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The financial performance of the Urban Heights Hotel in the three-year period 2a021-2023 thus presented notable changes, thus reflecting the challenges and opportunities that the hospitality industry is facing. Initially, the hotel experienced constant increases in income, determined by the strong demand on the market but also by more effective pricing strategies. However, this period also saw a significant increase in operating expenses, such as higher costs for goods, labour and utilities, which thus exceeded the increase in income. In addition to this, the profitability of the assets and of the hotel's own capital fell suddenly, thus signalling a deterioration of the financial health. This analysis explores the reasons behind these financial trends and the key factors that contribute to the decrease in profitability. the report analyzes the financial performance of the Urban Heights Hotel, thus examining the trends of these revenues and expenses, profitability fluctuations as well as the key reasons for the decrease in ROA and ROE from the year 2021 to the year 2023. It thus explores the impact of the increase in operating costs of the increased competition but also of the Covid-19 pandemic. It also proposes a comprehensive recovery strategy to restore the hotel's financial health and competitiveness
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	RATIO
	2021
	2022
	2023

	Current ratio
Current assets / current liabilities
	£300,000 + £150,000 / £250,000 = 1.8
	£200,000 + £100,000 / £270,000 = 1.1
	£100,000 + £80,000 / 300,000 = 0.6

	Debt to equity ratio
Total liabilities / equity
	£325,0000 / £2,200,000 =1.48
	£327,000 / £1,830,000 = 1.79
	£3,300,000 / £1,380,000 = 2.39

	Quick ratio
inventory / current liabilities
	3£00,000 + £150,000 / £250,000 = 1.8
	£200,000 + £100,000 / £270,000 = 1.1
	£100,000 + £80,000 / 300,000 = 0.6

	Return on assets (ROA)
Net income / total assets
	£700,000 / £5,450,000 = 12.84%
	£200,000 / £5,100,000 = 3.92%
	- £500,000 / £4,680,000 = -10.68%

