
MODULE TITLE AND CODE: BMIH 5007 – FINANCIAL MANAGEMENT FOR THE HOTEL INDUSTRY









Student Name: Mojnu Miah
Student ID: 2233687
Word Count: 2113
Contents
Executive Summary	3
Introduction	4
Evaluation of Trend and Pattern	5
Revenue Analysis	5
Operating Expense Analysis	6
Profitability Analysis	7
Balance Sheet Analysis	8
Current Ratio Analysis	8
Debt-to-Equity Ratio Analysis	8
Asset Turnover Ratio Analysis	9
Key Reasons behind the Situation of the Urban Heights	9
Urban Heights Turnaround Plan	10
Conclusion	12
References	13





[bookmark: _Toc167863784]Executive Summary 
Company success relies on numerous factors. Modern business schools teach and evaluate financial performance to guarantee short- and long-term profitability and revenue. Revenue and profit are the main drivers of long-term development, ensuring corporate sustainability and excellence. This case study's short and long-term projects will assure product quality, which will be crucial for comparing Urban Heights Hotel. This is important to assure revenue, profitability, and other crucial ratio analysis for the report to determine the hotel's future type. As revenue has declined in the previous two years, we will explore future investment prospects and possibilities. This research will examine how to grow a firm over time and which turnaround program will preserve Urban Heights from fast revenue drop. This comparison study will assure the quality of the job for the hotel's financial future.


[bookmark: _Toc167863785]Introduction
The performance of a company depends on so many things. In modern business school, the financial performance is learnt and checked through so many things that will ensure the profitability and revenue income not only in short term but also in long term. The revenue and profit are the primary concern of the long-term growth which will ensure any kind of business sustainability and excellence nature of that. In this case study both short and long-term project will ensure the quality of the product nature which will be key factor for making comparative analysis of Urban Heights Hotel. This is also critical to ensure revenue, profitability and other key ratio analysis for the report which will help us to understand which kind of hotel it is going to be in future. The future investment prospect along with what options we have for the future as there is decline in revenue in last 2 years will be discussed in details. This report will deep dive into the thinking of how to make a business thrive over the long period of time as well as which turnaround policy can be used to save Urban Heights from rapid decline in revenue. This will also give comparative analysis which will ensure the quality of the work for the future prospect of the hotel in financial domain. 



[bookmark: _Toc167863786]Evaluation of Trend and Pattern 
[bookmark: _Toc167863787]Revenue Analysis 
Revenue is the life force of a company. To see that we are seeing, in 2021 the revenue is 2.5 Million Euro. In 2022 this is 2.2 Million Euro. This is 300K Euro revenue loss in single year without taking inflation into adjustment. In 2023 it is seeing the value goes down to 1.8 Million Euro. This is significantly drop in the revenue. The 400K Euro loss is not easy to ignore (Walker, 2011). This is quite high for a company like Urban Heights. The main reason behind it is that there is economic downturn in UK. The COVID-19 effect was in full swing which creates problem for the company to run in longer period of time. The overall prospect is to know about the quality of revenue stream that is mandatory for the production of different kinds of services.
	Year 
	2021
	2022
	2023

	Revenue 
	£2,500,000 
	£2,200,000 
	£1,800,000



This year if other hotels are brought into comparison, we will see the same result. However, the economic downturn is a serious issue here due to the fact that, there are multiple scenario where this will create significant problem for the longer period of time. We are also seeing that the revenue is also dropping significantly here due to not rebounding with proper technology in this period.

