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[bookmark: _Toc166680252]Introduction: 
The present report is based on “The Urban Heights” hotel with restaurant, event and bar facilities. The hotel is situated in urban landscape. Nevertheless, in the recent years, the hotel has suffered reduction in its profitability position due to fall in its revenue, occupancy rates and consumer satisfaction. As a result, the owner of hotel has expressed regarding the future viability of the business. The current report will be recommending turnaround strategy for “The Urban Heights” so that the business returns to profitable position. Furthermore, the report will be conducting ratio analysis of the hotel to understand the profitability, liquidity, solvency and efficiency position of the business. Finally, a conclusive turnaround strategy will be recommended to the owner of “The Urban Heights”. 
[bookmark: _Toc166680253]Evaluation of trends and patterns in Urban Heights Hotel’s financial performance:
[bookmark: _Toc166680254]Ratio Analysis
[bookmark: _Toc166680255]Profitability Ratios: 
The profitability ratios are considered as financial metric which is used in assessing the ability of a company to produce income in relation to number of factors (Glavonjić 2024). 
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The profitability ratios show a declining trend for The Urban Heights, as the net profit ratio reported in 2021 has stood 28.00% but it nosedived to stand at 9.09% in 2022 and further plunged in 2023 to stand negatively at 27.78%. The lower net profit ratio of the company represents that The Urban Heights is not able to translate majority of its profit in sales by the end of financial year. The decline in profitability ratio is largely attributable to decline in net income and sales revenue reported by The Urban Heights. 
Moving forward the return on asset and return on equity of has experienced a similar trend of downfall in the last three years as return on asset fell from 12.84% in 2021 to stand at -10.68% in 2023 whereas return on equity fell from 31.82% in 2021 to stand negatively at -36.23%. The primary reason for fall in ROA is attributable to lack of efficiency by The Urban Heights to convert the sum invested in procurement of assets into net income or profits (Schroeder, Clark and Cathey 2022). Similarly, the prime reason for decline in return on equity is due to ineffective use of investors fund and inability of the company to maintain a positive trends in earnings. 

Figure 1: Profitability Ratios of The Urban Heights
Source: (As Created by Author)
[bookmark: _Toc166680256]Liquidity Ratios
The liquidity ratios are regarded as financial trend that is used in evaluating an organisation’s ability to fulfil the short-term debt obligation without using external capital (Weygandt, Kimmel and Kieso 2018). 
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The current ratio of The Urban Heights has stood 1.80 in 2021 whereas in the following two years the liquidity position of the company deteriorated to stand at 0.60. A similar trend is found in Quick ratio as the ratio has stood 1.20 times in 2021 whereas it further declined to stand at 0.33 (Williams et al. 2018). This implies that liquidity position of The Urban Heights has been unfavourable and the hotel may struggle to pay its short-term debt obligations or it may be forced to sell its fixed asset to pay the short-term obligations that are falling due within one calendar year. 

Figure 2: Liquidity Ratios of The Urban Heights
Source: (As Created by Author)
[bookmark: _Toc166680257]Solvency Ratios: 
The solvency ratio is viewed as a metric which is used in evaluating the ability of a company to fulfil the long-term debt obligations (Hassan and Marston 2019). This ratio is used in understanding the overall financial health of the company. 
[image: ]
The solvency ratio shows that debt to asset ratio of The Urban Heights has increased in the span of three years to stand at 0.71 in 2023 after recording 0.60 in 2021. The debt to asset ratio of The Urban Heights is very high and this signifies that it is riskier to make investment in the business because it is highly leveraged. 
Moving further, the equity ratio of The Urban Heights has fell down to 0.29 in the last three years (Eun, Resnick and Chuluun 2021). The equity ratio of The Urban Heights is low and this shows that the investors are not willing to finance the operations of company due to its declining profitability level and higher level of debt. 
Finally, the debt-to-equity ratio is computed for The Urban Heights to compare the company’s total debt with its total equity. The debt-to-equity ratio reported by the hotel has shown an alarming upward rising trend of debt in comparison to its declining level of equity as the ratio has stood 2.39 in 2023 which very high (Bindseil 2020). This shows that the investors do not want to fund the operations of business because of lack of performance and this has forced The Urban Heights to seek additional debt financing. 

Figure 3: Solvency Ratios of The Urban Heights
Source: (As Created by Author)
[bookmark: _Toc166680258]Efficiency Ratios: 
Efficiency ratio is used in measuring the company’s short-term or current financial performance to understand how effectively it is using its resources to produce income (Kieso et al. 2019). 
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The efficiency ratios shows that The Urban Heights is not making effective use of its assets as the hotel reported declining trend in its asset turnover over the span of three years to stand at 0.38 in 2023. This signifies that the hotel is very likely suffering from poor management problems. 
Meanwhile, the receivables turnover ratio of The Urban Heights has experienced an upward rising trend and this can be seen as a positive sign. The ratio is high and indicates that the hotel is collecting its receivables throughout the year frequently. From the cash flow point of view, higher accounts receivables of The Urban Heights shows that the company can collect cash from its customers to pay its debt obligations.

