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[bookmark: _Toc168308799]Executive Summary
The Urban Heights Hotel is an urban hotel experiencing a decrease in its net profits, customers’ occupancy, and satisfaction rates, thus requiring a financial performance analysis. The budget analysis part considers the revenues, expenditures, profit, liquidity, and solvency for 3 years. Some of the risks considered include; reduced sales revenue, increase in operating costs, COVID-19 pandemic consequences, competitive environment, customer behaviour, and business operation risks. To have solutions for these, a detailed turnaround plan is as follows: Division by market segment, revenue generation diversification, cost management, customer relations’ improvement, financial restructuring and marketing, public relations, and rotational reviews. This systematic strategy entails a multi-faceted policy whose primary goal is to put the profitability map and regain a competitive standing within the hospitality industry. The plan focuses on the key areas of operations effectiveness, customer satisfaction, stewardship of organizational resources, and market penetration.
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[bookmark: _Toc164700895][bookmark: _Toc168308800]Introduction
Urban Heights Hotel, which is regarded as a top-notch hotel nestled in the urban landscape, has distinguished itself for providing services such as accommodation, dining facilities and event hosting for a long time. Nevertheless, the hotel has recently been experiencing a substantive drop in profit, occupancy, and customer satisfaction, the first of which may put its sustainability under doubt. The board director does not only worry about the sustainability of the company but also wants experts to analyse the situation and determine whether a turnaround campaign is possible.

[bookmark: _Toc164700896][bookmark: _Toc168308801]Scope and Objectives
 This assessment aims to achieve the following objectives:
[bookmark: _Toc164700897][bookmark: _Toc168308802]Financial Performance Evaluation
 Carry out an analysis of Urban Heights Hotel's financial performance trends and patterns for the past three years, and emphasise revenue, cost items, and profits. Attention should be drawn to the aspects like liquidity and solvency of the organisation as well.
[bookmark: _Toc164700898][bookmark: _Toc168308803]Identifying Key Causes of Decline
Discover the major causes of the falling profitability and the internal and changing external circumstances like those in real-world phenomena and the current macroeconomic environment.
[bookmark: _Toc164700899][bookmark: _Toc168308804]Developing Turnaround Strategy
 Developing a holistic rundown plan to recover the hotel's finances restore the image and build a long-lasting relationship might be unimaginable. Or present the most complete financial scenario based on the investor's point of view.
[bookmark: _Toc168308806]Financial Performance Analysis and Ratio Interpretation
Income Statement (in GBP):
	Item
	2021
	2022
	2023

	Revenue
	£2,500,000
	£2,200,000
	£1,800,000

	Operating Expenses
	£1,800,000
	£2,000,000
	£2,300,000

	Net Income
	£700,000
	£200,000
	(£500,000)



