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[bookmark: _idtr8j8i85tf][bookmark: _Toc165989705][bookmark: _Toc165992753]Introduction
Urban Heights Hotel, the double-decker hotel, which was quite popular in its prime, has been having serious financial difficulties for the last 3 years. The report of their financial analysis confirms the reduced profit, the degradation of their liquidity, the debt creation and the operational inefficiency. The hotel revenue went down from £2,500,000 in 2021 to £1,800,000 in 2023 and operating expenses have been going up and through poor financial management, it has been a gross loss of 28%. The liquidity ratios are tighter than before, and it is doubtful whether the hotel has enough money to fulfil short-term debts. The hotel's fixed capital situation has worsened due to rising debt-to-equity and debt-to-asset ratios, whose main source of financing is debt and this can lead to chronic long-term financial problems (Nyanamba, 2019). The hotel aims to overcome these obstacles using operational restructuring, strategic initiatives and financial restructuring. The ultimate goal is financial revival, reputation restoration and establishment of business sustainability in the competitive hospitality industry (Fenitra et al., 2022).
[bookmark: _nscmgglzko7x]

[bookmark: _Toc165989706][bookmark: _Toc165992754]Financial Trends Evaluation
[bookmark: _s299p9covozg][bookmark: _Toc165989707][bookmark: _Toc165992755]Profitability Ratios
The capacity of a business to turn a profit from operations, balance sheet assets, or shareholders' equity is evaluated using profitability ratios. The margin ratio and return ratio are examples of profitability ratios (Rashid, 2021).
[bookmark: _up7z8oqb8e9][bookmark: _Toc165989708][bookmark: _Toc165992756]Gross Profit Margin
In 2021, Gross Profit Margin 		= (Revenue - Operating Expenses) / Revenue 						= (£2,500,000 - £1,800,000) / £2,500,000 							= 0.28 or 28%
In 2022, Gross Profit Margin		= (£2,200,000 - £2,000,000) / £2,200,000 							= 0.09 or 9%
In 2023, Gross Profit Margin		= (£1,800,000 - £2,300,000) / £1,800,000 							= -0.28 or -28%
[bookmark: _7aizz3nbicg][bookmark: _Toc165989709][bookmark: _Toc165992757]Net Profit Margin
In 2021, Net Profit Margin 		= Net Income / Revenue 									= £700,000 / £2,500,000 									= 0.28 or 28%.
In 2022, Net Profit Margin 		= £200,000 / £2,200,000 									= 0.09 or 9%
In 2023, Net Profit Margin 		= -£500,000 / £1,800,000 									= -0.28 or -28%
[bookmark: _18vfsherm2wl][bookmark: _Toc165989710][bookmark: _Toc165992758]Liquidity Ratios
The liquidity ratio is one type of financial metric used to evaluate a company's ability to pay down its current debt. The figure helps assess if a company has enough liquid, or current, assets to cover its current liabilities (Blessing and Sakouvogui, 2023).
[bookmark: _rlkxmndxp9c5][bookmark: _Toc165989711][bookmark: _Toc165992759]Current Ratio
In 2021, Current Ratio 		= Current Assets / Current Liabilities.
Here, 	Current Assets 		= Cash and Cash Equivalents + Accounts Receivable 					= £300,000 + £150,000 = £450,000 
Current Liabilities 		= Accounts Payable = £250,000 
Current Ratio 			= £450,000 / £250,000 = 1.8
In 2022, Current Ratio 		= (£200,000 + £100,000) / £270,000 								= 1.11
In 2023, Current Ratio		= (£100,000 + £80,000) / £300,000 								= 0.6
[bookmark: _sq9ndqdsd6qn][bookmark: _Toc165989712][bookmark: _Toc165992760]Quick Ratio
In 2021, Quick Ratio (Acid Test Ratio) 	= (Cash and Cash Equivalents + Accounts Receivable) / Current Liabilities 														= (£300,000 + £150,000) / £250,000 								= 1.8
In 2022, Quick Ratio (Acid Test Ratio) 	= (£200,000 + £100,000) / £270,000 								= 1.11
In 2023, Quick Ratio (Acid Test Ratio)	= (£100,000 + £80,000) / £300,000 								= 0.6
[bookmark: _2t4tlhd8dz1g][bookmark: _Toc165989713][bookmark: _Toc165992761]Solvency Ratios
The capacity of a company to pay off long-term debts and commitments is assessed using a solvency ratio. Debt-to-asset, debt-to-equity (D/E), interest coverage, and equity ratios are important measures of solvency (Amoa-Gyarteng, 2022).
[bookmark: _4kmjzy7mc5dp][bookmark: _Toc165989714][bookmark: _Toc165992762]Debt-to-Equity Ratio
In 2021, Debt-to-Equity Ratio 	= Total Liabilities / Total Equity 								= £3,250,000 / £2,200,000 									= 1.48
In 2022, Debt-to-Equity Ratio 	= £3,270,000 / £1,830,000 									= 1.79
In 2023, Debt-to-Equity Ratio	= £3,300,000 / £1,380,000 									= 2.39
[bookmark: _9a6x7jgbygeg][bookmark: _Toc165989715][bookmark: _Toc165992763]Debt-to-Asset Ratio 
In 2021, Debt-to-Asset Ratio 		= Total Liabilities / Total Assets 								= £3,250,000 / £5,450,000 									= 0.60 or 60%
In 2022, Debt-to-Asset Ratio 		= £3,270,000 / £5,100,000 									= 0.64 or 64%
In 2023, Debt-to-Asset Ratio 		= £3,300,000 / £4,680,000 									= 0.71 or 71%
[bookmark: _Toc165989716][bookmark: _Toc165992764]Efficiency Ratios
The efficiency ratio evaluates how well a company can make money off of its resources. An efficiency ratio, for instance, often examines a variety of business factors, such as how long it takes to turn items into cash or collect payments from clients (Hassan, 2018).
[bookmark: _okqeue232t8l][bookmark: _Toc165989717][bookmark: _Toc165992765]Asset Turnover Ratio
In 2021, Asset Turnover Ratio 	= Revenue / Total Assets 									= £2,500,000 / £5,450,000 									= 0.46
In 2022, Asset Turnover Ratio	= £2,200,000 / £5,100,000 									= 0.43
In 2023, Asset Turnover Ratio	= £1,800,000 / £4,680,000 									= 0.38
[bookmark: _4nb8on7o9um]