Figure 4: Efficiency Ratios of The Urban Heights
Source: (As Created by Author)
[bookmark: _Toc166680259]Trend Analysis (Common Size Analysis of Financial Statements)
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Figure 5: Trend Analysis of Income Statement of The Urban Heights
Source: (As Created by Author)
A declining trend is found in the revenues reported by The Urban Heights. The revenue change recorded by the hotel stood 12.00% in 2022 while it further declined in 2023 to stand at 18.18%. Meanwhile, the hotel recorded significant rise in its operating expense because in 2022 the operating expense increased to stand at 11.11% while in 2023 it increased 15.00%. Finally, the trend analysis shows that the net profit of the company has declined significantly in the last three financial year and the hotel recorded net loss of 500,000 in 2023 representing a negative decline in profitability position by -350.00%. 
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[bookmark: _Toc166680260]Key reasons for decline in profitability: 
With rise in competition in hotel industry, several hotels are facing challenges in maintain stable trend in revenue (Mak and Chang 2019). In case of The Urban Heights, there are number of factors that have contributed to fall in hotel revenue and profitability. The key reasons for decline in profitability of The Urban Heights are given below; 
1: Competition: With rising number of alternative accommodation and hotels, competition in the market has become very challenging. This has given rise to fall in bookings for The Urban Heights and fall in room rates as well. The only way, The Urban Heights can stand out from the crowd is by providing its customers with very unique services and guest experience. 
2: Lower occupancy: One of the key reasons for fall in revenue of hotel is lower rate of occupancy (Ezzaouia and Bulchand-Gidumal 2020). This has resulted from seasonal variation in tourism industry or level of competition intensifying by providing the guests with occupancy at a greater competitive price. 
3: Rising cost of labour and shortage and hotel staff: Following the covid-19 pandemic, shortage in staffs and increasing cost of labour is believed to have an impact on the profitability of The Urban Heights. As a result, the hotels are forced to increase wages in order to fill up the vacancies and attract professionals to return to hospitality industry. In order to prevent rates from going very high, The Urban Heights absorbed some amount of cost and has cut back on its margin which has contributed to revenue loss. 
4: Geopolitical and world events: Wars, rising inflation, post-pandemic revenue travel and major global events have contributed to reduced room rates and lower profitability. The war between Ukraine and Russia has caused strained to supply chains, increasing the price of food and energy costs (Kim and Han 2022). These have all trickled-down the impact on The Urban Heights pricing. 
5: Global warming: Extreme weather conditions has resulted in very number of visitors and lower room rates, leading to fall in revenue for The Urban Heights (Kim, Barber and Kim 2019). The prolonged level of heatwaves, unanticipated cold fronts and restricted supply of water have negatively created an impact on demand for The Urban Heights room. 
[bookmark: _Toc166680261]Comprehensive Turnaround strategy: 
The turnaround strategy that is recommended to The Urban Heights are as follows; 
1: Identifying Strengths, Weaknesses, Opportunities and Threats: One of the most important strategies to turnaround the failing operations of The Urban Heights is that the hotel should commence with SWOT analysis. This involves considering the hotel’s strengths, weaknesses, opportunities and threats. This can be done by assessing The Urban Heights assets and guest surveys to arrive at the plan to drive the business towards success (El Alaoui et al. 2023). The Urban Heights should emphasize on direct bookings as this is highly profitable instead of taking bookings from commission-based online travel agencies. 
2: Changing to transparent and upbeat procedures: The owner of The Urban Heights is recommended to share the findings of SWOT analysis and long-term transition strategies. Past studies have shown that employees tend to become disoriented on finding uncertain employment future. The Urban Heights owner should assure that the employees known in advance regarding the upcoming changes every time.
3: Investing in Automation to streamline procedures: The Urban Heights owner is recommended to make right investment in Customer Relationship Management (CRM) software which will allow seamless operation of hotels when interacting with the guests (Soh and Seo 2023). The CRM platform would allow The Urban Heights to maintain electronic profiles of guests, which also involves keeping full track of hotel reviews made by guests. The owner is recommended to send automated emails as a marketing function to attract more visitors. 
4: Cutting down unwanted spending: There are several ways The Urban Heights can cut down hotel operational expenses. The Urban Heights should at first prioritize costs that it can consider cutting from the bottom of the list. Making certain investments can help in lowering costs over the time such as installing highly efficient lighting and new HVAC system instead of increasing the number of employees when facing financial challenges (Fang and Partovi 2022). The Urban Heights is recommended to cross-train the existing staff members as a precautionary measure to avoid shortage of staff in future. 
5: Providing employees with tools for excellent service: The Urban Heights hotel representative that directly communicates with the guests at front desk must emphasize on providing outstanding customer service (Köseoglu et al. 2020). All the hotel staff of The Urban Heights that are directly interacting with guests must be given appropriate training for improved people skills. The staff must have knowledge regarding hotel’s technology that provide greater level of convenience to guests. 
6: Implementing low season tactics: The Urban Heights should implement low-prices during off-season and provide the guests with complimentary lunch/dinner package during off-season visit. This will allow The Urban Heights to target right audience during low season and hike its profits. 
[bookmark: _Toc166680262]Conclusion:
On a conclusive note, the profitability level of The Urban Heights has declined over the span of three years and this is largely attributable to geopolitical events such as war in Ukraine, rising inflation, increasing cost of labour and restrictions in supply chain have all impacted the operations of hotel. The Urban Heights is recommended to turnaround its operations by improving its hotel visibility through online channels by collaborating with reliable channel manager and implementing strong customer relationship management such as by providing off-season discount with complementary lunch/dinner packages can help in reviving the profitability position of the hotel. 
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Liquidity Ratios

