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Financial management is the activity of managing the financial events in an organization in order to achieve the financial goal (Eun, et al., 2021). With better financial management, an organization can easily be concentrate on profitable actions. Poor financial management leads poor financial health of the organization that impacts negatively (Salamah, 2023). This report covers more discussions on financial management from different aspects in the context of Urban Heights Hotel. Financial ratio calculations on the financial position of Urban Heights Hotel, financial performance analysis, and turnaround strategy for Urban Heights Hotel will be shown in this report.
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[bookmark: _Toc168591689]Introduction
Financial management is defined as the systematic process of monitoring, controlling financial activities of a firm in efficient ways and so reporting on the financial position (Eun, et al., 2021). Efficient financial management is important for any kind of organization. In every organization, a wide range of financial transactions and activities occur which bring changes in the financial resources of the organization. If such financial activities are not being managed efficiently, the organization will face several challenges, especially financial deficit, which will lead to significant loss for the organization (Sharma, and Mittal, 2023). Business organizations are required to be very efficient with their financial management in order to operate their business with profitability. Financial management plays a vital role in hotel industry. Hotel companies face many ups and downs in business because of the external environment. In such situation, they are required to be very efficient with their financial management so that they do not face business loss due to unfavourable external business environment (Chairunisa, et al., 2023). This report covers more on financial management of Urban Heights Hotel from different aspects.
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There are several financial ratios that indicate the financial performance of an organization in different elements. Ratio calculation is defined as the process of comparing two numbers, usually by dividing them (Rashid, 2021). In financial management, ratio calculation is done to get insights about the efficiency and standard of different financial elements. Ratio calculation helps business organization to get insight on specific financial element which is being compared to others and standards to understand the efficiency of that financial element. Through regular financial ratio calculations, a business organization can be proactive managing its financial activities so the business can come up with expected financial performance (Gherghina, 2021). There are several financial ratio types that are calculated to get financial insights, such as - profitability ratio, liquidity ratio, solvency ratio etc.
Financial performance can be analysed through financial ratios, as such ratios strongly indicate the performance of different financial elements during a certain period of time (Astuti, et al 2021). As Urban Heights Hotel is hotel industry based company, the financial performance of Urban Heights Hotel is analysed using standards of different ratios for hotel industry below -
	Ratios
	Standard
	2021
	2022
	2023

