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Executive Summary
This report analyses the financial position of Urban Heights Hotel and lays down recommendations for exactly what needs to be done to arrest a poor run by the hotel. Analyzing Table 4, the financial performance of the hotel, the revenue is declining from £2,500,000 in 2021 to £1,800,000 in 2023 and operating expenses are growing resulting in a net operating loss of £500,000 in 2023. Some of the issues that may arise are operational evils, strategic in-compatibility, customer dissatisfaction, and other factors including but not limited to global depression and stiff competition. The ratios computed for the financial performance show a desperate need to institute measures to contain costs and increase revenues. It is also calculated that the liquidity and solvency ratios of the hotel reveal that it is gradually becoming more and more financially unable to meet its short-term liabilities which underlines the need for a proper financial restructuring. The following are parts of the suggested turnaround plan; The efficiency strategies agenda includes the strategies of lean management and technology updates to help decrease operations costs. Public relations revenue enhancement strategies include market positioning, improvement of services offered, and development of other income-generating activities including events, and partnerships. The key strategies of financial restructuring include the management of debts, sourcing for more equity investment, and efficient management of cash streams. Effective management of risks associated with operating in the financial sector will significantly reduce threats to financial and business activity sustainability. Therefore, the following strategies will help Urban Heights Hotel deal with the current financial problems and create a solid base for development. Besides, there is also a proper division of the work in terms of timelines, goals, and objectives for control and monitoring. The plan should delegate tasks and goals to bring new, invigorated life to the hotel’s operations, increase customer satisfaction and move the hotel to a more favourable position in the relevant market. The best strategies will be applied at Urban Heights Hotel to make a financial recovery within a short time and take the amenities of the hotel to another level. 
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[bookmark: _Toc168090002]Introduction
This report analyses Urban Heights Hotel's performance and suggests solutions. The data below shows that the hotel's revenues, occupancy rates, and customer satisfaction have declined over the past three years. This will help evaluate the resort's financial position and trends, the causes of its profitability decline, and measures to recover and improve. This report concludes the hotel's finances from its income statements, balance sheets, and key financial ratios. It also incorporates the risk management method and financial plan from the class, proving that the offered solutions match the course's theoretical findings. This evaluation discusses the external and internal factors that caused the hotel's financial issues and how to avoid them. Finally, this report will guide the hotel's economic recovery and competitive positioning.
[bookmark: _Toc168090003]Financial Performance Analysis
The Urban Heights Hotel's three-year balance sheets show relevant revenues and profitability. Compared income statements and balance sheets for 2021-2023 show the company's primary revenue generation, cost control, and financial sustainability concerns.  
Revenue Trends: Revenue dropped to £1,800,000 in 2023 from £2,500,000 in 2021. This 28% drop indicates client retention issues caused by a variety of variables, from economic conditions to intense competition from other hotels in the same industry. 
Expense Patterns: Despite decreased sales income, operating expenses rose from £1,800,000 in 2021 to £2,300,000 in 2023. It has mostly increased operational expenditures and other expenses without a commensurate growth in operating income, resulting in a net loss of £500,000 in 2023 from a net income of £700,000 in 2021. Increasing labour expenses, maintenance costs, and perhaps low organisational efficiency coefficients are key factors.  
Profitability Analysis: From 2021 to 2023, the net operating margin stagnated while the net income margin fell to a negative number. So cost control and revenue-boosting measures are crucial.
[bookmark: _Toc168090004]Financial Ratio Analysis
Quick Ratio
Table 1: Quick Ratio/ Source: Made by author
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A significant indicator of liquidity, the quick ratio displays a company's ability to cover short-term liabilities with adjustable, liquid assets (Abad et al., 2019). From 1.8 in 2021 to 1.11 in 2022 and 0.6 in 2023, the Urban Heights Hotel's quick ratio decreased. The hotel's 1.80, 2021 current ratio shows strong liquidity. The ratio dropped starting in 2022, indicating a reduced ability of the corporation to cover current liabilities. A major catastrophe occurred in 2023 when the quick ratio went to 0.6. Insufficient liquidity and the possibility that the hotel will not be able to pay its present creditors without selling fixed assets or taking on additional debt are indicated by the fact that there were just £0.60 in liquid assets for every £1 in current liabilities.
Current Ratio
Table 2: Current Ratio/ Source: Made by author
