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Executive Summary 
From the analysis of Urban Heights Hotel, it can be demonstrated that total revenue of the company has reduced, expenses have risen, and profitability has dipped in the last three years. Reasons for such turn downs include external economical pulls, increasing operating costs, increasing force in the market. In order to counter these challenges, the following is a proposed strategic model for managing turnaround. This strategy involves revenue generation and control, immediate organizational development, marketing, and revenue generating services such as holding of special events for corporate entities. The strategies below are specific, time-bound and tied to a particular role/position to enable the systematic management of the hotel’s financial and operational challenges. Thus, if this strategy is implemented properly, Urban Heights Hotel can improve its financial performance, bring back the company to the competitive level in the hospitality sector, and achieve its sustainable development goals.



Table of Contents
1.	Introduction	4
2.	Overview of case study	4
3.	Trends and patterns in the urban Height Hotels financial performance (Past 3 years)	4
3.1	Revenue ratio	5
3.2	Expenses ratio	5
3.3	Profitability ratio	6
3.4	Liquidity ratio	6
3.5	Solvency ratio	6
4.	Key reasons behind the decline in profitability	8
5.	Turnaround strategy to revitalize the hotels’ financial health	9
6.	Implementation Plan	12
7.	Conclusion	14
Recommendations	14
8.	References	16



[bookmark: _Toc167707551]Introduction 
The Urban Heights Hotel with restaurant, bar and event facilities in an urban setting has experienced a negative trend in revenues, occupancy and customer satisfaction in the recent past. The owner has all the necessary issues concerning the business's sustainability and plans to consult with an expert to assess its financial status and determine further possibilities for improvement. The scope of this report involves evaluating the hotel's financial situation for the past three years, identifying the factors that led to reduced profitability, recommending the best strategies to rejuvenate its financial position and standing or, if the worst has happened, ascertaining the best financial position for the owner.
2. [bookmark: _Toc167445016][bookmark: _Toc167707552]Overview of case study 
Urban Heights Hotel becoming inclusive in terms of their accommodation services in the common city of the UK. The hotel contains the expansion and extensiveness to facilitate services to provide convenience towards their customers. Furthermore, urban height hotels are concerned with the evolution in developing the small and cosy urban hotels by chaining in the transportation services, location and as per the needs of the travellers. However, the themes of urban tourism are essential and important for the public living in urban areas and want some outings (Li et al., 2021). Urban Hotels involves a high-quality and exemplary management team which provides all the necessary facilities and services to the customers. The management team includes housekeeping, a front desk officer, food and beverages, and a maintenance department etc. comparatively urban hotels are placing their market position so that it becomes a point for tourists and travellers to explore the urban areas and have a place to stay in their hotels with excellence services (Fang et al., 2019). 



3. [bookmark: _Toc167445017][bookmark: _Toc167707553]Trends and patterns in the Urban Height Hotels financial performance (Past 3 years)
Income statement
[image: ]
Balance Sheet

[image: ]

