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Executive Summary
Report Overview
In this report, the discussion will cover the details about the present state of Urban Height Hotel and provide strategies to improve it, since it has shown allegations of impaired financial health in the last three years. 
The key sections of the report include-
Financial Performance Analysis
The report compares and analyses its revenue, expense, profitability, liquidity and solvency position for the current period and prior year and trends over the years. This factor unpacks the hotel decreasing revenue, rising operational costs, and declining profitability through a decline in solvency ratio, including the current ratio, the quick ratio, the debt-to-equity ratio, and the indicators of profitability expressed through return on assets (ROA) and return on equity (ROE). These outcomes show great financial vulnerability and the imperative need for this company to undertake business turnarounds.
Key Reasons for Decline
The report suggests that there are specific causes affecting the company ability to reduce its level of loss and eventually return to profitability. Operationally, inefficiencies and lack of ability to incorporate innovation are some of the reasons which have worsened the position inside the country. The competition has also affected the revenue of the hotel and the ever-changing consumer habits in the current economical world.
Turnaround Strategy
Some of the specific recommendations include improvement on controlling costs, increasing revenues through promoting specifically targeted clients and activities, enhancing revenue diversification, the use of present and enhanced technologies, and modernization/renovation of facilities have been covered. 
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The results for the next three years demonstrate a low tendency of the financial performance of Urban Heights Hotel. The net revenue decreasing from £2,500,000 to £1,800,000 during 2021/2023. However, compared to the prior fiscal year of 2021, operating expenses have also increased from £1,800,000 to £2,300,000 in 2023. The decrease in operating income and increase in operating and administrative costs have seen a massive drop in net income from £700,000 in the year ended 2021 to a net operating loss of £500,000 in 2023. It must also be noted that this hotel has reported poor profitability, which underlines the existence of problems in its financial performance. The working capital is illustrated by a decline in cash equivalent from £300,000 as at 2021 to £100,000 as at 2023, and accounts receivable from £150,000 to £80,000. The total assets have also reduced to £4,680,000 from £5,450,000. Though, the long-term debt remains constant at £3,000,000, other liabilities have slightly been on the rise, which affects the shareholders equity, so that the count reduces from £2,200,000 in 2021 to £1,380,000 as of 2023. 
1. Current Ratio
Formula: Current assets / current liabilities
For 2021: 300000+150000/250000=1.8
For 2022: 200000+100000/270000=1.1
For 2023: 200000+100000/270000=1.1
2. Debt to equity ratio
Formula: Total liabilities / equity
For 2021: 3250000/2200000=1.48
For 2022: 327000/1830000=1.79
For 2023: 3300000/1380000=2.39
3. Quick ratio
Formula: Current assets –inventory / current liabilities
For 2021: 300000+150000/250000=1.8
For 2022: 200000+100000/270000=1.1
For 2023: 100000+80000/300000=0.6
4. Return on assets
Formula: Net income / total assets
For 2021: 700000/5450000=12.84%
For 2022: 200000/5100000=3.92%
For 2023: -500000/4680000=-10.68%
5. Return on equity
Formula: Net income / equity
For 2021: 700000/220000=31.82%
For 2022: 200000/1830000=10.93%
For 2023: -500000/1380000=-36.83%
Comparison of the computed financial ratio with the company financial statement
Current Ratio
This ratio reveals the hotel capacity to meet short-term liability claims with the available current assets (Alvarez et al., 2021). Comparing 2020 and 2021, the number and ratio of electric vehicles was higher in 2021 than 2020, 1.8, suggesting that the company comprises of a good liquidity, since current assets values were 1. The maximum amount it can reach is 8 times the current liabilities. This ratio reduced dramatically and was equal to 1. 
Debt to Equity Ratio
The debt-to-equity measures the usage of credit and the relative risk exposure by taking the total debts to the shareholder’s fund (Bandy, 2023). Based on the information presented above, in 2021 the ratio was equal to 1.48, indicating moderate leverage. This rate rises to 1, respectively. From 79000 in 2022 and has risen to 2.39 in the year 2023, which means that the total debts have significantly increased compared to total equities. This indicates that the level of financial risk is increasing as the hotel is involved in borrowing more funds and hence it is susceptible to solvency risks which may also adversely affect investors.
