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The report will focus on evaluating the performance of the firm Urban Heights which is the Hotel with a restaurant bar and event facilities. The organisation is located in the urban landscape. However, recently the organisation has been facing a decline in its revenue, occupancy rates, and customer satisfaction. The report will perform the calculation of ratios and give strategies to the firm which will help the firm in making improvements in its performance.   
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Calculation of ratio analysis for the firm Urban Heights Hotel's
	Ratios
	Formula
	2021
	2022
	2023

	Profitability ratios
	
	
	
	

	Net income
	(Net income/Net sales) * 100
	700000
	200000
	-500000

	Net Sales
	
	2500000
	2200000
	1800000

	 Net profit margin
	
	28%
	9%
	-28%

	Liquidity ratios
	Current assets/Current liabilities
	
	
	

	Current assets
	
	450000
	300000
	180000

	Current liabilities
	
	250000
	270000
	300000

	Current ratio
	
	1.80
	1.11
	0.60

	Account receivables
	(Account receivables/Credit sales)*365
	150000
	100000
	80000

	Credit sales
	
	2500000
	2200000
	1800000

	Receivable day
	
	21.90
	16.59
	16.22

	Account payables
	(Account payables/Credit purchase)*365
	250000.00
	270000.00
	300000.00

	Credit purchase
	
	2500000
	2200000
	1800000

	Payable days
	
	36.50
	44.80
	60.83

	Net sales
	Net sales/ Average total assets
	2500000
	2200000
	1800000
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	Average total assets
	