Balance Sheet (in GBP):
	Asset/Liability
	2021
	2022
	2023

	Cash and Equivalents
	£300,000
	£200,000
	£100,000

	Accounts Receivable
	£150,000
	£100,000
	£80,000

	Property and Equipment
	£5,000,000
	£4,800,000
	£4,500,000

	Total Assets
	£5,450,000
	£5,100,000
	£4,680,000

	Accounts Payable
	£250,000
	£270,000
	£300,000

	Long-term Debt
	£3,000,000
	£3,000,000
	£3,000,000

	Total Liabilities
	£3,250,000
	£3,270,000
	£3,300,000

	Equity
	£2,200,000
	£1,830,000
	£1,380,000



[bookmark: _Toc168308807]Ratio Analysis
To accurately analyse the financial performance of Urban Heights Hotel, we will use key financial ratios: liquidity ratios, profitability ratios, and solvency ratios.
Liquidity Ratios
Current Ratio = Current Assets / Current Liabilities
Current Ratio 2021 = (300,000+150,000) / 250,000 = 1.8
Current Ratio 2022 = (2000,000 + 100,000) / 270,000 = 1.11
Current Ratio 2023 = (100,000 + 80,000) / 300,000 = 0.6
Interpretation
 The current ratio has weakened from 1.8 in 2021 to 0.6 in 2023, indicating a substantial decrease in the hotel’s capacity to cover short-term liabilities with its short-term assets. This weakening reflects deteriorating liquidity, making it tough for the hotel to meet its short-term requirements.
Profitability Ratios
Net Profit Margin = Net Income / Revenue
Net Profit Margin 2021 = 700,000 / 2,500,000 = 28%
Net Profit Margin 2022 = 200,000 / 2,200,000 = 9.1%
Net Profit Margin 2023 = -500,000 / 1,800,000 = -27.8 %
Interpretation
 The net profit margin has declined from 28% in 2021 to -27.8% in 2023. It indicates that the hotel has gone from being vastly profitable to making losses. This noteworthy drop replicates severe matters in revenue generation and/or cost management.
Solvency Ratios
Debt to Equity Ratio = Total Liabilities / Equity
Debt to Equity Ratio 2021 = 3,250,000 / 2,200,000 = 1.48
Debt to Equity Ratio 2022 = 3,270,000 / 1,830,000 = 1.79
Debt to Equity Ratio 2023 = 3,300,000 / 1,380,000 = 2.39
Interpretation
 The debt-to-equity ratio has increased from 1.48 in 2021 to 2.39 in 2023. It indicates a rising reliance on debt funding and a decreasing equity base. This trend advises increasing financial risk and reduced financial steadiness.
[bookmark: _Toc168308808]Discussion of Financial Analysis over Three Years
Revenue Decline
The revenue of Urban Heights Hotel has steadily declined over the three years:
· 2021: £2,500,000
· 2022: £2,200,000
· 2023: £1,800,000
[bookmark: _Toc168308809]Key Reasons for Revenue Decline
Impact of Global Pandemic
  Unquestionably, the current COVID-19 pandemic has affected the hospitality industry on a global scale significantly. The Covid 19 pandemic via regulatory measures, hard and soft closures, and perceived health threats significantly decreased the number of travellers—from whom occupancy rates and revenues significantly derived— among the hotel industry’s customer base (Yu et al., 2021).
Market Competition and Pricing Pressures
 New competitors appeared and they are challenging the traditional hotel industry by implementing the online booking platform, as well as other formats of accommodation such as Airbnb and this has exerted price pressure and market share erosion for traditional hotels (Rivares et al., 2019).
Changing Consumer Preferences
 As a result of economic uncertainties and shifts in consumer preferences, people are spending less on activities such as travelling and prefer to spend the same amount on accommodation hence low demand for hotels (Marques Santos et al., 2020).
Cost Increases
Operating expenses have increased significantly:
· 2021: £1,800,000
· 2022: £2,000,000
· 2023: £2,300,000
Key Reasons for Cost Increases
Inflation and Rising Costs: Broad inflationary factors have raised the overall cost of the materials consumed and services including the costs of energy, food, and maintenance (Weber and Wasner, 2023).
Labour Costs: the operating costs have gone up, with wages and labour costs possibly being the main reasons behind the increase, given that shortages are a reality and the need to attract skilled human capital is more pressing than ever (Ntacho and Muba, 2021).
Health and Safety Compliance: The increased cost of operations necessary for compliance with stricter health and safety standards due to the virus outbreak such as additional sanitation, personal protective gear, and modifications to premises has been cited (Yu et al., 2021).
[bookmark: _Toc168308810]Implications and Real-World Examples
The decrease in revenues and growth of costs may be attributed to a range of factors that are characteristic of the current trend in the industry as hospitality companies are still working to overcome the losses, they experienced due to the situation with the COVID-19 pandemic. Lloyd’s, for instance, noticed that, since the beginning of the COVID-19 pandemic, Marriott International observed levels of revenues as well as the emergence of new strategic directions and cost-saving measures (Marriott International Annual Report, 2021). Likewise, to reduce the effects of the blow on its profitability stemming from the dwindling demand for travel, Hilton Worldwide undertook several strict cost containment measures and organisational adaptations (Hilton Annual Report, 2021).
[bookmark: _Toc168308811]Analysis
