BMIH5007
Financial Management for the Hotel Industry
Business Report 
Assessment 2



Student name: Silvia Karova
Student ID: 2221481
Lecturers name: Tristan Hawkins
Word count: 1891
















Table of Contents
Introduction	3
Evaluation of the trends and patterns in Urban Heights Hotel’s financial performance	4
Identification of the key results behind the decline in profitability	5
Development of a comprehensive turnaround strategy	6
Conclusion	8
Recomandation……………………………………………………………………………………9
Reference list	10






[bookmark: _Toc166161576]Introduction 
The purpose of this report is to evaluate the financial performance of Urban Heights over the past three years. This resort with restaurant, bar and event facilities provides related services to the customers. It has been acknowledged that the resort has experienced a decline in revenue, occupancy rates and customer satisfaction. According to the requirement of the task for providing information to the owner, trends and patterns in Urban Heights Hotel’s financial performance over the last 3 years will be evaluated. Focus will be given on revenue, expenses, profitability, liquidity and solvency. Reasons behind the decline in profitability will be identified taking into consideration about real-world events and the current economic. A comprehensive turnaround strategy will be developed for the prospect of revitalizing the hotel’s financial health and restoring its reputation.



[bookmark: _Toc166161577]Evaluation of the trends and patterns in Urban Heights Hotel’s financial performance 
It is significant for any sort of organisation to evaluate the financial performance so that necessary measures can be undertaken if any discrepancy found, said by Hasibuan (2023). It has been acknowledged from the information of Urban Heights Hotel that there was continuous decreasing orientation of revenue over the past 3 years. In 2021, the company made revenue of £2,500,000. The revenue was £2,200,000 and £1,800,000 in 2022 and 2023. It has also been evaluated that operating expenses were high over 3 years. As a result, net income was also decreasing from 2021 and the company could not make profitability in 2023 as it experienced net loss. It can be evaluated from the financial information that the company would not decrease operating expenses properly for which of vitamin d after his best was not up to the mark. 
According to the orientation of understanding profitability, liquidity and solvency ratios can be calculated and analysed here to understand the scenario. 
Net profit margin: Net profit margin is the profitability ratio through which it can be acknowledged about the profitability made by the organisation after meeting all sorts of expenses (Mohana, 2021). Net profit margin of Urban Heights Hotel was 28% 9.09% and -27.77% respectively from 2021 to 2023. It can be acknowledged from the evolution of net profit margin that the company could not generate profitability in 2023. There was decreasing aspect from 2022. It is certain that the shareholders would not be satisfied with the performance obtained according to net profit margin. The company would not reduce its operating expenses according to the profession of its revenue. This was the main reason behind the decreasing orientation of net profit margin. 
Current ratio: Current ratio is the liquidity ratio which is measured for understanding theory capability of the business to meet its short-term debt obligation (Fridson and Alvarez, 2022). Current ratio has been measured for Urban Heights Hotel from 2021 to 2023 respectively. It has been found that the ratio was 1.8, 1.1 and 0.6 for 2021, 2022 and 2023 respectively. It can be acknowledged from the ratio analysis that the company was not in better liquid deposition in 2022 and 2023. Even the output was not satisfactory in 2021 also. The company had more current liability in 2023 for which the liquidity position was not up to the mark. It can be acknowledged from the overall scenario that Urban Heights Hotel could not maintain decorative effectively to meet short-term debt obligations with its liquid assets. 
Debt to equity ratio: According to Munandar et al. (2023), debt to equity ratio is measured for the purpose of understanding the capital structure of the business. It shows the proportionate orientation of debt and equity in the capital structure. The ratio has been calculated for Urban Heights Hotel from 2021 to 2023. It has been found that the ratio was 1.47, 1.79 and 2.39. From the calculation, it can be stated that the company had more debt in the capital structure. The company had higher debt in 2023 for which the capital structure did not show better deals in that year.
[bookmark: _Toc166161578]Identification of the key results behind the decline in profitability 
Lim and Morris (2023) said that it is significant for the organisation to identify the possible results and actual word events for the respect of understanding why profitability of the business gets decline. Because of it is necessary to improve financial health of the business so that the purpose of improving profitability and developing overall is the scenario can be successful. 
Financial performance has been evaluated of Urban Heights Hotel over the past three years. The owner of the business is concerned about the future viability of the business. According to the performance analysis, 
Higher expenses: There were higher operating expenses for the organisation over the past 3 years for with the company could not cope with the requirement of making profitability for satisfying the shareholders. Higher expenses where the main reason buying the discrepancy of the financial performance of Urban Heights Hotel. 
Higher inflation: The economic scenario of the UK was not effective because of there was higher inflation rate. Coelho, Jayantilal and Ferreira (2023) claim that organisation performing business in the hospital industry could not determine effective deal for having higher costs. Chen et al. (2023) claim that purchasing power of individual and organisation got reduced for with there was deficiency in making profitability. Even consumers are not attracted enough to obtain facilities because of they did not have enough money to hand. 
