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· Executive Summary:
The once-thriving Seacrest Lodge is struggling with income, occupancy, and customer satisfaction. The assignment evaluates the lodge's financial performance over the past three years, identifies the downturn's key reasons, and develops a turnaround strategy. This study analyses the market, financial information, and industry analysis to improve the lodge's financial health and reputation as a top holiday place.
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Introduction

Seacrest Lodge, located on a beautiful coast, has experienced a decrease in revenue, occupancy, and customer satisfaction over the last few years. This report provides an overview of the Seacrest’s financial performance and outlines a turnaround plan to address the issues and regain market share in the competitive market.


Market Analysis

1.1  Highly Competitive Coastal market:
With the influx of newer, more modern resorts into the coastal market, there has been an increase in competition. This competition is based on more than just the number of options available to customers; it is also about the quality and modern features of the resorts. If Seacrest Lodge looking to attract and retain customers, must have to consider a strategic re-evaluation of position in the Seacrest market. This re-evaluation should include a SWOT analysis to identify areas where improvement can be made, and different offerings are available to customers. The Seacrest market is saturated with newer resorts, which means that customers are more likely to choose to stay at one of the newer resorts over Seacrest’s if the newer resorts offer better amenities, better services, or better pricing (Ocean R, 2023).


1.2  Shifting Customer Preferences:
This statement shows changing consumer expectations for hotel rooms. Consumers want modern, experiential experiences. They want modern amenities and interesting experiences. The Seacrest Lodge struggles with outmoded amenities. This means may not satisfy modern travellers. The Lodge must adapt to shifting customer tastes and modernise its amenities. Renovations, technology upgrades, and new services and experiences may be needed to satisfy modern tourists. To stay competitive and appealing to customers, must adapt to these evolving demands (Chon and Whelihan, 1992).

Customer Reviews


The importance of client feedback in gauging the present market opinion of The Seacrest Lodge. Customer evaluations are a crucial feedback source that reflects the experiences and satisfaction levels of those who have been at the resort.

Customer reviews reflect a reduction in service quality, indicating that customers are receiving lower-quality services than before. The clients' discontent with the lodge's amenities suggests that The Seacrest Lodge's facilities and services are no longer matching their expectations.

Addressing these issues is crucial to the turnaround approach. client satisfaction in the hospitality industry directly affects client loyalty, word-of-mouth promotion, and future guest return. Recognising and fixing customer review issues improves guest satisfaction and the lodge's reputation.
The turnaround strategy should include targeted steps to improve service quality and update facilities based on client input. This could involve implementing staff training programmes to enhance service standards, updating or improving outmoded facilities, and recommitting to surpassing guest expectations. The Seacrest Lodge may improve its reputation and restore customer trust in a competitive market by addressing these issues (Radojevic et al., 2015).














2. Financial Performance Analysis

This section analyses the lodge's financial performance from the past three years by reviewing the income statement and balance sheet. An analysis is conducted on factors including decreasing revenue, rising operational expenses, and adverse net income. The Average Room Rate (ARR) and Occupancy Rate are key metrics used to analyse the lodge's pricing strategy and capacity utilisation (Investopedia, 2023a). 

2.1  Income Statement
The Seacrest Lodge’s Income Statement from 2021 to 2023 show a decline in the revenue which 8.33% lower in 2022 from previous year and 13.63% lower in 2023 from 2022 figure, and the operating expenses were increased by almost 5% in 2022 and almost 16% in 2023. Both the decrease in revenue and increase in operating expenses result in Seacrest lodge 2021 profit into loss making business in 2023. The revenue figure is justified by the average room rate and decline in room occupancy, but the operating expenses should be kept as low as possible to generate profit (Investopedia, 2023b).

2.2  Balance Sheet
The balance sheet of the show decreases of cash and equivalents from £100,000 in 2021 to £20,000 in 2023 is significant. A decreased cash position could restrict the lodge's capacity to meet immediate financial obligations and undertake needed investments (PWC, 2023).