It could also be due to internal factors that affected Urban Heights Hotel in the past three years thus affecting their performance financially. This means that as the comprehensive income decreases, the cost of operation increases hence deteriorating overall profitability, liquidity and solvency ratios. To meet these challenges, it is necessary to develop a clear and complex organic restructuring solution based on cost management, search for alternative sources of income, constant improvement of the customer’s loyalty program, and stringent financial management. Integrating the information available in the current literature and real-world experience can help the hotel consider ways of overcoming the existing difficulties and reaching a sustainable level of profitability.
[bookmark: _Toc168308812]SWOT Analysis for Urban Heights Hotel
Strengths
Urban Heights Hotel is situated in the middle of a densely packed city hence it will be ideal for business people or tourists to book a room at this hotel (Flock, 2018). The hotel provides world-class products in terms of landlord rooms and facilities, which will create a good foundation for improving customer services to have repeat business travellers. 
Weaknesses
In the last three years, the annual revenue of the hotel has declined and the cost of operating started increasing thus the reduction of profit and liquidation of the hotel has already started. High operating costs suggest poor operational cost and expense conditions (Moons, Waeyenbergh and Pintelon, 2019). The values of property and equipment have also been depressed over the years, a sign that significant outlay may be needed to update and restore the physical plant.
Opportunities
With the help of the gradual lifting of restrictions in the travel and tourism industry after the COVID-19 infection, there is a prospect of increasing the turnover in the provision of accommodation (Awasthi, Nain, and Roy, 2022). Identifying new and additional sources of revenue from specialities such as event hosting, collaborations with regional vendors, and offering extra services including spa services and health and wellness activities. 
Threats
Due to the ever-emerging hotel chain firms and other accommodation business companies have threatened the hospitality industry chain with new entry and other novelties in the market, leading to challenges in price and occupancy pressures (Farronato and Fradkin, 2022). Recurrent shifts in economic status may influence buying power and travelling habits which may consequently influence hotel earnings. 
[bookmark: _Toc168308813]Justification of Turnaround Strategy Using SWOT Analysis
[bookmark: _Toc168308814]Market Analysis and Positioning
Strength – By locating their business strategically in one of the busy urban areas and being established, Strength – From this locate, Urban Height Hotel can conduct research and position itself well. This relates to being specific and specific with marketers, such that, corresponds with the marketing opportunity of a recovering travel market (Opportunity).
[bookmark: _Toc168308815]Revenue Diversification
Here, the identified strategy of the hotel to diversify the sources of income communicates the hotel’s weakness of a decline in financial performance (Weakness) and the strategic management’s priority of the opportunity to offer new services and partnership networks (Opportunity). This can reduce the probability of intense market competition (Threat) by enabling the hotel to set itself apart through a variety of specialities.
[bookmark: _Toc168308816]Cost Optimisation and Efficiency Improvements
cost optimisation can be seen as the number one reason to choose continuous improvement as a strategy because continuous cost reduction and efficiency improvements are likely to help BT deal with fluctuating markets and remain competitive in the business and economic environment.
[bookmark: _Toc168308817]Customer Experience Enhancement
The Solution of staff training and the renovation and improvement of the physical facilities creates a stronger Statement of increasing dissatisfaction from the guests due to outdated buildings and structures (Weakness). Hence, it capitalises on strengths, being quality accommodation and services that can help improve the reviews and hence more business for the hotel.
[bookmark: _Toc168308818]Financial Restructuring and Debt Management
To mitigate the problems depicted in the section, the hotel has the opportunity to restructure its debt and efficiently manage its financials in a bid to pull out of financial decline and poor liquidity (Weakness). This strategy corresponds to the opportunity to diversify funding sources and to guarantee the financial sustainability of the NFP.


[bookmark: _Toc168308819]Conclusion
This report finds that Urban Heights Hotel has suffered these problems over the last three years, including receivable low sales revenue, increased expenditure, and poor profitability. This report prepares the evaluation of its financial statements and presents an understanding of the key factors that trigger the decline of the hotel in terms of its revenues as well as the increase in its operational costs, and environmental factors such as COVID-19 and high competition. To solve these problems, a clear and specific turnaround plan which includes market positioning, source of income diversification, cost control, customer satisfaction improvement, balance sheet reorganisation, marketing strategies and tactics, social responsibility, and evaluation has been included. 
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