	Return on equity (ROE)
Net income / equity
	£700,000 / £220,000 = 31.82%
	£200,000 / £1,830,000 = 10.93%
	- £500,000 / £1,380,000 = -36.83%
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Income and expense analysis of Urban Heights Hotel
On three-year courses such as 2021 to 2023, the hotel experienced notable changes in its financial values. Initially, the revenues thus showed a constant growth trend with annual increases thus reflecting the robust demand on the market but also the effective pricing strategies. However, in addition to these income surveys, there was thus a significant increase in operational expenses. This increase in all expenses can thus be attributed to several factors, including even higher costs of goods sold, but also increased labour costs and higher utility expenses. Despite the cost management attempts, all operating expenses of the hotel thus increased at an alarming rate, having a major impact on the general financial health.
Financial performance in decline due to significant reductions in ROA and ROE.
One of the most alarming indicators of the hotel's declining financial performance is thus the significant reduction in return on assets (ROA) as well as equity (ROE) from 2021 to 2023. In 2021, both ROA and ROE they were thus at healthy levels reflecting the efficient use of assets and strong profits. But until 2023, these values ​​suddenly decreased, signalling the deterioration of financial health. The reduction in ROA indicated that the company's assets do not generate sufficient profits, while the decrease in ROE suggests, on the other hand, a decrease in shareholder values. This decrease may be related to the increase in operating expenses, but also to much lower profitability, which thus underlines the urgent need for strategic interventions to improve the use of assets and restore financial performance.
Analysis of profitability but also of net income fluctuations
The profitability of the Urban Heights Hotel thus experienced significant fluctuations over time. In 2021, the hotel thus recorded a healthy net income, which was thus determined by stronger occupancy rates and controlled costs. However, until 2022, the net income thus began to show signs of pressure because the operational expenses have greatly exceeded the increase in income. This trend continued in 2023, culminating in major decreases in net income. Net income fluctuations thus reflect the hotel's struggle to balance the increase in operating costs with revenue generation, thus indicating the need for stricter cost management practices and effective improvements to restore profitability.
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Urban Heights, once a beacon of its financial stability but also of profitability, thus recorded a marked decrease in its financial performance in recent years. Several key factors have contributed greatly to this downward trajectory. The analysis of these reasons thus offers a perspective on the hotel's operational challenges, but also on the external pressures that the company thus faces.
Increase in operating expenses
One of the most significant factors affecting the profitability of the Urban Heights Hotel is the sudden increase in operating expenses. Throughout these three-year periods, the costs that were associated with utility but also supplies and maintenance have increased significantly. In addition to this, the hotel thus faced the increase in labour costs due to inflationary pressures and increased competition for qualified workers in the hospitality industry. As a result, the hotel's salary expenses increased significantly, eroding the profit margin. Despite all the attempts to streamline operations and to implement cost-saving measures, this tireless increase in operating expenses has greatly exceeded the increase in income, thus having a significant impact on profit (Murphy C. B., 2024)
Increasing competition and market saturation
The hotel industry in urban areas has thus become increasingly saturated with numerous new market entrants thus competing for a market share (Litvin, 2019). The Urban Heights Hotel thus faced a very fierce competition from the small luxury hotels and accommodation spaces. This saturation not only diluted the market share but also forced the existing hotels, including Urban Heights, to continuously invest in renovations in order to remain competitive. These capital expenditures, although very necessary in order to maintain the position on the market, imposed a major pressure on the hotel's resources without being able to guarantee a corresponding increase in income 
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A closer examination of the hotel's internal operations thus reveals inefficiencies in cost management. While all external factors such as the increase in labour costs and utilities have thus played an important role. The procurement processes could thus not be as efficient as they could be, which leads to higher costs than necessary for services and goods. Also, energy consumption can be better managed in this way by implementing more efficient energy saving initiatives. Also, addressing these internal inefficiencies is thus very important, even essential in improving the general financial performance (Ali, 2023).
Impact of COVID-19 on Urban Heights Hotel
The Covid-19 pandemic has significantly disrupted the financial performance of the Urban Heights Hotel, primarily through drastic reductions in occupancy rates but also in average daily rates (Singh and Corsun, 2023). Travel restrictions and widespread health concerns thus lead to a huge drop in travel worldwide, which has thus determined the drop in the occupancy rate. The pandemic also required substantial investments in health and safety measures such as improved cleaning protocols and contactless services that increased operating expenses. These combined factors have severely affected the profitability of the hotel thus highlighting the profound effect of the pandemic on the hospitality industry (Rathore et al., 2023). 
Technological investments
Although technological advances are very necessary to remain competitive, they come with substantial initial costs but also ongoing maintenance costs. Urban Heights has invested in modernizing its reservation systems to improve its digital presence as well as in modernizing the technologies in the room in order to meet the expectations of the guests. These investments are thus very essential for competitiveness in the long term or added to the financial burden in the short term (Ilya Lipovich, 2022).
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Cost management and operational efficiency
A key aspect of the hotel's revitalization involves rigorous cost management but also increasing operational efficiency. In order to achieve this, a thorough audit of all operational processes must be carried out in order to identify the inefficiencies as well as the potential areas for cost reduction. The implementation of technology-based solutions, such as automatic registrations, but also intelligent energy management systems and integrated property management systems, significantly reducing labour and utility costs (Zhang, J., & Huang, X., 2023).
Optimizing purchases by reviewing and renegotiating contracts with suppliers thus helps to ensure better prices and conditions. A centralized purchasing system can thus continue to achieve economies of scale, but it can also reduce waste, thus ensuring that resources are used more efficiently (McCue, C. P., & Pitzer, J. T., 2000). 
Increase and diversification of incomes
The increase in income streams is therefore very crucial for the diversification of offers in order to attract a wider clientele. The development of attractive packages for local stays but also remote work facilities as well as longer-term stays thus helps the hotel in accessing the market segment. Improving the hotel's food and beverage services by introducing themed culinary experiences and partnerships with local chefs, as well as offering delivery services, can increase revenue. In addition to this, the use of digital marketing strategies to increase direct bookings through the hotel's website as well as reducing dependence on online travel agencies, helping to maintain more income but also to build stronger relationships with customers.

The marketing and branding initiative
The revitalization of the hotel's brand image is thus essential in regaining market share and attracting guests. Thus, a more comprehensive marketing strategy should be developed to highlight the characteristics but also the unique experience offered by the hotel.
Investing in a solid digital marketing campaign including involvement in social networks but also optimization for search engines and targeted advertising can grow and attract new guests. Collaborating with influencers but also with travel bloggers to present such offers to the hotel can thus increase the online presence. In addition to that, rebranding efforts such as updating the hotel's website, improving the visual continuity and refreshing the logo and design elements can create a modern and attractive image (Jones, 2024).
Partnerships and strategic alliances
The formation of partnerships and strategic alliances can provide support and additional resources for the revitalization of the hotel. Partnerships with local companies, tourism offices and event organizers can create synergies that attract more guests. Collaboration with airlines and travel agencies can offer combined packages to increase the visibility and attractiveness of the hotel. Establishing loyalty programs with other businesses such as restaurants and entertainment venues can offer guests added value and can also encourage repeat visits ‌ (IšoraItė, M., 2009). 
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The financial performance of the hotel from 2021 to 2023 thus highlights significant challenges, including the increase in operating expenses, the increase in competition and the inefficiency of cost management. The Covid-19 pandemic has thus exacerbated all these problems by drastically reducing employment rates, thus necessitating substantial investments in health and safety. In revitalizing its financial health, Urban Heights must implement a comprehensive recovery strategy that focuses on asset management, as well as income diversification and improving the guest experience. Strategic partnerships and technological advances will thus be crucial for long-term competitiveness. Addressing all these areas, the Urban Heights Hotel can face its current challenges and work for sustainable growth and profitability.
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