[bookmark: _Toc165989718][bookmark: _Toc165992766]Financial Analysis
Over the last three years, Urban Heights Hotels has shown a massive drop in revenue figures, which is £2,500,000 in 2021 has become £1,800,000 by the year 2023. Such a downward trend is often caused by lessening occupancy volumes, lower room rates, or decreased demand for hotel service. The company has seen a rise in its operating expenses from last year's £1. 8m to this year's £2m, and additionally to next year's £2. 3m. The elevating operating costs may account for the increased costs of materials and services, higher lab costs or poor management of the cost (Laviana et al., 2016). 
For the past 3 years, the hotel's performance declined severely as demonstrated by the net profit margin change that went from 28% in 2021 down to 9% in 2022 and as low as -28% in 2023. This explains that the hotel is not growing fast enough in 2023, which implies that it is operating at a gross loss. In addition, the net profit margin has also decreased considerably.  In 2021, it was 28%, but in 2022 it went down to 9% and has aggravated to -28% now, and hence the hotel has been incurring a huge net loss. 
[bookmark: _g7erbik94gco]A distressing three-year period for the hotel’s liquidity is apparent because of the decrease in the current and quick ratios, which show a smaller ability to meet short-term liabilities. The Debt-equity ratio has gone up from 1. There were 48 cases in 2020 rising to 1.79,  the year 2022 and it is 2. At the end of 2023, they had outstanding debt of £39 million, compared to the equity value of £0.5 million, which means the hotel had a high debt-to-equity ratio and that raised some solvency issues. The debt-to-assets ratio has also augmented, from 60% in 2021 to 64% in 2022 and then finally to 71% in 2023, thereby showing that the major part of the hotel assets is financed by debt, which can be a risk to the long-term financial stability of the hotel. The efficiency has not suffered either, since the asset’s turnover ratio also diminished from 0. 46 in 2021 falling to 0 .43 in 2022 and  last year to 0.38 . This goes hand in hand with a decrease in the productivity of the hotel's assets which might be tied to effective asset management and even to the underutilization of resources. 
The deteriorating conditions of Urban Heights Hotel’s financial patterns in the past three years are alarming. The hotel has suffered badly from lowering profitability, with deleting gross profit margins and net profit margins, as a result of zero profit in 2023. The liquidity position turned weaker than before, but the current and quick ratios were low, which raised concern about the hotel's short-term liabilities (Supraiatman and Judiarni, 2023). Furthermore, solvency is seriously affected, thus the situation has worsened and the companies need debt financing which is a long-term financial risk. Moreover, the falling asset turnover ratio suggests that the hotel operation could be facing some asset utilisation inefficiencies to generate the required revenue. 