	2725000
	2550000
	2340000

	Asset turnover ratio
	
	0.92
	0.86
	0.77

	Total debt
	Total debt/ total shareholders’ equity
	3000000
	3000000
	3000000

	Shareholders’ equity
	
	2200000
	1830000
	1380000

	Solvency ratio
	
	136%
	164%
	217%

	Net operating income
	EBIT/ interest expenses
	700000
	200000
	-500000

	Total debt service
	
	3000000
	3000000
	3000000

	Debt service coverage ratio
	
	0.23
	0.07
	-0.17





Table 1: Calculation of ratio analysis for the firm Urban Heights Hotel's
(Source: Created by the Learner)   
The above table contains the calculator of ratio analysis regarding the firm Urban Heights Hotel. However, through providing a focus on the above table it has been seen that since the year 2021, the performance of the firm is continuously deteriorating (Kadimet al., 2020). According to the income statement of the firm, it has been seen that the net income of the firm is continuously decreasing and in the year 2023 the net income of the firm has a negative balance of -500000. Due to this in the year 2023, the NPM of the firm was -28% whereas in the years 2021 and 2022, it was 28% and 9%. On the other hand, the current ratio of the firm has also decreased. The reason behind this is the assets of the firm are continuously decreasing but its liabilities are increasing in the year 2021 (Hasanuddinet al., 2021). The CR of the firm in the year 2021 2022 was 1.80 and 1.11 which decreased a lot in the year 2023 and became 0.60.
Additionally, the firm account receivables and credit sales have also decreased while the receivable days of the firm have also decreased in the year 2021. The receivable days of the firm were 21.90 days which deteriorated and became 16.59 and 16.22 days in the years 2022 and 2023. On the other hand, the net sales of the firm are continuously decreasing each year and the value of its assets is also decreasing (Hasanuddinet al., 2021). Due to this, the “Average Turnover Ratio” of the firm was 0.92 in the year 2021 which decreased in the year 2022 and 2023 and became 0.86 and 0.77. It has been also seen through the calculation that the debt of the firm is continuous in each of the years, but the shareholder's equity is decreasing which becomes the most significant factor in masking enhancement in the firm solvency ratio (Hasanuddinet al., 2021). In the year 2021, the solvency ratio of the firm was 136% which has increased in the years 2022 and 2023 and becomes 164% and 217%. Lastly, the net operating income of the firm is continuously decreasing, and the debt services are constant each year. Due to this, the “Debt service coverage ratio” of the firm was 0.23 in the year 2021 which decreased continuously and became 0.07 and -0.17 in the years 2022 and 2023.   
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The key reason which has been identified through the calculation of ratio analysis regarding the decline in the profitability of the firm Urban Heights Hotel is its net profit is continuously decreasing, debts have been increased, and the shareholder's equity of the firm has also decreased (Putri and Rahyuda, 2020). The reason behind all of these is the sales of the firm have decreased which is having an effect on all the factors of the firm. The sales of the firm Urban Heights Hotel have decreased since the firm is not able to provide good services to its consumers due to which the number of unsatisfied consumers of the firm has increased. Additionally, the operating expenses of the firm are also increasing. However, the decline in revenue can contribute to aspects like changes in the preferences of customers, enhancing competition, downtowns of the economy or marketing strategies which are inadequate (Putri and Rahyuda, 2020). Additionally, the enhancement in the operating expenses of the firm Urban Heights Hotel without having enhancement in the revenue is a providing indication of the inefficiencies of the firm or the overruns of the coasts within the operations of the firm. It can have the involvement of factors such as the higher costs of labour, enhancement in the expenses of maintenance or making the use of resources inefficiently (Markonahet al., 2020). On the other hand, the economic challenges which are considered as the external factors of the firm like the downturn of the economy or the disruptions which have been caused through the events of the real world like the COVID-19 pandemic or the instability in political factors.
However, these factors have the capacity to make an effective contribution to declining the profitability of the firm by making effects in the spending of consumers and also their patterns of travelling. 
However, there are different types of risks regarding the hotels such as market risks, operational risks, financial risks and regulatory and compliance risks. The risks faced by the firm Urban Heights Hotel include operational risks and financial risks (Markonahet al., 2020). The organisation is not a bill to provide the best quality of services to its consumers due to which consumers are not getting satisfaction and it is having a direct effect on the overall financial performance of the company.       
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The strategies which can be followed by the firm Urban Heights Hotel include diversification, financial planning along with the operational control.  
Diversification
The diversification of the streams of revenue will provide support to the firm Urban Heights Hotel in reducing its reliance on any particular and single income source (Reschiwatiet al., 2020). However, the organisation Urban Heights Hotel has the opportunity to provide different services rather than just providing rooms or accommodation and food to its consumers like services regarding food along with beverages, hosting attractive events and also providing ancillary services such as spa treatments or tours. Additionally, the diversification of the base of consumers through treating different segments of the market like leisure travellers, event planners as well as business travellers can provide support to the firm in mitigating the risks regarding downturns in the particular segment of the market or even the economic conditions (Reschiwatiet al., 2020). On the other hand, the organisation also has the option that it can make the expansion of its business in the different multiple locations and even it can target a diverse market of geographical (Reschiwatiet al., 2020). It will provide support to the firm Urban Heights Hotel in spreading its risks and minimisation of the impacts which are created through the downturns of the local economy or the geographical events on the overall firm's financial performance.     
Financial Planning
The organisation Urban Heights Hotel has the opportunity that it can develop a comprehensive budget along with a financial forecast. It will provide support to the firm in getting knowledge about the financial challenges which can take place in future (Sari et al., 2022). Hence, it provides support to the firm in making the identification of the way through
which the organisation will be able to mitigate the challenges by developing effective strategies before challenges take place. Additionally, it also enables the organisation to develop realistic goals for finance along with monitoring its performance on the basis of the developed targets. Therefore, it helps the firm in making the identification of the areas in which it needs to make improvements so that it becomes able to make improvements in its overall performance by taking the actions which the firm is required to take (Sari et al., 2022). On the contrary, it is crucial regarding the firm that it has effective financial management due to which it is able to effectively maintain its liquidity along with missing all the obligations which are for the short term. Therefore, through masking the implementation of their sound forecasting of cash flow the organisation Urban Heights Hotel is able to effectively monitor its receivables and payables and also able to manage its working capital in an effective way (Sari et al., 2022). Therefore, it will help the firm in getting the surety that the firm has a sufficient amount of funds for covering all of its operating expenses easily along with the debt obligations.
The organisation also has the option that it can make implementation of strategies of risk management like “coverage of insurance, hedging against currency or the fluctuations of interest rate” (Sari et al., 2022). The firm is also able to develop contingency plans regarding events which are unforeseen. It will provide support to the firm in mitigating financial risks and minimising potential losses.   
Operational Controls
The organisation Urban Heights Hotel has the option that it can make the implementation of the measures of cost control along with the operational efficiencies. It will provide support to the firm in making a reduction in its expenditures and making energy in its profitability (Charoenwonget al., 2024). It may include optimisation of the levels of staff, negotiation of the contracts which are favourable with the suppliers and making an investment in the initiatives of energy saving for making reduction in the costs of the utility. Additionally, managing high-quality service standards along with guest satisfaction is necessary for the firm to sustain success in the long term in the industry of hospitality (Charoenwonget al., 2024). Therefore, by monitoring the feedback of the guests, making the identification of the issues in an effective way and making continuous improvement in service delivery the hotel is able to make improvements in its reputation along with competitiveness. It is also important for the firm to effectively monitor its KPIs like the rate of occupancy, revenue, profit margin and many more. It will provide support to the firm in effectively tracking its financial performance and making the identification of the areas in which it is required to make improvements. Therefore, this approach of data-driven provides an opportunity for managers who are able to develop informed decisions and also make the allocation of resources in effective ways (Charoenwonget al., 2024). Hence, it will help in the optimisation of the firm Urban Heights Hotel's profitability.
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It has been concluded through the overall study that the key reason which has been identified through the calculation of ratio analysis regarding the decline in the profitability of the firm Urban Heights Hotel is its net profit is continuously decreasing, debts have been increased, and the shareholder's equity of the firm has also decreased. The organisation also has the option that it can make the expand its business in the different multiple locations and even it can target a diverse market. It is crucial for the firm that it has effective financial management due to which it is able to effectively maintain its liquidity along with missing all the obligations which are for the short term.
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