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The current ratio, another liquidity statistic, shows the hotel's worsening status (Abrate and Viglia, 2016). The current ratio was 1.8 at the end of 2021, indicating that the hotel has enough current assets to satisfy its liabilities. Through 2022, the current ratio has dropped to 1.11, indicating that the corporation may struggle to repay its short line of credit. In 2023, the present ratio was expected to drop to 0.6, making the situation even more urgent. This means that the hotel's current assets were insufficient to cover its current liabilities, indicating serious liquidity concerns and raising questions about its short-term obligations.
Debt-to-Equity Ratio 
Table 3: Debt-to-Equity Ratio/ Source: Made by author
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To support company assets, the D/E Ratio contrasts shareholders' equity with debt (Bhimani, 2006). The debt-to-equity ratio of the Urban Heights Hotel increased from 1.48 in 2021 to 1.79 in 2022 and 2.39 in 2023. With £1.48 in debt to £1 in equity, the 2021 sustainability assessment indicates a moderate leverage ratio. Rising to 1.79 in 2022, however, indicated increased debt, increasing the property's financial risk. In 2023, the hotel's debt-to-equity ratio was 2.39 to 1, indicating unsustainable indebtedness. When profitability declines, this high debt-to-equity ratio could make loan repayment more difficult and raise the danger of bankruptcy.
Return on Assets 
Table 4: ROA/ Source: Made by author
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ROA reveals how well a company uses its assets to make money (Jagels, 2007). Urban Heights Hotel's ROA dropped from 12.84% in 2021 to 3.92% in 2022 and -10.68% in 2023. The 12.84% return on assets in 2021 showed high-income asset usage. Company efficiency and profitability will fall by 3.92 per cent by 2022. ROA was -10.68% in 2023, indicating inefficiency and asset underutilization that caused losses. These statistics show that most hotels are unprofitable, producing operational challenges.
Return on Equity 
Table 5: ROE/ Source: Made by author
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Company ROE assesses shareholder equity profitability (Seal, 2019). Urban Heights Hotel ROE fell from 31.82 in 2021 to 10.93 in 2022 and -36.23 in 2023. The firm's 2021 31.82 % ROE was profitable and shareholder-friendly. The hotel was profitable despite a big dip from 13.46% in 2021 to 10.93% in 2022. Operations lost more than shareholders' capital in 2023, with an ROE of -36.23%. Thus, shareholder value is declining, indicating the hotel is financially weak and cannot make enough money.
[bookmark: _Toc168090005]Identification of Key Issues
Urban Heights Hotel's financial decline can be attributed to a combination of external and internal factors, each contributing to the overall deterioration in its performance.
[bookmark: _Toc168090006]External Factors
Economic Downturn: The financial crunch has reduced demand for unnecessary products and services, making the hotel industry risky and sensitive.  This has reduced hotel income as guests stop visiting (Wild, 2018).  
Increased Competition: Increased accommodation class choices, and hotel segmentation to economy-class hotels have increased industrial forces that affect accommodation prices and demand (Tranter et al., 2014).  
Regulatory Changes: Since health and safety regulations became more sophisticated and enhanced the inventive health issue, operating costs increased.  This has increased hotel prices to comply with these laws, hurting its finances (Guilding, 2014).  
[bookmark: _Toc168090007]Internal Factors
Inefficiencies in operations: Research findings summary highlights: Analysis of cost and efficiency. Operating expenses have increased while income has decreased, indicating cost control inefficiencies. These include high labour and maintenance costs without income growth (Fyall et al., 2013). 
Strategic Misalignment: The hotel lacks a strategy to address declining market trends. No efforts are made to find additional revenue streams or adapt the business strategy to market conditions. 
Customer Satisfaction Decline: Over the past year, customer satisfaction has fallen, indicating service quality issues and antiquated facilities that lower occupancy. Hotel guests have reported more negative encounters, discouraging potential customers (Drury, 2021). 
Financial Mismanagement: The numbers show that the corporation over-relied on debt and mismanaged liquidity. The debt-to-equity ratio suggests that the business is dangerous, and the current and quick ratios have declined, indicating that the firm cannot meet its short-term obligations (Ryan, 2015). 
Lack of Technology Investment: The hotel has struggled without contemporary technology and an accounting system to streamline operations and financial records. Poor customer service due to technological stagnation has also led to unsatisfied customers (Walker, 2021). 
[bookmark: _Toc168090008]Risk Management Process
This must be done to stabilize the operating and by extension the financial health of Urban Heights Hotel. It is a systematic process of analyzing risks, controlling and monitoring them and it is classified into assessing, identifying, and managing the risks and financial problems. 
1. Risk Identification: 
Market Risks: Elements of change to market status that influence the factors of revenues and profits. 
Operational Risks: Situations that originate from the internal workings of an organisation, its structures, or by employees’ mistakes. 
Financial Risks: Risks that relate to the hotel’s capital structure and its credit obligations. 
Regulatory and Compliance Risks: Pains identified about observing the set regulations and standards at the local, national, and international levels (Atrill and McLaney, 2021).
2. Risk Assessment: 

