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Executive summary
Urban Heights Hotel is one of the urban landscape hotels in which the bar, restaurant, and other services are present. The hotel faced the significant challenges like the revenue challenge, profitability, solvency, operating expenses, and solvency. The key reason behind the decline in revenue are the COVID-19 pandemic, the increased number of competitors, and high operating expenses due to ineffective cost management. The pressure of inflation significantly affects the wages, utilities, and other operating costs of the hotel. Moreover, the turnaround strategy allows Urban Heights to develop effective marketing activities to meet customer demands. Urban Heights needs to analyze its competitors to identify the areas of improvement and its strengths.
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[bookmark: _Toc167661818]Introduction
The Urban Heights Hotel is located in an urban landscape that is a bar, and restaurant and also provides the event facilities to their guests. In recent years Urban Heights has experienced loss, in which they face a decline in revenue challenge, poor customer satisfaction rate, and low occupancy rate. The owner of the Urban Heights Hotel is concerned about the hotel's finances, and he assists me by analyzing my expertise in business to enhance the growth of the business by using the appropriate turnaround strategy in their business. The report will discuss the trends and patterns of urban heights, and the hotel's financial performance from the previous three years which discuss the hotel's revenue, expense, profitability, liquidity, and solvency. The report also explained the key reasons behind the hotel's profitability decline and the hotel's turnaround strategy with appropriate finance. In the end, it will conclude the overall report.
[bookmark: _Toc167661819]Trends and Patterns in Urban Heights 
Urban Heights Hotel has had significant trends and patterns in the previous few years. In Urban Heights hotels there is increasing booking rates are high, particularly bookings are high in the festival seasons or during vacations. These indicate that urban heights are growing increasingly. Therefore, the demand for hotels is also increasing. In the Urban Heights hotel, it seems that bookings of hotels are mostly by business travelers because the hotels are located in a strategic area with high-level facilities that easily grab corporate customers. Moreover, feedback is one of the significant strategies to enhance the business (Sejati et al, 2018). The feedback allows the customers to share their experiences and tell the hotel about their weaknesses, so the hotel management needs to enhance their hotel services. In the Urban Heights hotel, the hotel management also introduced a feedback system in their hotel and got complaints about the hotel sometimes (Budović et al, 2020). The complaints that come from the hotel guests are the pricing issues like the price of the hotel being high and the services are also high of the hotel (BBC News, 2016).
As a response to received feedback Urban Heights is effectively addressing customer issues to enhance the overall customer satisfaction rate. The hotel has identified that pricing is a significant issue the hotel management is exploring different strategies and offering competitive prices without impacting the quality of services. The hotel is working to offer packages during off-seasons and developing loyalty programs for the customers (YABANCI, 2023). Urban Heights is making strategies to train its staff for an effective service delivery process. To further enhance customer experience Urban Heights is focusing on upgrading its services by introducing new services needed for business travelers and other tourists (BBC Bitesize, 2024). The hotel is focusing on expanding its conference rooms including more recreational options to attract a wider range of customers. The hotel is continuously taking feedback from guests to further refine their services. It will enhance the hotel's reputation as the go-to choose for travelers achieve sustainable growth and enhance customer loyalty (Kim et al., 2020).
[bookmark: _Toc167661820]Financial performance over the past three years 
[image: ]
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[bookmark: _Toc167661821]Revenue
The Urban Heights Hotel's revenue from 2021 to 2023 represents that there is a downturn trend. The revenue of the hotel declined from the year 2021 to 2023 is £2,500,000 to £1,800,000. This shows that there is a 28% decrease in revenue from the past three years. The decrease in revenue is due to different challenges that the Urban Heights hotel faces. The COVID-19 pandemic is one of the biggest challenges that the hospitality industry faces, during the pandemic hotel bookings have been reduced and somewhere have been banned so this was the major challenge of that decline in revenue (Klein et al, 2020; Halder, 2021). The other challenge for the decline of revenue is in the hospitality industry there is an increasing number of hotels or also other accommodation areas are also available that are alternatives to hotels (Alrawadieh, Alrawadieh and Cetin, 2021).
[bookmark: _Toc167661822]Operating Expenses:
From 2021 to 2023 the Urban Heights hotel operating expenses increased from £1,800,000 to £2,300,000. This represents that the hotel operating expenses have risen to 28%. The high operating expenses and the revenue represent that the hotel is at a loss and behind this there was a critical challenge that the hotel industry faced (Enache and Srivastava, 2018). Cost management is one of the major challenges that the hotel faces the hotel needs to manage its cost effectively. Moreover, inflationary pressure is another issue that the hotel faces (Carswell, 2017). Inflationary pressure affects utilities, wages, and other miscellaneous expenses (Leijonhufvud, 2019).
[bookmark: _Toc167661823]Profitability:
The Urban Heights Hotel's profitability expenses have decreased over the past 3 years. The net income of the Urban Heights Hotel decreased from £700,000 to £200,000 from 2021 to 2022. Moreover, the net loss of the hotel in 2023 was £500,000. The issue for the decrease of the hotel is the margin erosion (Aydoğmuş et al, 2022). The Urban Heights Hotel's profit margin decreased significantly because it decreased from healthy profits to unhealthy profits. This represents that hotel operation expenses were not maintained properly (Alarussi et al, 2018). Moreover, the other issues that can be considered are revenue expense mismatch. The revenue gap and the expense represent that the hotel's operational costs are not aligned properly. 
