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Introduction
The Seacrest Lodge is a business operating in restaurants, bars, and event facilities, the business has experienced series of challenges including BREXIT and COVID-19 pandemic. These challenges have resulted in poor financial performance and lower average room rates over the recent year. Detailed analysis of the company financial performance, average room rate and occupancy rate will reveal the reason for the decline in financial feasibility over the last three years, and the possible turnaround strategy that can be used to salvage the situation. 
Seacrest lodge financial Performance
The financial performance of the Seacrest Lodge for the past three years indicates a decline, which is evident in the profitability ratios such as return on equity, return on asset, and the net profit margin ratios. 
i). Return on asset (ROA)
Return on asset is used for measuring the ability of the company to generate income from the available assets and the size of the company does not really act as bias for this ratio, since whether the company is large or small, higher ROA ratio would imply that the company is very profitable. From the graph below, it is evident that Seacrest Lodge has been experiencing a sharp decline in profitability from 2021, to 2023 where it reached -7.4 percent which implies that the company was able to make loss instead of profit. Usually, a higher ratio is commendable as it shows that the company is financially feasible (Mitrović et al., 2021, p.121). See the graph 1 below for more information. 




Graph 1: Seacrest Return on Asset

ii). Return on equity (ROE)
Like the return on assets, the return on equity measures the profitability of the company based on the company’s earnings and the investors’ equity. A company with high asset return implies that it was able of generate more profit from the investor’s capital or equity.  Higher ROE ratio is preferable compared to lower ratio (Mitrović et al., 2021, p.122).  Seacrest Lodge’s return on equity indicates a sharp decline from 60.0% in 2021 to -30.0% in 2023 which indicate that the company is not financially feasible. See graph 2 below for more illustrations. 
Graph 2: Seacrest Lodge Return on Equity

iii). Operating profit margin
Like ROE and ROA, the operating profit margin ratio for the Seacrest Lodge indicates that the company is experiencing a significant decline in their financial performance and profitability. Since the company has experienced a sharp decline from 25% in 2021, to -15.79% in 2023 which implies that the company experienced a substantial loss. Operating profit margin is a metric for evaluating the company’s earnings as the percentage of the revenue before income taxes, and interest expenses are deducted. Higher operating profit margins are preferable since they indicate that the company is well-equipped to meet financial obligations such as fixed costs and other interest on the obligations (Mitrović et al., 2021, p.122).  Operating profitability ratio is essential in assessing management performance since good management is usually associated with high profitability (Lenoël et al., 2022). See graph 3 below. 
Graph 3: Operating Profit Margin

IV). Average room Rate 
The average room rate for the Seacrest Lodge has been experiencing decline since 2021 from an initial 260 euros to 240 euros in 2022 and ultimately to 210 euros in 2023. The decline in room rates over the years could be due to the impact of the COVID-19 pandemic on the demand supply, as more people decided to perform voluntary self-isolation, most of the hotels experienced low demands for their goods and services making it challenging to maintain their employees. The company had to retrench other workers as others voluntarily stayed at home, this could have lowered the conditions of the rooms and ultimately the prices (Gomes et al., 2021, p.381).  That is because the firm assets such as hotel rooms usually communicate the quality to the market, since the hotel industry is a very competitive market, businesses are increasing their competitiveness by ensuring that room quality and speaks the price to customers (Sanchez-Lozano et al., 2021). The graph 4 below gives more illustrations. 
Graph 4 

V). Room occupancy Rate 
The room occupancy rates usually fluctuate in the hotel business in a similar manner to users’ or guest experience. This is very challenging since at times the occupancy rate is negatively correlated with the user experience, while sometimes they are positively correlated, which implies that there are no constant effects of the guest experience on the room occupancy rate (Jiang and Taylor, 2020). After the COVID-19 pandemic, low occupancy rate of rooms could reduce the guest experience due to boredom, and high occupancy increases guest experience due to high interactions and the environmental vibe. While sometimes a high occupancy rate could reduce the guest experience. However, from the charts below (Jiang and Taylor, 2020, p.6). People had just experienced COVID-19 pandemic, and people were longing for social interactions, that explain the sharp increase in the occupancy rate to 60% in 2021 which implies that people enjoyed interaction, however, due to the looming emergence of COVID-19 strain, people withdrew from public forums and started social isolating. It resulted in the decline of the occupancy rate at Seacrest Lodge. The occupancy rate declined further in 2023, as more people are hit with the reality of COVID-19’s financial impact and many people avoided visiting hotels like Seacrest Lodge (Mortimer-Lee, 2021). The average occupancy rate for 2021 and 2022 are 65% and 60% respectively, which implies that after the COVID-19 the hotel experience capacity overuse due to the economic recovery. See graph 5 below for illustrations. 



