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[bookmark: _Toc168614999]Introduction
[bookmark: _Toc168479820][bookmark: _Toc168605161][bookmark: _Toc168437335]Urban Heights Hotel faced major financial challenges in the last three years, marked by the decrease in revenues, but also the rest of the operational expenses, as well as the deterioration of profitability. This report thus provides major comprehensive evaluations of the performance of the indicators as well as of the key financial values ​​to highlight trends and models. The analysis thus reveals a constant decrease in revenues from £2,500,00 in 2021 to £1,800,000 in 2023 accompanied by such increases in operating expenses from £1,800,000 to £2,030 in 2023. All these factors lead to a substantial decrease in net income, leading to a net loss of £500,000 in 2023. In addition, significant reductions in return on assets (ROA) and return on equity (ROE) underline the hotel's declining efficiency. in using all its assets but also generating profits for shareholders. This report identifies the main reasons behind the hotel's financial decline, including inefficient use of assets, increased financial leverage as well as liquidity problems. This report aims to identify the main reasons for the hotel's financial decline, including the inefficient use of assets, increased financial leverage and liquidity problems. It also proposes recovery strategies, such as increasing revenues, cost optimization, improved asset management, efficient debt management, and liquidity restoration. The objective is to provide a roadmap for the stabilization and revitalization of the Urban Heights Hotel, ensuring its long-term financial health and operational sustainability.
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	[bookmark: _Toc168479821][bookmark: _Toc168605162]RATIO (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

	Debt to equity ratio
Total liabilities / equity
	3250000 / 2200000 =1.48
	327000 / 1830000 = 1.79
	3300000 / 1380000 = 2.39

	Quick ratio
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%


[bookmark: _Toc168615001]Financial Performance of Urban Heights Hotel over 3 years period
Analysis of income and expenses
The income statement thus reveals a constant decrease in income from 2,500,000 pounds in 2021 to 2,200,000 pounds in 2022 reaching up to 1,800,000 pounds in 2023. ,00 pounds to £2,300,000. This mismatch between the decrease in income and the increase in expenses led to a significant decrease in net income, which fell from 700,000 pounds in 2021 to a net loss of 500,000 pounds in 2023.
Financial performance decreases
The declining financial health of the hotel is strongly highlighted by the significant reduction of both the return on assets and also the return on equity. In 2021, the ROA was 12.84%, which indicates the efficient use of assets to generate earnings. However, until the year 2023, this ratio dropped drastically to -10.68%, reflecting not only the decrease in profits, but also a potential more defective administration or even underutilization of the hotel's assets.
Similarly, ROE recorded a steeper decrease starting from 31.82% in 2021 but also deteriorating to -36.83% in 2023. This drastic decrease means that the hotel only generates sufficient profits for its shareholders and thus loses his investments
Profitability but also fluctuations in net income
The profitability of the hotel was thus a downward trajectory, a fact proven by the continuous decrease in net income. Net income thus fell from £700,000 in 2021 to £200,000 for 2022 before turning into a major loss of -£500,000.

