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[bookmark: _Toc168437332]Introduction
This report aims to provide a comprehensive assessment of the financial performance as well as the strategic management of the Urban Heights Hotel companies in the last three years. This report thus focuses on key financial indicators such as current ratio, debt-to-equity ratio, return on assets (ROA) return on equity (ROE) and quick ratio to evaluate the liquidity, profitability and solvency of the hotel.
The report thus identifies the main reasons for the decrease in hotel profitability, examining both external and internal factors. The internal factors include the operational inefficiency and the poor management of the hotel's costs, while the external factors include the increase in competition, economic conditions and changes in consumer behaviour.
In addition to that, the report presents detailed recovery strategies that are designed to revitalize the hotel, focusing on cost control, financial restructuring, revenue generation, but also on operational efficiency and brand management.
Through the integrity of all these strategies, this report wishes to propose a road map for restoring the financial health and market position of the Urban Heights Hotel, thus ensuring the sustainability and growth of the hotel in the long term.

[bookmark: _Toc168437333]Background
Urban Heights Hotel is a hotel with bar, restaurant and event facilities located in an urban landscape. In recent years, the company has felt a drastic decrease in income, but also a decrease in the degree of occupancy as well as in customer satisfaction. This report comes for the purpose of customer dissatisfaction. The hotel needs revitalization, and this report aims to evaluate the business through several recovery strategies
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Discussion
[bookmark: _Toc168437335]An evaluation of the patterns and trends in Urban Heights Hotel over the past three years
	Ratio (Including Formula)
	Year 2021
	Year 2022
	Year 2023

	Current Ratio (Current assets / current liabilities)
	300000 + 150000/ 250000 = 1.8
	200000 + 100000 / 270000 = 1.1
	100000 + 80000/ 300000 = 0.6

	Dept to the equity ratio (Total liabilities / equity)
	3250000 / 2200000 = 1.48
	327000 / 1830000 = 1.79
	3300000 / 1380000 = 2.39

	Quick Ratio (Current assets –inventory / current liabilities)
	300000 + 150000 / 250000 = 1.8
	200000 + 100000 / 270000 = 1.1
	100000 + 80000 / 300000 =0.6

	Return on Assets (Net income / total assets)
	700000 / 5450000 = 12.84%
	200000 / 5100000 = 3.92%
	- 500000 / 4680000 = -10.68%

	Return on Equity (Net income / equity)
	700000 / 220000 = 31.82%
	200000 / 1830000 = 10.93%
	- 500000 / 1380000 = -36.83%


· Decline in Revenue: Identifying the root causes of business revenue decline is one of the most important steps in the company's recovery from decline (Smothers, 2022). Urban Heights Hotel thus faced drastic decreases in income in a drastic way. The revenues of the companies registered in 2021 showed such an income of 2,500,000 pounds with a difference from the year 2022 where an income of 2,200,000 pounds and 1,800,000 pounds respectively were recorded in 2020, a decrease of 3 in the year 2020. pounds (28%) of the income recorded in 2021. This major decrease can thus be due to the impact of the Covid-19 pandemic (Fairlie and Fossen, 2021) on business due to social distancing and restrictions that had a major impact on business. Also, another reason for this decline in revenue can be competition, which has a major impact on companies' revenue, especially in the hotel industry (Zhao, X., et al., 2017).
· Increases in operating expenses: The costs of the Urban Heights Hotel have increased significantly with a record of 1,800,000 pounds in the year 2021 thus increasing to over 2,000,000 in the year 2022 to 2023 where increases of 2,300,000 pounds were thus recorded. This increase in operating expenses of 500,000 pounds and respectively the decline in revenue of 700,000 pounds over three years, seriously affected the net income of the company.
· Net Income Fluctuation: The fluctuations in the net income of the Urban Heights Hotel companies were recorded at 700,000 pounds in 2021, dropping drastically to 200,000 pounds, thus falling to a negative of 500,000 pounds for the year 2023. The yield was thus active in a major decrease from 12.84% calculated for the year 2021 with a major decrease to only 10.68% for the year 2023. These income fluctuations have as their main source the increase in expenses but also declines in the hotel's revenue according to sources such as Dechow, P. M., et al. (1998).
· Liquidity: The current ratio and the quick rate also indicate a major deterioration, thus decreasing from 1.8 recorded in 2021, to 0.6 for the year 2023, having a record in 2022 of 1.1 this trend is also observed in the quick rate which proves so that the Urban Heights hotel has liquidity problems (Saleem, Q., & Rehman, R. U., 2011).
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Key main reasons of the decline in Urban Heights Hotel’s profitability
The decrease in the profitability of a company like that of Urban Heights Hotel can be attributed to several extremely important factors that interact both with the external market conditions and also with the internal operations of the companies. Understanding these factors is essential in order to develop effective objectives to mitigate their impact but also to increase the companies' profitability at the same time.
[bookmark: _Toc168437337]Internal Factors
One of the main internal reasons for the decrease in profitability is thus the lack of rationalised operations. The inefficiency of the processes, such as the redundant roles of the staff or even weaker procurement practices or also excessive operational costs, as can be observed at the Urban Heights Hotel, can significantly erode the profit margins of the companies. A clear example can be inefficient purchases that thus lead to higher costs for services but also for a company's goods, thus leading to a much more negative impact on the overall profitability of the business (Drury, 2021).
Cost management is also an important internal factor that has disastrous effects if not managed correctly. Poor cost management practices of a company, such as uncontrolled expenses for non-essential services, contribute in a negative way to the increase of operating costs. Effective cost control measures thus represent an essential factor that Urban Heights Hotel must consider in order to maintain a high profitability in an extremely competitive market such as the hospitality market where price sensitivity is extremely high, according to Cavero Rubio and González Morales (2023)