	Net Profit Ratio
	10% - 30%
	28%
	9.09%
	- 27.78%

	Current Ratio
	1.5:1
	1.8:1
	1.11:1
	0.6:1

	Debt Ratio
	0.25:1
	0.59:1
	0.64:1
	0.71:1

	Equity Ratio
	0.75:1
	0.41:1
	0.36:1
	0.29:1

	Debt to Equity Ratio
	1.5:1 - 1.25:1
	1.48:1
	1.79:1
	2.39:1


From the table above, it can be seen that standard for net profit ratio for hotel companies is 10% - 30% (Zhang, and Xie, 2023). In 2021, the net profit ratio Urban Heights Hotel was 28%. It is clear that in 2021, Urban Heights Hotel met the standard of its net profit requirement as a hotel. In 2022, it had a net profit of 9.09%, and in 2023, it was a net loss of 27.78%. It is clear that the company made a significant loss in terms of its net profit. In 2022, it came to below the standard, and in 2023, it obtained loss in a significant amount. So, it has a solid problem in its net profit management. After that, the standard of current ratio for hotel companies is 1.5:1 (Zhang, and Xie, 2023). In 2021, the current ratio Urban Heights Hotel was 1.8:1. It is clear that in 2021, Urban Heights Hotel met the standard of its current ratio requirement as a hotel. It was above the standard. However, in 2022, it had a current ratio of 1.11:1, and in 2023, it had a current ratio of 0.6:1. It is clear that from 2022, the current ratio of Urban Heights Hotel has started to decline, which went significantly below the standard in 2023. Then, the standard of debt ratio for hotel companies is 0.25:1 (Zhang, and Xie, 2023). In 2021, the debt ratio Urban Heights Hotel was 0.59:1. It is clear that in 2021, Urban Heights Hotel significantly went above the standard of its debt ratio requirement as a hotel, which is a negative sign. In 2022, it had a debt ratio of 0.64:1, and in 2023, it had a debt ratio of 0.71:1. So, it is clear that the debt ratio of Urban Heights Hotel is significantly higher than the standard every time, which shows a negative signal. Then, the standard of equity ratio for hotel companies is 0.75:1 (Zhang, and Xie, 2023). In 2021, the equity ratio Urban Heights Hotel was 0.41:1. It is clear that in 2021, Urban Heights Hotel significantly went down from the standard of its equity ratio requirement as a hotel, which is a negative sign. In 2022, it had an equity ratio of 0.36:1, and in 2023, it had an equity ratio of 0.29:1. So, it is clear that the equity ratio of Urban Heights Hotel is significantly lower than the standard every time, which shows another negative signal. At last, the standard of debt to equity ratio for hotel companies is 1.25:1 - 1.50:1 (Zhang, and Xie, 2023). In 2021, the debt to equity ratio Urban Heights Hotel was 1.48:1. It is clear that in 2021, Urban Heights Hotel met the standard of its debt to equity ratio requirement as a hotel, which is a good sign. However, in 2022, it had a debt to equity ratio of 1.79:1, and in 2023, it had a debt to equity ratio of 2.39:1. So, it is clear that the debt to equity ratio of Urban Heights Hotel has gone significantly higher than the standard from 2022, which shows a negative signal.
[bookmark: _Toc168591691]Reason behind the Poor Financial Performance of Urban Heights Hotel
From the analysis above, it has been identified that Urban Heights Hotel incurs too much operating expenses which is why it had to experience loss in the business. In addition, it has comparatively less current assets that questions financial liquidity of it for running business. Furthermore, Urban Heights Hotel focuses too much on debt and it is less efficient in equity management, which led its poor financial solvency.
Considering the discussion, it is clear that Urban Heights Hotel did not follow the standard of capital budgeting. It took so much debt that impacted its financial performance vulnerably.
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From the financial performance analysis of Urban Heights Hotel, it has been cleared that the hotel company incurs significant operating expenses and makes more debt. A turnaround strategy of changing in company’s financial policy will help the hotel to overcome such financial issues and strengthen its financial performance. This change in financial policy will be focusing on certain areas, such as -
· Reduction of operating expenses: From the given information, it can be seen that company has increased its operating expenses from 2021 compared to its sales revenue. In 2021. it had £2,500,000 revenue, for which it had £1,800,000 operating expenses. However, in 2023, it had £1,800,000 revenue, where the operating expenses were £2,300,000. It is clear that the hotel company increased its operating expenses while decreased its revenue which a negative sign for business profitability. To meet enough profit margins, a hotel company needs to reduce its operating profit. In this case, Urban Heights Hotel made a significant business loss in 2023 because of its increase in operating expenses and decrease in sales revenue. If it could incur less operating expenses than the sales revenue, it could make profit in 2023. So, Urban Heights Hotel should reduce its operating expenses; eliminate the possible areas that lead too much operating expenses. By reducing operating expenses compared and enhancing sales revenue, Urban Heights Hotel will be able to meet further business profitability.
· More current assets: Current assets have an important role in an organization. Using current assets, business organizations meet their financial obligations in day to day operations (Pravdiuk, et al., 2023). In this case, it has been seen that Urban Heights Hotel met the standard of current asset availability for its business operations in 2021, but from 2022, it decreased its current asset reservation compared to its current liabilities. This arise question on its ability to meet operational business obligations. In 2023, it had more current liabilities than its current assets which is alarming for its operations. The change in financial policy of Urban Heights Hotel is required to change in its current asset management. Urban Heights Hotel should focus on more current asset reservation and pay-out the current liabilities in order to meet the current ratio standard, which will ultimately strengthen its liquidity capacity.
· Reduction of debt balance: Higher debt balance may give tax advantage to the business organizations, but it leads financial insolvency risk of them (Sunardi, et al., 2020). When business organizations take too much debt, their interest expense increases, financial insolvency risk arises, and so their financial performance goes down. In such situation, they need to ensure an optimum level of debt balance for current and long-term operations (Sertsios, 2020). Urban Heights Hotel should reduce its both current and long term debt balance, which is ultimately related with previous two working areas of its financial policy. It is about to budget its capital more efficiently in order to reduce the debt balance. Reduction of long term debt will reduce the interest expenses of Urban Heights Hotel, and so it will maintain the standard of capital budgeting. As a result, the operating expenses of Urban Heights Hotel will go down, which will support in higher profit margin. After that, reduction of current debts will help Urban Heights Hotel to balance between current assets and current liabilities, which will lead a standard current ratio. Ultimately, reduction of debt balance will lead higher equity balance that will promote higher financial solvency of Urban Heights Hotel in the market (Mota, and Moreira, 2023).
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Financial management plays an important in an important role in any organization because it helps with managing, controlling and reporting financial activities effectively. Financial management helps an organization to conduct financial activities in order to achieve the business goals. In hotel management, financial management has a crucial role because it helps with different controlling aspects of financial activities so that hotels do not face financial loss due to adverse external business environment. This report covered more on financial management of Urban Heights Hotel from different aspects. Financial ratio calculations on the financial position of Urban Heights Hotel, financial performance analysis, and turnaround strategy for Urban Heights Hotel have been shown in this report.
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From the discussions and analysis, it can be said that Urban Heights Hotel should reduce its debt balance. In recent years, it has increased its debt balance, which has decreased its solvency rate and increased its interest expenses. So, Urban Heights Hotel should focus on reducing its debt balance and enhancing asset quantity.

