3.1 [bookmark: _Toc167445018][bookmark: _Toc167707554]Revenue ratio
The above table of balance and income statements reflects the financial position of the Urban Height Hotel. However, the balance sheet reflects that Urban hotels have faced declines in these past 3 years. However, in 2021, £2,500,000 whereas, in 2022 the financial position decreases by 300,000 (Furlan et al., 2019). Comparatively in 2023, the revenue was recorded as around £1,800,000 which shows that around1,500,000 decline was measured. Constantly, the Urban hotel is dropping its revenue. However, this declining trend shows major obstacles to the hotel's revenue, including lower occupancy rates or consumer spending. To change this pattern, Urban Heights must immediately create a strategic turnaround strategy focused on increasing revenue streams, improving efficiency in operations, and increasing customer happiness.
3.2 [bookmark: _Toc167445019][bookmark: _Toc167707555]Expenses ratio 
In evaluating the expenses ratio urban hotel has devastatingly increased their expenses over the past three years. However, in 2021 the expense ratio was £1,800,000, whereas, in the year 2022, the ratio increased by 200,000 which shows the damage towards the hotel. In contrast in 2023, the ratio increased by 300,000. This reflects that the hotel expenses have drastically increased whereas; the revenue has decreased throughout past years (Sanfelici and Halbert, 2019). The financial position is unstable. To combat this tendency and enhance profitability, Urban Heights must prioritize cost-cutting measures such as resolving supplier contracts, introducing energy-saving efforts, and optimizing operational operations. 
3.3 [bookmark: _Toc167445020][bookmark: _Toc167707556]Profitability ratio 
Urban Heights Hotel's profitability ratio has declined significantly during the last three years. In 2021, the total revenue was £700,000, declining to £200,000 in 2022 and turning into a deficit of (£500,000) in 2023. By recovering profitability, the hotel can ensure its financial stability and viability in a competitive market.

3.4 [bookmark: _Toc167445021][bookmark: _Toc167707557]Liquidity ratio 
	2021
	2022

	2023


	= (£300,000+£150,000)
            £ 250,000
	= (£ 200,000+£100,000)
           £2,270,000
	= (£100,000+£80,000)
          £3,300,000

	= 1.8
	= 1.11
	= 0.6




Liquidity ratios reflect Urban Heights Hotel's capacity to fulfil its short-term debts. A ratio greater than 1 shows that the hotel has enough liquid assets to meet its short-term obligations. However, the decrease in ratios of liquidity points to a significant liquidity strain, notably in 2023, which may necessitate management attention to strengthen cash flow management or lower short-term liabilities (Rolnik, 2019).







3.5 [bookmark: _Toc167445022][bookmark: _Toc167707558]Solvency ratio
The solvency ratio of urban hotels can be calculated by 
Solvency ratio= Total Assets/ Total Liabilities
	2021
	2022

	2023


	=£5,450,000 / £3,250,000
	=£ 5,100,000/£3,270,000
	=£4,680,000/£3,300,000

	= 1.676
	= 1.556
	= 1.418




[bookmark: _GoBack]The solvency ratio reflects that in the past 3 years, urban hotels have increased their assets rather than their liabilities (Berawi et al., 2019).
4. [bookmark: _Toc167707559]Key reasons behind the decline in profitability 
Several factors contributed to the reduction of profitability at the Urban Heights Hotel over the past three financial years influencing the organization's financial stability and viability. 
1. Decline in Revenue
Urban Heights Hotel revenue has been on the decline from 2021 to 2023 and it has decreased to £1,800,000 in 2023 from a higher value of £2,500,000 in 2021. This 28% decrease is thus mainly due to external macroeconomic influences. The prevalence of COVID-19 significantly affected the hospitality industry leading to reduced movement and tourism (Biwota, 2020). Furthermore, consumers have shifted towards new trends such as working from home and virtual meetings hence reducing the number of people booking hotels and usage of event facilities (Toubes et al. 2021).

2. Increase in Operating Expenses
At the same time, operating expenses that had been £1,800,000 in 2021 amounted to £2,300,000 in 2023, as revenue was continuing its decline. This 28% increase in expenses added pressure on the hotel’s expenses which were already stretched. Several factors could explain this rise:


·  Inflation: Increasing prices of consumables and services such as food, utilities and wages have contributed to higher operational costs (Mun and Jan 2018). The issue of inflation has remained a concern across the globe and has impacted all markets.
· Labour Costs: A key challenge has been the availability of labour where there has been a shortage and an inclination towards a higher wage bill (Morosan and Bowen, 2022). This may have led to higher labour costs due to the necessity of paying relatively fair wages to retain or even secure staff members.
· Maintenance and Upkeep: Due to the effect of the depreciation on the property and equipment of the hotel it is evident that costs of maintaining and repairing the assets also rise. Some fixed assets may be old and may need more extensive maintenance or replacement, which might increase operating expenses.