Reduced travel demand: There was lower demand from the individuals which was another possible reason behind the decline in profitability of Urban Heights Hotel. Economic orientation was not up to the mark for which individuals were not affected enough to make travel and stay in resorts. Ognjanovic, Dzenopoljac and Cavagnetto (2023) arguably claim that they are subjected to travel lace for which occupancy rates of the organisation got decreased. Even the organisation would not be able to obtain expected room revenue. 
Rising of sharing economic platforms: There are certain platform which have got developed including Airbnb. The orientation has increased competition in the industry. Even consumers appreciate the process because of they have the intention to deal with budget-oriented services. This was one of the prior reasons also for declining profitability of Urban Heights Hotel over the past 3 years (Coelho, Jayantilal and Ferreira, 2023). 
Over supply of hotel rooms: There was lower occupancy rate and price for which the industry comprised of oversupply life of hotel rooms. This was also another key reason behind the decline in profitability of Urban Heights Hotel over the past 3 years.
Inefficient operations: The management of the organisation could not determine better operation for which the profitability of the business was not up to the mark. There might be poor staffing level and ineffective marketing strategies which could lead to higher cost and lower revenue.
Failed to adapt to changing guest preferences: Guest expectations are evolving significantly and it is necessary to adapt the preferences accordingly. It might be another reason behind the decline of profitability of declining profitability of Urban Heights Hotel over the past 3 years. The organisation could not be deal with the context according to the changing patterns hand deals.
[bookmark: _Toc166161579]Development of a comprehensive turnaround strategy 
According to the requirement of the task, comprehensive turnaround strategy is developed here for the purpose of improving financial scenario of Urban Heights Hotel.
Implementing dynamic pricing strategies: According to Shin, Vaccari and Zeevi (2022), the organisation should determine dynamic pricing significantly as per the orientation of solving the issue. Room rates must be adjusted on real time demand according to the rendition of understanding the scenario. Revenue management software can be used in that case to maximise the opportunity. Determining dynamic pricing strategy can be significant for attracting guests during slower periods.
Focusing on cost control measures: Cost control measures must be significant as per the aspect of solving the financial issue of Urban Heights Hotel. Contracts with suppliers must be renegotiated accordingly in that case. Staffing levels must be reviewed for the prospect of understanding efficiency. Even energy saving measures must be explored to reduce overall operational expenses.
Developing unique selling propositions: It is recommended to the firm and to identify and highlight Pacific attraction from the hotel. Sudirjo (2023) claims that proper marketing activities and promotional campaigns should be conducted in that case to develop unique selling propositions. This can be an effective measure for the organisation to deal with the context and solve the issue. 
Focusing on digital marketing: It has been acknowledged that the organisation could not be effective in terms of performing professional activities. It is recommended to the focus highly on digital marketing activities for the prospect of enhancing reach. Social media marketing activities should be initiated significantly as they are will be greater deals in obtaining more customers. Even social media marketing approach is less costly than traditional marketing orientation which will be very significant for the business. 
Investing in guest experience enhancements: The organisation should focus on making higher investment over the guest experience. Because of preferences of the travellers are evolving and it can be an effective deal for the organisation to understand the changing needs and demands of the consumers (Shin, Vaccari and Zeevi, 2022). 
Considering niche markets: The organisation should consider and target specific guest pigments from the prospect of enhancing occupancy rates and revenue. Significant offers must be tailored in that case appropriately and marketing activities should be conducted according to the preference shares of the individuals.
Conducting regular operational audits: As per the context of solving operational inefficiency issue, regular operational audits must be conducted for the prospect of identifying areas for improvement. Technology must be leveraged significantly according to the orientation of optimising staffing for better efficiency. Even performance measures of the employees must be determined effectively for the purpose of understand the issue of the individuals. 
Analysing guest feedback: Feedbacks of the guests must be analysed effectively according to the orientation of improving the overall scenario. Efficient performance can be delivered to the individuals in that case through which better values and insights can be determined.
[bookmark: _Toc166161580]Conclusion 
This study conducted ratio analysis to measure the performance of business. According to the ratio analysis, the profitability of the business was declining gradually and it turns to negative position. In addition, this liquidity position of the business also addresses that the business cannot over its shorts term debt by short term assets. As a result, this business needs to focus on provided suggestion. The management first needs to focus on cost leadership strategy to reduce the cost and increase the profitability. Even the management also needs to covert the receivable and inventory into cash as soon as possible. Finally, this report presents that the condition of business is not very much well so it needs to change the current strategy. 

Recommendations 
· This study suggests to the management to focus on improving profitability by reducing the cost. As a result, the firm needs to focus on cost focus strategy to reduce cost. In addition, this firm also can reduce non-operating cost to increase profitability. 
· This study also suggests to the management to improve the liquidity position of the business. As a result, the management needs to focus on reducing receivable and inventory turnover in days. Since, the receivable and inventory are part of current assets but the firm needs cash to maintain the operating cost. 
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