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[bookmark: _Toc168189131]Introduction
The modern world has lots of unique scenario where one business can thrive. The main target of these scenarios should be identification of the current condition and focusing the prospect of effective solution which will foster future revenue stream that will enhance the overall development of the business. For this business report, the case study that has been given to us Urban Heights. The problem with urban heights was in last 3 years there are drop in revenue which will be analysed here. The overall profitability of the company also went downhill due to increase of high operating expense (Trahms et al, 2013). The balance sheet shows the crucial information about current ration, liquidity ratio and others. This report will focus on the prospect of the necessary details on how it can identify the problems and will work on those particulars. The more correlation with this will help the company to recommend on how the work will focus on the recommendation of the future prospect of the company. This will help to turnaround plan for the Urban Heights which will ensure the profitability and revenue improvement of the company. 



[bookmark: _Toc168189132]Evaluation of Trend and Pattern 
The financial condition of the current company Urban Heights can be described into many scenarios. But a solid analysis will always help the overall outcome of the business in longer term (Terdpaopong et al, 2012). For this reason, the following analysis will be done according to the data that has been collected.
[bookmark: _Toc168189133]Revenue Analysis
The first thing for a company to survive is revenue. If a company does not make revenue in longer term. It is not possible for one company to grow if the revenue drops down to certain level. For this report, the 3 year of revenue of Urban Heights has been calculated. 
	Year 
	2021
	2022
	2023

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



As we are seeing here in the first year the revenue was 2,500,000 GBP and it has a declining curve (Tangpong et al, 2015). In the next year it lost 300,000 GBP in revenue as in 2021 the Covid-19 19 was in full swing, this might be the reason behind this. The next year 2022, still could not take the backlash of falling economy and also lost 400,000 GBP in revenue. If we plot the graph in the excel we will be seeing a downward trend which says the next year the revenue will be much less. 
[image: ]
Figure 1: The revenue analysis graph of Urban Heights
[bookmark: _Toc168189134]Operating Expense Analysis and Its impact on Profit
As we are looking for the operating expense, there is also a problem there. The operating expense is also rising on the basis of 200,000 GBP is first year and 300,000 GBP which is problematic in future. 
	Item 
	2021
	2022
	2023

