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[bookmark: _Toc168598765]Introduction
The Urban Heights Hotel, a very prominent unit that thus owns a bar, restaurant and facilities for experiments, is thus located in a vibrant urban landscape. In recent years, the hotel has thus faced significant challenges, including the decrease in revenues, but also in occupancy rates and customer satisfaction. This report thus aims to evaluate the financial performance of the Urban Heights Hotel for the last three years (2021-2023), thus focusing on spending trends, revenues, liquidity and profitability and solvency. In addition, it tries to identify the key factors that contribute to the decrease in profitability, thus taking into account events in the real world and the current economic climate. Finally, the report proposes a comprehensive recovery strategy aimed at revitalizing the hotel's financial health and restoring its reputation.

[bookmark: _Toc168479820][bookmark: _Toc168437335][bookmark: _Toc168598766]Trends and Patterns in Urban Heights Hotel – Evaluation
	The type of Ratio
	The Formula
	Year 2021
	Year 2022
	Year 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

	Quick ratio
	Current assets –inventory / 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
	3,250,000 / 2,200,000 =1.48
	327,000 / 1,830,000 = 1.79
	3,300,000 / 1,380,000 = 2.39

	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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[bookmark: _Toc168598768]Revenues and Expenses and Increase in Operating Expenses of Urban Heights Hotel
During the three years from 2021 to 2023, the Urban Heights Hotel experienced major decreases in revenues but also visible increases in operating expenses. In 2021, the hotel's revenues were £2,500,000, which dropped significantly to £2,200,000 in 2022 and then decreased to £1,800,000 in 2023. At the same time, the hotel's operating expenses increased by £1,080. £2,000,000 and then to £2,300,000 in 2023. The pattern of decrease and increase thus indicates that regardless of the hotel's ability to generate income, it has decreased drastically, and its operating costs have increased significantly, thus exacerbating its financial pressures.
[bookmark: _Toc168598769]Analysis of the profitability of the Urban Heights Hotel and of the net income fluctuations
The profitability of the hotel was thus seriously affected during the years 2021-2023, as reflected in its figures regarding net income. In the year 2021, the Urban Heights Hotel achieved a net income of £700,000, which aggressively decreased to £200,000 in the year 2022, thus bringing a net loss of £500,000 in the year 2023. This decrease in net income is aligned as follows with the combination between the decrease of all operational revenues but also the increase of operational revenues. The hotel's ability to remain profitable was seriously compromised, which led to significant financial instability.
Declining in Financial Performance
The significant reductions of Return on Equity (ROE) and Return On Assets (ROA) from 2021 to 2023 push the Urban Heights hotel to its limits. Its financial performance measured in this way by ROA and ROE have registered strong decreases since 2021, where an ROA of 12.84% was recorded, which thus decreased to 3.92% in 2022 and further to a negative of -10.68% but and a decrease in ROE from 31.82% in 2021 to 10.93% in 2022 and then to a negative of -36.83% for 2023. These data show a major financial concern for Urban Heights Hotel reflecting a deterioration of the hotel's efficiency in generating profit from its assets but also from its own capital, signalling very serious underlying problems in financial management but also in operational efficiency The significant reductions of Return on Equity (ROE) and return on assets (ROA) from 2021 to 2023 push the Urban Heights hotel to its limits. Its financial performance measured in this way by ROA and ROE have registered strong decreases since 2021, where an ROA of 12.84% was recorded, which thus decreased to 3.92% in 2022 and further to a negative of -10.68% but and a decrease in ROE from 31.82% in 2021 to 10.93% in 2022 and then to a negative of -36.83% for 2023. These data show a major financial concern for Urban Heights Hotel reflecting a deterioration of the hotel's efficiency in generating profit from its assets but also from its own capital, signalling very serious underlying problems in financial management but also in operational efficiency.

[bookmark: _Toc168479822][bookmark: _Toc168598770]Reasons of the decline in declining financial performance of the Urban Heights Hotel 
Financial performance represents a subjective measure of the ways in which a company, Urban Heights Hotel, in this example, can use its assets to generate income (Kenton, W., 2024). The financial decline of the Urban Heights Hotel can be attributed to several factors, both external and internal, related to the way the hotel operates. These potential factors that will be analysed in this section are the impact of the COVID-19 pandemic, the increase in operating expenses, the decrease in revenue flows, poor financial management and strategic planning, but also the increase in debt and financial leverage.
[bookmark: _Toc168598771]The impact of the Covid-19 pandemic
The Covid-19 pandemic has had a major impact on all industries around the world, but especially on the hospitality industry (Lahari Ramuni, 2021) where Urban Heights Hotel operates. Due to the Covid-19 Pandemic, travel restrictions have been imposed on a very large scale, thus leading to a decrease in consumer confidence, but also to a major decrease in the tourism and accommodation industry (Jęczmyk et al., 2023). As a result of these decreases and restrictions, the Urban Heights hotel experienced a very sudden decrease in occupancy rates, which led to major decreases in income (Valeriya Shapoval et al., 2021). Despite the decrease in the number of guests, the hotel was also faced with fixed costs such as salaries, maintenance and utilities that required major financial resources (Rowlands, 2023). The inability to adjust these costs as a response to the sudden decrease in revenues contributed at a rapid and major rate to the general decrease in profitability (Casey, 2020)
In Chart 1, it can be seen a graph of the change from 2020 of the revenue per available room of hotels as a result of the Corona Virus pandemic in Europe.



