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[bookmark: _Toc167027809][bookmark: _Toc167128463]Introduction
Financial management strategy is very important in the hospitality industry because it is the key element towards sustainable growth, efficiency and effectiveness in operations and development of overall business and corporate strategies (Tranter et al., 2014). It is also one that many may recall to have hosted many experiences from its restaurant and bar to event spaces at Urban Heights Hotel. But still, there has been a significant financial deterioration of the hotel for the past several years with decreasing revenue, occupancy rate and client satisfaction. The objective of this study is to identify the issues concerning the financial management of the Urban Heights Hotel and to highlight the primary reasons for the decrease in the overall profits of the company. 

[bookmark: _Toc167128464]Financial Analysis and Review
A few productive Ratios will be used in the Evaluation of the performance of the Urban Heights Hotel. These ratios help to explain the hotel earnings of some aspects of expenses, the profitability of the business's ability to pay off debts, and also the amount of cash available for immediate obligations (Hayes et al., 2021). 
Trend of Revenue 
 = {(Revenue in current period – Revenue in base period)/Revenue in base period} *100
	Period
	Trend

	2021
	00

	2022
	-12%

	2023
	-18.18%



The income trend for Urban Heights Hotel has shown a significant reduction during the last two years. In 2022, revenue fell by 12%, suggesting a substantial fall in performance. This decreasing trend intensified in 2023 when revenue fell by 18.18%. These continuous decreases indicate the hotel's issues, which include declining demand, competitive pressures, and external economic concerns (Demir et al., 2021).
Trend of Expenses
= {(Expenses in current period – Expenses in base period)/Expenses in base period} *100
	Period
	Trend

	2021
	00

	2022
	16.89%

	2023
	13.04%



The spending trend for Urban Heights Hotel has shown considerable changes. In 2022, expenses increased by 16.89%, most likely due to rising operational costs, inflation, and the introduction of new health and safety regulations after COVID-19. By 2023, the spending increase had reduced to 13.04%, indicating some improvement in cost management, while it remained higher than the base year of 2021. This tendency emphasizes the importance of ongoing monitoring and proactive cost control to improve financial stability and profitability (Sheel, 2016).
Profitability Ratio 
Net Profit Margin = (Net Profit / Total Revenue) *100
	Period
	Net Profit Margin

	2021
	28%

	2022
	9.09%

	2023
	-27.79%



The net profit margin of Urban Heights Hotel has some alarming figures which show a significant reduction in the level of profitability of the hotel during the past three years. Recent results from 2021 show that the hotel’s net profit Margin was 28%, which is good financial health, and effective operations. However, this margin came down to 9.09% by 2022 which signifies a significant cut in profitability and connotes inefficiencies in operations or growing costs. The net profit Margin in 2023 was -27.79% respectively, meaning that these companies had suffered extremely and recorded huge losses. Therefore, it can be written that the fiscal position of the hotel is not very strong.

Liquidity Ratio 
Current Ratio = (Current Assets / Current Liabilities)
	Period
	Current Ratio

	2021
	1.8

	2022
	1.1

	2023
	0.6



The liquidity ratio, as measured by the current ratio, has exhibited a troubling declining trend over the last three years of the hotel. For 2021, the current ratio was 1.8 indicating that the hotel had a healthy liquidity situation which means that the hotel had adequate current assets to cover its short-term obligations. But in 2022, this ratio decreased to 1.1 showing that there was a significant decrease in liquidity. This ratio reduced to 0.6 by 2023 indicating that the company had serious financial problems and could not pay for its immediate obligations. If its current ratio is below 1.0 reveals that the hotel has inadequate liquidity to meet short-term obligations and possesses poor financial health by failing to meet short-term financial debts (Santoso and Supatmi, 2021).

Solvency Ratio
Debt-to-Equity Ratio = (Total debt / Total equity)
	Period
	D/E Ratio

	2021
	1.48

	2022
	1.79

	2023
	2.39



The hotel has increased its debt-to-equity ratio from 1.48% in 2021 to 1.79% in 2022 and a rise in debt-to-equity ratio to 2.39% in 2023 which explains the higher dependence on debt financing. This pattern is indicative of declining financial fitness since higher ratios denote a higher degree of risk and the likelihood of having problems in meeting payment commitments (Suranta et al., 2023). However, long-term debt exposes Urban Heights Hotel to an uncomfortable level of fund cost.