Figure 1: Revenue Analysis of Urban Heights (Source: Case Study)
[bookmark: _Toc167863788]Operating Expense Analysis 
Due to Supply chain disruption, the company is gaining significant cost in operating expenses (Vogel, 2014). The inflation was also high in this time which created problems without inefficient methods and outdated technology. The supply chain disruption in this time created havoc. The hotel needed to go for extra precaution on the basis of different kind of research and strategic problem. The below chart shows the operating expense of the company over the year. 
	Item 
	2021
	2022
	2023

	Operating Expenses 
	£1,800,000 
	£2,000,000 
	£2,300,000



The trend is following a straight line. This also show the constant nature of increment of different kind of product price that are constantly in need of service industry (Ruel et al, 2010). This should be counted as the proper flow plan of the product. This is also one of the most interesting area as the operating expense can be cut with proper method such as six sigma or others. In here, lack of clarity it was almost impossible to get to the point where the operating expense can be down to the point. This is one of the few reasons why profits is lower for Urban Heights compare to the previous years in this case study.

Figure 2: Operating Expense Analysis of Urban Heights (Source: Case Study)
[bookmark: _Toc167863789]Profitability Analysis 
The basic principle for any kind of profit is to make sure that there are more revenues and less cost (Roy and Pickering, 2012.). The more revenue it will earn, the more it will increase over the time. The less cost company incur the higher profit margin it will do. But for Urban Heights both are not in favour for them. As it has been shown here is that the net income for 2021 was 700,000 Euro. Where in 2022 it dropped to 200,000 Euro. In 2023 Urban Heights was in loss. And made around 500,000 Euro loss due to increment in operating expense and decline in revenue. The overall prospect of this is to look for how it happened. 
	Item 
	2021
	2022
	2023

	Net Income 
	£700,000 
	£200,000 
	(£500,000)



The operating expense increased due to supply chain disruption which created huge price rice for the products that will be used in service industry (Ng et al, 2011). The net income for this also decreased due to not having adequate cash flow in last 2 years. The combine impact of this created the problem of the product line which caused serious scenario for the Urban Heights. Though with proper measure it could be reduced. The proper measures will be discussed in later part. 

Figure 3: Net Income Analysis of Urban Heights (Source: Case Study)
[bookmark: _Toc167863790]Balance Sheet Analysis
	Asset/Liability 
	2021
	2022
	2023