[bookmark: _Toc167292732][bookmark: _Toc168591695]References
1. Astuti, M.D., Hermuningsih, S. and Maulida, A., 2021. The Financial Ratio Analysis in Predicting the Conditions of Financial Distress. Almana: Jurnal Manajemen dan Bisnis, 5(2), pp.235-240.
2. Chairunisa, S.S., Digdowiseiso, K. and Karyatun, S., 2023. The Effect of Total Assets Turnover, Debt to Assets Ratio, Cash Ratio and Current Ratio on Financial Performance of Companies The Hotel, Restaurant and Tourism Subsector in IDX for The Period 2016-2020. Jurnal Syntax Admiration, 4(3), pp.548-558.
3. Eun, C.S., Resnick, B.G. and Chuluun, T., 2021. International financial management. McGraw-Hill.
4. Gherghina, Ș.C., 2021. Corporate finance. Journal of Risk and Financial Management, 14(2), p.44.
5. Mota, J. and Moreira, A.C., 2023. Capital Budgeting Practices: A Survey of Two Industries. Journal of Risk and Financial Management, 16(3), p.191.
6. Pravdiuk, N., Koval, L., Koval, O. and Lepetan, I., 2023. Organization of accounting of assets, liabilities and results of the enterprise activities: monograph.
7. Rashid, C.A., 2021. The efficiency of financial ratios analysis to evaluate company’s profitability. Journal of Global Economics and Business, 2(4), pp.119-132.
8. Salamah, S.N., 2023. Financial management strategies to improve business performance. Journal of Contemporary Administration and Management (ADMAN), 1(1), pp.9-12.
9. Sertsios, G., 2020. Corporate finance, industrial organization, and organizational economics. Journal of Corporate Finance, 64, p.101680.
10. Sharma, F.C. and Mittal, R., 2023. Financial management. SBPD Publications.
11. Sunardi, N., Husain, T. and Kadim, A., 2020. Determinants of debt policy and company’s performance. International Journal of Economics and Business Administration, 8(4), pp.204-213.
12. Zhang, D. and Xie, J., 2023. Influence of tourism seasonality and financial ratios on hotels’ exit risk. Journal of Hospitality & Tourism Research, 47(4), pp.714-733.


[bookmark: _Toc168591696]Appendix
Ratio Calculations
	Ratios
	Value in £’000

	
	2021
	2022
	2023

	Profitability Ratio

	Net Profit Ratio = (Net Income/Sales Revenue)*100
	= (700/2,500)*100
= 28%
	= (200/2,200)*100
= 9.09%

	= (- 500 /1,800)*100
= - 27.78%


	Liquidity Ratio 

	Current Ratio = Current Assets/Current Liabilities
	= 450 /250
= 1.8:1

	= 300 /270
= 1.11:1

	= 180/300
= 0.6:1


	Solvency Ratios

	Debt Ratio = Total Liabilities/Total Assets
	= 3,250/5,450
= 0.59:1

	= 3,270 /5,100
= 0.64:1

	= 3,300 /4,680
= 0.71:1


	Equity Ratio = Total Equity/Total Assets
	= 2,200 /5,450
= 0.41:1

	= 1,830/5,100
= 0.36:1

	= 1,380/4,680
= 0.29:1


	Debt to Equity Ratio = Total Liabilities/Total Equity
	= 3,250 2,200
= 1.48:1
	= 3,270/1,830
= 1.79:1

	= 3,300/1,380
= 2.39:1
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