[bookmark: _Toc167128465]Factors Influencing Profitability

COVID-19 Pandemic: The continued spread of the pandemic significantly reduced travel demands and contributed to the drop in occupancy rates and revenue of the Urban Heights Hotel. The heightened financial struggles at the hotel were also contributed by the negative impacts of travel restrictions, lockdowns, and health concerns on both leisure and business travellers  (Sharma et al., 2021).
Declining Demand: The decline in demand for conventional hotel rooms was also due to changing customer preferences occasioned by among other factors the Covid-19 pandemic. In response to this, customers shifted their interests to bigger and more private residential accommodations, creating a demand for alternative accommodations such as rental rooms and home exchange platforms (Demir et al., 2021).
Increasing Operational Costs: The Urban Heights Hotel had to face the increase in expenditure of implementing strict health and safety measures that were stipulated by law. Costs of operations were higher as there was investment in PPE, regular sanitization methods, and staff hygiene awareness data due to the pandemic situation.
 (Sharma et al., 2021).
Labour Shortages: Shortage of manpower was also a challenge to Urban Heights Hotel since qualified staff were not readily available or retained. Short of staff impaired service and forced the restaurant to pay higher wages to staff which might impose a negative impact on customers’ satisfaction (Das, 2023).
Market Saturation: Average room rates and occupancy levels at the Urban Heights Hotel were under pressure to reduce because of growing competition in the urban hospitality industry. It was reported that competition from new boutique hotels existing boutique hotels and other major hotel chains significantly reduced operating margins (Hayes et al., 2021).
Shifts in Consumer Behaviour: Some changes, such as the advent of contactless services and digital experiences instead of traditional hospitality services that the guests preferred, demanded alterations in the operations and investments into the technology for the hotel (Das, 2023). Thus, the offers of the Urban Heights Hotel had to be adapted accordingly as far as the sphere of customers’ security and convenience guarantees was concerned.
Economic Recession: The larger economic slowdown due to the epidemic led to lower consumer spending and company travel budgets (Walker, 2021). Consequently, the Urban Heights Hotel faced a decline in the number of bookings for both corporate and tourism events.
Disruptions to the Global Supply Chain: These events led to delays in procuring commodities and materials that hospitality organizations use. The absence of high-quality linens and amenities and, at the same time, cleaning supplies further impeded service provision and intensified operating inefficiencies (Aydogan et al., 2024).
Regulatory Challenges: The Urban Heights Hotel must bear additional costs of bureaucracy and administrative requirements in adjusting to the new health and safety standards. This required a high level of planning and allocation of resources to guarantee that guidelines on a maximum number of occupants and social distancing and cleaning due to the recent pandemic situation were adhered to (Walker, 2021).
Increase in Interest Rates: Rising interest rates also affected the Urban Heights Hotel’s borrowing expenses because they influence the debt payment obligations and the financial standing of the business. Decreasing revenues and increased costs of financing further pressure the profit margin (Suranta et al., 2023).
Inflation: The Urban Heights Hotel was also affected by inflation because it had an effect on the operating costs especially when acquiring products and services. Higher food and energy prices and rising prices for maintenance supplies squeezed profit and constrained important investments (Santoso and Supatmi, 2021).
[bookmark: _Toc167128466]Turnaround Strategy for Urban Heights Hotel 
To overcome declining profitability and revitalize the financial health and reputation of the hospitality organization, a comprehensive turnaround strategy is essential (Artana and Wiagustini, 2018). The organization also should implement the below strategy because it has all the necessary aspects that need to be fixed.