3. Decreased Net Income
The mutual effect of reducing revenue and increasing expenses has led to a decline in net income, in 2021 turning a profit of £700,000 into a loss of £500,000 by 2023. This negative trend shows that the hotel is unable to cover its costs and even if it were able to do so, it would not be generating enough income to make a profit.

4. Liquidity Issues
The liquidity seems to be in a worse position as compared to 2021 where the hotel had £300000 of cash and equivalent, in 2023 it is £100000. Lower cash levels restrict the hotel's capacity to meet short-term liabilities and embark on needed upgrades or advertising. The trade receivables have also reduced from £150,000 in the year 2021 to £80,000 in 2023 implying that the business activity is coming down as well as there are issues with recovering their dues.

5. Real-World Economic Factors
Apart from the pandemic, some other factors in the actual economic environment have affected the performance of the hotel. The generally poor economic environment which has resulted in low consumer expenditure and corporate expenditure cuts has negatively impacted non-essential spending in travelling and occasions. Further, political instabilities and supply chain issues have escalated operational risks and expenses (Kumar, 2024).

6. Market Competition
Rising competition threatens different types of accommodations, and price competition has become particularly acute due to the presence of platforms like Airbnb and budget hotels. Urban Heights Hotel might have had some difficulty in carving a niche and keeping its prices relatively low while at the same time manoeuvring to cover higher operating expenses.
5. [bookmark: _Toc167707560]Turnaround strategy to revitalize the hotels’ financial health
Strategy: Revenue Diversification via Special Occasions and Corporate Events
As a strategy for change and upon realizing that Urban Heights Hotel has reached optimum occupancy levels, proposing shift in the income generating activities that would diversify the revenues from corporate events and other special occasions could be considered as a viable and possibly lucrative choice. It utilizes the hotel base while targeting high-margin niches that, in return, can guarantee solid cash inflows (Allens et al. 2022).
Corporate Events
·  Infrastructure Upgrade: To invest in the technological improvement of the conference room and other meeting facilities through the procurement of projectors, sound systems, wireless internet connection and any other related technology (Chang and Lebdioui, 2020).
· Marketing Campaign: Establish promotional strategies and techniques that are targeted at attracting corporate guests to the hotel; stress on various features of the hotel that meet business requirements.
· Partnerships: Enter into agreements with the business people in the area to provide package services in the provision of accommodation, meeting halls and food (Berrett and Holliday, 2018).
· Service Quality: Get professional staff for training on corporate event management so that they can deliver quality services.
Special Occasions
· Event Spaces: Refurbish and beautify rooms for occasions like weddings, parties, and other festivities.
· Custom Packages: Develop event meal and entertainment services that can be bundled and promoted to clients (Kim et al. 2019).
· Collaborations: Engage event organizers, florists, and photographers so as to package a fully inclusive event.
· Promotion: Ensure the hotel is marketed for use in special occasions through social sites and wedding websites (Rady et al. 2021).

Financial Projections
Initial Investment Costs (First Year)
	Infrastructure Upgrade
	£200,000

	Marketing Campaign
	£50,000

	Partnership Development
	£10,000

	Staff Training
	£20,000

	Total Initial Investment
	£280,000



Projected Revenue Increase (Second Year Onwards)
Corporate Events:
	Number of Events per Year
	50