Quick Ratio
The quick ratio does not include inventory in current assets (Campos et al., 2022). The ratio in 2021 was 1.8, which means high and efficient ability to meet current liabilities without resorting to the sale of stocks. However, it decreased to 1% levels after an initial rise to 10% due to different reasons. The hotel cannot meet its immediate financial obligations, which suggests severe solvency issues and acute necessity for increasing liquid assets.
Return on Assets (ROA)
ROA determines the extent to which the hotel assets are being utilized to generate profit (Gungor Goksu, 2023). For 2021, the ROA was 12. The asset turnover ratio was 84%, which indicated efficient use of assets in generating sales. However, this declined to 3. In 2022 it was 92% and thereafter became negative to -10. 68% in 2023. The ROA of negative in 2023 implies that the hotel must be operating inefficiently and had low ability to generate income from its assets.
Return on Equity (ROE)
For 2021, the ROE stood at 31.82%, demonstrating high profitability. This dropped to 10. In 2003, it reached 93% and then sharply dropped to -36.83% in 2023. The below 3, ROE level in 2023 means significant losses, decreased shareholders’ value and points to severe financial problems that require to solve to revive the company profitability and shareholder’s trust.
Revenue and Expenses
Recurring revenues of the Urban Heights Hotel have been on a downward trend in the past three years, with annual revenues decreasing from £2,500,000 in 2021 to £180,00,00 in 2023. Thus, the operating expenses have risen from £1,800,000 in 2021 to £2,300,000 in 2023. This means that the company has steadily increased its loss level by having a huge disparity between its revenue and expenses, whereas this had only registered a net income of £700,000 in 2021 but is expected to register a net loss of £500,000 in 2023.
Profitability
The overall profitability has decreased, and it is evident from the decline of the return on assets (ROA) and the return on equity (ROE). ROA decreased from 12.34% in 2021 to -10. This resulted in revenue expectations of $879 million in 2023 and a decline in ROE from 31%. These negative ratios signify that the hotel is not optimally deploying its assets and equity to generate revenues, proving severe inefficiency and financial distresses.
Liquidity
Liquidity analysis shows that the hotel has released a lot of cash and cash equivalent during the year (Karina et al., 2023). The current ratio has declined to 1 and has shown that it reduced from 8 in 2021 to 1. These ratios show that the hotel has been stretching it to meet short-term liabilities and indicate poor cash flow management and the need to improve its liquidity position in the short run.
Solvency
Solvency has decreased with the debt-to-equity ratio increasing from 1.48 in 2021 to 2.39 in 2023. This increase suggests that the hotel is in the process of expanding its dependence on debt to finance its operations hence a higher financial risk and a probable detriment to the company financial health in the long run (Sarigiannidis et al., 2021). By analysing these trends, the situation indicates the desperate need for effective strategies to remedy these financial issues to make the hotel profitable once again.
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This section has highlighted several factors that could have led to the decline of profitability at Urban Heights Hotel, and they include internal and external factors. Externally, the effect of the COVID-19 pandemic has been appalling. Some of the impacts included restrictions of movement, lockdowns and social distancing measures which greatly affected the hospitality industry mainly by reducing occupancy rates and events (Singh et al., 2023). This has led to a decrease in its revenues from £2,500,000 in the year 2021 to £1,800,000 in the year 2023.
Economic Factors
The current economic environment has contributed immensely to the issue. The effects of inflation can be seen from rising operating expenses that are expected to rise from £1,800,000 in the year ending 2021 to £2,300,000 in the year ending 2023. It has led to an increase in costs due to other factors such as supply chain disruptions and labour shortages that have also made further pressures on the profitability of the hotel. An unfavourable economy has also affected consumer purchasing power and hence decreased tendency to spend large amounts on traveling and associated services (Sharma and Mittal, 2023).
Competition and Market Dynamics
More competition in the urban sector has also been a reason as to why the profitability has gone down in the hospitality sector (Seal et al., 2008). Nearby competition has also played a significant role in shifting potential consumers from Urban Heights Hotel since new competitors and established players introduced low prices and new services. This may have resulted from its failure to seamlessly adapt to change, such as the evolving market preferences for experiential hotel stays.
Operational Inefficiencies
Internal factors may be responsible for operational inefficiencies which lead to increased costs. The lack of control over operating expenses when revenues are plummeting suggest that cost are not professionally managed, and resources are not optimally allocated (Shapiro et al., 2024). This might encompass things like staff redundancies, unnecessary spending, or omitting to review supplier agreements.
