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[bookmark: _Toc219397813]Executive Summary
It is a business report that examines the financial and operational performance of the Coastal Horizon Hotel in the business years 2022 and 2024. It has been experiencing a gradual decrease in its revenues, profitability and customer satisfaction in an industry where competitive hospitality at the coastal destinations is increasing. The given financial statements and the relevant financial management concepts in the hospitality industry have been used in this report to analyse the changes in the market, financial performance trends, and the primary causes of the declining profitability. Based on the findings, it is proposed that a viable and cost-effective turnaround strategy will be proposed to put the hotel on a track of monitored operation, improve cash flow, and restore the image of the hotel as a competitive coastal retreat.
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[bookmark: _Toc219397814]1.0 Introduction 
Hospitality busines is a highly dynamic and competitive world where financial performance largely relies on the customer preferences, quality and control of the cost of services. The coastal hotels are largely exposed to the seasonal demand variations, to the economic conditions, as well as competition from newer hotels with more modern facilities and better experiences for the guests. The Coastal Horizon Hotel is a full-service hotel located in the coastal region and has accommodation, restaurant, bar and event facilities. though the hotel was once a common pastime activity in the past, the past years have characterised a radical downfall in financial performance and customer satisfaction (Ghorbanzadeh et al., 2023). The report is targeted at assessing the feasibility of a financial recovery of the Coastal Horizon Hotel through a developed turnaround plan (Saiz, 2024). The report assesses the financial performance of the hotel that has taken place within three years from 2022 to 2024, with the information available in the case study of the income statement and balance sheets. In addition to this, the change in market conditions and customer preferences is touched upon to identify the external and internal conditions that contributed to the decline of the hotel. The report will be instituted to meet the informational requirements of the management to bridge the gap between financial information and operational and strategic decision-making. The report outlines significant weaknesses that threaten the financial sustainability of the hotel through its analysis of the trend of revenues, cost structure, liquidity and profitability (Lima Santos et al., 2024). The findings are then applied to come up with practical and realistic recommendations that would assist in restoring financial health and increasing the competitive advantage of the hotel. The report has the following structure. First of all, it explores the trends in the market and changing customer preferences. Second, it evaluates the financial performance of the hotel over the past three years. Third, it identifies the key elements that make the profitability reduce profitability. Finally, an action plan for the turnaround is provided in relation to the key findings (Van Nguyen and Ngoc, 2024).
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It has made the hospitality market in the coastal region very competitive, and in the recent past, new and modern resorts have entered the market with refined facilities, wellness and digitally enhanced guest services. The contemporary leisure travellers highly emphasise the quality of services provided, cleanliness, new design and unique experiences. The sustainability practices and good online images are also emerging as a major factor in booking decisions. The quality of the services and outdated facilities appear in the Coastal Horizon Hotel customer feedback, suggesting that the difference between the expectations of the guests and the services offered by the hotel is widening (Avirutha, 2025). Apparently, his competitors appear to have succeeded in their investments in refurbishment, staff training, and technology, but the hotel does not appear to have done as well. This has contributed to poor customer satisfaction, negative feedback and poor repeat business. The process of changes in travel behaviour that have taken place after the COVID-19 pandemic has contributed to competition further. Tourists have turned out to be more cost-conscious and demand high standards of comfort and service. The fact that the average room rate of the hotel has decreased by about 260 to 210 over the last two years, 2021 and 2023, respectively, shows that the hotel management has been struggling to increase its demand by reducing its prices (O’Neill and Yeon, 2022). However, the price war has failed to reverse the declining occupancy rates that lack superior service provision and enhanced facilities. In addition, the expansion of other accommodation firms and destination hotels has reduced the market share of the hotel. Failure by the Coastal Horizon Hotel to reorient its value proposition towards its changing customer preferences has compromised its competitiveness and reduced its ability to attract and retain its customers in a flooded market in the coastal area (Amaeze and Otabor, 2024).
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The performance of the Coastal Horizon Hotel in terms of finances has been markedly lower than in the three-year period (2022-2024), which showed a steady downward trend in the financial condition of the hotel. In 2022, the total revenue was declining steadily when compared to 2023 and 2024, to £950,000 and £1,100,000, respectively (Elti and Ermir, 2024). The net decrease of approximately 21 is an indication of a fall in occupancy and a fall in the average room rates, both of which are measures of reduced demand and reduced purchasing power in an increasingly competitive market, referring to the hospitality services of the coast (Denton and Sandstrom, 2021). The operating costs also increased significantly during the same period when the revenue declined. In 2022, it raised the costs by £900,000 to £950,000 in 2023 and then by a large margin to £1,100,000 in 2024. This type of variance between the income and spending will mean a lack of cost management and operational inefficiencies. The wider hospitality industry has been affected by the inflationary pressures of labour, energy and food expenses, but the rate of cost increase has shown that cost management practices within an organisation have not adequately aligned with the decreasing level of income. It has seen a net income of an unprofitable loss of £ 150,000 in 2023, and then a loss of £150, 000 in 2024. This move between profitability and loss depicts that there is an alarming performance and financial viability decline (Keswani and Khedlekar, 2024).
Liquidity has been compromised, and the short-term financial capability of the hotel has been raised at an alarming rate. The cash and cash equivalents dropped in 2022 to £100,000 in 2023 and then rose to a high of £20,000 in 2024. This extreme reduction limits the ability of the hotel to meet its short-term obligations as well as day-to-day operational requirements. The decline in accounts receivable was not significant, but still, this could not compensate for the loss of cash reserves that were too high (Surikova et al., 2022). The balance sheet also has structural weaknesses. In 2024, the total assets went down by £1.850,000 from 2022, and this was partly due to the depreciation and the under-investment in the property and equipment. Meanwhile, the total liabilities increased by a close margin of £ 1530,000 - £1550, 000 due to an increase in accounts payable. The amount of long-term debt was similar (it is £1,500,000). It is a high financial leverage and low flexibility. Equity had reduced significantly by the loss of a list of assets, as compared to the loss of life, to the extent of £620,000 to £300,000 (Haslam et al., 2021). Overall, the financial data depicts declining profitability, worsened liquidity and financial risk.
