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[bookmark: _Toc167560160]Executive summary
The following report provides a detailed analysis of the financial performance of the Urban Heights Hotel and Conference Centre, with a particular focus on the worsening indicators. In particular, the data will show that revenue declined by approximately 28% over 3 years while expenses have been increased. As a result, ratio analysis demonstrates decreasing profitability, as well as both current and quick ratios. The purpose of the report is to discuss various summative and formative assessment tools and techniques necessary for developing a strategic plan to reverse the trend.
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[bookmark: _Toc167560161]Introduction
Financial performance is used as an indicator of the sustainability of an organisation. The performance of an organisation is obtained by measuring the financial performance of an organisation. Decision-making is an essential task for an organisation. Financial performance provides value to efficient decision-making. Organisations measure financial performance to maintain investor’s trust in them. In the meantime, the financial performance reality check impacts the reputation and valuation of a company in the market. The report will describe the financial performance of Urban Heights Hotel, and it will measure the organization’s current financial performance over the relative past, as well as the last 3 years. The financial statement measurement that will be used will be revenue, expenses, profitability, and liquidity.


[bookmark: _Toc167560162]Scope and objectives
The main goal of this evaluation is to find out why the Urban Heights Hotel has been losing money lately and come up with a way to make it profitable again so it can reach the level of success it needs to be at. This report will look at the hotel's financial records from the past three years to do this. For that time frame, it's easy to see both the overall trend and the area of business where the changes happened (Khaghaany, Kbelah and Almagtome, 2019). The report will include information on the hotel's sources of income and rates of success, as well as its costs of doing business, the flow of money, and all the tools and techniques its employees used to keep things solvent. The financial information will help to figure out what part of internal processes has been getting worse over the last three years. The study will also look at things outside the hotel that might have caused the damage (Handyastuti, Waspada and Sari, 2023). For example, how the hotel's finances might have been affected by the real world's economic growth and how the way people are treated as guests might have changed. There is a link between the information about Urban Heights Hotel's internal finances and things that happen outside of the hotel's finances. Knowing this link will help the report come up with a complete solution or, if needed by the outside financial situation, a suggestion for the best financial outcome.


[bookmark: _Toc167560163]Financial analysis
[bookmark: _Toc167560164]Income statement
The data presented indicates that the Urban Heights Hotel's income performance over the previous three years has been concerning. In 2021, the hotel brought in a total income of £2.5 million. Nevertheless, over time, its earnings have decreased. As a result, by 2023, the hotel's revenue was only £1.8 million. More specifically, it dropped by 28% and £700,000. One of the key components that must be taken into account while resolving the hotel's present financial issues is the extent of this loss. Furthermore, the data suggests that during the previous three years, the hotel's expenses have increased (Guilding, 2014). Although they have increased gradually, it should be noted that the decline in revenue is a more significant aspect that indicates the beginning of the hotel's unfavourable profitability trend. For greater visual clarity, the operating expenses of the Urban Heights Hotel were £1,800,000 in 2021 and £2,300,000 in 2023. The expenses had gone up by £500,000, and the growth rate was calculated to be 27.7% (Bhimani, 2006). It should be noted that in 2021 there will be a considerable decline in profit. It was a minus £500,000 in 2023. 
[bookmark: _Toc167560165]Balance sheet
In the past three years, the assets have gone down from $5,450,000 to $4,680,000. This tool can help find out if assets have been sold or are no longer needed to run the business. Also, the cash has dropped a lot, to $100,000, which makes it more likely that the hotel is having trouble getting cash. Still, the same amount of natural depreciation should apply to other properties and tools as well. In the liabilities column, the value of the accounts payable goes up from $250,000 to $300,000, even though their exact value stays the same. Someone might see it as a sign that the hotel can't pay for some important costs (Jagels, 2007). Long-term debt, on the other hand, stayed the same. The shareholder stock dropped a lot, from $2,200,000 to $1,380,000. This shows that the hotel's finances are getting worse, which is supported by the negative net income.
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	Ratio
	Formula
	2021
	2022
	2023

