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[bookmark: _heading=h.w0xlz8vz7ljl]Executive Summary
This report comprehensively analyses the financial challenges and potential turnaround strategies for Urban Heights Hotel, a once-thriving hospitality establishment facing significant economic decline. Despite its prime location and diverse services, the hotel has struggled with declining revenues, increasing costs, and reduced customer satisfaction over the past three years.
[bookmark: _heading=h.479erp2re7v8]Key Findings:
· [bookmark: _heading=h.605qzue86o3h]Financial Performance Trends:
· Revenue declined from £2,500,000 in 2021 to £1,800,000 in 2023, a 28% decrease.
· Operating expenses increased from £1,800,000 to £2,300,000 in the same period.
· Net income plummeted from £700,000 to a loss of £500,000.
· Liquidity and asset values have deteriorated, while liabilities have remained stable, increasing financial risk.
· [bookmark: _heading=h.v8pbgpaxgwe8]Reasons for Decline:
· The lingering impact of the COVID-19 pandemic on the hospitality sector.
· Inability to adapt to changing customer preferences and market trends, such as the growing demand for sustainability and online booking conveniences.
· Increased competition from alternative accommodation options like Airbnb.
· Rising operational costs, including energy, food, and wages, amidst a cost-of-living crisis.
· [bookmark: _heading=h.ntse80cq1y6q]Turnaround Strategy:
· Cost Reduction: Conducting a thorough cost analysis to identify savings opportunities, renegotiate supplier contracts, and implement energy-saving measures.
· Operational Efficiency: Leveraging technology to streamline operations, reduce labour costs, and enhance guest experiences through improved online booking systems and AI chatbots.
· Market Positioning: Revamping and rebranding services to align with customer preferences, focusing on sustainability, modernising amenities, and optimising the hotel’s online presence.
· Employee Engagement: Investing in staff training and development to improve service quality and enhance guest satisfaction.
· [bookmark: _heading=h.nw11egllyz5s]BCG Matrix Analysis:
· Utilising the BCG matrix to categorise the hotel’s services and focus on high-potential areas such as event spaces and unique guest experiences.
· Investing in customer satisfaction initiatives and marketing efforts to highlight the hotel's unique selling points and differentiate it from competitors.
[bookmark: _heading=h.lcew1fph0tdi]Financial Projections:
· The company's revenue decline is projected to continue at 10% per annum, with revenues expected to fall to £1,620,000 in 2024 and £1,458,000 in 2025.
· Operating expenses are anticipated to rise by 5% annually, reaching £2,415,000 in 2024 and £2,535,750 in 2025.
· Net income is projected to worsen, with losses expected to increase to £1,077,750 by 2025.
· Asset values will continue to depreciate, while liabilities will slightly increase, further stressing the hotel's financial health.
[bookmark: _heading=h.yvm5kin63nvv]Conclusion: 
The Urban Heights Hotel requires a dedicated and strategic approach to reverse its declining financial performance. By focusing on cost reduction, improving operational efficiency, enhancing market positioning, and fostering employee engagement, the hotel can potentially restore its profitability and reestablish its position in the competitive UK hospitality market. Implementing these turnaround strategies based on data-driven insights and industry best practices will be crucial for achieving long-term sustainability and success.

[bookmark: _heading=h.nlbw5wzf4sba]



[bookmark: _heading=h.wbb7hary7za]
1 [bookmark: _heading=h.30j0zll]Introduction
Located in the middle of a busy city, the Urban Heights Hotel has a restaurant, a bar and event spaces, among other places to stay. Even though the hotel is in a great spot and has many excellent services, it has been losing money, guests, and happy customers lately. The hotel's owner talks to experts to find out if a new plan will help the hotel do better, run more smoothly, and win back the favour of guests and event planners. Thus, the report will discuss the trends and patterns in the financial performance of urban heights. Also, there will be a discussion on the key reasons that cause the hotel's profitability to decline. Moreover, the report will shed light on the hotel's turnaround strategy and financial projections. 

2 [bookmark: _heading=h.1fob9te]Trends and Patterns in Urban Heights Hotel’s Financial Performance
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The Urban Heights Hotel's income has dropped significantly in the last three years. The first year of 2021 brought in £2,500,000; the following year, it dropped to £2,200,000; the following year, it again fell to £1,800,000. A total drop of 28% was recorded from 2021 to 2023. Prices may slowly decrease because of things that cannot change, like a slowing economy, more competition, etc. This can mean the business has trouble getting customers or keeping prices high (Fröhlich, 2023). Urban Heights Hotel's operating costs have increased even though its income has decreased. In 2021, the costs of running the business were £1,800,000. They went up to £2,000,000 the following year. They went down to £2,300,000 the next year. The hotel's 28% rise over two and a half years, even though sales were going down, suggests either bad cost control or rising costs that better finances have not met (Barrett et al., 2022).
The Urban Heights Hotel is making much less money now than before. The net income drops from £700,000 in 2021 to a loss of £500,000 in 2023. The net income margin decreases from 28% in 2021 to -28% in 2023 because of falling sales and higher running costs. In the past three years, liquidity has been going down. It was worth £300,000 in 2021, but now it is only worth £200,000 and worth £100,000 in 2023. To make things even worse, AR is now only £80,000, down from £150,000 in 2020. The hotel can have trouble meeting its short-term responsibilities and keeping its cash flow healthy because it has less cash on hand and more accounts receivable (Mohamad Said et al., 2021). Urban Heights Hotel's stability has stayed the same, even though its cash has gotten worse. The value of land and equipment went down, which is why total assets went down from £5,450,000 in 2021 to £4,680,000 in 2023. Even so, overall liabilities have stayed pretty stable, going from £3,250,000 in 2021 to £3,300,000 in 2023, a small increase. It is £1,380,000 in 2023, down from £2,200,000 in 2021. The debt-to-equity relationship is worsening, increasing financial risk and lowering shareholder value (Santos et al., 2022).