[bookmark: _Toc219397818]2.3 Key Reasons for the Decline in Profitability
The low profitability that is being experienced in the Coastal Horizon Hotel can be attributed to various interconnected internal and external factors, which have collectively contributed to the poor performance on the financial front (Curtis et al., 2021). The first one is that long-term occupancy rates and average room rates have decreased substantially, hence restricting revenue collection by a considerable percentage. The increasing competition of the newer resorts with modern facilities and improved experiences by the guests has played down the ability of the hotel to attract and retain customers. The management has reacted by being too reliant on price reduction as a means of stimulating demand. However, competition with no differentiation between the different brands has been costing the companies' profit margins, and they have not been enjoying sustained occupancy (Malesev and Cherry, 2021). Other than a lower revenue, there has been a steady increase in operating costs over the three years. Increase in spending in the hospitality industry has also been caused by pressure of inflation, particularly in labour, energy and food prices. Nonetheless, the fact that, in reality, the costs are increasing in spite of the revenue being decreasing points out that there are other severe factors that contribute to it, internal inefficiencies and cost-controlling mechanisms are important. There has not been proactive management of expenses, and this has only augmented the operating margins and financial losses (Ismanov et al., 2024).
The second significant factor is that the hotel has not invested in property maintenance, quality service and human development largely. This has affected the customer satisfaction level negatively due to the old infrastructure and the disparate quality of services, resulting in negative reviews left online and reduced returns to the restaurants (Xu, 2021). This bad image has diluted its demand as well as limited the hotel from charging competitive rates. Finally, long-term debt has been extremely high, and this has restricted the strategic flexibility of the hotel. The reduction in the cash reserves and the increase in accounts payable have revealed the liquidity risk, which restricted the capacity of the hotel to finance refurbishment, marketing, or service improvement projects. All these factors are indications of inefficiency in the financial management, strategy planning and responsiveness to the changing market reality, which has been enacted in the long-term decline in profitability (Moridu and Abidin, 2023).
[bookmark: _Toc219397819]3.0 Conclusion 
This report has critically evaluated the financial and operational performance of the Coastal Horizon Hotel from 2022 to 2024, and it is established that there is a constant and alarmingly deteriorating overall financial health of the hotel. As the analysis has revealed, the revenue has been steadily decreasing, and a significant role in this is played by the decreasing occupancy rates and average room rate, which reflects the decreasing demand and loss of pricing power. Meanwhile, the operating costs were increasing in nature, which implies that there was a lack of cost control and inefficiency in operations. This means that the hotel had experienced a profitable position in 2022, but a large loss in 2024. The analysis of the balance sheet also shows the increasing financial vulnerability. Reduction of cash reserves, depreciation of assets and significant loss in equity depict the loss of liquidity and low financial flexibility, which is a grave threat to the sustainability of the hotel in the long-term. All these monetary issues are directly associated with the pressure of the external market and ineffective internal strategies. The market analysis reveals that a change of preference of the customers, intense competition from the newer and more modern coastal resorts and outdated facilities have significantly damaged the competitiveness of the hotel. Reliance on price reduction as a remedy to the demand stimulation move by the hotel, rather than investing in the quality of the services and product enhancement, has not helped in reversing the declining demand, but instead has continued to damage the profit margins. However, the findings show that the Coastal Horizon Hotel can still be a feasible venture provided that there is an action that the management takes the issue and coordinates it into an action that is decisive and well coordinated. A viable turnaround strategy which involves cost control, service improvement and strategic investment would normalise the operations, improve financial performance and allow the organisation to continue the viability of profitable operations.

[bookmark: _Toc219397820]4.0 Recommendations. Turnaround strategy.
Based on the outcome of this report, one can recommend that the Coastal Horizon Hotel should consider adopting a holistic turnaround plan which will focus on stabilising finances, operations and re-positioning on the market. Firstly, cost control should be done immediately. The management should equally conduct an in-depth analysis of costs to establish the inefficiency in staffing, procurement, and energy consumption (Liao, Zhang, and Zhang, 2024). Flexible staffing arrangement, renegotiation with suppliers and improving energy efficiency would help to check the operating cost with no implications in the quality of services. Second, it requires the possibility of reinvestment in facilities and quality of services in particular. Rather than committing capital expenditure in a manner of great magnitude, the management should contend with the high-impact changes, which might involve refurbishment of rooms, high standards of cleanliness and personnel training (Ismaeel and Alamoudy, 2025). The specific area that needs to be improved is the rate of guest experience, which will be improved by increasing the occupancy rates, online ratings and the repeat business. Thirdly, the hotel must seek a higher level of revenue management strategy. This is comprised of variable pricing in consideration of the demand trends, packages to be provided to the leisure travellers and the promotional offers during the season when it is not peak. Visibility and creation of demand will be achieved by increasing the marketing activities and presence on the web. Fourthly, liquidity management needs to be improved (Gutta, 2025). The financial risk in the short term will be minimised by increasing cash flow through improving the tightening of the credit control and increasing the working capital management. The management should also consider refinancing in order to relieve the burden of debts. Finally, the hotel will be forced to rename itself and concentrate on its location on the sea, customised services, and local ambience. It will help to restore the reputation of the hotel and contribute to the financial recovery in the long term by ensuring that the hotel's offering is consistent with the current preferences of the customers (Akbari et al., 2021).
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