[bookmark: _Toc165989719][bookmark: _Toc165992767]Reasons for Declining Profits
The hotel brand Urban Heights experienced a stagnate in profits for the past 3 years trying to resolve this issue should study the major external factors that caused this. The extent of this crisis involved both the COVID-19 pandemic and the response that followed.  This, in turn, resulted in a series of travel restrictions, lockdowns, and in some places, a loss of consumer confidence (McCartney, 2021). This, in its finality, caused a huge drop in occupancy rates and revenue. The pandemic resulted in more expenses for running a business because of additional protective measures put in place, personnel challenges, and many other operational difficulties (Shafi et al., 2020). The hospitality sector is super competitive and the Urban Heights Hotel being one of them might have become the victim of additional entrants and alternative accommodation modes and systems. Customers could be inclined to experience rather than to entertain,  or they could wish to save on money a lot.  This may be the reason that the hotel had to struggle with attracting and retaining guests. 
Increased expenses which include wage premiums, rising utility prices, and exorbitant procurement of goods and other services have been the major reason behind the setback in the level of profit (Fan et al., 2018). With the current economic circumstances that is inflation, recession concerns and parsimony of consumers' spending in the marketplace, the hotel industry might have been affected, not only in the revenues, but also in the levels of occupancies. What could be insufficient performance or a disorganized administration in the hotel industry like poor resource allocation, wrong inventory management, or inadequate cost control measures may have been some of the causes of the decline in profits. Also, higher debt-to-equity and debt-to-asset ratios indicate that for the last three years, Urban Heights Hotel has borrowed more, which, further adds to the struggle of the hotel to reach the purpose of profitability (Beswick et al., 2016).
[bookmark: _x8fxxf2q3i2u]

[bookmark: _Toc165989720][bookmark: _Toc165992768]Financial Transformation Strategy
Urban Heights Hotel, a reputable hotel in town, has experienced a downward trend in its financial situation in the last three years. To upturn the financial standing and rebuild the image of the hotel a complicated turnaround strategy is to be written (Kim and Mauborgne, 2014). This approach encompasses undertaking an operational evaluation that embraces maximising efficiency through cost optimization as well as revenue generation. By conducting market research, managers might be able to find those hidden sources of revenue and a flexible pricing policy, as well as using customer relationship management tools, may result in customized ways of making guests feel welcome and thus build brand loyalty. Some of the assets may be neglected, and some of them are not a core asset.  If selling or leasing back these non-core assets might help to reduce debt level, the hotel should regard this as the case. Besides that, the use of debt restructuring tools, such as finance backed by assets or equity injection (Paris and Wyplosz, 2014), can also be sought to decrease dependency on the only traditional debt option that limits financial stability. 
Developing a brand positioning strategy and marketing tactics is of great value, as a brand audit would assess the hotel's position, reputation, and brand image among its customers. A thorough rebranding and marketing toolkit could be produced by us to reinvent the hotel's image and draw new customers towards it. Employing digital advertising mediums, and social media networks, and collaborating with strategic partners can help to build the popularity and visibility of the hotels as well as reach their target audience effectively. It is equally important to invest in human capital and employee development so that there is improved quality of service delivery to the guests (Guest, 2017), as well as operational efficiency. Enculturing desirable cultural settings gives birth to positive reception and customer loyalty can be gained. 
Establishing synergistic informational relationships and alliances with businesses playing similar roles can increase and utilise cross-promotion in the marketplace (Ashari et al., 2014). If the company cooperates or associates with notable hotel loyalty programs and associations, chances are that the hotel will become more credible and market its products extensively. Setting strong and proper financial controls and performance evaluation is the only way to reveal the accurate state of health of the hotel and to check the progress of the turnaround strategy. Containerization goes further by way of periodical audits and data-based decision making which can guarantee continuous progress as well as sustainability in the long haul.
[bookmark: _hzi12ioqwmw]

[bookmark: _Toc165989721][bookmark: _Toc165992769]Conclusion
One of the approaches taken by Urban Heights Hotel through the turnaround strategy is to find financial solutions which are currently the biggest concern of the hospitality business and cause the lack of profitability. The plan includes operational improvements, volume improvements brand placements partnership enhancements, and top financial controls. Still, full implementation compels commitment, agility, and data-driven decision-making. Performance meetings that will be held in cycles and data-based decision-making will allow the hotel to adjust to market situations and clients' demands.
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