Technological and Consumer Behaviour Shifts
Some of the factors that have affected profitability include outsourcing, rapid technological advancement and changing consumer preference. The hotel is unable to balance the embracing suitable technological solutions like the online booking system, customer relation management system, and digital marketing to fully capture the market interests of the present generation clientele.
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Cost Control and Operational Efficiency: Setting cost control measures is one of the most crucial activities that should be performed at the onset of the turnaround process to ensure desired operational improvements. The first step involves taking a close look at all the outgoing expenses in a bid to fit them down and discover which ones are not necessary (Wild, 2018). This entails reviewing existing contracts with suppliers for better pricing and using less energy through adoption of environmentally friendly measures. Financial control systems must be established and implemented to implement and monitor the management of costs.
Revenue Enhancement: Sales are the key to reviving the hotel business as it is evident from the sales revenue values above. The strategies that can be implemented are introducing separate marketing campaigns that would attract both residents and global tourists increase the average occupancy rates. It will be useful to expand the company post-rebranding advertising campaigns based on the principles of digital marketing: using SEO tools, social networks, and e-mail newsletters (Bandy, 2023). Moreover, the establishment of an appealing brand image and significant packages and promotions, especially in other low periods of the year, can generate more reservations. Strengthening the hotel’s web profile and the establishment of positive comments as well as, active updates is equally important as well.
Diversification of Revenue Streams: The hotel should therefore look for other opportunities which could assist in the reduction of over reliance on room bookings. The advisory also recommended several opportunities to increase revenue streams, namely through the expansion of event hosting services including conferences, weddings, and corporate retreats (Güngör Göksu, 2023). It is also important to offer local audiences more refined cuisine in restaurants and bars to attract more customers and increase revenue, as well as to develop membership services for regular guests. One area to consider is the cooperate with nearby enterprises and attractions to offer guests experiences that match the purpose of their travel.
Asset Optimization: To enhance liquidity, the hotel should dispose over assets that are not actively used. This could mean giving out parts of the premises for instance occasions or offering portions of the gigantic building for commercial or business purposes (Alvarez et al., 2021). The funds generated from these activities can be channelled back towards reinvestment and preforming much-needed upgrades and improvements to the core product offering, thus increasing the appeal of the hotel and its offerings to the customer base.
Staff Training and Customer Service: The key areas for investment include the staff training programs related to the proper delivery of customer service. Staff is one of the most important assets in hospitality business since happy and well-trained staff will directly contribute to the satisfaction of guest, which in turn will mean complimentary reviews and return visits. The culture of hospitality will indeed need to remain a prominent theme throughout the year for the patrons to receive the best services.
Financial Restructuring: The restructuring of the hotel finances should not be dismissed if it is necessary to improve its overall financial stability and performance (Sarigiannidis et al., 2021). This mean moving the creditors for better conditions, rescheduling of the previous balances, loaning, or providing further capital or finances. These procedures can be facilitated by turning to the help of financial advisors, as they offer insights on these issues.
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Conclusion
This is to conclude that based on the trends highlighted above, Urban Heights Hotel, has been facing several key issues that may have negatively influenced the financial performance of the business. This includes lower actual operating revenue due to the influence of external economic factors, increased competitive pressure, internal inefficiencies, and poor adaptability to change. However, it should be noted that the contemporary hotel has several effective strategies toward the improvement of its financial standing and recovery of its reputation. Technological advances, optimizing assets, staff development, increasing diversity of income, intensifying cost containment measures, revenue generation, staff development, embracing diversity, and carrying out efficient cost controls are some of the strategies that cannot be overlooked. Similarly, it built up upon with other strategic option like, partnership, repositioning, customer retention, community engagement and right pricing model will also fortification the strength of the hotel. By tackling these problematic areas and by following an integrated management strategy, Urban Heights Hotel may be placed on a firm foundation for development and longevity, thereby establishing its stability and viability in the cutthroat hospitality sector.
Recommendation
The recommendation for improving Urban Heights Hotel performance is to suggest a strategic approach that will include both, the short-term plan, and the long-term vision. To start with, there is a need to draw an estimate of the overall expenses and a schedule for operations to reduce costs while increasing operating capacity. Similarly, increase revenues with strategic use of online media and promotions, collaborations and other revenue sources like events and high-end food delivery services. Applying integrated technologies in operations to enhance on customer satisfaction and explore expansion of facilities and renovations of the current structure to improve on guest patronage. Investing in public relations to strengthen the customer base and establish corporate social responsibilities to enhance the company reputation to guarantee loyal patronage. 
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