The current ratio, which measures the hotel's ability to cover its short-term liabilities with its short-term assets, also fell. It decreased from 1.8 in 2021 to 0.6 in 2023, indicating potential liquidity problems. In a similar way, the quick ratio, which excludes stocks from current assets, greatly reflects the decrease, emphasizing more the hotel's struggle to meet its obligations.
Moreover, the debt-to-equity ratio increased from 1.48 in 2021 to 2.39 in 2023. which can be very risky, especially considering the decrease in profitability
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Declining revenues
One of the main reasons for the decrease in profitability at the Urban Heights Hotel is thus the constant income in the three-year period from 2021 and 2023. significant reduction. This trend of decreasing income thus indicates a possible decrease in guest occupancy rates and reduced room rates or even a massive decrease in the use of auxiliary services such as meals, agreed facilities and events. External factors such as increased competition, economic recessions or even changes in consumer preferences could thus have contributed to this revenue shortfall.
Increase in operating expenses
While revenues were thus falling, operating expenses for the hotel thus increased from £1,800,000 in 2021 to £2,300,000 in 2023. Key components of operating expenses such as labour costs but also the costs of utilities and maintenance and supply expenses could thus be increased. In addition, inflationary pressures could thus lead to cost increases in different operational areas. Inefficient cost management practices or even the inability to adjust operational costs as a response to the decrease in revenues, which can thus have a significant impact on profit (GHEORGHE, C., 2013).
Inefficient use of assets
The return on all assets ratio (ROA) thus provides information on how efficiently the hotel uses its assets to generate profits. The dramatic drop in ROA from 12.84% in 2021 to -10.68% in 2023 suggested that the hotel's assets are not that efficient. This inefficiency can be caused by the underutilization of facilities such as unoccupied rooms or even underutilized conference or event spaces. Poor asset management strategies, along with failure to innovate or adapt to changing market conditions, can exacerbate this problem. Efficient asset management is essential for maintaining high occupancy rates and for ensuring that absolutely all facilities contribute positively to the hotel's revenues (Ivanov, S., & Zhechev, V., 2012).
Increased financial leverage
The debt-equity ratio increased significantly from 1.48 in 2021 to 2.39 in 2023, which indicates that the hotel relies more and more on debt to finance its operations. This increasing leverage effect can be risky, especially in periods of declining profitability. Increased debt levels could lead to higher interest expenses, putting additional pressure on the hotel's cash flow but also reducing net income. Debt dependence could thus have been a strategy to cope with the drop in income or to finance the necessary capital expenditures, but it ultimately contributed to financial instability (Hussan, J., 2016).
Negative impact on equity
The return on equity ratio (ROE), which decreased from 31.82% in 2021 to -36.83% in 2023, underlines the negative impact on shareholder values. The negative ROE indicates that the hotel thus generates losses instead of profits from the shareholders' investments. This scenario can lead to a loss of investor confidence, thus making it more difficult for the hotel to raise additional capital. Also, this highlights the weaker financial performance but also suggests that the hotel's strategies are not aligned with the creation of value for shareholders.
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Revenue growth
In order to revitalize the Urban Heights Hotel, a strategy focused on increasing revenues is essential. The hotel should start by conducting a more comprehensive market analysis to identify and target potential customer segments (Freedman, 2020). This analysis can reveal untapped markets such as business travel, families and international tourists. Packages and personalized promotions can then be designed in such a way as to attract these groups. For example, business travellers might be attracted to conference packages that include both accommodation and meeting facilities, while families might be attracted to packages that offer discounts to local attractions (Swarbrooke, J., & Horner, S., 2012). In addition, the use of data analysis to understand customer preferences and booking behaviours can help create personalized offers, thus improving the general experience of guests and thus increasing occupancy rates (‌Dimitrios, B., et al., 2023).
Cost optimization
Cost optimization thus represents another very critical component of the recovery strategy. The hotel should thus carry out a more detailed audit of its operational processes in identifying areas where costs can be reduced without compromising the quality of services. A clear example is thus optimizing staffing schedules to match demand patterns so that labour costs can be reduced. The implementation of more efficient practices from an energy point of view, such as the LED light bulb, but also energy efficient HVAC systems (Barbara, C. E., et al., 2024), as well as lighting fixtures, which savings can thus significantly reduce utility bills. In addition to that, the renegotiation of contracts to ensure better rates helps reduce acquisition costs (Dwivedi, A., et al., 2023).
By adopting a culture of continuous improvement as well as efficiency, the hotel can streamline operations and improve profitability while maintaining all the high standards of guest satisfaction (Rashid, S. M., 2012). 
In addition, renegotiating contracts with suppliers to secure better rates can help reduce procurement costs. By adopting a culture of continuous improvement and efficiency, the hotel can streamline operations and improve profitability while maintaining high standards of guest satisfaction (Plambeck, E. L., & Taylor, T. A., 2007).
Restoration of liquidity
Restoring liquidity is essential for the hotel's day-to-day operations, but also for its long-term viability. The hotel must thus focus on improving the current but also fast rates by increasing the cash reserves but reducing the debts in the short term. This can thus be achieved by accelerating extended payments with suppliers but also by closely managing stock levels to avoid excess stock. In addition, securing a line of credit can provide a financial cushion to manage such unexpected expenses or seasonal fluctuations in cash flow. Maintaining a healthier position of liquidity ensured so that the hotel can fulfil its financial obligations promptly, thus increasing its credibility with the interested parties and suppliers (Claessens, S., & Diwan, I., 1989). 

[bookmark: _Toc168479827][bookmark: _Toc168605165][bookmark: _Toc168615004]Conclusion
The financial evaluation of the Urban Heights Hotel for the last three years highlights a significant decrease in profitability due to various interrelated factors. The constant decrease in revenues but also the increase in operating expenses have seriously affected the net income of the hotel, culminating in a substantial net loss until the year 2023. The key financial indicators such as ROE and ROA reflect the inefficiency of the hotel in the use of assets and the generation of value for shareholders. In order to address these problems, a comprehensive recovery strategy is essential, which focuses on increasing revenues, optimizing costs, improving the management of the assets of the Urban Heights Hotel, thus requiring a balanced approach, capitalizing on the market analysis as well as operational audits and financial planning . strategy for overcoming current challenges and achieving long-term success
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