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[bookmark: _Toc168002616]Introduction 
[bookmark: _Toc168002617]This report focuses on the financial performance of Urban Heights Hotel over the last three years; it outlines the causes of the decline in revenues, occupancy rates, and customer satisfaction. This paper will analyze the financial performance of the company and the external environment to identify issues and provide a comprehensive solution. The objective is to change the financial condition as well as the image of the hotel in a way that would ensure that the hotel becomes viable as well as generate profits in the future.
Financial Analysis 
[bookmark: _Toc168002618]Revenue Trend 

Figure 1: Revenue Decline in Urban Hights.
The revenue position of Urban Heights Hotel has been poor in previous three years. Hence, the revenue of the hotel was £2,500,000 in 2021, and it decreased to £2,200,000 in 2022 and further to £1,800,000 in 2023. This trend depicts the gradual downsizing of the operations of the business and may be due to factors such as increasing competition, a bad economy, or customer dissatisfaction. This general trend highlights a need to take action and reverse the current negative financial trends for the better.

[bookmark: _Toc168002619]Expense Trend 

Figure 2: Increasing Operating Exp. in Urbar Hights
[bookmark: _Toc168002620]The operating expenses in the year 2021 were worth £ 1,800,000 and rose to £ 2,000;000 in the year 2022 and further rose to £ 2,300,000 in the year 2023. This is to say that even as the revenues have been on the decline, expenses have been on the rise, hence decreasing the profit margins and resulting into a net loss in the year 2023. The rising trend in the operating costs may show that there are inefficiencies and there may be poor cost management which requires urgent strategic decisions to address (Bhimani, 2006).
Profitability Analysis 
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In the last three years, Urban Heights Hotel’s profitability has greatly declined based on the net profit margin, the return on assets (ROA), and the return on equity (ROE). Every metric shows the pressure on the hotel’s finances and identifying areas that need a strategic approach.

Figure 3: Profitability Ratios of Urban Hights
Net Profit Margin
The net profit margin of Urban Heights Hotel has greatly reduced from 28% in 2021 to 9. 09% in 2022, dropping to -27.78% in 2023. This metric, which refers to the proportion of revenue that becomes profit after all costs have been covered, suggests a significant decline in profitability (Atrill and McLaney, 2021). The negative margin in 2023 indicates that the hotel is not only not generating income but is also experiencing losses, which implies that as the years go by, revenue cannot be able to meet the operating expenses. 
Return on Assets (ROA)
The ROA has also shown a similar trend, decreasing from 12.84% in 2021, to 3.92% for 2022 and further declined to -10. 68% in 2023. ROA indicates the extent of the utilization of assets by the hotel to produce profit. The decreasing ROA shows that the asset of the hotel is not generating the same level of revenue as before, indicating inefficient. The negative ROA in 2023 is troubling as it indicates the business assets are unable to generate adequate revenue and are actually losing money. 


Return on Equity (ROE)
The ROE has also been trending down at 31.82% in the year 2021, reduced to 10. 93% in 2022, and further reduced to -36.23% in 2023. ROE is the ratio of net income of a company to the shareholders’ investment in the company (Tracy, 2017). This shows that the hotel is getting poor returns on each dollar its shareholders have invested. The negative ROE in 2023 shows that the shareholders are losing money on their investments and this calls for better management and change of strategy.

[bookmark: _Toc168002621]Liquidity Analysis 
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Liquidity has been a major concern at Urban Heights Hotel based on the current ratio analysis. As at 2021, the current ratio was 1.80, thus indicating that the hotel had the right level of current assets in relation to its current liabilities. As for the year 2022, the ratio was 1.11, a clear indication of reduced liquidity, and thus, a constrained cash flow position. By 2023, the current ratio deteriorated to 0.60. This gives a Liquidity Ratio of a very poor rating which shows that current liabilities greatly outweigh current assets. This trend shows that the hotel has been having challenges in meeting its current liabilities. 