	Average Revenue per Event
	£10,000

	Total Annual Revenue
	£500,000



Special Occasions:
	Number of Events per Year
	30

	Average Revenue per Event
	£15,000

	Total Annual Revenue
	£450,000

	Total Projected Annual Revenue
	£950,000



Operational Costs (Second Year Onwards)
	Additional Staff Salaries
	£150,000

	Maintenance and Supplies
	£50,000

	Marketing and Promotions
	£30,000

	Total Annual Operational Costs
	£230,000



Net Annual Profit Projection
	Total Annual Revenue
	£950,000

	Total Annual Operational Costs
	£230,000

	Net Annual Profit
	£720,000



Financial Analysis
Return on Investment (ROI)
	Initial Investment
	£280,000

	Annual Net Profit
	£720,000

	ROI in First Year
	(£720,000 - £280,000) / £280,000 = 157%



Break-Even Point
	Initial Investment
	£280,000

	Monthly Net Profit
	£60,000

	Break-Even Point
	£280,000 / £60,000 ≈ 4.7 months



6. [bookmark: _Toc167707561]Implementation Plan 
	Objectives 
	Action steps 
	Timeline 
	Responsible party 

	Immediate Financial Stabilization	
	· Perform operational audits, execute energy-effective practices
· asses staffing levels and timetables, cross-train worker	
	5-6 months 
	· Operation manager 
· HR manager 

	Cash Flow Management
	· Discuss with creditors to submit payments or spread credit terms	
· Arrange and defer non-critical expenses
	5 months 
	Finance manager 

	Operational Improvements
	· Invest in staff training 
· Assign a budget for important upgrades and repairs 
	7-8 months 
	Facilities Manager 

	Strategic Marketing Initiatives	
	· Improve social media engagement 
· Reevaluate services and target markets 
	8-9 months 
	Marketing Manager 

	Revenue Diversification	
	· Build packages for social and business events 
· Promote the hotel as a venue for special occasion 
	· 1 year 
	Event manager 

	Financial Viability Assessment	
	· Find out restructuring options 
· Recognize non-core assets and prepare for sale 
	· 8-9 months 
	Finance Manager 


The goal of this implementation plan is to fortify Urban Heights Hotel's foundation, especially regarding its financial position, organizational structure, and competitive standing. By following the timeline as well as providing clear accounts of responsibilities for each member of the hotel, the hotel can systematically overcome its financial and operational problems. The plan entails short-term measures to address the company's cash crisis through operational cost-cutting and improving cash flow while making other recommendations to investigate service delivery and innovation, human resource development, and strategic marketing as long-term initiatives. Further, revenue diversification courses through the hosting of events and partnerships will also escalate growth. A strong implementation of this strategy should be expected to lay the foundation for the gradual return of the hotel to profitability while regaining its lost market position.
7. [bookmark: _Toc167707562]Conclusion 
By analyzing the financial statement of this firm, it is evident that Urban Heights Hotel is experiencing a decline in its revenues, rising operating costs and falling profitability. Nevertheless, several factors have been deemed responsible for this decline, such as external economic forces, the attainment of higher costs, and rivalry from other players. The proposed plan incorporates a turnaround plan, which can be divided into three key objectives: improvement of the firm's immediate financial position, operational enhancements, and strategic marketing interventions. The strategic plan outlined in this paper comprises operational audits, staff optimization, marketing strategy, and revenue generation. The rationale used in the implementation strategy involves mapping out clear roles and next steps to ensure a systematic action plan. According to this plan, it will be possible for Urban Heights Hotel to take care of all its current problems, improve the quality of services it offers, and achieve sustainable financial and market success.
Recommendations:

On the basis of the evaluation of financial condition of Urban Heights Hotel, the following set of measures is suggested to be adopted: short-term measures aimed at the achievement of timely financial recovery, measures of operational improvements, and measures that can result in diversification of the revenue sources. This involves conducting operational audits, ensuring adequate staffing to support activities, investing in infrastructure and acquiring partnerships to host activities. It is also necessary to mention that the customers regard the choice of products and a significant increase in marketing aimed at corporate clients and other important events. By implementing the mentioned recommendations thoroughly, the management of Urban Heights Hotel can manage to overcome most of the financial risks, control expenses, restart the growth of profitability, and strengthen its competitive position in the sphere of hospitality services.
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