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[bookmark: _Toc167492092]Executive Summary:
An eminent hotel in an urban area named Urban Heights Hotel, has been facing a remarkable downturn in the financial acts, which is identified by the diminutive revenue rate, expenses acceleration and finally a tangible loss in net calculation. Decreasing liquidity and solvency rate are the major causes of this decline which raise question about the long-term viability of the hotel. To overcome these challenges, a comprehensive analysis has been performed for marking the underlying causes for the decline and proposing a strategy of turnaround. Economic downturns, insufficient operational support and competitive market are the major factors contributing in this hotel’s struggles. For reviving the financial condition and restore the reputation of Urban Heights Hotel, the proposed strategy for turnaround emphasized on cost reduction, enhanced customer experience, revenue generation, financial restructure, operational excellence and long-term sustainability.












[bookmark: _Toc167492093]Introduction:
A distinctive incorporation Urban Heights Hotel, bragging a range of benefits like restaurant, bar and event facilities has been turned as an integral part of the urban lifestyle. But, in recent years it has faced a trend of the decline in revenue, occupancy rates and customer satisfaction, provoking the owner to lookup external skills to formulate a turnaround strategy. This report is generated with a view to analyze the financial performance of Urban Heights Hotel for the last three years, emphasizing on the revenue, expenses, profitability, liquidity and solvency (Alrawabdeh, 2022). Furthermore, it will also mark the major factors responsible for the decline in profitability, considering the real-world events and the current economic climate. At the end, this report will generate a comprehensive turnaround strategy framework to revive the hotel’s financial condition and reputation also, or suggest the most crucial financial outcomes for the owner.

[bookmark: _Toc167492094]Financial Performance Evaluation:
The financial performance evaluation includes the analysis and review of the financial health of an organization for a specified period for determining the efficiency rate of performance for proposing a better strategy. The evaluation of Urban Heights Hotel’s financial performance considering the income statement, balance sheet, profitability, liquidity and solvency and summary of financial performance for last three years will help in analyzing the major factors for the decline in profitability and proposing more viable turnaround strategy.

[bookmark: _Toc167492095]Income statement analysis
The income statement of Urban Heights Hotel from 2021 to 2023 demonstrates the hotel’s performances over the three years and the transition of the performance from one year to another year.
In the year 2021, 2022 and 2023 the hotel generated a total revenue of £2,500,000 £2,200,000 £1,800,000 consecutively. These revenue sheet make a statement of a steady decline in total revenue over past three years and it’s also clear that there is a reduction of customers as well as decline in market competition. On the other, the expenses for operation have been rising gradually over three years. In 2021 the operating expense was £1,800,000 which was increased to £2,000,000 in 2022 and 2,300,000 by further increasing in 2023. Such kind of increment of operation expenses greatly impact the financial health and make a decline in profitability of the hotel. The operating expense increment occurred may be due to the increasing price of the materials and supplies also the other expenses. A gradual decline is seen in the net income of the hotel which is on account of the decline in revenue and uprising operating expenses. The net income of the Urban Heights Hotel in year 2021 was £700,000 which was gradually decreased in next two years and it was £200,000 and £500,000 in 2022 and 2023 respectively. The upturn of the operating expenses in both 2022 and 2023 has contributed in this gradual decline in gross profit. This decline represents that the high operating expenses cannot be covered through the total revenue for increasing the gross profit. The analysis of net income of Urban Heights Hotel demonstrates a gradual reduction over the past three years. This kind of massive changes in net profit can impact the profitability of an organization significantly and that is the actual threat for the company. It has drawn a legible picture that demonstrate that Urban Heights Hotel is going through difficulties to manage the operating expense and revenue generation (Tan and Despotis, 2021). The net profit margin was 28% in the year 2021, which was fall into 9% in 2022 and further decreased to -28% in 2023. The big concern for the hotel right now is to identify the root cause of such profitability decline. 
[bookmark: _Toc149663470][bookmark: _Toc167492096]Balance sheet analysis
The total assets and liabilities along with the total equity of Urban Heights Hotel can be analyzed through the balance sheet analysis. The balance sheet will help to represent the financial position of the hotel by considering the recent market and the competitors’ profile (Mitrović, et al., 2021). From the balance sheet of Urban Heights Hotel at the end of the year 2023 the total assets of the hotel is £4,680,000 that consisting of cash and equivalents of £1,00,000, property & equipment of £4,500,000 and other assets of £80,000. Here a maximum amount of the total assets contributes in property and equipment, hence there is a scope to optimize its asset through invest in other sectors. In the balance sheet there is a total liabilities of £3,300,000 of Urban Heights Hotel which has current liabilities of £300,000 along with the long term liabilities of £3,000,000. The Urban Heights Hotel has a big burden of long term liabilities because of the high amount of long-term liabilities. Thus an impact of that is reflected in the total equity of the hotel. As per as the balance sheet the current total equity of Urban Heights Hotel is £1,380,000 and it is comparatively low while comparing with the total assets of the hotel.
The current ratio of the Urban Heights Hotel can be calculated as follows:
Current ratio	= 
= 
= 0.6
The current ratio of Urban Heights Hotel is found 0.6 and the value indicates that the company is on high risk of being bankrupt as its current liabilities is more than current assets.
[bookmark: _Toc167492097]Financial assessment:
A summary table of the Urban Heights Hotel’s financial assessment from the income sheet and balance sheet is given below:
[bookmark: _Toc167453713]Table 1: Summary table of the Urban Heights Hotel’s financial assessment
	Revenue Trends (Revenue Growth Rate):
	2021 to 2022: 
(£2,200,000 - £2,500,000) / £2,500,000 = -0.12 or -12%
2022 to 2023: 
(£1,800,000 - £2,200,000) / £2,200,000 = -0.18 or -18%