Graph 5 

KEY REASONS BEHIND THE DECLINE IN PROFITABILITY
There are several factors that contributed to the decline in the financial performance and profitability of Seacrest Lodge business. 
1. Lockdown adjustments 
The United Kingdom was experiencing better health outlook with emergence of COVID-19 Vaccines, this coupled with easing of the COVID restrictions, and the fiscal policy enacted by the government helped in fueling quick economic recovery in 2021. (Chapter, I.G.B., 2021, p.61). That is because 2021 the world including UK was just recovering from the yearlong COVID-19 pandemic which resulted in the economic shutdown. That was the time that Seacrest Lodge experienced the highest financial performance measured by its level of profitability as measured by the key ratios like ROE at 60 percent, ROA at 14.7 percent and the operating profit margin at 25 percent. The company was at its peak, and it seemed that the world had recovered from the COVID-19 very quickly (Lenoël et al., 2021, p.50). The UK’s economy rebounded from the COVID-19 pandemic strongly during the initial half of 2021 due to easing of the pandemic related restrictions which resulted in the growth of the economy to 5.5 percent by the second quarter. The sudden rise in the economy was due to the life adjustments as people were spending more money accumulated during the lockdown (Chapter, I.G.B., 2021. p.51). The economic rebound continued during the second quarter of 2021 with rampant disbursements of vaccines which results in more ease on the COVID-19 restrictions than at the beginning of the year. It resulted in business and household confidence as the world was more hopeful that things are back to normal (Chapter, I.G.B., 2021. p.51).  Therefore, during 2021 first and second quarter Seacrest performance was extremely high, and the business was very optimistic that things would continue in that manner. 
2. Covid-19 impact on sentiment and economic activities.
COVID-19 virus continued impacting the sentiments business activities, there was widespread news that there could be more contagious Delta variants which implies that the vaccines might not effectively control its spread, and that the cases can continue increasing with the normalisation of the economic and social conditions. There were health concerns that the new COVID-19 variant had a reproduction rate of approximately 9 despite strong immunity or behavioral adjustments according to the US center of Disease Control and Prevention (Chapter, I.G.B., 2021). That implied that despite of vaccinated the whole population the case numbers would still be high. Such news about the horrific effects of COVID-19 resulted in voluntary social distancing and it was this voluntary social isolation that resulted in greater economic impact compared to the national restrictions. The voluntary social isolation recurred in September 2021 through December and extending to January 2022, it resulted in sharp decline in consumption due to accelerated COVID-19 case numbers (Chapter, I.G.B., 2021. p.55). Therefore, Seacrest Lodge experienced drastic decline in the number of consumers as people were afraid of contracting the new strain, the profitability of the company declined by half as estimated by the Return on Asset ratio of 7.4% in 2022 from 14.7% in 2021. See the chart for illustrations. People thought that there were some uncertainties of contracting the virus despite of the widespread vaccinations (Chapter, I.G.B., 2021. p.51). 
3. Government winded down financial support 
During the COVID-19 in 2020, the UK authorities and government had organised fiscal policy at an enormous scale by increasing 371 billion euros in additional discretionary financial support for the pandemic year 2020 and to 2021 which continued to 2022 September. This fiscal support supported the UK economy by supporting its citizens from the income loss due to COVID-19, and the funds acted more like security system to shield the private income from the decline in economic activities associated with the pandemic (Chapter, I.G.B., 2021. p.51). The government and the UK authorities started winding down that supportive matrix and the deadline was set in September 2022, other measures like the rates of VAT on the recreational services and hospitality were also fading away. For the first time since COVID-19 pandemic the households and businesses had to internalise the income effects associated with the decline of the economic activities during the pandemic with support from the government (Chapter, I.G.B., 2021, p.60). Most businesses and companies experienced financial distresses following the withdrawal of support by the government. The loss of income by individuals and firms resulted in insolvencies in most companies and weighed down the demand (Chapter, I.G.B., 2021, p.60). 
4. Labor shortage
Most of the hotel businesses and resorts continued their operations during the pandemic through the aid of leaner staffing model. Although other sectors have been able to surpass the employment levels experienced in 2020, the hospitality and hotel sectors are having fewer workforces than they had before the pandemic. That is due to the high costs of labor and the financial impacts of the COVID-19 which makes it difficult for most of the managers to handle (Nadia et al., 2021, p.12). For instance, the labor union is struggling with the increasing costs of housing which they transfer to employers through demand for pay rise. This has been witnessed in various cities as workers are striking over wage increases El-(NEMR et al., 2020).  The hospitality sector has resulted in approximately 6.1 percent rate of unemployment (SARAIVA, 2023). This has resulted in a decline in the average room rate for most hotels since there are not sufficient workers to improve the service quality, and the businesses no longer invest in service improvement. Therefore, it explains the declines in the room occupancy rate from 65% in 2021 to 50% in 2023, respectively. 
TURNAROUND STRATEGY FOR SEACREST LODGE
I). Marketing and promotion.
Talking about events and tour promotions, the business can promote local events and tour offers through their social media and website to attract more travelers. Partnering with the local tour businesses will increase the customer experience and the average room rate (ARR). 
II). Modernising the facility: 
Seacrest Lodge should upgrade and modernise their amenities because the hotel industry is very competitive and the firm with better assets will always have a competitive edge in the market. 
III). Offering packages:
There are seasonal promotions which the company can use to increase the room occupancy rate during the low seasons. Therefore, adjusting the rates for the off-peak seasons can be beneficial, like encouraging direct bookings by providing an exclusive package on the Seacrest lodge website. Also creating vacation packages tailored to the interest of the company’s guests, like family packages with discounts to nearby tourist attraction sites. 
IV). Increasing the quality of services.
The quality of services is likely to influence the occupancy rate because when customers’ satisfaction is high, they are likely to visit. The company should invest in training the staff and developing them to improve customer experience and satisfaction. 
V). Leverage technology:
Seacrest Lodge management can invest in technology integration; adopting new technologies can help the business in increasing their operational efficiencies and increase customer satisfaction. For instance, incorporating property management system (PMS) which can help customers to manage reservations, tracking the guest data very effectively to streamline the services and operations. 
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APPENDICES
Appendix 1: Income Statement in GBP 
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Appendix 2: Balance Sheet in GBP