	Net Profit Margin
	(Net Income / Revenue) x 100
	28.00%
	9.10%
	-27.78%

	Current Ratio
	(Current Assets / Current Liabilities)
	1.82
	1.48
	1

	Quick Ratio
	(Current Assets - Inventory) / Current Liabilities
	1.32
	0.98
	0.5

	Debt-to-Equity Ratio
	(Total Liabilities / Equity)
	1.48
	1.79
	2.4
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Figure 1: Ratio analysis Chart
The Net Profit Margin has fluctuated during that time. At 28.00% at the outset, the rate was quite high; but, by 2022, it had reduced to 9.10%. Having stated that, it has been declining since 2023, reaching -27.78%, indicating substantial financial losses (Wild, 2018). The current Ratio, which has been declining since 2021, indicates that the corporation might not be able to lower its asset base. To be more precise, it decreased from 1.82 in 2021 to 1 in 2023, and it is probably going to continue declining in the years to come. The Quick Ratio has experienced a downward trend over time, exhibiting similar trends. It demonstrates that the company can settle its short-term debts without selling inventory, but the fact that it is declining indicates that it is finding it difficult to maintain its liquidity without using inventory. It declined to 0.5 in 2023 from 1.32 at the start of the term in 2021 (Tranter, Stuart-Hill and Parker, 2014). This is probably not going to stop. Lastly, over time, the Debt-to-Equity Ratio has increased gradually. This indicates that an increasing number of people are taking out loans to fund their enterprises. It increased from 1.48 in 2021 to 2.4 in 2023 (Seal, Garrison and Noreen, 2008). This is a concerning tendency since it might lead to the company's financial instability in addition to making it difficult or impossible to fulfil short-term obligations.
[bookmark: _Toc167560167]SWOT analysis of Urban Heights Hotel
[bookmark: _Toc167560168]Strengths
[bookmark: _Toc167560169]There are several internal strengths possessed by this hotel that might give it an advantage in this market. In the first place, this hotel’s established reputation is appealing to guests as it has been previously successful. In addition, there is enough experienced staff to give this hotel an advantage in terms of provided service or expertise. 
Weaknesses
[bookmark: _Toc167560170]However, the hotel's internal issues also reduce its effectiveness. If the company is experiencing financial difficulties such as declining revenues, increasing expenses, and cash flow issues, it might not be able to satisfy its obligations or make improvements (Krasavac, Radosavljević and Bradić-Martinović, 2018). A decline in profitability indicates that these financial issues must be resolved and that operations must become more effective.
Opportunities
[bookmark: _Toc167560171]By taking advantage of the chances and threats, the hotel can work on its weaknesses and build on its strengths, according to the SWOT analysis. The facility can go after niche markets by making its content fit a specific group of people who may be more interested in the services than the average customer (Abya et al, 2015). This is possible because it has a small but loyal customer base. In response to the opportunity profile, the hotel can also try to update and improve the space to meet the wants of current guests and bring in new ones. 
Threats
Pricing and occupancy rates may be under pressure due to increased competition in the urban area. Reduced travel expenditures may result from economic downturns. The hotel may need to modify its offers in response to shifts in travel trends, such as an increase in vacation rentals (Feili et al, 2017). The challenge of attracting and maintaining qualified personnel can have an impact on service quality, and rising costs of goods and services can put pressure on profitability.

[bookmark: _Toc167560172]Market analysis
The Urban Heights Hotel works in a pretty broad and changing market because it is part of the urban hospitality pattern. The total hospitality sector is projected to reach $1.53 trillion by 2023, based on the current rates of growth of disposable income and the rise in travel costs that comes with it. Between 2010 and 2020, hotel room rent is expected to rise by an average of 2.3% per year around the world. This means that there will be a lot of competition (Toirxonovna, 2016). One of the most important things to think about is how tech-savvy today's travellers are, since 72% of travellers around the world use online travel agents (OTAAs) to book hotels. To put it another way, if the hotel wants to get more people, it should really focus on its internet marketing. A hotel bar, restaurant, and event room could also be used to make more money and hold more people. Because of how the hotel is already set up, business visitors coming into the city may also be seen as possible customers (Peng et al, 2020). By sticking to these strategies and the groups of people they want to attract, the hotel can stay open and lessen some of the effects of the changes in the hospitality business.
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Revenue Generation
For the hotel industry, revenue generation is the main goal at this stage. Based on data about guests and information about the related trends, the hotel could define the target audience, such as business guests, families, or event participants. After defining target markets, we could analyse the competitors’ prices for the same or similar services, their marketing tools, and support facilities to develop the value proposition (Rico and Puig, 2021). The hotel could also suggest dynamic pricing depending on the level of demand and a season. In addition, proper use of online travel agencies is expected to maximize the revenue. Finally, the hotel could use pricing given package deals in which the rooms are combined with, for example, dining or spa services.
Cost management
Indeed, in order to be aware of the financial health of the business Cost Management and a deep analysis of costs are of utmost importance to determine the opportunity of costs reduction. In fact, there are several ways of reducing costs in the restaurant. The first way is closely connected with the reconsideration of the needs and the opportunities of negotiations for a lower price level of wholesalers and vendors. The second way concerns the organisation of the process of functioning that may be as effective as possible, and the third way is oriented on the development and the realization of the energy-saving program (Harrigan and Wing, 2021). The fourth way of costs reduction is the optimization of labour costs while the fifth way is developing the control system for food, soft drinks, alcohol, and utilities.
Marketing and branding
One of the most important sections of the business model is the one about Marketing and Branding. The strategy implies creating a user-friendly website, informational and engaging social media platforms, and online marketing tactics. Reputation management includes replying to guests on review websites and posting positive reviews to increase trust. Partnering with local businesses, attractions, and event companies helps to attract the local population (Cucaro, 2019). Regular customers can benefit from a loyalty program, which will retain clients.
Renovation
One of the most important sections of the business model is the one about Marketing and Branding. The strategy implies creating a user-friendly website, informational and engaging social media platforms, and online marketing tactics. Reputation management includes replying to guests on review websites and posting positive reviews to increase trust. Partnering with local businesses, attractions, and event companies helps to attract the local population (Hosseinzadeh Shahri and Nematollahi Sarvestani, 2020). Regular customers can benefit from a loyalty program, which will retain clients.


