierge services, which are intended to benefit the guests (Ericsson and Solvoll, 2021).
Strategic Partnerships and Collaborations: 
Establish partnerships with travel agencies, online booking platforms, and corporate clients: Seek strategic partnerships with key industry players to expand the hotel's reach and tap into new customer segments (Igosheva et al., 2024).
Explore opportunities for cross-promotion and bundled offerings: Collaborate with local attractions, restaurants, or event venues to offer bundled packages or cross-promotional deals, creating added value for guests (Walker, 2021).
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Based on industry benchmarks and conservative estimates, the following projections can be anticipated:

Source: Self-made
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If the turnaround efforts fail to yield the desired results despite diligent implementation, the owner may need to explore alternative financial outcomes. These options could include:
Selling the business: 
· Conduct a thorough valuation of the hotel's assets, including property, equipment, and brand value.
· Identify potential buyers, such as investors, hotel chains, or real estate developers.
· Negotiate the sale terms and conditions to maximize the potential return on investment (Brotherton, 2020).
· Consider the tax implications and potential consequences for employees and stakeholders.
Restructuring debt: 
· Negotiate with lenders to restructure the existing long-term debt, potentially reducing interest rates or extending repayment terms.
· Explore debt consolidation options or seek additional financing to improve liquidity and cash flow.
· Evaluate the impact of debt restructuring on the hotel's financial position and future operations (Coltman and Jagels, 2015).
Liquidation of assets: 
· Assess the value of individual assets, such as property, equipment, and inventory.
· Identify potential buyers or auction houses to facilitate the liquidation process (Bhatia, 2019).
· Use the proceeds from asset liquidation to settle outstanding liabilities and debts.
· Consider the implications for employees, suppliers, and other stakeholders.
Conversion or repurposing of the property: 
· Explore alternative uses for the hotel property, such as converting it into residential units, office spaces, or other commercial purposes.
· Conduct feasibility studies and market research to assess the viability of potential conversion options (Crespí-Cladera et al., 2021).
· Evaluate the required investments, zoning regulations, and potential returns on the repurposed property.
It creates conventional financial effects, thus results are interconnected. So many repercussions mean the matter is complicated, making it a complex task. The owner should know their skills and knowledge to make the same policy commitments and accept expert viewpoints to make the best selection for long- and short-term goals.


[bookmark: _Toc168351881]Conclusion
A financial review of Urban Heights Hotel showed their financial situation was dire. Recessions caused more expenses, lower revenues, lower profits, tighter liquidity, and lower equity prices. Since management prioritises short-term solutions, this challenge could undermine the hotel's company. Hotel management turnaround comprises revenue growth, cost management, financial restructuring, and reputation management programmes. These tactics will help the hotel avoid profitability loss and make it a local leader in internal liquidity and financial health. The establishment may favour bankruptcy, asset sale, debt reorganisation, or strategic partnerships if the turnaround mode is unexpected. For Urban Heights Hotel to achieve success and recover the owner's investment, it is necessary to resolve these financial concerns. 
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Conduct a comprehensive cost analysis: Certain things alone are to be expected in the deconstruction of every single cost component and this shows the duplication of ways that will motivate savings (Ericsson and Solvoll, 2021). Therefore, this can be accomplished both ways: through turning the agreements of their partners with suppliers in order, for example, to apply the energy-efficiency improvements or reorganise the urgent activities (which is necessary in such cases).


Optimize staffing levels and resource allocation: Sustainable companies save resources and have more productive employees. If recruiting is limited, it is possible to cross-train and increase hourly flexibility for current workers, or if they are absent, it can lift their flexibility (Legrand et al., 2022). One can delegate all weaker services and use the case to cover the basics. 


Upgrade technology and systems: In particular, make use of the technologies and the already existing processes that are in the workplace for giving the staff training to enhance production, elevate the guest experience, as well as reduce labour costs. (Walker, 2021) The programming of these machines, which perform support functions such as check-in/check-out and analysis, is critical.


Revenue growth of 15-20% annually through increased occupancy rates, optimized pricing, and expanded revenue streams.


Expense reduction of 10-15% through operational efficiency improvements and cost-cutting measures.


Improved profitability, with a targeted net profit margin of 15-20% within the first two years.


Improved liquidity position, with a current ratio of 1.2 or higher, ensuring better cash flow management.


Strengthened equity position, reflecting the hotel's improved financial health and long-term viability.
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