[image: A graph with numbers and a number on it

Description automatically generated]
Appendix 3: Profitability Ratios
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Average Room Rate (ARR)	          Year 2021 	            Year 2022 	          Year 2023 	260	240	210	



Occupancy Rate 

Ocupancy Rate 	
2021	2022	2023	0.65	0.6	0.5	


Seacrest Lodge Return on Asset (ROA)

Return on Asset (ROA)	
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Seacrest Lodge Return on Equity (ROE)

Return on Equity (ROE)	
2021	2022	2023	0.6	0.3	-0.3	



Operating Profit Margin	
2021	2022	2023	0.25	0.13636363636363635	-0.15789473684210525	


image1.png
Item

Revenue

Operating Expenses
Net Income

Operating Profit
Operating Profit Margin

Operating Profit Margin

£

2021 2022 2023
1,200,000.00 £1,100,000.00 £ 950,000.00
900,000.00 £ 950,000.00 £1,100,000.00
300,000.00 £ 150,000.00 -£ 150,000.00

300,000.00 £ 150,000.00 -£ 150,000.00

25.00% 13.64% -15.79%
2021 2022 2023
25.00% 13.64% -15.79%




image2.png
2021 2022 2023
Return on Asset (ROA) 14.7%  74%  -7.4%
Return on Equity (ROE) 60.0%  30.0%  -30.0%
Net profit margin 25%  13.64% -15.79%




image3.png
Asset/Liability 2021
Cash and Equivalents £ 100,000.00
Accounts Receivable £ 50,000.00
Property and Equipment  £2,000,000.00
Total Assets £2,150,000.00
Accounts Payable £ 30,00.00
Long-term Debt £1,500,000.00
Total Liabilities £1,530,000.00
Equity £ 620,000.00
Year 2021

Average Room Rate (ARR) £ 260.00
2021

Ocupancy Rate 65%

2022
£ 80,00.00
£ 40,000.00
£2,000,000.00
£2,120,000.00
£ 40,000.00
£1,500,000.00
£1,540,000.00
£ 580,000.00
Year 2022

£ 240.00
2022

60%

2023
£ 20,000.00
£ 30,00.00
£1,800,000.00 Average total Asset
£1,850,000.00 £  2,040,000.00
£ 50,000.00
£1,500,000.00

£1,550,000.00 Average Equity
£ 300,000.00 £ 500,000.00

Year 2023

£ 210.00

2023
50%