	Profitability Ratios:

	Net Profit Margin:
2021: 
£700,000 / £2,500,000 = 0.28 or 28%
2022: 
£200,000 / £2,200,000 = 0.09 or 9%
2023: 
(£500,000) / £1,800,000 = -0.28 or -28%

	Expense Management:

	Operating Expense Ratio:
2021:
 £1,800,000 / £2,500,000 = 0.72 or 72%
2022: 
£2,000,000 / £2,200,000 = 0.91 or 91%
2023: 
£2,300,000 / £1,800,000 = 1.28 or 128%

	Liquidity Ratios:
	Current Ratio:
2021: 
(£300,000 + £150,000) / £250,000 = 1.80
2022: 
(£200,000 + £100,000) / £270,000 = 1.11
2023: 
(£100,000 + £80,000) / £300,000 = 0.60

	Solvency Ratios:

	Debt-to-Equity Ratio:
2021:
£3,000,000 / £2,200,000 = 1.36
2022: 
£3,000,000 / £1,830,000 = 1.64
2023: 
£3,000,000 / £1,380,000 = 2.17



From the above table, an overall insights of the financial performance of Urban Heights Hotel is revealed with the trends and patterns over the past three years. A consistent decline is observed in the revenue dropping from £2,500,000 in 2021 to £1,800,000 in 2023. The operational expenses have expanded steadily by reaching £2,300,000 in 2023 that outpaces revenue growth and diminished profitability as a consequence. The net income is also downturned from £700,000 in 2021 to a sufficient loss of £500,000 in 2023 which represents the severity of the hotel's financial health. Over the years the liquidity has dropped, with cash and equivalents dwindling from £300,000 in 2021 to £100,000 in 2023. In the meantime, the total liabilities have remained comparatively stable, governing towards a decline in equity.
[bookmark: _Toc167492098]Reasons for Decline:
Considering real-world events and the current economic landscape there are a number of key reasons for the decline in Urban Heights Hotel's profitability which can be attributed to a combination of internal and external factors (Hayes, et al., 2021). Likewise-
Business Travel Reduction: Urban Heights Hotel’s corporate clientele can be affected through the rising of remote work and virtual meetings and decreasing business travels. The corporate events and travels are reduced and virtual conferences are increasing to minimize travel budgets which lead to lower occupancy rates and therefore lower profitability rates.
Increased Competition: The high competition rate in urban hospitality landscape with new hotels establishment, Airbnb listings and accommodations alternatives continuously entering into the market. This competition rising can introduce to price war and lowering the profitability for established hotels like Urban Heights.
Operating Costs: The increasing operational costs including the labor rate, utilities and maintenance can impact the decline in revenue generation. Regulatory challenges including health and safety protocols after pandemic can require more investments which further impacts the bottom line.
Consumer Preferences Shifts:  Changes in preferences of consumer’s for more individualized experiences, sustain practices or exclusive amenities could require more investment for renovating or rebranding efforts (Nuseir, 2021). If anyone fails to accept to involving consumer demands may lead to customer dissatisfaction as well as low profitability.
Supply Chain Disruptions: Natural calamities, trade disputes or pandemics like global events can create disruptions in supply chain that leads to increasing costs for foods, linens or other essentials for hotels. Shortages of supplies or price hikes can lower profitability of Urban Heights.

