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[bookmark: _Toc168479819]Introduction and Background
The Urban Heights Hotel, thus located in an urban landscape, has historically been a beacon of hospitality, thus offering a mixture of modern facilities with a traditional conformation through its bar, restaurant and event facilities. However, in the last three years, the hotel has experienced a major decrease in key performance parameters such as income, occupancy rates and customer satisfaction. This downward trend has thus generated major concerns about the viability of the hotel thus causing the owner to seek a more comprehensive assessment to determine if the business can thus be saved through a more strategic change. The main objectives of these evaluations are thus the evaluation of the financial performance trends of the last three years, but also the identification of the key factors that thus contribute to the decrease in profitability, but also to the development of a more comprehensive recovery strategy in order to revitalize the financial health of the hotel. 
The financial performance of the Urban Heights hotel in the last three years indicated a worrying trend. Its revenue has fallen from £2.5 million in 2021 to £1.8 million in 2023, representing a significant drop of £700,000. At the same time expenses, as can be seen in the table below, increased very sharply from 1.8 million pounds to 2.3 million pounds in the same period.
The hotel's net income has fallen from £700,000 to even a loss of £500,000 in 2021. These figures underline the need for a more detailed assessment and strategic investment to stop this decline. 
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	RATIO
	FORMULA
	2021
	2022
	2023

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

	Debt to 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 (ROA)
	Net income / total assets
	700000 / 5450000 = 12.84%
	200000 / 5100000 = 3.92%
	-500000 / 4680000 = -10.68%

	Return on equity (ROE)
	Net income / equity
	700000 / 220000 = 31.82%
	200000 / 1830000 = 10.93%
	-500000 / 1380000 = -36.83%
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Analysis of Revenues and expenses as well as the increase in operating expenses.
According to Kenton, W. (2024), the financial statements of companies thus record important data regarding financial aspects, being an essential aspect in the recovery of companies. From the financial report of the Urban Heights Hotel companies, it is obvious that the hotel's revenues for the years 2021, 2022 and 2023 respectively were decreasing. The profit recorded in 2019 was recorded at £2,500,000, falling to £2,200,000 the following year, thus reaching £1,800,000 in 2023, which is a decrease of £700,000 over a period of three years. The expenses of the Urban Heights Hotel, according to the financial report, thus recorded huge increases starting from expenses of £1,800,000 to £2,300,000 per year in 2023.
Urban Heights Hotel Profitability Analysis and Net Income Fluctuations
The performance of the hotel dropped miserably over these three-year periods, recording major decreases, even reaching the point of falling below negative. In 2021, Urban Heights Hotel recorded a profitability of £700,000, thus reaching £200,000 in 2022 and even minus £500,000 in 2023.
Declining Financial Performance: Significant Reductions in ROA and ROE from 2021 to 2023
The return on assets (ROA) thus shows a significant decrease from almost 13% in 2021 to almost 4% in 2022. Also, this decrease continued reaching a negative of -10.68%. Also, the Return on Equity (ROE) thus recorded a decrease from almost 32% in 2021 to 10.92% in 2022 and even to negative -36.83% in 2023.