Current Ratios	
2021	2022	2023	1.8	1.1111111111111112	0.6	Quick Ratio	
2021	2022	2023	1.2	0.7407407407407407	0.33333333333333331	


Solvency Ratios

Debt to Asset Ratio	
2021	2022	2023	0.59633027522935778	0.64117647058823535	0.70512820512820518	Equity Ratio	
2021	2022	2023	0.40366972477064222	0.35882352941176471	0.29487179487179488	Debt-to-Equity Ratio	
2021	2022	2023	1.4772727272727273	1.7868852459016393	2.3913043478260869	


Efficiency Ratios

Asset Turnover Ratio	
2021	2022	2023	0.45871559633027525	0.43137254901960786	0.38461538461538464	Receivables Turnover Ratio	
2021	2022	2023	16.666666666666668	22	22.5	



Trend Analysis

Revenue	
2021	2022	2023	2500000	2200000	1800000	Operating Expenses	
2021	2022	2023	1800000	2000000	2300000	Net Income	
2021	2022	2023	700000	200000	-500000	


Profitability Ratios

2021	
Net Profit Ratio 	Return on Assets	Return on Equity	0.28000000000000003	0.12844036697247707	0.31818181818181818	2022	
Net Profit Ratio 	Return on Assets	Return on Equity	9.0909090909090912E-2	3.9215686274509803E-2	0.10928961748633879	2023	
Net Profit Ratio 	Return on Assets	Return on Equity	-0.27777777777777779	-0.10683760683760683	-0.36231884057971014	
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Solvency Ratios 2021 2022 2023

Debt to Asset Ratio 0.60 0.64 0.71

Equity Ratio 0.40        0.36        0.29       

Debt-to-Equity Ratio 1.48        1.79        2.39       
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Efficiency Ratios 2021 2022 2023

Asset Turnover Ratio 0.46        0.43        0.38       

Receivables Turnover Ratio 16.67      22.00      22.50     
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Item 2021 2022Increase/(Decrease) % Change 2023Increase/(Decrease) % Change

Revenue 25000002200000 -300000 -12.00%1800000 -400000 -18.18%

Operating Expenses 18000002000000 200000 11.11%2300000 300000 15.00%

Net Income 700000 200000 -500000 -71.43% -500000 -700000-350.00%

Trend Analysis of Income Statement
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Current Assets 2021 2022Change (GBP)(% Change) 2023Change (GBP)(% Change)

Cash and Equivalents 300000 200000 -100000 -33.3% 100000 -100000 -50.0%

Accounts Receivables 150000 100000 -50000 -33.3% 80000 -20000 -20.0%

Total Current Assets 450000 300000 -150000 -33.3% 180000 -120000 -40.0%

Property and Equipment 50000004800000 -200000 -4.0%4500000 -300000 -6.3%

Total Assets 54500005100000 -350000 -6.4%4680000 -420000 -8.2%

Liabilities

Current Liabilities

Accounts Payables 250000 270000 20000 8.0% 300000 30000 11.1%

Total Current Liabilities 250000 270000 20000 8.0% 300000 30000 11.1%

Long-term Debt 30000003000000 0 0.0%3000000 0 0.0%

Total Liabilities 32500003270000 20000 0.6%3300000 30000 0.9%

Total Equity 22000001830000 -370000 -16.8%1380000 -450000 -24.6%

Total liabilities & Equity 54500005100000 -350000 -6.4%4680000 -420000 -8.2%

Balance Sheet
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Profitability Ratios 2021 2022 2023

Net Profit Ratio  28.00% 9.09%-27.78%

Return on Assets 12.84% 3.92%-10.68%

Return on Equity 31.82% 10.93%-36.23%
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Liquidity Ratios 2021 2022 2023

Current Ratios 1.80        1.11        0.60       

Quick Ratio 1.20        0.74        0.33       