The liquidity of Urban Heights Hotel in the previous three years from 2021 to 2023 was analyzed, in which it seems the liquidity of the hotel has reduced from £300,000 to £100,000, which represents is decrease in liquidity. Moreover, it is also shown in the table that the receivable account also decreased from £150,000 to £80,000, which shows that the hotel faced several issues during the generation of revenue. This challenge may be due to various reasons, in which one of the significant reasons for the decline is cash flow management (Tripathi and Dixit, 2020). If the business maintains the cash flow management, then it will raise the liquidity of the business. Furthermore, credit policy is another reason for the challenge of hotel liquidity (Adrian et al, 2017). The hotel policy should be designed as the sales and receive the amount on time. The strict policies of the sales and receive amount help to maintain the business (BBC News, 2019).
[bookmark: _Toc167661824]Solvency:
The Urban Height’s Hotel solvency represents that over the past three years, there has been a weakening. The assets of the hotel over the past three years decreased that is £5,450,000 to £4,680,000. Moreover, the total liability of the hotel was increased from 2021 to 2023 that is from £3,250,000 to £3,300,000. The equity of the hotel has also declined over the past three years that is from £2,200,000 to £1,380,000.  The issues for this are asset deterioration, liability management, and also financial distress (Rae et al, 2018).
[bookmark: _Toc167661825]Key reasons behind the decline in profitability 
The decrease in revenue is the COVID-19 pandemic, due to the pandemic the hotel industry faces a decline in revenue (Breier et al, 2021). The other reason for the decline of the hotel is the increased number of competitors. In the market there is a maximum hotel, so this was another challenge for the hospitality industry (BBC News, 2023). Moreover, the operating expenses of the hotel are due to ineffective cost management (Andringa et al, 2016). If the hotel maintains its cost management, then the operating expense can be decreased while inflation pressure is also the challenge. The pressure of inflation significantly affects the wages, utilities, and other operating costs of the hotel (O’Leary, 2021). 
[bookmark: _Toc167661826]Turnaround strategy 
The turnaround strategy helped Urban Heights to revitalize the financial health of the hotel and to enhance the hotel's reputation. The turnaround strategy for Urban Heights includes:
· Urban Heights need to conduct thorough market analysis and positioning to analyze primary customers that include tourists, business travellers, local patrons and event planners. The strategy allows Urban Heights to develop effective marketing activities to meet customer demands. Urban Heights needs to analyze its competitors to identify the areas of improvement and its strengths. This information helps in differentiating USPs of Urban Heights that include personalized services, exclusive packages and offers and culinary experiences (Iraldo et al., 2017).
· Urban Heights can conduct a detailed audit to analyze its expenses and eliminate non-essential costs. They can negotiate with suppliers and focus on outsourcing processes for non-core activities to reduce overhead costs. Urban Heigh should implement effective dynamic pricing strategies to enhance room rates on their demands. Urban Heights can provide discounts during off periods to increase occupancy rate and increase rate during on seasons (Söderberg et al., 2017).
· If a hotel is in debt the managers can negotiate with lenders for restructuring debts reducing interest rates and extending repayment methods. Urban Heights should invest in the training of staff and emphasize customer service (Waqanimaravu and Arasanmi, 2020). The managers should consider that hotel staff understand the need to enhance customer experience and satisfy them so that they can re-visit.
· The staff should address malfunctioning hotel equipment and should effectively maintain it to ensure that Urban Heights remains in the best condition (Sarbini et al, 2021). To enhance the overall guest experience Urban Heights can gradually upgrade common areas, guest rooms and event areas. Urban Heights can streamline its operations by implementing best practices related to front desk management, housekeeping and food and beverage services. The hotel can develop standardised procedures to reduce waste and enhance efficiency (Yang, 2016).
· Urban Height also has the option to rebrand itself and market its unique features to attract more customers (Willer, 2022). It can also develop an interesting brand story that reflects with gusts and distinguishes Urban Heights from its competitors. Urban Height can use social media marketing strategies that include Facebook marketing, and Instagram marketing. It can also use digital marketing and online travel agencies to reach the targeted audience. The hotel can develop engaging content to attract more guests the content can include virtual tours and videos (Kaur, 2017).
· Urban Heights can develop loyalty programs so that customers re-vist and offer benefits to loyal customers like discounts, complementary services and early check-ins. It can also implement personalized services for customer preferences by providing welcome amenities and special packages. 
· Urban Heights should develop partnerships with local businesses and cultural organizations to improve the credibility and visibility of hotels in the community. With these partnerships, hotels can implement eco-conscious practices to attract guests. The managers can implement energy-efficient practices, and waste reduction programs and can use local organic ingredients (Lagun, 2023).
Implementing an effective and comprehensive turnaround strategy allows Urban Heights to enhance its financial health and improve its brand image and reputation. The strategy allows Urban Heights to protect a sustainable future.
	Year 1
	Year 2
	Year 3

