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[bookmark: _Toc167136111][bookmark: _Toc167143799]Introduction:
Financial management is critical for any organisation. It has a significant effect on the success or failure of the business (Tranter et al., 2014). A hospitality organisation must properly control its financial sections in order to maximize its economy. In recent years, the hotel has faced a variety of issues. The report will focus on an intensive examination of Urban Heights Hotel, considering its financial performance, productivity, and overall strategic position to give insights for effective decision-making and prospective changes. This report will determine the causes of such obstacles and losses. Ultimately, a plan of action will be offered to overcome the company's difficulties and problems.
[bookmark: _Toc167136112][bookmark: _Toc167143800]Evaluation of the Financial Performance:
Financial ratios are essential evidence of an organisation's existing financial health (Babajee et al., 2020). To analyze the financial performance of Urban Height’s Hotel, financial ratios can be used. Additionally, revenue and expense trends can give useful insight into the company's financial management strategy. The essential financial variables are examined in the order following:
Revenue Trend
	Year
	Revenue

	2021
	0

	2022
	-12%

	2023
	-18.18%


[bookmark: _Toc167143807]Table 1: Revenue Trend (which is created from a case study)
The hotel's income has been falling since 2021. Its overall sales fell by 12% in 2022, and 18.18% in 2023. The downward tendency has accelerated in the previous four years. It suggests that the hotel's services are in decreased demand. The firm is losing its established and loyal client base, resulting in a dramatic fall in overall revenue. As revenue drops, the company's ability to run will suffer (Jimenez, 2023). 
Expenses Trend 
	Year
	Expense

	2021
	0

	[bookmark: _Hlk167133626]2022
	16.89%

	2023
	[bookmark: _Hlk167133658]13.04%



[bookmark: _Toc167143808]Table 2: Expenses Trend (which is created from a case study)
The expenses of the Urban Height’s Hotel have been increasing trend for the two years. In 2022, the total expenses of the company increased by 16.89%. In 2023, it also increased by 13.04%%. The increase in expenditures decreased the organisation's revenue. The rising trend in costs suggests that the organisation's financial management needs control over its financial activities (Babajee et al., 2020).
 Profitability Ratio 
	Year
	Net Profit Margin

	2021
	28%

	2022
	9.09%

	2023
	-27.79%



[bookmark: _Toc167143809]Table 3: Profitability Ratio (Self made from case study)
The net profit margin is an important profitability ratio. It indicates the part of the total revenue that can be converted into net profit margin after all the expenses like operating cost, and administration cost (Jimenez, 2023). The Urban Heights Hotel’s net profit margin has fallen in the last three years because the total revenue also declined when the total operating cost increased. So, the Urban Height Hotel has lost its profitability. In 2021, it begins to decline the profit margin and in 2023 it meets losses. As a result, the Urban Height’s Hotel’s health become very poor.
Liquidity Ratio 
	Year
	Current Ratio

	2021
	1.8

	2022
	1.1

	2023
	0.6


[bookmark: _Toc167143810]Table 4: Liquidity Ratio Liquidity Ratio (Self made from case study)
The liquidity ratio demonstrates an organisation's ability to fulfil its short-term liabilities with short-term assets (Tranter et al., 2014). Maintaining high liquidity can have an impact on the organisation's financial performance since an important portion of funds or assets remains inactive. The Urban Height’s Hotel had a moderate liquidity level in 2020. However, its liquidity position dropped in 2022 and 2023. It had almost the same level of current assets and current liabilities. In 2023, the hotel has more liabilities than total current assets. Such a situation indicates poor cash management (Babajee et al., 2020). The hotel has taken an excessive number of short-term debts to meet the short-term obligations. 
Solvency Ratio 
	Year
	Debt to Equity Ratio