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



The trend curve is given below. It also shows that the curve is moving upwards. The next year is possibly getting higher operating expense.  
[image: ]
Figure 2: The operating expense analysis graph of Urban Heights
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The company's obligations remain unchanged from 2021 to 2023, however there is a concerning trend in the company's asset base and equity. During these three years, the research will analyse the company's assets, liabilities, and equity, focusing on significant changes and the financial impact they had (Slatter, 2006).
A more thorough examination of the business's assets reveals a significant decline. A liquidity issue or large unrecouped withdrawals might explain the precipitous decline in cash and equivalents from £300,000 in 2021 to £100,000 in 2023. This precipitous decline can indicate that the company is spending too much money without seeing any immediate benefits or is having trouble keeping its funds in reserve.
In 2023, the amount of money owed by customers decreased from £150,000 in 2021 to £80,000. A decrease in sales, leading to a reduction in outstanding receivables, or an improvement in the efficiency of receivables collection could explain this dip. The impact on business operations and cash flow of either scenario requires more investigation.
	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 3: The Balance Sheet for Urban Heights
By 2023, the value of the company's property and equipment had dropped from £5,000,000 in 2021 to £4,500,000. This drop can be due to depreciation or the sale of assets incurred by the company. But the trend of declining investment suggests the company isn't putting enough money into asset upkeep and improvements, which can impact operational capacity in the long run.
Between 2021 and 2023, total assets dropped from £5,450,000 to £4,680,000, a decrease of 14.1%. The company's ability to grow and stay in business is called into doubt by this ongoing depletion of assets.
A little rise was seen in the firm's liabilities. In 2023, accounts payable, which represent short-term liabilities to suppliers, increased from £250,000 in 2021 to £300,000. This increase might be due to additional purchasing activity or to payment terms that suppliers have negotiated. While this could help with liquidity in the near term, it might cause problems in the road if the company has to postpone payments in order to deal with liquidity.
[bookmark: _Toc168189136]Risk Analysis of Urban Heights 
£3,000,000 in long-term debt has never changed. The company has maintained its financial stability by refraining from taking on more long-term debt, which might lower its risk profile. Nonetheless, this indicates that the company has refrained from using debt financing for its development (Singhania et al, 2012).
Increases in both 2021 and 2023 brought total liabilities up to £3,300,000. The financial position is made worse when there are consistent commitments and shrinking assets. The remaining interest of the firm's owners, known as equity, has decreased from £2,200,000 in 2021 to £1,380,000 in 2023. There is cause for worry with a retained profit or anticipated loss decline of 37.3%. A falling equity base indicates that the corporation is either losing money or isn't reinvesting its profits. The future of the firm and its worth to shareholders are put into doubt by this.
According to financial measures, the company's situation is becoming worse. A decline from 1.8 in 2021 to 0.6 in 2023 was seen in the current ratio, a measure of short-term liquidity. The company may have trouble meeting its short-term obligations if its cash and accounts receivable ratio is less than 1, which indicates liquidity difficulties.
From 2021 to 2023, there was an increase in the debt-to-equity ratio, a measure of financial leverage, from 1.48 to 2.39. The ratio is showing signs of increasing reliance on debt finance rather than equity, which might have negative effects on the firm's creditworthiness and increase financial risk.
A decrease is shown by the financial analysis during a three-year period. Impending problems are indicated by a dwindling asset base, equity, and liabilities ratio, a shrinking liquidity ratio, and rising financial leverage. Management may need to address liquidity issues, stabilise or increase equity, and manage debt if the company wants to be financially stable in the long run. It could be crucial for the company's future performance to strategically enhance debt management, cash flow, and asset management.
[bookmark: _Toc168189137]Urban Heights Real Reason Behind the Current Scenario
1. It is concerning that cash and equivalents would suddenly decrease from £300,000 in 2021 to £100,000 in 2023. This drastic cut suggests the company would have trouble meeting its short-term obligations. Reduced cash on hand is the result of careless handling of funds or making too many withdrawals (Schweizer & Nienhaus, 2017). Some possible causes of this include operating losses, excessive capital expenditures, and insufficient working capital management.
2. There are two plausible explanations for the fall in accounts receivable from £150,000 in 2021 to £80,000 in 2023. It can be a sign of improved accounts receivable collection (Schoenberg et al, 2013). Nevertheless, it might indicate a decline in sales and a reduction in receivables. The latter scenario foretells a decline in business volume or clientele, which might impact future revenue.
3. By 2023, the value of the company's property and equipment had dropped from £5,000,000 in 2021 to £4,500,000. Possible causes for this decline include asset sales or depreciation (Pretorius, 2009). In the second case, the company may have to sell off assets to cover expenses, which is clearly not sustainable. Operating capacity and income production might be affected by a drop in the value of property and equipment.
4. Expanded Portfolio Accounts payable increased during 2023, going up from £250,000 in the previous year to £300,000. Perhaps this increase is due to the fact that supplier payment agreements provide short-term financial assistance (Peurach & Neumerski, 2015). On the other hand, if payments are delayed, it might hurt relationships with suppliers and throw off the supply chain. Financial problems can become worse if this approach raises costs or causes suppliers to lose faith in it.
5. Stable throughout the long run Total long-term debt has remained unchanged at £3,000,000 throughout. A stable amount of debt indicates that the company is not taking out loans to fund its growth, which is a sign of good financial management (Panicker & Manimala, 2015). The interest burden will remain without debt reduction, which might be expensive, especially if the company's revenues are minimal.
6. A precipitous fall occurred in equity between 2021 and 2023, with £2,200,000 falling to £1,380,000. Losses or insufficient investments by the company are to blame for this decline. Decreased equity makes it harder to raise funds and reduces shareholder value. It suggests the company's long-term sustainability is in jeopardy since its net worth is falling.
7. Going from 1.8 in 2021 to 0.6 in 2023, the current ratio shows that the firm is having trouble with liquidity as its current obligations are higher than its current assets. Leverage and financial risk were increased when the debt-to-equity ratio increased from 1.48 in 2021 to 2.39 in 2023. A company's creditworthiness and access to capital can take a hit if its leverage levels are too high and its revenues fall short of interest payments.
[bookmark: _Toc168189138]Turnaround Plan for Urban Heights
1. The company is in a precarious financial position as a result of falling financial ratios, equity, liabilities, and assets (Hill, 2017). If the company wants to overcome these obstacles and get its finances in order, it requires a detailed plan to boost operations, revenue, liquidity, and debt management.
2. To begin, there has to be better management of cash flow. The company has to do a better job of predicting and tracking its cash flow. Faster receivables collection and more liquidity may be achieved by tightening consumer credit standards and offering incentives for early payments. Less excess inventory means more cash in the bank thanks to just-in-time inventories and better demand forecasts. When looking for ways to cut costs without compromising service or quality, a thorough analysis of operational expenses is required.
3. Expansion of the market is necessary for revenue development (Filatotchev et al, 2006). The company should expand into other areas or industries and ramp up its marketing efforts if it wants to boost its bottom line and bring in more customers. Companies that put money into research and development to make and improve their goods and services are more likely to meet customer demands. Customers will continue to patronise businesses that prioritise their loyalty and happiness.
4. Efficient handling of debt is crucial. To reduce monthly payments, the company should negotiate with its creditors for longer payment terms, lower interest rates, or loan consolidation (Cuny & Talmor, 2007). Refinancing at a lower interest rate could improve cash flow by reducing interest expenses.
5. In order to stabilise operations, it is necessary to assess all assets and determine which ones may be sold off without impacting operations. At the same time, there should be an emphasis on conserving and upgrading critical assets for long-term efficiency. One way to save costs is to bargain with suppliers for better payment terms and bulk purchasing discounts (Pandit et al, 2014). The company will be able to compare its financial performance to its goals on a regular basis and adjust as needed with the help of improved reporting and analytical tools.
6. The company may be able to get out of its financial jam and set itself up for sustained success if it implements these strategic measures. Maintaining and growing the business in this cutthroat market requires financial stability.



[bookmark: _Toc168189139]Conclusion
This business report uses Urban Heights as a case study. The income decline from urban heights in the past three years will be examined here. Due to rising operational costs, firm profitability fell. The balance sheet displayed important ratios including current ratio and liquidity ratio. This report has identified and address issues by focusing on specifics. The business may indicate how the effort will concentrate on its future prospects if this is more correlated. This will aid Urban Heights' recovery strategy, boosting profits and income.
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