[bookmark: _Toc167128467]SWOT Analysis
A comprehensive SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis must be carried out in order to determine the internal and external elements influencing the hotel’s performance prior to putting any turnaround strategy into action (Evans, 2015).
[image: ]
Source: (Author)
[bookmark: _Toc167128468]Restructuring and Operational Transformation
Organizational transformations such as improving the effectiveness of operations and internal processes by lowering costs and enhancing efficiency are core to operational restructuring (Artana and Wiagustini, 2018). The Urban Heights Hotel might accomplish this through supply chain management programs, staff level satisfaction, structured training programs and efficiency-enhancing the operation. The hotel can make large savings in the costs of operation and also enhance the level of profitability through the elimination of waste and the introduction of more production (Ibrahim et al., 2023). Exploration of all activities in areas of food and beverage services, front office, accommodation, engineering, and any other issues related to the efficient operation of the Urban Heights Hotel may be considered as the operation restructuring of the hotel. The areas of productivity as well as cost reduction are vital in attaining efficiency as well as removing waste through the attainment and also implementation of improvements (Xu and Gursoy, 2015). Seasonality and demand patterns also help the Urban Heights Hotel in deciding the most appropriate approach to maintaining its staffing needs. Workforce management can also be employed to reduce labour expenses on the basis of quality services by arriving at the correct labour needs of a hospitality enterprise and applying those needs in the operation through the provision of the correct number of workers at any given moment. The purchasing costs can be lowered in the hotel because it can increase trust-based relations with suppliers and get some privileged conditions (Ibrahim et al., 2023). Other cost-saving measures are the incorporation of procedures for inventory control which would enhance the level of inventory, the incidence of stock-outs and the cost associated with inventory.

[bookmark: _Toc167128469]Revitalization of Finance and Restructuring Plan
Financial restructuring means improved financial governance of the hotel for better liquidity and also a decrease in the overall debt level. Look into debts that have already been incurred and potentially re-lending at terms that are less favourable, perhaps in terms of longer repayment periods or interest rates. This can help improve cash flow and reduce the amount of interest expenses needed to be paid and this can provide the hotel with more financial freedom (Artana and Wiagustini, 2018). To find areas where expenses might be cut without sacrificing service quality or the visitor experience, do a thorough cost audit. Reduce costs by renegotiating contracts, merging services, or subcontracting nonessential processes to more affordable providers. Determine capital expenditure priorities based on their ability to generate returns and assist in the long-term growth of the hotel. Delay or abandon non-essential projects in favour of investments that would improve the visitor experience, increase operational effectiveness, or support efforts aimed at generating money (Aydogan et al., 2024). Strong cash flow management techniques should be implemented to allow for maximum input and outflow of cash. Some of these efforts may involve renegotiating payment terms with vendors or streamlining accounts receivable collection procedures in order to alleviate liquidity problems. 

[bookmark: _Toc167128470]Improving Brand Perception and Customer Satisfaction
Long-term sustainability requires measures to enhance customer and brand relationships as well as changing organizational and financial management. Fund infrastructure developments that will enhance the entire visitor journey, from booking to departure. To maximize the attention of visitors and exceed their expectations, you should apply digital tools such as mobile check-in/check-out, guest feedback platforms, and communication channels (Xu and Gursoy, 2015). Quality assurance is a strict program that should be put in place to ensure that there is consistency in the delivery of services as well as adherence to the brand standards. Conduct routine audits and inspections in order to identify areas of deficiency and action required to rectify the situation. Develop specific marketing campaigns that showcase the uniqueness of the hotel and separate it from competitors (Tsviliy et al., 2021). To achieve the target customers and enhance reservation, employ digital marketing through social media, email marketing and search engine optimization.
[bookmark: _Toc167128471]Conclusion
Urban Heights Hotel has several issues such as ineffective financial management that led to decreased profits and losses in 2023. These challenges notwithstanding, the hotel has a good foundation and lots of opportunities for growth in strategic areas. Urban Heights Hotel may manage to overcome the challenges it faces today and become a powerful competitive profit-making hotel by implementing all the necessary steps of the turnaround strategy: restructuring the operations, improving finances, and building a strong reputation. 
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Strengths: The Urban Heights Hotel's
strengths could include its excellent
location, well-known brand, devoted

clientele, and current infrastructure.

Weaknesses: Reliance on conventional

revenue streams, high operational

expenses, labour shortages, and
antiquated facilities are a few possible

weaknesses (Aydogan et al., 2024)

Opportunities: New opportunities may
arise in the form of new developments
in the market, improvements in
technology, possible alliances, and the

diversification of services (Das, 2023).

Threats: Threats could be strong
competition, the unpredictability of the
cconomy,  problems  with legal
frameworks, and other unpredictable
events, such as pandemics or natural

disasters.