	2021
	1.48

	2022
	1.79

	2023
	2.39



[bookmark: _Toc167143811]Table 5: Solvency Ratio (Self made from case study)
A solvency ratio is a significant indicator used to estimate a company's capacity to satisfy its long-term debt obligations (Jimenez, 2023). Prospective business lenders usually adopt it. Using debt may give a competitive advantage since it allows for the cost-effective utilization of cash. The Urban Height’s Hotel debt-to-equity ratio shows that it has increased the use of debt in 2020, 2022 and 2023. If such a high level of long-term debt is not managed properly, the company will not be able to meet its long-term responsibilities. The debt-to-equity ratio decreased for the case because the company had losses in 2023. It reduced the total equity significantly. So the debt-to-equity ratio increased in the last two years. 
[bookmark: _Toc166070032][bookmark: _Toc167136113][bookmark: _Toc167143801]Factors Affecting the Profitability: 
The Urban Heights Hotel has had difficulties and problems with its hotel operations in the past few years. The hospitality organisation incurred losses and ceased to generate profits in 2023. The primary causes or elements that influenced the hotel's profitability are discussed below:
Poor Understanding of Market Cycles: Unexpected market shifts, like the ones affecting other sectors, might have an impact on the hotel business (Khan et al., 2020). This, in turn, might impact the value of your hotel. Everything was obvious during the epidemic. Keep in mind that even the most skilled financial experts sometimes cannot foresee the market. This is why the hotel authority should identify the market cycle. After doing this the authority should pay attention to enhancing or declining the average RevPAR (Revenue Per Available Room) (Josephi and Melissen, 2017).
Pandemic Impacts: The hotel industry was increasing before the pandemic (COVID-19) pandemic broke out. But when the pandemic interrupted people’s daily lives, the hotel industry had to make the decision to close the hotel or face government regulation in their activities. As a result, the hospitality industry faces losses. For the pandemic outbreak hotel industries still facing the problem (Ndhlovu and Dube, 2023). It affected customer preferences and restricted operational capacity, leading the Urban Heights Hotel's revenue to steadily decline during the two previous years. 
Hiring the Wrong People: Though the hotel organisation is a service sector, the hotel organisation’s overall performance mostly depends on the staff of the organisation as well as the Urban Height’s hotel. Suppose the organisation needs a staff for the hotel but the authority appoints an accountant instead.
Crisis High Cost of Living Crisis: The UK is facing rising costs of living. People are facing a great deal of issues as a result of rising living expenses (El-Said et al., 2023). Their purchasing habits were altered. Consumers now have greater discretion. Instead of paying for hotel services, they choose to spend their money on necessities (Walker, 2021). The demand for the hotel's services may have declined as a result of this reason.
Inflation: The increasing inflation in the European subcontinent has affected the prices of goods and services. As the hospitality industry has to invest more in the organisation to acquiring the same level of products and services, the profit margin of the organisation gradually increases (Sauvage, 2023). And finally, the organisation faces great losses.
Energy Crisis: Energy sources are a great component of any organisation; Due to the necessity of the energy the organisation has to spend a big amount of money on this sector because the Russia-Ukraine war has had a great impact on the supply of gas and oil. Cause they supply the energy not only in the European subcontinent but also all over the world (Balli et al., 2023). The war increased the price of the gas and oil. As for the price, the organisation has to pay more for this. So, the hotel’s operation cost increased, and it acted as the overall trend.
Labour Shortages: There is a shortage of labour in the European world mostly in the UK. As the hospitality industry faces a labour shortage in the UK, hospitality organisations cannot appoint skilled labour or staff to their organisation (Khan et al., 2020). Besides they need to offer more wages to labour. For this, the organisation’s expenses are increased and declined its services. Customers complained about the Urban Heights Hotel's inadequate customer service. The visitor became irritated with the organisation.
Changing Consumer Preferences: consumers are very important for a hospitality business. Consumer's needs, wants and behavior can shape organisational decision-making. Recent incidents like COVID-19 and the Russia-Ukraine war have altered the visitor's tastes and preferences due to their financial crises (Ndhlovu and Dube, 2023). They are picking more affordable products and services instead of costly products and services.
Wrong Pricing Strategy:  An organisation can go through low profitability or gross margin if the organisation uses the pricing strategy effectively (Mattimoe and Seal, 2011). If the organisation charge low cost it may not cover cost. On the other hand, if the organisation charges too much it can reduce the market share of the organisation. Excessive overhead costs and hidden cost eats into profits but ultimately it leads to challenges to compete with the competitors (Bayoumi et al., 2013).
[bookmark: _Toc167136114][bookmark: _Toc167143802]Comprehensive turnaround strategy:
To get rid of the crisis of the Urban Heights Hotel, revive its financial condition, improve its standing on the market, and boost its brand, The following turnaround plan should be put into practice by the Urban Heights Hotel. The strategy will focus on improving operational efficiency through some factors. Those are the following:
Operational Restructuring: The asset, revenue, and cost management sectors of the Urban Heights Hotel have negative points. For these areas to be efficient in achieving the intended goals of the organisation, financial management must make serious modifications. The authority should determine the unnecessary costs of the organisation and eliminate them immediately to maximize the company's financial condition (J. Harrington et al., 2014). Besides they should take a dynamic pricing strategy that will be adopted by the visitors.
Customer Experience Enhancement: it is crucial for any business organisation to consider customer satisfaction. The organisation has to determine consumer satisfaction and dissatisfaction with the hotel service of the organisation. Then try to improve the services of the hotel and earn the satisfaction of the customer. As customers want the latest technology in the hotel, the organisation should implement its technology. And try to find out their wants and work to achieve their value.
 Reputation Management: TheUrban Height Hotel's poor services have had a serious negative impact on its reputation. The organisation can restore its reputation by using some strategies to attract the customer. The company can the customer feedback and understand the lack of the organisation and work for that as well as provide them better services. Additionally, the hotel should involve the important parties in the decision-making process as this would help them feel appreciated and sympathetic to the company's current predicament.
Marketing Strategy to Raise Awareness:  The hotel should apply some comprehensive strategy. Before doing this, the organisation has to segment its market,  target the market, and provide unique marketing offerings to the market. Sometimes the organisation needs to diversify its services (Harif et al., 2022). Service diversification can be accomplished by offering additional services such as health initiatives that satisfy the customers' desires. Besides they can provide online services for booking tickets and other facilities. Besides they can increase awareness of the target market, as well as they can apply digital marketing to interact with the target customer effectively.
Analyze the Competitors: The hotel authority constantly needs to compete with new competitors. There may be another hotel around the Urban Heights Hotel. However, the Urban Heights Hotel should work around them and be better than other organisations in the area. To do so the organisation has to research them and determine new strategies. Besides the organisation's authority should learn more about the key secrets of the successful hoteliers. The profitability of any organisation depends on the long-term success of the organisation (El-Said et al., 2023). In this way, the organisation can hold and improve its position in the market.
[bookmark: _Toc167143803][bookmark: _Toc167136115]Conclusion:
 The Urban Heights Hotel comes across serious financial issues, including diminishing revenues, growing costs, and decreased profitability and liquidity. Poor knowledge of the business cycle, pandemic effects, hiring inefficient processes, rising cost of living, price inflation, energy crisis, and shortages of labour are all significant concerns. To solve these difficulties, a complete turnaround plan is required. This approach should centre on organisational turnaround, improving customer expertise, managing reputation, targeted advertising, and competitive analysis. Urban Heights Hotel may improve its financial position, reclaim market share, and boost its general reputation by using these methods.
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