3. Defining Risk Management Strategies: 
Risk Avoidance: Elimination of certain exposure that the hotel has: Regarding the methods of risk management one of which is the elimination of such exposure which is usually possible in connection with managing contractual and other organisational risks of the hotel. For example, it mandates investors to avoid certain markets that are characterized by high risk (Alrawadieh et al., 2021). 
Risk Reduction: It is imperative to define certain measures that would help in minimising the effect that could be caused by such problematic circumstances. This could include coming up with better ways of working to produce more and/or reduce costs such as through setting better methods of performing business (de Bastos, 2023). 
Risk Transfer: The last two areas are outsourcing, that is, depriving one company or a person of direct control over some operations and purchasing insurance to become liable for particular probable failures (Ivanov and Zhechev, 2012). 
Risk Retention: Assuming in certain operations and situations the impossible, unwise, or uneconomic risks to reduce, minimize, or transfer. This comprises making adjustments for the amounts that would be used to meet the liabilities through provision for doubtful debts (Seal, 2019).
4. Implementing and Monitoring Risk Management Strategies: 
Implementation: It is important to state in detail how each of the stated strategies is going to be implemented (Wild, 2018). For example, implementing new measures that will reduce operational risks in an organisation. 
Monitoring: Such a case requires constant supervision as a way of verifying whether the formulated strategies can adequately deal with the risks (Bhimani, 2006). To manage the risk, one should analyze the changes in risk indicators based on the regular assessment of financial performance. 
Effectiveness Reporting: Develop a strong reporting system so that the management can be in a position to note the efficiency of the risk management strategies. It outlines that these steps should be carried out frequently so that the risks are well managed (Ivanov and Zhechev, 2012). 
5. Continuous Improvement: 
Feedback Loop: Feedback from the monitoring process should be incorporated to improve the quality of the risk management strategies. 
Adaptation: Always be ready to adjust the approach when it comes to new threats or modifying the existing threats. This may entail revisiting some of the established risk management frameworks and possibly proposing some changes to improve the resilience of the organisational processes (de Bastos, 2023). 
[bookmark: _Toc168090009]Turnaround Strategy
Given these issues, the most effective option to bring Urban Heights Hotel back on track and improve its competitiveness is to create a sophisticated redevelopment strategy. This strategy targets operations, revenues, financial transformation, and risk management.  
1. Operational Improvements: 
Cost Control and Efficiency: The organisation must employ measures to drastically reduce costs. This includes changing supplier terms, workforce needs, and waste reduction. Inefficiencies and waste can be identified and best practices introduced with lean management (Alrawadieh et al., 2021). 
Technology Upgrade: Modern accounting and management software supports operations and produces accurate financial reporting, the third recommendation. Create a CRM system to improve service and client happiness.  
 2. Revenue Enhancement: 
Market Repositioning: To attract more customers, the hotel must reposition itself. Offer deals to business tourists, tourists, and local event planners. Business location, amenities, and customised services are of particular concern (Atrill and McLaney, 2021). 
Service Improvement: Improve service to boost consumer happiness and dependence. To improve their services and visitor relations, service providers should attend training. It involves maintaining and modernising facilities to make consumers and guests pleasant and convenient (Walker, 2021). 
Diversification of Revenue Streams: Offer corporate catering, weddings, conferences, and other events. One must cooperate with local companies and tourism providers to organise strong sales campaigns (Fyall et al., 2013).
3. Financial Restructuring: 
Debt management: To cut pressure, financing costs, and interest rate risk and improve the balance sheet. This could involve renegotiating with credit providers to agree on better payment methods or going to other lending sources to provide concessions like low interest rates and long repayment terms (El Haddad, 2015). 
Equity injection: Increase equity money to strengthen the financial base. It could be about luring new investors or taking advantage of government financial incentives and subsidies for hospitality industry expansion (Tranter et al., 2014). 
Cash flow management: Accounts receivable and accounts payable should be properly recorded. Credit controls should be strengthened to collect payments and manage working capital. 
4. Risk Management: 