Figure 4: Current Ratios of Urban Hights

[bookmark: _Toc168002622]Solvency Analysis 
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Urban Heights Hotel has had a problem with solvency, which can be seen from the rising debt-equity ratio. As of 2021, the ratio was 1.48, which shows moderate leverage position in terms of the debt-to-equity ratio. However, by 2022, the ratio went up to 1.79, indicating that debt financing is being used more and more by the company. This trend persisted in 2023 where the ratio increased to 2.39, indicating that the hotel’s debt has grown much faster than its equity. An increasing debt-equity ratio depicts the worsening financial risk and decreased financial strength, which calls for operational steps to enhance the hotel’s financial literacy and lessen its reliance on debt (Seal, 2019).

Figure 5: Dept-Equity Ratio of Urban Hights






[bookmark: _Toc168002623]Key Reasons Behind the Decline in Profitability of Urban Heights Hotel
Urban Heights Hotel similar to other hotel businesses has experienced several problems that have affected its profitability. Based on the provided data and current economic conditions, here are five key reasons behind the decline in profitability:
1. Impact of the COVID-19 Pandemic: The outbreak of the COVID-19 pandemic negatively affected the hospitality industry in a very terrible way. Travel bans, quarantines, limitations on gatherings and virtual meeting practices resulted in the reduced bookings of hotels and low occupancy rates (Banfield-Nwachi, 2022). For the Urban Heights Hotel, this translated to a significant decline in the revenue as the guests would either cancel or postpone their journeys. Although the restrictions were gradually relaxed, the rebound has been weak due to people’s hesitancy to travel and shift virtual business meetings. The impact of the pandemic led to the vulnerability of the subsequent financial crisis.
2. Rising Operating Costs: The hotel has seen a steady rise in its operating costs within the last three years with the figure standing at £1,800,000 in 2021 and rise to £2,300,000 in 2023. These are higher energy costs, Inflation on food prices, higher labour costs among others. Ongoing conflict in Ukraine has compounded the global supply chain issues which have led to increased prices of goods and services required in the society (Drury 2021). These costs have gone up and have cut into profit margins greatly.
3. Economic Inflation and Reduced Consumer Spending: The rates of inflation have risen to alarming standards thus affecting consumer spending on products that are not necessity. This is due to the increase in the cost of living whereby people are now reducing their spending on non-core needs such as traveling and other recreational services. This has resulted to the reduced purchasing power of consumers and hence a decline in the number of people using hotel services at the Urban Heights Hotel. As depicted, the revenue of the hotel has gone down from £2,500,000 in 2021 to £1,800,000 in 2023 as depicted in the graph. Also, high inflation rates affect the price of the items that the hotel requires to operate, thus reducing the profits.
4. Poor Pricing Strategies: Pricing management has also not been effectively applied in the hotel in response to the market conditions. Lack of proper revenue management whereby the hotel sells the rooms to the right people at the right time and for the right price has resulted in revenue loss. Lack of proper demand forecasting and inequitable pricing of products based on the current market price has led to the loss of potential profits. The reducing trends of ADR and RevPAR also imply the necessity to introduce a more flexible and adaptable pricing approach (Wild, 2018).
5. Deteriorating Installations and Guest Experience: The physical condition of the hotel’s facilities has been deteriorating over the years. Maintenance and renovations are important in enhancing the guest satisfaction and in preserving the company’s image. But, owing to the lack of resources, important replacements and modifications might have been delayed, which in turn must have affected the quality of the hotel’s services. This in turn leads to low customer satisfaction and reduced repeat business that affects the occupancy rates and revenues. Thus, the physical attractiveness and comfort of the hotel should be preserved to attract guests in the future.








[bookmark: _Toc168002624]Comprehensive Turnaround Strategy for Urban Heights Hotel
Thus, several measures are needed to improve the financial position of Urban Heights Hotel and its image. The strategy should include cost strategies, revenue management, service promotions, and marketing campaigns. Here’s a comprehensive plan:
The management of costs and the enhancement of efficiency
I. Energy Efficiency: Utilize energy efficient technologies and management in a bid to minimize on energy bills. Install smart thermostats, LED lighting, and solar panels where it is possible.
II. Operational Efficiency: Ensure efficiency in the business by embracing technological tools such as the property management systems to help in managing staff, and the inventory. Outsource non-core functions in where ever it is economically viable to do so.
III. Supplier Negotiation: Renegotiate the contracts with the suppliers to get a better deal and more favourable terms as compared to the previous ones (Robertson, 2020). It should consider the process of bulk buying to get the best discount prices.
Revenue Management and Pricing Strategies
I. Dynamic Pricing: It should also incorporate a revenue management system which involves the analysis of demand, competition, trends to set room rates accordingly. This way, the hotel can arrive at the right price to enable it to fill vacant rooms with an aim of generating more revenue.
II. Diverse Revenue Streams: Increase the revenue by introducing meal packages, spa services and local tours. The event space should be used for holding business conferences, business meetings, weddings and other social events.
III. [bookmark: _Hlk168004431]Targeted Marketing Campaigns: Utilize DDM to achieve customer segmentation for the purposes of targeting specific customer groups. Offer different specials and deal to encourage customers to return and stay longer at the facility.