3 [bookmark: _heading=h.3znysh7]Key Reasons behind the Decline in Profitability		
The UK hotel sector remains below pre-pandemic levels. This might affect Urban Heights' cash flow, making it challenging to accumulate reserves. Urban Heights' products (restaurant menu, event facilities, and amenities) may not cater to changing client expectations in the UK hotel industry. These characteristics include service, taste, cleanliness, location, fee, payment method, loyalty, free presents, food variety, brand name, etc. This is why identifying client preferences has become essential to hospitality management. According to a Booking.com survey from 2022, 81% of international travellers prioritise sustainable travel. Some companies are already rethinking their approach to water and energy savings, yet this hotel lacks savings, as well as adequate consumer preferences and facilities. The growing popularity of platforms such as Airbnb has increased competition for traditional hotels, particularly in metropolitan areas. Urban Heights may need to emphasise its distinct selling point (amenities, location, service) compared to holiday rentals. Travellers are increasingly booking hotels online through sites such as Booking.com and Expedia. Urban Heights needs strength, competitive pricing, and excellent reviews to attract bookings. Eco-friendly methods are becoming essential to travellers. To cater to this sector, Urban Heights should pursue sustainability measures such as decreasing energy use, utilising eco-friendly cleaning products, and serving locally produced meals. The hotel industry is the third largest employer in the UK, accounting for 3.5 million direct jobs in 2022 and an additional 3.0 million indirectly. The sector contributed more than £93 billion in gross value, which directly added to the UK economy, and another £121 billion indirectly. As a result, the hotel is slipping behind shifting industry trends or guest preferences, and any potential gain from decreasing hotel prices has been cancelled out by a rise in operational costs during the same period.  The hotel's online presence and marketing must be optimised for tech-savvy travellers. Urban Heights can consider unique experiences, wellness options, and sustainable practices to accommodate evolving guest preferences. Other factors include competition from alternative accommodation options like Airbnb, unpredictable political and economic climates, and the need to keep up with changing customer preferences. Hospitality businesses face increasing costs for energy, food, and wages. This puts pressure on profit margins and makes it difficult for some businesses to stay afloat. The cost-of-living crisis also impacts consumer spending, potentially leading to lower demand (Yuan et al., 2021; Denford et al., 2021).
4 [bookmark: _heading=h.2et92p0]Turnaround Strategy		
Urban Heights Hotel is at a critical moment. Declining revenue and mounting expenditures jeopardise its financial survival. However, a comprehensive turnaround strategy can revitalise the property and reestablish its standing in the UK hospitality sector. The hotel should do a detailed cost analysis to discover possibilities for savings (Neupane, 2015). This might entail renegotiating contracts with providers of food, beverages, and utilities and streamlining operations by reviewing staffing levels and implementing energy-saving measures can also contribute to cost savings and implementing a hotel management system, such as using cloudbeds, an online booking engine, a property management system, and AI chatbots, can streamline operations, improve efficiency, and potentially reduce labour costs with effectively utilising online booking platforms can also reduce reliance on manual processes and generate extra revenue (Salem et al., 2020). The hotel should analyse guest feedback and industry trends to identify opportunities to improve existing offerings by revamping and rebranding the hotel, focusing on customer preferences while also engaging them with marketing tactics both old and new, and ensuring the hotel website is user-friendly, informative, and search engine optimized (Rajabova, 2021; Watterson, 2020).  High-quality photographs and virtual tours may highlight the hotel's features and captivate potential customers with integrating with travel booking systems and maintaining a strong online presence with favourable reviews are also required.  A talented and motivated workforce is critical for a pleasant visitor experience, as tackling labour market difficulties through competitive pay, training opportunities, and a positive work environment can help recruit and retain top talent. Urban Heights may eliminate internal inefficiencies, respond to external market changes, and produce a more appealing product for modern travellers. Urban Heights can restore its position as a flourishing destination in the UK hospitality environment by refocusing on cost reduction, income creation, a modern internet presence, and a dedication to guest experience (Noone, 2016; Alotaibi, 2020).
4.1 [bookmark: _heading=h.tyjcwt]BCG Matrix
The BCG Matrix may help categorise Urban Heights Hotel's services (hotel rooms, restaurant, and event space) and generate focused turnaround strategies. In Urban Heights, while the UK hospitality market is expanding, the hotel is failing to gain a significant proportion. In terms of the BCG matrix, the star approach will be applied. Products in the star’s quadrant are market leaders that require considerable expenditure to sustain their position, accelerate growth, and maintain a competitive edge (Floričić, 2020). They earn a lot of money but also spend a lot to preserve their market position, accelerate expansion, and remain ahead of the competition.  The hotel could undertake client satisfaction surveys and analyse internet reviews to find areas for improvement, invest in staff training to ensure great service, and explore personalised touches or loyalty programmes to provide a memorable experience. In marketing efforts and on social media, the hotel will emphasise and focus on its location, historic appeal, or opportunity for unique experiences (Mohamad Said et al., 2021). To differentiate itself from competitors, the hotel will consider researching current trends and guest preferences, redesigning the restaurant menu to cater to dietary needs or offer healthy options, modernising event facilities with technology upgrades to attract corporate clients, and exploring new revenue streams such as spa services or curated local experiences. To attract environmentally concerned visitors, many travellers prioritise eco-friendly practices and employ long-term strategies such as decreasing energy use, using eco-friendly cleaning products and providing locally produced meals. The hotel will investigate optimising its website for mobile booking and user experience, integrating with key travel booking platforms to promote exposure, and using technologies for contactless check-in, room service ordering, and guest communication to improve convenience. To reach certain consumer demographics, the hotel should launch focused marketing efforts on social media channels and trip booking sites (Kim and Sun, 2022; Kaya, 2022).