5. Justification of methods: Optimise firm resources by improving operations to minimise costs and increase service value. Revenue Enhancement lowers revenue and customer satisfaction to increase revenue and satisfy guests. Sales Management helps the hotel meet its short-term responsibilities by improving its finances. Finally, risk management preserves the hotel's ability to adjust to future circumstances (Abrate and Viglia, 2016).
[bookmark: _Toc168090010]Conclusion
Urban Heights Hotel needs a specific turnaround plan to improve its finances and competitiveness. Company financial performance included revenue decline, growing operating costs, and poor liquidity management. Urban Hotel complains about operational, strategic, and customer satisfaction issues that damage its finances. Operational changes, revenue development, and company reorganisation can assist the hotel overcome these difficulties. Implemented and reinforced risk management practices will protect the company against unpredictability. Strategies include stabilising and increasing profits. With consistent operation and assessment, Urban Heights Hotel may recover and rebuild customer loyalty in this competitive industry. Contemporary financial and risk management theories and research demonstrate that this transition plan can restore the company's profitability.
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Severity and Likelihood: Assess the likelihood of occurrence of each risk and if it will happen, the likely impact that the risk will impose on the organisation. For instance, the market risk may include the economic risk with a high level of an organisation’s vulnerability and moderate to high-risk probability (El Haddad, 2015). 


Quantitative Analysis: To this end, simple financial ratios and historical information are then used to estimate the potential impacts on the company’s finances (Adkhamjonovich, 2023). For example, one may discover that understanding how the prior financial stress events happened and their effects on the revenues and expenses will be useful when searching for risks in the future. 


Enhancing Risk Mitigation: Improving mitigation strategies may necessitate reassessing or revising management procedures for specific risks. Risk management measures must be applied to reduce operations, financial, and market risks (Adkhamjonovich, 2023). 


Insurance: Enough insurance to reduce disasters or legal issues due to negligence or termination of activities. 


Contingency Planning: Emphasise the importance of designing and implementing a strategy to handle a financial catastrophe (Tranter et al., 2014). This includes having emergency funds and creating regular emergency procedures.
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Return on Asset

Net Income Total Assets ROA = Net Income / Total Asset
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