Enhancement of Guest Experience
I. Facility Upgrades: Funds should be provided for important repairs and modifications that will enhance the quality of the guest experience. Pay more attention to the high traffic zones, including the lobby, guest rooms, and food and beverage outlets.
II. Service Quality: Ensure that employees are well trained to provide quality services to the customers. Promote the culture of hospitality and guests’ needs satisfaction. Collect and use guest feedback to enhance services constantly.
III. Sustainability Initiatives: Make use of environmentally friendly strategies to attract the green tourists. Advertise these initiatives as a component of the hotel’s brand recognition.
Strategic Partnerships and Alliances
I. Local Partnerships: Partner with local business and tourism industry in order to develop package and marketing campaigns that will entice the consumers (Seal, 2019). This can bring in customers to the hotel while also promoting the local businesses.
II. Online Travel Agencies (OTAs): Build a good relationship with OTAs to enhance on visibility and sales. Sometimes they can get better terms and more effective marketing opportunities.
Marketing and Brand Repositioning
I. Digital Marketing: To increase the visibility of the organization it is advisable to redesign the website, engage in social media activities, and use online advertisements. This will involve using search engine optimization (SEO) and content marketing to help draw more people to the site.
II. Rebranding: If needed, a rebranding plan should be taken into account to change the outlook of the hotel to make it more appealing. Emphasize the special features and advantages of the business such as location, facilities, and extraordinary service.


Financial Restructuring
I. Debt Management: Consult with financial advisors to improve solvency. This includes refinancing or seeking for new funding with better conditions.
II. Investment in Technology: Invest in tech that brings operational gains and enhances guest experience like mobile check-in, keyless room entry, and guest-centred apps.
Recommendation 
Some major recommendations are as follows:
· Implement Energy Efficiency: Use smart thermostats, LED lighting, and solar panels to reduce energy costs.
· Enhance Operational Efficiency: Utilize property management systems and outsource non-core functions for cost savings.
· Adopt Dynamic Pricing: Implement a revenue management system to optimize room rates and increase occupancy.
· Upgrade Guest Facilities: Invest in repairs and upgrades in key areas like lobbies and guest rooms to improve guest satisfaction.
· Strengthen Digital Marketing: Redesign the website, engage on social media, and use SEO to boost online visibility.
[bookmark: _Toc168002625]Conclusion 
Thus, addressing the financial issues, focusing on revenue management, offering better services, and targeted marketing, Urban Heights Hotel can recover from the current position. Therefore, the hotel that adopts new technologies and works in cooperation with local communities is prepared for the future development and improved guest satisfaction. 
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Operating Expenses 	
2021(£)	2022(£)	2023(£)	1800000	2000000	2300000	


Profitability Ratios 

Net-Profit Margin 	2021	2022	2023	0.28000000000000003	9.0909090909090912E-2	-0.27777777777777779	ROA 	2021	2022	2023	0.12844036697247707	3.9215686274509803E-2	-0.10683760683760683	ROE	2021	2022	2023	0.31818181818181818	0.10928961748633879	-0.36231884057971014	




Current Ratio	
2021	2022	2023	1.8	1.1111111111111112	0.6	



Debt-Equity Ratio	
2021	2022	2023	1.4772727272727273	1.7868852459016393	2.3913043478260869	



Revenue 	
2021(£)	2022(£)	2023(£)	2500000	2200000	1800000	
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Items 2021 2022 2023

Net-Profit Margin 28.00% 9.09% -27.78%
ROA 12.84% 3.92% -10.68%
ROE 31.82% 10.93% -36.23%
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Liquidity Ratio Analysis
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Solvency Ratio Analysis
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