	Cash and Equivalents 
	£300,000 
	£200,000 
	£100,000

	Accounts Receivable 
	£150,000 
	£100,000 
	£80,000

	Property and Equipment 
	£5,000,000 
	£4,800,000 
	£4,500,000

	Total Assets 
	£5,450,000 
	£5,100,000 
	£4,680,000

	Accounts Payable 
	£250,000 
	£270,000 
	£300,000

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

	Total Liabilities 
	£3,250,000 
	£3,270,000 
	£3,300,000

	Equity 
	£2,200,000 
	£1,830,000 
	£1,380,000



Figure 4: Balance Sheet Analysis of Urban Heights (Source: Case Study)
The balance sheet is the life force for any kind of financial analysis. This year, the we are seeing, the total asset is decreasing over the year. From the year 2021 to 2022, the total assets drop to 350K Euro (Nadhim et al, 2016). For the same reason, the total assets drop to 420K in later year in 2023, the accounts receivable was decreasing as well as the cash flow. 
The accounts payable was slowly increasing. The total liabilities were increasing, but with industry average compare to the total liabilities that will be impacting the equity. The total liability was increasing with the total equity decreasing was creating havoc in overall business situation (Lohri et al, 2014). The economic downturn can be identified as the problems that are impacting it to the max.
[bookmark: _Toc167863791]Current Ratio Analysis
The current ration was also done. As in 2021, the current ratio was around 1.8 and in 2022 it was dropped to 0.93. In 2023, we have seen this kind of pattern for global phenomenon multiple times (Iriani et al, 2023). This is not serious issue. But dropping to 0.6 in 2023 is quite problematic. The reason can be connected to poor fund management as well as long term plan for sustainability in the business.
As financial analysis, one should know that the current ration under 1 is quite not good for the company (Guironnet et al, 2016). This also suggest that the overall prospect of the business should be good for sustaining a better current ratio all over the situation. 
With this type of current ration, the short-term cash flow will be reduced. This will be tougher for the company to meet the short-term obligations. This is also problematic in future for different case scenario which will create many problems for the company is the goodwill of the company is disrupted. 
[bookmark: _Toc167863792]Debt-to-Equity Ratio Analysis
The debt to equity ration is another one that checks the overall spectrum will be changed. The ration has debt to equity ratio in 2021 1:1.36. But, as we are looking forward we are seeing more and more debt increased. The business gradual increase will be 2.17 in debt over 2023 which was 1.64 in 2022. This shows the company is getting more and more loan from the market. When a company does not have adequate cash flow, normally this kind of thing happens. For this reason, the debt to equity ratio increased over the time here. If it is not possible for them to repay the debt, the interest rate will crunch the future asset of the company. 
[bookmark: _Toc167863793]Asset Turnover Ratio Analysis
The proper examination of asset turnover in the report shows that the overall total assets dropped significantly over the years. This includes several problems such as short-term cash flow problem, the financial crisis, and overall loss in profitability. This is quite a problem for the Urban Heights. But for this reason, it is essential to know the proper ways on how to do the work that will make better use of asset turnover ratio. The other ratios that are mentioned will help it to get the best use of the financial guideline over the time. 
[bookmark: _Toc167863794]Comparative Analysis on Key Reasons behind the Situation of the Urban Heights 
Compared to the other hotel chain like Hotel Shangri La and others, the situation is quite worse. There are some reasons behind that (Francis et al, 2017). First of all, proper pre-caution to handle any kind of scenario is a mandatory step for any kind of business. But, Urban Heights failed to grasp that. This is quite problem. For this reason, when economic downturn came they could not execute a plan that will aid them in this dire scenario. For this reason, asset to liability and other ratios went into such situation (Fernández and Lutz, 2010).
The overall prospect of business is to check how others like Hotel Marriot are doing. As they are global giant, there are several things that they can do. Firs of all they are hedging the risks all over the world business (Waite, 2013). So, when economic recession came, they handle it or tackled it with proper steps. The Urban Heights should be more agile to become tackle such scenarios that are coming from business like other competitor. 
[bookmark: _Toc167863795]Urban Heights Turnaround Plan 
The turnaround plan for Urban Heights can be used in multiple scenario. The first and foremost duty for the financial proposition is to make a resilient business model.
1. Resilient Business Model: With proper resilient business model it is possible to make the best use of the current resources of the business for the company in multiple ways (Brueckner, 2011).
2. Better Service Delivery: The service that is delivered can be used for better process which will ensure more revenue income.
3. Improved Supply Chain: The supply chain can be improved to make it better for the use of proper assets.
4. Asset Management Tools: The use of modern asset management tools for Urban Heights will help them make a stronger financial position for economic downturn. 









[bookmark: _Toc167863796]Conclusion
A company's success is dependent on a great number of different factors. The financial performance is taught and examined in current business schools via a great number of factors that will guarantee the profitability and revenue income not only in the short term but also in the long term. When it comes to long-term growth, the key worry is the income and profit, which will assure the sustainability of any sort of firm and the excellent nature of it. For the purpose of this case study, both short-term and long-term projects has been used to guarantee the quality of the product nature, which will be an essential component in the process of conducting a comparative analysis of the Urban Heights Hotel. This is also very important in order to guarantee revenue, profitability, and other essential ratio analysis for the report, which has assisted us in determining the kind of hotel that it will be in the future. In light of the fact that there has been a reduction in revenue over the course of the last two years, we have thoroughly addressed the future investment prospects as well as the alternatives that we had for the future. The purpose of this research was to conduct an in-depth investigation into the ways in which a company may flourish over an extended length of time, as well as to determine which turnaround strategy can be used to rescue Urban Heights from experiencing a precipitous decrease in sales. Additionally, this report has provided a comparative analysis, which has guaranteed the quality of the job for the hotel's future prospects in the financial arena. 
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Net Income Analysis 

2021	2022	2023	700000	200000	-500000	


Revenue Analysis 

2021	2022	2023	2500000	2200000	1800000	


Operating Expense Analysis 


2021	2022	2023	1800000	2000000	2300000	
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