The decrease in accounts receivable from £50,000 in 2021 to £30,000 in 2023 indicates improved efficiency in collecting receivables. Further inquiry into the causes of this decline is required, may be any customer not paying the amount owed and that amount result in balance to be written off (ACCA global, n.d).

The decrease in the value of property and equipment from £2,000,000 in 2021 to £1,800,000 in 2023 could suggest depreciation, asset sales, or even impairment. An in-depth analysis is necessary to comprehend the effect on the lodge's operational capability (IFRS, 2023).
The enduring long-term debt of £1,500,000 indicates a reliable funding source. It is essential to comprehend the terms, interest rates, and any covenants linked to this loan. Need ensure that the Seacrest lodge can repay the long-term loan or making suitable measures to meet all the required conditions and be able to repay the loan on the last day of the loan agreement date (Wallstreet Mojo, 2024).

A progressive growth in total liabilities from £1,530,000 in 2021 to £1,550,000 in 2023 indicates that careful management is required in order to avoid unsustainable debt loads.

A pattern that provides cause for concern is a considerable decrease in equity, which is reduced from £620,000 in 2021 to £300,000 in 2023. One possible explanation for this is that the lodge's net value has been negatively impacted by accumulated losses or by other circumstances. Also need to be investigated that any money from the owner’s is withdrawn, which can also decrease the equity figure in balance sheet (XERO, 2024).

















3. Ratios

All the figures of the financial statements will be put into financial ratios which are current ratio, quick ratio, debt-to-equity ratio, return on assets and return on equity to get a picture of where needs improvement in the business (CFI, 2024).

3.1  Current Ratio:
By utilising a current ratio, one may determine whether or not a company is able to fulfil its obligations regarding its short-term debt. It is possible to determine whether a company is able to pay for its immediate liabilities by using its liquid assets or current assets with the assistance of this indicator (Corporate Finance Institute, 2023).

Current Ratio = current assets/current liabilities
2021: (100000+50000)/30000 = 5
2022: (80000+40000)/40000 = 3
2023: (20000+30000)/50000 = 1
While the lodge's current ratio continues to decrease, it is possible that it could have difficulties with its liquidity, since its capacity to meet its short-term obligations would decrease. At the moment current assets are covering current liabilities but the declining trend shows that it will be difficult to meet its liabilities which may result in closure on the business.

3.2  Debt-to-Equity Ratio:
The debt-to-equity ratio is a financial indicator that involves comparing a firm's total debt to its total equity. This comparison is done in order to gain an understanding of the capital structure of the company. The formula for calculating it is to divide the total liabilities, which include both short-term and long-term debt, by the entire equity (British Business Bank, 2024). 

A formula can be written as follows:

Debt-to-Equity Ratio = Total Liabilities / Equity

2021: 1530000 / 620000 = 2.47
2022: 1540000 / 580000 = 2.66
2023: 1550000 / 300000 = 5.17

A debt-to-equity ratio that is lower than one indicates that the company finances its operations mostly through equity, which is generally regarded as a less hazardous method of financing. When the ratio is larger than one, it shows that the company is more dependent on debt, and when the trend is rising, it suggests that the amount of financial leverage is increasing. In 2023, a ratio of 5.17 indicates that the company has a considerable dependency on borrowed capital, since it indicates that for every 1 pound of equity, the company has 5.17 pounds worth of total liabilities.

3.3  Return on Assets:
Return on assets, also known as ROA, is a financial information that estimates how well a firm is able to create profits from the assets it possesses. It can be used to determine how effectively a company is putting its assets to work in order to generate profits (Datarails, n.d).
The formula for calculating Return on Assets is:

ROA = (Net Income / Total Assets) x 100

2021: (300000 / 2150000) x 100 = 13.95%
2022: (150000 / 2120000) x 100 = 7.07%
2023: (-150000 / 1850000) x 100 = -8.10%
The reduction in return on assets (ROA) from 2021 to 2023 indicates that the efficiency with which assets are used to generate profits is declining. It is clear that there is a big operational difficulty in 2023, as indicated by the negative ROA, which highlights the necessity of a turnaround strategy.
For the purpose of increasing return on assets (ROA), the business ought to prioritise the enhancement of operational efficiency, cost management, and revenue generation. It is possible to get a more favourable return on investment (ROA) by putting into action plans that aim to increase the number of consumers, optimise pricing, and enhance service quality.
4. SWOT Analysis:

4.1  Strengths:
The Seacrest Lodge offers visitors a distinctive and alluring environment because of its location on a gorgeous beach (Mitchell, 2020). The lodge has a reputation for being a top holiday spot, which helps with brand recognition and potential for repeat business. The lodge still has important property and equipment; thus, upgrades are still possible even with its current state of deterioration.

4.2  Weaknesses:
Reviews from customers express discontent with antiquated facilities, which is a serious shortcoming in a market with contemporary rivals. A drop in service quality is the reason for the loss in customer happiness, which affects the whole visitor experience. Concerns regarding the lodge's financial health are raised by the negative net income and declining equity.

4.3  Opportunities:
Seacrest Lodge has the chance to build out a niche for itself by providing distinctive experiences or specialist offerings that set it apart from competitors (Salazar et al., 2018). Putting money on contemporary amenities can draw in new clients while keeping hold of current ones. Working together with nearby companies, event planners, or travel agents can increase the lodge's attractiveness and lead to additional revenue sources.

4.4  Threats:
The seaside market is fiercely competitive, featuring more recent and contemporary resorts. There is a serious risk of losing clients to rival businesses. The lodge's earnings may be threatened by economic conditions that affect travel and leisure expenditures. If not addressed, client preferences that are moving towards more modern and immersive accommodations could become a concern.


5. Turnaround Strategy

5.1  Service Quality Enhancement:
Invest in employee training, enhance customer support, and deal with problems brought up by unhappy customers (Adhinata et al.,  2020). Training employees ensures a competent and flexible workforce, which boosts business growth. An excellent customer experience boosts brand loyalty and reputation. Resolution of consumer complaints shows attention to their satisfaction and turns difficulties into opportunities. This comprehensive plan boosts employee morale, productivity, and client relations, putting the company ahead of the competition. 

5.2  Amenities Upgrade:
Update amenities to reflect modern tastes and increase the lodge's appeal to potential guests (Hospitality Net, 2022). Adding modern amenities to the lodge is key to attracting more guests. Wellness programmes, eco-friendly practices, and smart technologies can enhance tourists' experiences. Lobbies and recreation areas can seem cosy and stylish with modern design. This tactical upgrade keeps the lodge competitive and appealing to affluent guests.

5.3  Strategic Marketing:
Launch focused advertising efforts that highlight the lodge's special qualities and upgrades (Assaf, 2017). Launch targeted advertising campaigns highlighting the lodge's distinctive features and enhancements to attract the right guests. Create targeted ads to promote the lodge's new amenities, experiences, and features. Use social media and digital avenues to reach visitors who value these distinct traits. The lodge will gain visibility and become a top choice for travellers seeking modern, upgraded lodging by implementing targeted advertising.

5.4  Pricing Strategy:
To bring in more clients, strategically modify room rates while taking market dynamics into account (Ma, 2021). Changing rooms rates strategically while considering market considerations is key to attracting more customers. Market research helps to understand consumer demand and competitors' prices. Dynamic pricing methods can alter rates for maximum occupancy during seasonal and special events. Offer attractive packages and affordable prices at off-peak hours to attract budget-conscious tourists. This measured pricing strategy keeps housing low, attracting more customers and maximising profits.





























Conclusion

The Seacrest Lodge needs to take a multidimensional approach in order to handle the issues it is currently facing. This will not only ensure a short-term recovery, but also ensure long-term sustainability and competitiveness in the hospitality business, which is constantly evolving rapidly. If these strategic ideas are put into action, there is a possibility that The Seacrest Lodge may regain its status as a leading vacation destination and experience a revitalization of its financial well-being.
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