[bookmark: _Toc168479822]Reasons of the decline in profitability of the Urban Heights Hotel 
The decrease in profitability at Urban Heights Hotel can thus be attributed to several essential factors. The factors can be both external and internal, thus affecting the hotel's financial performance. All these factors must thus be understood but also addressed for the development of effective strategies in reversing all negative trends and thus improving profitability.
Operational inefficiencies thus represent an essential internal factor that thus contributes to the decrease in profitability (Keramidou, I.,2013). Professional inefficiency as well as the redundant roles of the staff together with inadequate procurement practices thus increasing operating costs and thus reducing margins. Inefficient management of operations can thus lead to higher labour costs as well as the waste of resources or even the suboptimal use of all hotel facilities, thus eroding the hotel's profit margins (Deng, Z., et al., 2020).
Inefficient cost management is one of the internal factors that Urban Heights Hotel has absolute control over ‌(Guo, Z., 2016). The hotel's expenses have increased dramatically from £1.8 million in 2021 to over £2 million in 2023. This substantial increase in operating expenses without a corresponding increase in revenue suggests poor and highly inefficient cost management. The inefficient practices of budgetary and procurement controls, as well as the failure to streamline operations, are factors that have majorly contributed to the increase in costs. High utility bills as well as maintenance costs and marketing expenses without strategic focus on the return on investment led to major tensions on the hotel's finances.
Increased competition is another essential factor that negatively contributed to substantial financial losses of the Urban Heights hotel (Matovic, D., 2002). The hospitality market has grown significantly and many companies such as new hotels on the market but also Airbnb. This ever-increasing competition puts pressure on strong hotels and thus traditional hotels like Urban Heights Hotel to drop prices drastically in order to remain competitive. Price competition thus reduces profit margins and the market share of companies (Buzzell, R. D., et al., 1975)
The high debt level is another important factor which contributes to the decline of the hotel. The financial leverage of the Urban Heights hotel has increased significantly in the last three years, as indicated by the "debt-to-equity ratio". In 2021, the debt-to-equity ratio was thus 1.48, thus increasing in 2022 to 1.79 and respectively 2.39 for 2023. This leverage thus indicates that the hotel relies heavily on debt to finance its operations, which increases the financial risk at a major rate. The higher interest payments thus erode the net income of the companies thus contributing to a general decrease in its profitability (Buckley, Barua and Monali Samaddar, 2021)
The decrease in customer satisfaction is an essential external factor that affects especially hotels such as Urban Heights Hotel. Negative reviews, but also declining service standards and the lack of innovation in guest services, can have a major impact on business and brand reputation (Ali et al., 2021) The Urban Heights Hotel could have faced problems related to outdated facilities but also a poorer quality of services or even due to the lack of personalized and unique experiences, which leads to the weakening of customer loyalty. Dissatisfied customers are less likely to return and there is a high chance that they will leave negative reviews, which has a devastating impact on new guests (Bougie, Pieters and Zeelenberg, 2003).
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The revitalization of the Urban Heights hotel requires multi-faceted recovery strategies that are thus focused on improving financial health, as well as operational efficiency and customer satisfaction or market competitiveness. The following strategic initiatives thus aim to address the basic problems and thus put the hotel on the path to a more sustainable growth and increased profitability.
[bookmark: _Toc168479824]Financial restructuring
The first step in the recovery strategy is to address the high level of debt that greatly affects the profitability of the hotel (Wieczorek-Kosmala, 2021). Negotiating with creditors in the restructuring of existing debts can offer quick relief by reducing interest payments and extending repayment terms. In addition to that, Urban Heights must therefore consider the search for equity financing or even the formation of strategic partnerships in order to "inject" the capital that is extremely necessary without increasing the debt. This financial restructuring aims to stabilize the hotel's balance sheet and thus provides the necessary license for the implementation of other strategic initiatives (Moncarz, E. S., 1986).
[bookmark: _Toc168479825]Operational efficiency
Improving operational efficiency is thus essential in reducing costs as well as increasing profitability (Hayes, A., 2024). Such a detailed audit of all current expenses can identify areas of inefficiency and waste. The implementation of all cost control measures such as energy saving initiatives as well as simplified procurement processes together with more efficient management of the budget thus reduces operating expenses (Sofik Handoyo et al., 2023). The investment in staff development and training improves productivity as well as service quality, thus leading to a better overall performance of Urban Heights Hotel (MSc. Albana Gazija, 2011).
Besides that, the adoption of technological solutions such as even property management systems or even automatic financial management tools have the ability to greatly optimize operations while reducing administrative tasks at the same time (Vinnakota, 2023).
[bookmark: _Toc168479826]Technological advances
In regaining competitiveness on the very fierce hotel market, Urban Heights must thus embrace technological advances aimed at improving the customer experience and operational efficiency (Igors Astapciks, 2024). Investing in a more professional and robust integrated online booking system, but also capable of direct booking, can increase the degree of room occupancy and income. The implementation of customer relationship management systems thus allows a very personalized marketing and a better involvement of the guests (Novak, 2024). Improving digital marketing efforts, including even the presence on social networks, helps in managing the reputation of the hotel by approaching more effectively the generation of customer reviews (Medéia Veríssimo and Menezes, 2016).  Updating technology in hotel rooms, such as high-speed internet and smart TVs, thus increase guest satisfaction and loyalty (Dsouza and D’souza, 2023). 
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The revitalization of the Urban Heights Hotel requires a recovery strategy that addresses not only the financial challenges but also the operational ones, thus capitalizing on the technological advances at the same time in order to regain competitiveness on the market. Financial restructuring is thus extremely beneficial, even essential, in stabilizing the hotel's balance sheet, which can thus involve the negotiation of debt terms but also the search for equity financing. Increasing the efficiency of the hotel through cost control measures but also through many details can greatly reduce operating expenses. Investments in staff development and the adoption of technological solutions will thus optimize operations and will also improve the quality of all services, thus leading to better financial performance and customer satisfaction.
Technological advances thus play an essential role in the modernization of hotel operations. The implementation of more robust online reservation systems as well as customer relationship management tools can greatly improve the efficiency of operations and the involvement of guests. Updating the digital marketing strategies as well as improving the online presence thus helps to manage the reputation of the hotel as well as to reach more guests. In addition to that, the modernization of technology in hotel rooms aims to increase customer satisfaction and loyalty.
Through these strategic initiatives, the Urban Heights hotel can overcome the current challenge but also set the path to a more sustainable but also profitable growth. A well-executed recovery strategy not only revitalizes the hotel's financial health, but also restores its reputation as a first-rate destination in the field of urban hospitality.
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