Technological Disruptions:  With the advancements of technologies to be benefited in the long run might needed significant upfront investments and adjustments in operation (Jawabreh, et al. 2022). Hence if fail to adopt these innovations for reservations, guest services or branding might lead to diminishing competitiveness and profitability.
Economic Recession: Economic crisis or downturns like recessions can demotivate consumer to spend in buying luxury items such as travels and accommodation. Urban Heights Hotels faces lower demand in these times which impacts the profitability.
Geopolitical Events: Political instability, threats in terrorism or travel advisories in urban settings can deter business travelers and tourists which directly impact Urban Heights Hotel occupancy rates as well as revenue generation.
[bookmark: _Toc167492099]Turnaround Strategy:
To address Urban Heights Hotel's financial challenges and restore its competitive position, a comprehensive turnaround strategy is proposed (Bhattacharyya and Malik, 2020).
[bookmark: _Toc167453714]Table 2: Turnaround Strategy
	Strategy
	Description

	Cost Reduction Measures
	Reviewing and renegotiating contracts with suppliers and service providers to decreases the expenses.
Implementing energy-saving plans to reduce utility costs.
Optimizing the levels of staffs for matching demand fluctuations.

	Revenue Diversification
	Exploring the partnerships with local businesses for cross-promotion and more revenue streams.
Offering attractive packages and deals for more guests like rate discount for extended stays or bundles services.

	Marketing and Branding
	Enhancing the hotel’s online presence using targeted digital marketing campaigns.
Utilizing the social media platforms for engaging with potential guests and promote special offers and events.

	Operational Efficiency
	Investing in modern technologies to streamline operations, improve guest experience and minimize overhead costs.
Implementing training programs for enhancing staff productivity service quality.

	Customer Experience Enhancement
	Emphasize on providing exclusive services to consumer to enhance guest satisfaction along with the loyalty.
Guest feedback collection and ensure essential progress for increasing the overall experience.

	Financial Restructuring
	Refinancing high-interest debt for lowering expenses and improving cash flow.
Negotiating with creditors to expand payment terms and alleviate short-term financial pressures.

	Long-term Planning
	Acquiring profitability through developing a comprehensive business plan consisting of realistic aims and timelines
Monitoring KPI on regular basis and make adjustments thoroughly to ensure sustainable economic health.



[bookmark: _Toc167492100]Conclusion:
To conclude Urban Heights Hotel goes through a challenging financial condition with decline in revenue generation due to the high expenses and downturns in profitability. Moreover, to makeup the losses the hotel can apply some turnaround strategy like cost reduction, customer experience enhancement, higher revenue generation, restructuring the financial strategies, long-term sustainability measurements and operational excellence. 

[bookmark: _Toc167492101]Recommendation:
For enhancing the effectiveness in such dynamic industry landscape effective monitoring and adapting the strategy will crucial also. Urban Heights Hotel can go through adversity by determination, strategic foresight and innovation and engage on a journey towards the new progress and sustainable success.
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