[bookmark: _Toc168437338]External Factors
External economic conditions (such as economic recessions or even the Covid-19 pandemic) had and still have a major impact on a company's profitability. The Covid-19 pandemic is the most used example when it comes to economic conditions, which significantly disrupted the hospital industry in which Urban Heights Hotel operates, thus leading to major decreases in the total revenue of the companies, as was also observed on Urban Heights, due to travel restrictions and reduced consumer spending (González Morales, 2023). These economic factors ultimately led to fluctuations in the net income of the Urban Heights companies.
Fierce competition on the hospitality market from both new entrants and long-established companies or even alternative accommodation providers such as Airbnb have intensified price competition, reducing market shares for traditional hotels. This increased competition obligates the companies to lower prices in order to remain competitive, thus tightening the profit margins even more. This factor thus shows a major probability that the competition is one of the essential factors that led to a decline in revenues but also a large increase in Urban Heights Hotel costs, costs such as those for marketing but also internal operational costs (Li, H., & Srinivasan, K., 2019).
Consumer behaviour may seem insignificant, but this factor can have a devastating impact when underestimated by companies. The preferential changes as well as the compromising ones of consumers thus play a very important role in decreasing profitability. This is due to the personalization and uniqueness which are otherwise highly sought after by consumers and which traditional hotels like Urban Heights Hotel must consider. The transition to digital booking platforms as well as the demand for online services put major pressure on hotels and this is reflected in increased costs and investments in technology, which can thus lead to lower profit for companies such as Urban Height Hotels (Cantallops, A. S., & Salvi, F., 2014).
[bookmark: _Toc168437339]The development of the turnaround strategy for hotel revitalisation
The revitalization of a hotel that is in difficulty thus requires a very comprehensive recovery strategy that focuses on multiple facets of business operations. A successful turnaround plan for the Urban Heights Hotel must primarily address cost control, revenue generation, financial restructuring, operational efficiency as well as brand management (Baliouskas, P., et al., 2023).
[bookmark: _Toc168437340]Cost control and their optimization
Effective cost management is an essential factor for a sure improvement of a hotel's financial health (Brown, J. R., & Dev, C. S., 2000). This implies a very detailed but also careful analysis of operational costs, thus identifying all areas where expenses can be urgently reduced, without compromising the quality of services. Strategies can also include renegotiating contracts with suppliers thus ensuring much better rates, also optimizing staffing programs for a greater match with demand as well as adopting more energy efficient technologies (Bohdanowicz, P., et al., 2001). A clear example can thus be the implementation of property management systems that can thus make operations more efficient and thus reduce labour costs (Krželj-Čolović, Z., & Cerović, Z., 2013).
[bookmark: _Toc168437341]Income generation strategies
The increase in income thus requires the implementation of the most innovative sales and marketing strategies (Solnet, D. J., Paulsen, N., & Cooper, C., 2010). Hotels like Urban Heights Hotel must develop promotional packages that are thus targeted in order to reach different customer segments (Shimp, T. A., 2000).
These promotional packages can be special offers for corporate clients but also discounts for extended stays or even family packages. The use of digital marketing tools is also an important strategy in increasing revenue, which aims to improve visibility and attract more guests (Agarwal, M. A., & Nandal, N., 2020). Collaboration with local businesses and tourist offices creates unique experiences that can differentiate the Urban Heights Hotel from its competitors.
[bookmark: _Toc168437342]Financial restructuring
Financial restructuring may thus be necessary to stabilize the hotel's finances. This may involve the renegotiation of all terms with creditors, but also the refinancing of existing debts or even the exploration of new financing options (Yang, T., 2016). An effective example is the restructuring efforts that can thus include the conversion of short-term debts into long-term obligations that can thus reduce cash flow pressures (Jensen, M. C., 1986). 
[bookmark: _Toc168437343]Brand management and market positioning
Maintaining a strong presence of the brand is thus an essential factor for the long-term success of Urban Heights Hotel (Zeithaml, V. A., et al., 2001). This also implies consistent brand messages as well as maintaining high service standards or even a prompter approach to customer feedback. Hotels like Urban Heights Hotel must thus focus on improving their online reputation through positive reviews and a more active involvement on social media platforms. Such rebranding efforts may thus be necessary to align the hotel's image with the changing trends of consumer and market preferences (Tsai, Y. L., Dev, C. S., & Chintagunta, P., 2015). 

[bookmark: _Toc168437344]Conclusion and Recommendations
The evaluation of the financial performance of the Urban Heights hotel in the last three years thus reveals the significant challenge such as the decrease in income, the increase in operational expenses, but also the exploitation and fluctuation of the hotel's net income. Current ratio and Quick ratio thus indicate a major deterioration of liquidity, while the debt-to-equity ratio shows or increases financial leverage, thus suggesting a much greater financial risk. The ROA and ROE trends thus underline the impact of reduced profitability as well as the inefficient use of assets. The analysis also highlights many critical factors that thus contribute to the decrease in the profitability of the Urban Heights Hotel. Internally, inefficient operations as well as poor cost management can be the main reason for the erosion of the hotel's profit margins. Externally, the economic downturn caused by the Covid-19 Pandemic as well as the intensified competition of new entrants to the market as well as alternative accommodation providers together with the evolution in a continuous change of consumer preferences have a major strain on performance financial of the hotel. All these challenges thus emphasize the need for a comprehensive but also strategic approach to revitalization.
According to this report, a series of essential recommendations can be offered for the purpose of revitalizing the Urban Heights Hotel, such as cost control and optimization, revenue generation strategies, financial restructuring and operational efficiency and management, along with its positioning on the market through the use of social media in order to improve the branding image of the hotel.
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