	Category
	Amount (£)
	Amount (£)
	Amount (£)

	Revenue
	1,200,000
	1,350,000
	1,500,000

	Cost of Goods Sold
	300,000
	320,000
	340,000

	Gross Profit
	900,000
	1,030,000
	1,160,000

	Operating Expenses
	600,000
	620,000
	640,000

	Operating Income
	300,000
	410,000
	520,000

	Interest Expenses
	100,000
	95,000
	90,000

	Net Income
	200,000
	315,000
	430,000

	Other Revenue
	20,000
	25,000
	30,000

	Rent Income
	15,000
	18,000
	20,000

	Marketing Expenses
	50,000
	55,000
	60,000

	Employee Salaries
	250,000
	270,000
	280,000

	Utilities
	40,000
	42,000
	45,000

	Insurance
	25,000
	28,000
	30,000

	Maintenance
	35,000
	38,000
	40,000

	Depreciation
	80,000
	85,000
	90,000

	Taxes
	70,000
	75,000
	80,000

	Loan Repayments
	120,000
	115,000
	110,000

	Dividends
	15,000
	20,000
	25,000

	Contingency Fund
	10,000
	12,000
	15,000



[bookmark: _Toc167661827]Conclusion 
In the past three years, Urban Heights has faced significant financial challenges that include a decline in revenue generation, a rise in operational cost and less profitability. The hotel should implement an effective turnaround strategy for revitalizing its financial health and enhancing its reputation. Market analysis, staff training, and updating amenities are the potential turnaround strategies. To attract customers Urban Heights can adapt to dynamic pricing and implement loyalty programs. Overcoming challenges Urban Heights can grow sustainably and enhance customer satisfaction rate to maintain and develop its position in the highly competitive hospitality sector.
Recommendations
To address financial challenges Urban Heights is recommended to implement various strategies listed below:
· Urban Heights can adjust its operational cost by thoroughly reviewing its expenses, negotiating contracts and implementing energy-efficient technologies and practices.
· The hotel can diversify its revenue stream by collaborating with other organizations, providing special packages and improving its online presence to attract more customers.
· Urban Heights can provide unique and differentiated strategies to provide exceptional services to achieve a competitive advantage.
· The hotel can also enhance its liquidity by strengthening its credit policies and enhancing cash flow management.
These steps allow Urban Heights to enhance profitability and stability.
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Income Statement (in GBP)

Item
Revenue

Operating Expenses
Net Income

2021
£2,500,000
£1,800,000
£700,000

2022
£2,200,000
£2,000,000
£200,000

2023
£1,800,000
£2,300,000
(£500,000)
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Balance Sheet (in GBP)

Asset/Liability
Cash and Equivalents
Accounts Receivable
Property and Equipment
Total Assets

Accounts Payable
Long-term Debt

Total Liabilties

Equity

2021
£300,000
£150,000
£5,000,000
£5,450,000
£250,000
£3,000,000
£3,250,000
£2,200,000

2022
£200,000
£100,000
£4,800,000
£5,100,000
£270,000
£3,000,000
£3,270,000
£1,830,000

2023
£100,000
£80,000
£4,500,000
£4,680,000
£300,000
£3,000,000
£3,300,000
£1,380,000