Chart 1. Change in revenue per room of hotels as a result of the Covid-19 pandemic in Europe (2020)
Source: (Statista, 2020)
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Thus, one of the key factors in the decrease in the profitability of the Urban Heights Hotel was its constant increase in operating expenses. From the year 2021 to the year 2023, its operating expenses have increased majorly from the amount of £1,800,000 to £2,300,000 in the year 2023. This increase was thus determined by various factors such as the increase in labour costs (Francis-Devine. et al., 2024), increased utility bills (London Economics, 2023), but also cost increases for goods and services necessary to maintain hotel operations.
It is thus possible that the hotel has invested in improved cleaning protocols but also in health and safety measures as a response to the pandemic, increasing costs even more. These increased expenses have thus eroded profit margins, thus making maintaining the hotel's profitability much more difficult, as well as decreasing revenues (ONS, 2023).
[bookmark: _Toc168598773]Declining income streams
During the period observed in the hotel report, Urban Heights thus faced constant decreases in their income. In 2021, its revenue recorded 2,500,000 pounds, which decreased to 2,200,000 pounds in 2022 and then to 1,800,000 pounds in 2023. accommodation alternatives (Ruggero Sainaghi and Baggio, 2020). Changes in consumer preferences, but also the transition to remote working or even virtual meetings have reduced the demand for business travel and conferences, which thus represent very significant revenue streams for the hotel (Oscar Hengxuan Chi, Asim Saldamli and Dogan Gursoy, 2021). The inability to adapt to these rapid changes in the market and to diversify the sources of income exacerbated the financial pressure of the Urban Heights Hotel. 
[bookmark: _Toc168598774]The financial management but also the poor strategic planning of the hotel.
One of the other essential reasons is the precarious financial management and weak strategic planning. It is very possible that the management of the hotel did not succeed in a more correct anticipation but also a more direct and efficient response to the changing market conditions or even to the major operational challenges. A clear example can be the lack of robust cost control strategies that led to uncontrolled increases in operational expenses. Inadequate marketing efforts but also the failure to innovate or diversify the services have limited the hotel's ability to attract new customers but also to keep the existing ones at the same time, as it was pointed out in a Forbes article called "Innovate or Die: How A Lack of Innovation Can Cause Business Failure" by Bianca Miller Cole (2024). These strategic missteps, such as overinvestment in areas that do not generate sufficient profit, weakened its financial position even more. 
[bookmark: _Toc168598775]The increase in debt and financial leverage
The increasing level of the hotel's debts played one of the main fundamental roles in its financial decline. Over the three years (2021-2023), the total liabilities of the companies increased from £3,250,000 in 2021 to £3,300,000 in 2023 while the equity had a massive decrease. This increased financial leverage has put major pressures on the company's cash flow because higher interest payments together with debt service costs have thus reduced the funds available for operational needs but also for growth investments. The debt-to-equity ratio, which increased significantly from 1.48 in 2021 to even 2.39 in 2023, indicated that the hotel relied a lot on borrowed funds, which is risky but also unsustainable in the long term especially in an uncertain economic environment (Bajaj Finserv, 2023)


[bookmark: _Toc168598776]Turnaround strategy of Revitalisation
In order to reverse the declining profitability but also to restore the hotel's financial health, a comprehensive recovery strategy that focuses on revitalization is thus essential. This strategy must thus include several facets including even operational efficiency, market repositioning but also cost management or even increased customer involvement.
[bookmark: _Toc168598777]Operational efficiency and cost management
A primary and critical step in the revitalization strategy is thus improving operational efficiency and cost control. Carrying out detailed analyzes of the hotel's current expenses can thus help to identify areas where cost reductions can be achieved without compromising the quality of services.
This may include the renegotiation of some contracts with suppliers but also reductions in energy consumption through more sustainable solutions together with an optimization of personal programs in order to align with occupancy levels (YEC, 2021). The implementation of advanced technological solutions such as automatic reservation systems and energy management systems can make more operations more efficient and reduce costs (Bilgihan, A. et al., 2011).
[bookmark: _Toc168598778]Improved marketing and digital presence
An effective marketing strategy is thus essential for revitalizing the hotel. Investing in digital marketing to increase online visibility and reach a wider audience is essential. this includes the optimization of the hotel's website for search engines but also the use of social media platforms for the purpose of targeted advertising and the use of data analysis. These are essential in understanding customer preferences and adapting marketing campaigns accordingly (Urdea, A. M., & Constantin, C. P., 2021). Encouraging guest reviews and capitalizing on user-generated content can greatly improve the hotel's online reputation. In addition to this, the creation of loyalty programs and personalized offers greatly stimulates customer retention and repeat bookings (Covello, 2022).
[bookmark: _Toc168598779]Investment in staff training and development
Providing ongoing training in the areas of price, customer service ‌(Christine, N., 2011), health and safety, and the use of technology can empower staff to provide exceptional guest experiences. Creating a positive work environment and recognizing the contributions of employees can thus increase morale and productivity, which thus leads to a much better overall performance (Ford, R. C., & Sturman, M. C., 2018). 

[bookmark: _Toc168598780]Conclusion
In conclusion, the decrease in the profitability of the Urban Heights Hotel can be attributed to several factors, such as the impact of the Covid-19 pandemic, but also the decrease in flows, operating expenses, but also the decrease in income flows, as well as poorer financial management and the increase in debts. In addressing these problems, a multi-faceted recovery strategy that focuses on operational performance but also on market repositioning and cost management is essential. By implementing these measures, the hotel can overcome its current challenges, restore profitability and at the same time achieve long-term success. Continuous evaluation and adaptation to all the changing conditions of the market will thus be very crucial to ensure the hotel's competitive advantage and sustained growth.
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