5 [bookmark: _heading=h.3dy6vkm]Financial Projections		
	Item
	2024
	2025

	Revenue
	£1,620,000
	£1,458,000

	Operating Expenses
	£2,415,000
	£2,535,750

	Net Income
	(£795,000)
	(£1,077,750)



	Asset/Liability
	2024
	2025

	Cash and Equivalents
	£100,000
	£100,000

	Accounts Receivable
	£72,000
	£64,800

	Property and Equipment
	£4,275,000
	£4,061,250

	Total Assets
	£4,447,000
	£4,226,050

	Accounts Payable
	£315,000
	£330,750

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

	Total Liabilities
	£3,315,000
	£3,330,750

	Equity
	£1,132,000
	£895,300



The revenue will reduce by 10% per annum. it is expected that in 2024, the revenue will be £1,620,000 and in 2023, the amount mentioned will be £1,800,000. It drops down from £6,603,000 to £5,799,000 from 2021 to 2024, and finally drops down to £1,458,000 in 2025. Operating expenses are expected to rise to $188,250,000 for the year, a 5% annual escalation. Hence, operating costs for 2024 are expected to cost £2,415,000, which is more than the £2,300,000 cost estimated for 2023. Thus, for 2025, the specific amount for the operating expenses is calculated to be £2,535,750. Unchanged from the current level and assumed not to deplete further, it is estimated to be constant at £100,000 in 2024 and 2025. The expenditure on accounts receivable is expected to reduce by 10 per cent each year. So it is expected to be £72,000 in 2024 fallen from £80,000 in 2023 and finally again down to £64,800 in 2025. Its Property and Equipment is estimated to deplete by 5% each year. Therefore, it is estimated at £4,275,000 in 2024 and £4,061,250 in 2025. Cost reduction measures aimed at cutting on avoidable expenses and increasing on profitability by enhancing organisational efficiency through operational excellence. This can include making business processes shorter and more efficient, improving the management and organisation of the supply chain, and minimising overhead expenses (Ekinil et al., 2020; Foroudi, 2020).
6 [bookmark: _heading=h.1t3h5sf]Conclusion			
Regarding concluding this report, a successful turnaround necessitates a sustained commitment to these measures. By concentrating on guest experience, distinctiveness, and embracing new trends, Urban Heights may become a thriving force in the UK hotel market. By carefully examining these criteria and implementing suitable turnaround solutions based on the BCG matrix, Urban Heights can create a data-driven strategy to enhance its financial health and assure a long-term future in the UK hotel market. Urban Heights can restore its position as a flourishing destination in the UK hospitality environment by refocusing on cost reduction, income creation, a modern internet presence, and a dedication to the guest experience.







7 [bookmark: _heading=h.4d34og8]Recommendations
The recommendations are as follows:
· This plan should focus on attracting new customer segments based on Urban Heights' unique selling point. It should use online travel platforms, social media marketing, partnerships with local businesses or event organisers, its historic charm, a focus on sustainability practices, or a commitment to personalised guest experiences.
· The hotel should also focus on revamping offerings based on guest preferences and market trends. This could involve modernising the restaurant menu, upgrading event facilities, or offering unique experiences like curated tours or spa services (Nain, 2018).
· A well-trained and motivated staff is crucial for delivering exceptional guest service. Training programmes can focus on hospitality skills, communication, and handling guest requests effectively (Milton, 2024). 
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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)

Cash and Equivalents
Accounts Receivable
Property and Equipment
Total Assets

Accounts Payable
Long-term Debt

Total Liabilities

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