[bookmark: _Toc167560174]Projected financial statements
Income statement
	Item
	Year 1 (Projected)
	Change
	Year 2023 (Actual)

	Revenue from Rooms
	£1,839,000
	+20.8%
	£1,530,000

	Package Deal Revenue
	£183,900
	New
	£0

	Total Revenue
	£2,022,900
	+32.9%
	£1,530,000

	Operating Expenses
	£2,131,000
	-7.30%
	£2,300,000

	Net Income (Loss)
	£(108,100)
	Significant Improvement
	£(500,000)



Balance sheet
	Item
	Year 2023 (Actual)
	Year 1 (Projected)
	Change

	Current Assets
	
	
	

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

	Accounts Receivable
	£250,000
	£250,000
	±£0

	Property, Plant and Equipment (net)
	£4,330,000
	£4,330,000
	±£0

	Total Assets
	£4,680,000
	£4,780,000
	+£100,000

	Liabilities and Shareholders' Equity
	
	
	

	Current Liabilities
	
	
	

	Accounts Payable
	£300,000
	£200,000
	-£100,000

	Total Current Liabilities
	£300,000
	£200,000
	-£100,000

	Long-Term Liabilities
	
	
	

	Long-Term Debt
	£3,000,000
	£3,000,000
	±£0

	Total Liabilities
	£3,300,000
	£3,200,000
	-£100,000

	Shareholders' Equity
	
	
	

	Retained Earnings
	(Deficit) £1,380,000
	£180,000
	+£1,560,000

	Total Shareholders' Equity
	(Deficit) £1,380,000
	£1,580,000
	+£200,000

	Total Liabilities and Equity
	£4,680,000
	£4,780,000
	+£100,000



Cash flow statement
	Item
	Amount

	Cash Received from Customers
	£2,206,800

	- Change in Accounts Receivable
	£45,975

	Net Cash from Customers
	£2,160,825

	Cash Paid to Suppliers and Staff
	£2,043,650

	+ Change in Accounts Payable
	£26,275

	Net Cash Flow from Operations
	£143,450





[bookmark: _Toc167560175]Challenges and mitigation of challenges
The Urban Heights Hotel is in a difficult position to begin and implement a plan to turn things around after years of deterioration. The hotel is able to identify opportunities and methods for adding value that benefit guests while still making a profit. The strategy's main goal should be adding value for the hotel when it comes to reaching out to market (Davahli et al, 2020). Platforms like dynamic pricing and online booking agents, for instance, might assist the hotel in entering the market and turning a profit. The Urban Heights Hotel should monitor their supplies, make staff more productive, and reduce expenses when it comes to cost management. One must concentrate on branding and marketing if he want to succeed in the market. Social media, a website, and a group can all be helpful in these situations (Rhou and Singal, 2020). Differentiating names across several domains, such amenities, is probably beneficial for the hotel. Financial management includes paying off debt and forecasting revenue, expenses, payments, and receipts in great detail. The Urban Heights Hotel will have an easier time coming up with a strategy to make things better and prioritize things (Akron et al, 2020). In order to get a competitive advantage and expand in the dynamic hospitality sector, this strategy will need to establish objectives, allocate resources, and routinely monitor the work and outcomes.


[bookmark: _Toc167560176]Conclusion
At this point, the Urban Heights Hotel is not sure what to do with its future. This research looks at many areas of the business, including how it makes money, how it markets itself, how much it costs, and how it makes money. Focusing on its SWOT issues and making the most of its current resources will help the hotel deal with the problems that are hurting its operations and open the door to new opportunities. There is still hope for the Urban Heights Hotel if it works hard, understands, and sets a goal. 
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